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gains tax ntc to further stimulate capital
formation so vitally needed. Such a pellcy
might be accomplished under a long-range
plan with phased reductions over a number
of years, but let us take the first essential
step now. Let us return to the pre-1969 tax
rates on capital gains.

ENERGY CRISIS DEEPENS-SACRIFICES MUST NOT BE DISPROPORTIONATE-CONSTRUCTION
INDUSTRY CAN AND SHOULD CONTRIBUTE IN DECISIONMAKING
PROCESS
Mr. RANDOLPH. Mr. President. the
energy crisis continues to deepen. A!l
projections indicate that the worst 18
yet to come and in the months ahead
there will be. very severe shortages of
fuels.
The Congress has already passed lawS
providing the executive branch with tools
to respond quickly and e:trectively to the
energy crisis. We are continuing to develop additional statutes which!. when
enacted, will strengthen our abIlIty to
assure the equitable use of available energy supplies and to maintain the
strength of our country without necessity for disproportionate sacrifices by any
segment of our population.
To assist in implem2nting new policies
and procedures, the executive branch
is establishing a number of advisory
bodies. Thi;:; is a proper procedure tha t
is consistent with our democratic society.
I believe, however, to be fully e:trective
these advisory bodies should be reflective
of the wide scope of our population. They
should include representatives of organizations with experience in energy matters.
Mr. President, the American construction industry is the largest single industry in our country and one which is
dependent upon continued supplies of
fuel. I have, therefore, urged that representatives of this industry-both labor
and management--be appointed. to the
advisory bodies being organized by the
Department of Commerce and the Federal Energy Administration.
I ask unanimous consent that a COpy
of my telegrams on this subject to Secretary of Commerce Frederick B. Dent
and Federal Energy Administrator William E. Simon be printed in the RECORD.
There being no objection, the telegram
was ordered to be printed in the RECORD,
as follows:
[Telegram}

FREDERICK B. DENT.

Secretary 0/ Co'nmerce,
Washington, D.C.:
It is essential that decisions for fuel allO-

cations be well-founded. drawing on the experience of segments of our economy most
affected by t~e energy shortage. The construction industry is the largest in our country. This single segment of our economy employs milllons of workers and its annual business volume is well over ten percent of our
gross national product. While the fuel consumption of the construction Industry is
small in relation to its actiVity, the industry
cannot function without adequate fuel SUpplies. Therefore, it is vital that both labor
and management representatives of the construction industry be iIicluded in themembershlp of the national inclustrial energy
conservation counpU. Their 1>"rticip"tlon "\Vlll
assist you in grappling With the very difficult
problems posed by the energy crisis. These

questions are Vital to our continued national
eCClllcm;c strength and must be rC301ved with
the widest possible Involvement of those
affected.
Please advise us of your reactiol1 to our
request.
Senator JENNINGS RANDOLPH,
Chairman, Committee on Public WorTcs.

CONCLUSION OF MORNING
BUSINESS
The PRESIDING OFFICER. Is there
further morning business? If not, morning business is concluded.
MESSAGES FROM THE PRESIDENT
Messages in wTiting from the President of the United States were communicated to the senate by Mr. Marks,
one of his secretaries.
EXECUTIVE MESSAGES REFERRED
As in executive session, the Presiding Officer (Mr. HUGHES) laid before
the Senate messages from the President
of the United States submitting several
nominations, which were referred to the
Committee on Labor and Public Welfare.
(The nominations received today are
printed at the end of Senate proceedings,)
RAIL SERVICES ACT OF 1973
The PRESIDING OFFICER. Under
the previous order, the Senate will now
pro:.:eed to the consideration of S. 2767,
which the clerk will report.
The second assistant legislative clerk
rend as follows:
Calendar No. 575 (S. 2767), a blll to authorize and direct thc maintenance of adequate and efficient rail services in the Midwest and the Northeast region of the United
States, and for other purposes.

The Senate proceeded to consider the
bill.
The PRESIDING OFFICER. Time for
debate on the bill is limited to 6 hours,
to be equally divided between the Senator from Indiana (Mr. HARTKE) and the
Senator from Maryland (Mr. BEALL) , and
3 additional hours to be under the control of the Senator from Virginia (Mr.
HARRY F. BYRD, JR.).
Mr. BEALL. Mr. President, I ask unanimous consent that during the debate on
this legislation, as well as during the
votes, Arthur PaJikopf. Jr., John C. Kirtland, David Clanton. and Malcolmb Sterrett. of the Commerce Committee sta:tr.
and Joseph Carter, of my sta:tr, be
granted the privilege of the floor.
The PRESIDING OFFICER. Without
objection, it is so ordered.
Mr. HARTKE. Mr. President, I ask
unanimous consent that the following
individuals be permitted to have the
privilege of the floor: S. L. Sutcli:tre. Tom
Allison, Paul Cunningham, Arthur Pankopf, Jr., John Kirtland, Mal Sterrett,
and Mr. David Clanton.
Mr. ROBERT C. BYRD. Mr. President,
reserving the right to object, and I shall
not object, does the Senator wish to include rollcall votes in his request or to
exclude rollcall votes?
Mr. HARTKE. Mr. President, I ask
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unanimous consent that they be permWEd to have the privilege of the floor
during the rollcall votes also.
The PRESIDING OFFICER. Without
objection, it is so ordered.
Mr. HARTKE. Mr. President, at this
time I ask unanimous consent that the
Committee on Commerce be discharged
from consideration of H.R. 9142 and
that it remain at the d·csk.
The PRESIDING OFFICER. The bill
will be stated by title.
The second assistant legislative clerk
read as fo11ov,'s:
A blll (lI.n.. 9142) to restore, support, and
maiCltain modern, efficient rall service In the
Nort.heast 1'e"ion of the United States; to
designate a system of essential rall lines in
the Northeast region; to provide financial
assistance to certain rail carriers; and for
other purposes.

The PRESIDING OFFICER. Is there
objection to the request of the Senator
from Indiana? The Chair hears none,
and it is so ordered.
Mr. HARTKE. Mr. President, as the
Senate begins debate on S. 2767, the Rail
Services Act of 1973, it is important to
!wep in mind the fact that this legislation represents one of the most significant attempts at industrial reorganization that has e\'er been attempted in this
Nation. A quick glance at a rail map of
the midwest and northeast regions
graphically illustrates the. complexities
involved ~n this reorganization. Is it any
wonder that eight railroads in the region are insolvent? How can the th~u
s::mds of miles of track strung out lIke
spaghetti throughout the region be reorganized so as to produce railroad systems which simUltaneously meet the
service needs of the people in the region
and produce profits for the people who
operati'l the systems?
'The Surface Transportation Subcommittee which I chair has been r.eeking
answers to this and reiated questions for
many months. It has been a challenge to
define the problem. A solution has been
more elusive.
The bill being considered on the floor
today (S. 2767> establishes a process designed to solve the problems of rail transportation in the Midwest and Northeast
while heading o:tr the development of
similar problems in other areas of the
country. I cannot assure my colleagues
that the bill if passed will provide a final
solution. but the bill will begin a reasonable process toward the development of a
final solution.
As many Senators know. S. 2767 is said
to resemble the House-passed bill (H.R.
9142) of which I hwe spoken critically.
While it is similar to the House bill in
its general outlines. it avoids most of the
pitfalls of the House-passed bill. H.R.
9142 has several shortcomings:
First, the study and planning phase of
the restructuring process is not emphasized in H.R. 9142. Congress. when considering the final system plan, might be
\vithout the necessary information to
evaluate the plan. Equally as important,
H.R. 9142 would allow the planners to
desim a flnal system plan from their
arm';:hairs rat.her than getting out on the
lines and studying first-hand the proble11l5 that confront: .everYone-the railroads, labor; shippers, and communities;
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Second, in attempting to effectuate
mandatory transfers of assets in exchange for securities of the new Corporation in the context of a section 77 reorganization proceeding, H.R. 9142 has
left the door wide open to the creditors
of insolvent railroads who could too
easily avoid the legislative reorganization; obviously this would defeat the·
whole purpose of the bill;
Third, there are significant questions
concerning the financial Viability of the
plan prescribed in the House bill; and
Fourth; finally, I do not think that the
problems of abandonment and rail service continuation subsidy are treated adequately.
I am pleased to report that the bill
favorably reported out of by the Commerce Committee without a dissenting
vote avoids the pitfalls. of H.R. 9142.
While I am still not convinced that the
legislation will produce the optimum solution, I can support the bill as reported
as a competent piece of legislation that
has a good chance of producing a solution for the Midwest and Northeast rail
crisis.
Let me briefly describe for you the extent and nature of the present crisis.
At this time, seven class I railroads,
as well as one class II carrier, are in
bankruptcy. Class I: Penn Central,
Reading, Erie Lackawanna,Lehigh Valley, Central of New Jersey, Boston and
Maine, and Ann Arbor. Class II: Lehigh
and Hudson River. Their services are
not only essential to the prosperity and
well-being of the people and industry in
the Northeast and Midwest, but they are
essential to the well-being and prosperity
of the Nation as a whole. Cessation of
services on the Penn Central alone would
have drastic consequences throughout
the United States. For example, it has
been predicted that a shutdown of the
Penn Central would produce a decrease
in the rate of economic activity in the region of 5.2 percent, a decrease in the entire Nation of 4 percent, and a decrease
in the GNP for the Nation as a whole
of 2.7 percent after the eighth week of
such a shutdown.
I am sure that it will be of interest
to the Presiding Officer (Mr. BAYH) , as
it was to me, that a study by the Indiana
Department of Commerce predicted that
a shutdown of the Penn Central would
produce unemployment in that State of
24 percent during the first month. A 60day shutdown would cause the Indiana
industrial economy to suffer a 25-percent
reduction in its capacity. In addition,
east coast marketing of corn and soybeans, two of Indiana's cash crops, would
be hamstrung.
I might point out that, while frequently they talk about this being the
northeast railroad system, the second
largest State in the system in mileage
is Indiana. The first is Pennsylvania.
Forty-two percent of the Nation's population lives in the northeast quadrant,
and most of the major centers of the
automobile, steel, and machine industries
are centered there. The geographic zones
served by the bankrupt properties account for more than 50 percent of the
Nation's total industrial production.
The entire economy of the United
States would suffer drastically if 1'a11-.

roads in the Northeast and Midwest shut
down ope::ations.
Recent projections of the trustees of
the Penn Central Transportation Co.
have indicated that Penn Central has a
worsening cash crisis; its cash forecast
is particularly distressing. In late November 1973, the Interstate Commerce
Commission informed the Committee
that:
The continued deterioration of liquid resources as a result of negative cash flows
now Indicates a cash squeeze developing In
the first quarter, 1974, which could quickly
deteriorate to a full cash crisis.

Cash flow, which is already negative;
that is more cash is disbursed than is
received, will be made even worse by the
need for immediate track repair work so
Penn Central can meet minimal Federal
Railroad Administration track safety
standards, by higher fuel costs and interline payments, and by recent Amtrak
legislation, which legislatively specified
the manner in which the National Railroad Passenger Corporation is to pay for
services performed by Penn Central and
other railroads. The immediate cash impact resulting from new FRA safety
standards alone is estimated at $620,000
per month, and diesel fuel cost increases
are approximated at $28.9 million annually over 1973 levels.
Coal, the largest single commodity
handled by the Penn Central, continued
its historical downtrend through the
first 8 months of 1973, or 9.4 percent
from the same period in 1972. The Commission has estimated that, even in light
of the current energy crisis, "prospects
for any near-term improvement in coal
traffic significant to provide financial assistance for the railroad is considered
unlikely," although some are more hopeful.
The ability of the Penn Central railroad to maintain operations under reorganization is critically dependent upon
its ability to generate sufficient positive
cash fiow to sustain working capital
needs, cover maturing equipment obligations, and pay for essential maintenance
and capital expenses. In this most critical area, Penn Central continues to
falter. It has been unable to develop a
consistent positive cash flow despite
court-ordered deferment of payments on
debt interest, lease-line rentals, and
property taxes, and the railroad's continued deferment of maintenance and
capital expenditures. As a result, the
Penn Central's liquidity position-the
ability to service short-term expensescontinues to wear thinner, with cash balances on the decline and working capital
standing at a deficit balance. This continued deterioration of liquid resources
as a result of inadequate cash fiow increases the prospect for a cash crisis by
the first quarter of 1974, which could
precipitate a complete shutdown.
The currently developing energy
shortage must be seen as part of the
background and need for a restructuring
and rehabilitation of the railroad system in the Northeast and Midwest. Railroads are almost 4 times as energy efficient as trucks and 60 times as energy
efficient as airplanes for purposes of
freight carriage. The Federal Government's massive upgrading of the rights-
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of-way for trucks-through the Interstate Highway System-was not matched
by a governmental effort to halt the deteriorationof rights-of-way for railroads. Any upgrading or rehabilitation of
rail rights-of-way will benefit both
freight and passenger service by rail.
Given the current and projected shortage of energy resources,one goal of a
rational national transportation policy
would be to encourage shipping by the
most energy efficient mode to the extent
that the quality of service will not be
unduly affected. The Senate Commerce
Committee, in a staff report on initiatives in energy conservation, estimated
that if the modal split for intercity
freight traffic in 1985 were hypothetically redistributed as shown in the following table, a savings of 403,000 barrels
per day of oil would be achieved:
PROJECTION FOR INTERCITY FREIGHT TRAFFIC PATTERN
(Percenlage of tolallon·miles)
1985

RaiL. ..•..........
Truck
_.
Waler __ .......•...
Pipeline
•.•...
Air .. __
.

1970

Currenl
DOT
projection

35.9
15.9
28.4
19.6

31.9
18.9
27.1
21.4

.2

.7

Modified
projection 10

conserve

energy

41. 2
10.0
27.1
21.4

.3

By slowing down the rates of growth
for air and truck freight traffic (the
modified projection still represents almost a tripling of air ton miles and an
increase of 14 billion ton miles of truck
traffic over 1970 levels), then shifting
this traffic to railroads as shown in the
above table, 3.2 percent of the overseas
crude oil imports needed in 1985 would
be saved.
Cessation of rail service in the Northeast and Midwest portions of the United
States would have drastic consequences,
not only in these regions, but throughout
the entire country.
Permit me to describe the way in
which S. 2767 proposes to solve the Midwest and Northeast rail crisis. The legislation proposes to achieve this purpose
by establishing a nonprofit Government
National Railway Association to plan and
finance the acquisition, rehabilitation,
and modernization of the new system and
by establishing a private United Rail
Corp. to operate such system. It is further
the purpose of the bill to meet the Nation's need for adequate and efficient
rail services in all regions and to prevent
any recurrence of the Midwest-Northeast
railroad collapse in other regions of the
Nation by providing loan guarantees
which would enable railroads to acquire
additional rolling stock, equipment, and
facilities and by improving the utilization of existing rolling stock-title V.
Loans would also be available to railroads
outside the region which are threatened
with insolvency in the absence of such
loans-section 211. To minimize the economic dislocation that would occur as a
consequence of massive abandonments,
the bill authorizes rail service continuation subsidies and acquisition and modernization loans to states in the threatened region-sections 402, 403.
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The bill is divided into seven titles:
Title I contains the table of contents, the
findings and purposes of Congress, and
the general definitions applicable to the
entire bill. Title II established the Government, National Railway Association
and the machinery for planning, acquiring, and financing the new rail system for
the Midwest and northeast region, including review by Congress and the
courts. Title III establishes the for-profit
United Rail Corp. to operate the new rail
service system, provides for the conveyance of rail properties from the insolvent railroads to this corporation and
profitable railroads, and sets forth the
procedure for discontinuing and abandoning rail service not included in the new
system. Title IV authorizes the Secretal'y
of Transportation to grant rail service
continuation subsidies and to help states
and local transportation authorities purchase about-to-be-abandoned lines in
order to maximize the continuation of
local rail services. Title V provides: First,
loan guarantees to enable railroads to
acquire additional rolling stock, equipment, and facilities, and second incentives to insure better utilization of rolling stock. Title VI authorizes assistance
for railroad employees who will lose their
jobs or suffer compensation reductions
under the reorganization; it also grants
railroads certain rights to assure better
utilization of railroad employees. Title
VII relates the bill to other laws, directs
the Secretary of Transportation to monitor and report to Congress on the effectiveness of the association and the corporation in implementing the purpose of
the purpose of the bill, and contains certain other general provisions.
The planning and implementation
process starts immediately upon the date
of enactment of the bill.
Immediately upon enactment the Secretary of Transportation prepares and
within 30 days submits "a comprehensive report" containing his conclusions
and recommendations with respect to rail
services in the region (sec. 204). At the
same time, the Interstate Commerce
Commission organizes and appOints a
director for a special independent office
within the ICC, the Rail Emergency
Planning Office-section 205. Within 240
days after enactment the Office submits
a comprehensive report surveying needs
and possibilities for rail services and cost
savings in the region and within 300
days it submits its proposal and recommended plan for the new rail system
which meets all of the requirements for
the final system plan as set forth in the
bill~section 206.
Also upon enactment, a completely new
entity is established, the Government
National Railway Association--or Ginnie
Rae-section 201. Gim1ie Rae will adopt
the final system plan-section 207which is submitted to Congress for review-section 208; it will finance the implementationof the final system plan
through the issuance of obligations-section 210-and the making of loans-section 211-and it will establish, through
its executive committee, the new private
corporation to operate the new system,
the United Rail Corp.-section 301.
The four Government members of the

Board of Ginnie Rae-the Secretaries of
Transportation and Treasury, the Chairman of the ICC, and the Administrator
of the EPA-will incorporate the Assoelation as a nonprofit association and
get it started pending the appointment
of the other directors by the President,
by and with the advice and consent of
the Senate. The reports of the Secretary
and the Office will be submitted to the
Association which will simultaneously be
doing its ovm investigaUons and studies
in conjunction with the Office and the
Secretary-section 203. Within 300 days
the association must adopt and release
a preliminary final s:vstem plan-section
207(a). Within 90 days after release of
the preliminary system plan, a reorganization court will order a railroad in reorganization in the region to proceed in
reorganization under the bill unless it
finds: One, that such railroad is capable
of income reorganization-if it would be
in the public interest-or two, that such
reorganization under the bill is not possible on terms which would be fair and
equitable-sectiol1 207(b). The association, the Secretary, and the Office are all
authorized to conduct public hearings on
the preliminary system plan during the
60 days following its release. Within 60
additional days-or 420 days after enactment-the President and executive committee of Ginnie Rae will submit to the
full Bortrd of Directors the final system
plan. Within 30 additional days-or 450
d1ys-the Board must by majority vote
of all the directors adopt the final systern plan-section 207(c)-and must
submit the plan to both Houses of Congress for review-section 208. If either
the Senate or the House of Representatives passes a resolution stating that it
does not favor the final system plan, it
goes back to the association for revision.
If neither House disapproves the final
system plan within 60 days, it is approved. However, GNRA is not authorized
to issue obligations until the Congress
approves obligational authority affirmatively by joint resolution. The effective
date of the final system plan is the date
such financing resolution is approved.
Judicial review of the final system
phn is limited to "matters concerning the
value of the rail properties to be conveyed
under the plan and the value of the consideration to be received for such properties"-section 209(a). JuJicial review
is to be conducted by a special threejudge district court to be selected by the
judicial panel on multidistrict litigation-section 209(b)-and the transferring and conveyancing jUdgments of the
special court are subject to direct ap.,.
peal to the U.S. Supreme Court-section
303(e).
To keep rail service going in the emergency region pending the development
and approval of the final system: plan,
$85 million is authorized to be appropriated to the Secretary-section 213-in
order to provide emergency assistance to
the trustees of the railroads in reorganization and the Secretary may direct
GNRA-with its approval-to issue u? to
$150 million in obligations to forestall
deterioration of the plant and equipment
of the bankrupt railroads pending completion and implementation of the final
system plan-section 215.
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United Rail Corp.-Uni Rail-will be
established within 300 days after enactment as a for-profit corporation with its
headquarters in Philadelphia-to guarantee maximum reemployment opportunities for office workers of two of the
defunct carriers, the Penn Central and
the Reading-section 301. The corporation will operate all of the new rail systern, except for those rail properties
which the final system plan designates
for sale to profitable railroads· operating
in the region, and which are purchased
and operated by those railroads. Within
90 days after the effective date of the
fin91 system plan, the Association will
deliver a certified copy of the plan and
other data to the special court-section
209(c). Within 10 days thereafter, the
corporation and the acquiring railroads
will deposit with this court the securities of the corporation, obligations of the
Association, and compensation from
profitable railroads designated in the
final system plan-section 303 (a) -and
the special court must direct transfer of
the rail properties to the corporation and
to the respective profitable railroads free
of any liens or encumbrances-except in
the case of secured property, the security
interest will thereafter attach to the consideration received and the other assets
of the debtor. If the special court finds,
following transfer or conveyance, that
any transfer or conveyance is not fair
and equitable, it can order reallocation of
securities or enter a judgment against the
corporation or profitable railroad operating in the region so as to make such
transfers or conveyances fair and equitable-section 303.
Within 30 days after the effective date
of the final system plan, notice is to be
given of intent to discontinue rail service on rail properties which are not
designated for rail operations In the final
system plan and 90 days later, absent
local or private intervention, the service
may be discontinued-section 304(a).
Abandonment may take place 180 days
after the effective date of such discontinuance-section 304(b). Such rail service may not be discontinued or abandoned if a shipper, a State, the United
states, a local or regional transportation authority, or any other responsible
person offers to subsidize continued
service, or offers to purchase the properties for continued rail operationssection 304 (c) and (d). Provision is
made for Federal assistance in the form
of rail service continuation subsidiessection 402-and purchase and modernization loans-section 403.
Annual reports to the Congress are to
be submitted by the Association-section 201<d)-and the corporation-section 301<h) and in addition the Secretary of Transportation is directed to report amlUally "on the effectiveness of the
Association and the corporation in implementing the purposes of this act'·. section 702.
Although the crisis brought on by the
June 21, 1970, filing of a petition in a
court of bankruptcy by the Penn Central
Transportation Co. affects the midwest
and northeast region primarily. the railroad problem is a national one. To date
it has only reached disaster proportions
in this region.
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One of the most intractable aspects of
the national railroad problem, one which
affects shippers by rail and the consumers of goods and products shipped
by rail as well as all of the Amelican
l'ailroads, is the extreme shortage of railroad freight cars and other rolling stock,
The freight-car shortage has not been,
and according to stUdies, \Vill not be'
solved by normal commercial financing
mechanisms in the absence of Federal
Imancial assistance in the form of guarantees of equipment obligations. The bill
establishes an Obligation Guarantee
Board in the Department of Transportation and authorizes the Board to provide such guarantees-not to exceed $2
billion-sections 503-506. Since the
freight car shortage is caused not only
by a shortage of carsbut by poor utilization of existing cars, the Secretary of
Transportation is directed to establish
using appropriations not to exceed $10,000,000 a computerized "national rolling stock information system"-section
507 and to develop a rolling stock utilization index and study-section 508.
In the event of continuing inability
on the part of railroads and the private
sector to solve the freight car shortage
problem, notwithstanding the loan guarantees and the information system,
the bill authorizes the problem to be
solved directly, following findings by
the ICC and the Secretary and an affirmative concurrent resolution of Congress-section 509-through the establishment of a Government corporation,
the Railroad Equipment Authority. The
Authority, if e3tablished, will acquire,
maintain, and provide freight cars and
other rolling stock, manage this equipment as a pool, and is directed to "employ innovative concepts for equitable
distribution and expeditious use of such
stock to meet the needs of the national
economy and the national defense"section 5IO(b). Although the Authority is to be organiZed by the Federal
Government, the bill provides for it to
be converted to private ownership-as
an equipment supply and management
company-"as soon as practicable"section 513.
The provisions of this bill, while beneficial to the Nation and the consuming public, could have an extremely painful effect on thousands of employees
whose jobs could disappear in the process of reorganization and restructuring. Protection is provided for such employees in the form of offers of employment which the corporation must make
to every adversely affected employeesection 602-monthly displacement allowances for protected employees deprived of employment or adversely affected with respect to compensationsection 605(b)-moving expenses and
other transfer benefits for employees required to change their residence-section 605(g)-and separation allowances
to protected employees who resign and
sever their employment relationshipsection 605(e).
The bill authorizes the appropriation
of up to $15,000,000 for the Secretary for
the purposes of preparing the reports and
performing his other responsibilities. The
special office in the Commission is authorized to receive up to $12,500,000.
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There is authorized to be appropriated up five percent of it is called a discretionto $26,000,000 for administrative expenses ary fund, which is held for utilization by
of the association-section 214. In addition, there is authorized to be appropriated $200,000,000 to support continuation
of local rail services-section 403; $85,000,000 is authorized to be appropriated
for emergency rail assistance prior to the
implementation of the final system
plan-section 213; $250,000,000 is authorized to be appropriated for labor
protection-section 609.
Ginnie Rae is authoriz€d to issue obligations which would be guaranteed by
the Federal Government. There would be
no cost to the Federal Government if
GNP.,A were able to meet the obligations
it issued. If there was a default on any
obligations, the Federal Government
would be required to pay sums necessary
to cover the amount of the default. The
limitations on the amolmt of obligations
Ginnie Rae is allowed to issue would determine what the maximum exposure of
the Federal Government could be, The
bill provides that the architects of the
final system plan would establish the recommended limitations on the obligational
authority on the theory that the amount
of the obligational authority cannot reasonably be detel'mined until the final system plan is known. The limitation which
would be approved by Congress with or
without modification after the submission
of GNRA's recommendation would be
binding upon the association.
Mr. CURTIS. Mr. President, will the
Senator yield?
Mr. HARTKE. I am glad to yield.
Mr. CURTIS. The Senator has referred
to a provision dealing with Federal assistance in the form of rail service continuation subsidies and has said that
lines can be discontinued, absent local or
private intervention. Does that mean
that if somebody intervenes, it wili not
be discontinued?
Mr. HARTKE. The abandonment procedure provided by the bill, is not quite
that simple..
Perhaps what the Senator is concerned
about is whether or not intervention at
that point could disrupt the final system
plan. The final system plan, in and of itself, would be adopted by Congress. Then
there would be portions which are not in
the final-system plan, which would then
be available to be abandoned. For those
outside the plan, the intervention of a
State or any other responsible authority,
in broad terms, would be permitted, with
the provision that the State itself would
make the final decision as to whether or
not they want to participate in such a
continuation of service with the funds
which would be provided under the Federal subsidY.
Mr. CURTIS. That leads to my next
question: Provision is made for Federal
assistance in the form of rail service
continuation subsidies?
Mr. HARTKE. Yes.
Mr. CURTIS. Does this imply that after the final plan is adopted, there are
certain properties to be discontinued, certain services to be discontinued, but if
an intervention is made, the abandonment will not take place and a Federal
subsidy will be supplied to keep it going?
Mr. HARTKE. First, the fund for subsidy is put into two categories. Twenty-

the Department of Transportation; but
the major portion of the subsidy, which
is 75 percent of that fund, is allocated
to the states in proportion to the eligible abandoned lines in their state relative to the total number of eligible lim's
which are to be abandoned.
In other words, after the final system
plan is adopted, certain lines will be
available to be abandoned. Each State
then will have its relative proportionate
share allocated to it in that 75 percent
for determination as to whether or not
they want to make application to continue those lines. The State, itself, would
make the determination. Having made
the determination that a line that is
eligible for subsidy, it can allocate the
funds if it will asswne 25 percent of the
total cost of the subsidY.
Mr. CURTIS. Is not one pUipose of the
proposed legislation to strip out all the
duplication, to strip out the branch lines,
and the other properties, and make fewer
miles, without duplication, to do the job?
Is that not right?
Mr. HARTKE. That is the stated purpose, according to some sources. It is not
my idea.
Mr. CURTIS. Is it the idea of the proposer?
Mr. HARTKE. Let me see if I can try
to state it. The basic purpose of the bill
is to provide for a rationalized system,
one which would be financially viable and
which would, at the same time, provide
service.
The concern that the Senator is expressing about duplication of service is
well founded. There is an obvious intent
to eliminate duplication. But I do not
think any member of the committee
would want to say that our purpose is
to strip out certain lines with the idea
that we are going to cut back the system. There is a difference between
abandonment and rationalization. We
are trying to come up with a vital financial system which will provide the sery'ice necessary for the Midwest and the
Northeast.
If I can anticipate the COnCelTI of the
Senator, he wants to make sure that we
are not trying to duplicate service which,
in the best interest of the public, should
be abandoned. I thInk we have done that
in the bill.
Mr. CURTIS. Does the bill, or does it
not, require a material lessening of the
total mileage of the rail service involved?
Mr. HARTKE. I think that that is implicit in the bill, but the bill does not
specifically say that the mileage shall be
reduced. It authorizes a reduction, and
it is anticipated that there will be reduced mileage in the system. The estimates of reduction in mileage varies
quite considerably. There has not been
at this moment, however, a stated number of miles that will be available, although it is anticipated that there will
be a cutback of the total niileage.
On page 29, beginning 011 line 1, we
read:
Rail properties are suitable if the cost of
the reqUired subsidy for such properties per
year to the taxpayers Is less tllan the cost
of termination of rail service over such prop-
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erties measured by increased fuel consumption and operational costs for alternative
modes of transportation, the cost to the gross
national product in terms of reduced output
of goods and services, the cost of relocating
or assisting through unemployment, retraining, and welfare benefits to individuals
and firms adversely affected thereby, and the
cost to the environment measured by damage caused by increased pollution.

Mr. CURTIS. Allegedly, the bill would
create a unified system that can operate
on its own eventually.
Mr. HARTKE. That is true.
Mr. CURTIS. But. what would happen
if, in the course of the next 10 years,
there is objection to the abandonment'!
There is a provision already written in
the bill that if a line is to be continued,
there will be a Federal sUbsidy.
How do I know that 10 years from now
there will be all the lines in Indiana we
have now, and that we will go on paying
a Federal subsidy for the unprofitable
lines annually from then on?
Mr. HARTKE. I think the Senator can
be assured that that certainly is not going to occur.
Mr. CURTIS. What is there in the bill
that will assure me of that?
Mr. PEARSON. Mr. President, will the
Senator yield?
Mr. HARTKE. J yield.
Mr. PEARSON. In response to the concerns expressed by the Senator from
Nebraska, I share the same concerns. I
think it is fair to say that not only is the
new system designed to cut down substantially on the mileage, on the grounds
of the labor inVOlved, so that the system
can become a viable proposition; but
there are in the bill some steps. The
first is that the Euthorization is for $100
million for 2 years.
The second is that a petition to go
back into operation on an abandoned
line has to be .1 petition to the State,
the State agencies of the government,
and there has to b.~ made a determination as to whether or not the State will
put up the 25 percent. Then it goes back
to the Secretary of Transportation who
likewise has to make a judgment and
determination that the Federal subsidy
which is limited in amount and terms
of years. So it IS limited by the State
government and the Department of
Transportation. This is giving some flexibility to handling situations outside the
central core system to alleviate severe
economic dislo~ation.
Going into Buffalo there are 12 lines.
It is not economically feasible to keep
that sort of competitive system going,
which is overlapping and duplicating.
This is a flexibility that the committee
felt was adVisable, and not to be sort of
a loophole where you can go right back
in there and have the same sort of
duplication, overlap, and overemployment figures "'s before.
This particular proposal really was
first instituted in the Midwestern part
of the United States. The Senator from
Oklahoma (Mr. BELLMON) was sort of
the father of this idea. We have sought
to have it incorporated in other bills in
connection with Kansas, Nebraska, and
other parts of the United States.
Mr. CURTIS. As I understand the Senator there is a limitation in time or years

that the operating subsidy can be paid.
How long is that?
Mr. HARTKE. Two years.
Mr. PEARSON. I understand 2 years
and $100 million for each year.
Mr. CURTIS. Two years from when?
Mr. PEARSON. The passage of the bill.
Mr. HARTKE. From the effective date
of the final system plan.
Mr. CURTIS. Those are not the same.
The passage date of the bill and the effective date of the final system plan are
quite aways apart. When does the 2 years
run?
Mr. HARTKE. Let me explain the difficulty. What we are going to have here is
about 18 months before there will be this
final system plan. Until then no one
knows what will be in the system and
what will be out of the system.
Mr. CURTIS. Yes.
Mr. HARTKE. So we cannot talk about
any lines abandoned under the plan until after the fmal system plan is adopted.
After the final system plan is adopted
there is a 2-year period in which the subsidy provision will apply.
Mr. CURTIS. Does the Senator limit
this to 2 years?
Mr. HARTKE. Yes; by virtue of the
authorization of the bill. It does not say
Congress at a later date will not come
back and extend that period.
What yon are faced with is there going to be abandonment under this bill,
much as under Amtrak.
Mr. CURTIS. If there is going to be
abandonment why prolong the misery for
2 years and pay a subsidy?
Mr. HARTKE. The thing is that you
have certain items which the association
may finally determine are not necessary
for the total system plan; in order to
have a total system plan which may be
a financially viable operation. There
may be a factory on a branch line. Maybe they run 4 to 5 cars a month. If they
want to continue that in view of the
cost-benefit ratio situation, they may
feel it is necessary to do so. There might
be 250 people working there in a community and 250 people may be thrown
out of work if rail service is cut off.
We are saying if they are not in the
total system plan then the State has
to come up with its plan for those railroads which are threatened with abandonment, but the local authority or State
authority can make application for subsidy of that line.
Mr. CURTIS. What good is a 2-year
subsidy for serving an industry that has
to have the railroad anyway?
Mr. HARTKE. It gives them at least
during that 2-year period-they continue
to operate and try to make adjustments
to the transportation problems involved,
Also, the State may want to come back
at a later date and pick up the whole
subsidy. Some States are doing that now.
They are subsidizing at least on the
passenger level what otherwise would
be abandoned lines.
Mr. CURTIS. It seems to me it may
be sowing seeds for pressures never to
abandon anything.
Mr. HARTKE. No, I do not think that
is true.
Mr. CURTIS. Because it might be very
popular for a Member of Congress to
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suggest in a bill that the Federal SUbsidy
be not 75 percent but 90 percent, and
you do not know what the subsidy will
be. Does it have to be in dollars?
Mr. HARTKE. It has to be in dollars,
basically. The general provision is that
it probably could be--the manager of
the bill is not very happy with the other
side of the coin. I do not mind telling the
Senator that. Historically my concern
has been exactly the reverse of what the
Senator from Nebraska is speaking. My
concern has been there are going to be
too many abandoned lines and too little
service.
Mr. CURTIS. Would the Senator support a proposal for the continued subsidy, say at 90-10 instead of 75-25?
MI'. HARTKE. I did not hear the Senator.
Mr. CURTIS. Would the Senator support a proposal for 90-10?
Mr. HARTKE. Yes; but the committee
would not.
MI'. CURTIS. That is the point that
disturbs me. If we are going to go through
the trauma of having the Goven1ment inject itself into these railroads involving
quite an area of the United States and
we are honest in our purpose that what
we want to end up with is a system that
can operate on its own, and it is stripped
of all unnecessary obligations, why not
make it once and for all? Why have the
subsidies after the new system is set in
motion? Why promise them ahead of
time they do not have to succeed?
Mr. HARTKE. First as a practical matter there are serious problems. In my
State on those highways which are nonFederal we have 11,000 bridges which are
one lane and limited to 4 tons. In certain
areas of my State unless they have a
method to provide for those areas they
would have no service at all.
All I can say to the Senator is I think
the terms of abandonment are much too
strict; but I am willing to abide by the
decision of the committee and support
the bill as it is. I think abandonment
under this will be rather severe. I think
the outcry will be rather loud from people
who will find no method to get back into
service, even with the subsidY. My concern would be on the other side of the
coin from the Senator from Nebraska, but
I did not prevail in the committee. I am
willing to go ahead and tell the Senator
that I think those people in the committee who have been concerned with providing a viable, economic system which
will provide services to the communities
and still provide a method of taking care
of those that are not a part of the core
system have done a remarkable job of
providing a competent, not too expensive
method of continuing the services.
The Senator asks, would I give them
90-10 financing? I would say yes. I do not
see why we should have only a 25-perccnt subsidy for the railroads when we
have a 90-percent subsidy for roads for
.trucks. But that is not in the bill. This
bill provides for 75 percent from the Federal Government and 25 percent from the
participating intervenor that is to be
funded by the States, under their plans,
under the guidance of the Transportation
Department.
I tell the Senator that those abandon-
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ment procedures are so much better than
the present ones that this is a major
change of great significance.
Mr. CURTIS. On the question of
abandonments, I do not like abandonments. I have protested them. I have
gone to the ICC. I have protested them
with respect to the railroads. I want
them to serve my area, too, but we have
wide areas in Nebraska with no rail serv-'
ice. We have wide areas with very limited service. There was no subsidy program to keep them going, which probably was the right thing. I think that
perhaps that is one of the reasons why
the roads west of Chicago are in better
condition and are not asking for a bailout.
I! we are to spend all these millions
of dollars for study and ICC has a plan
and the Secretary has a plan and they
get going and say, "This is it; if we reduce the mileage, if we eliminate the
duplication, if we do some other things,
if we stop trymg to have a railroad
within a very few miles of every point,
then we will have a system that can
operate on its own," certainly, if we do
all that, we should not, ahead of time,
make a request for failure by saying, "We
will still give you a subsidy." It seems to
me the subsidy should end when the new
operation is ready to go.
Mr. BEALL. Mr. President, will the
Senator yield?
Mr. HARTKE. I yield.
Mr. BEALL. May I suggest that this
is a compromise between the position
the Senator from Nebraska is advocating
at the present time and the one advocated by the Senator from Indiana a
minute ago? We recognize that there are
too many lines existing in the northeastern part of the United states. We recognize that for a new corporation to be
economically viable, it is necessary that
many of those lines be abandoned. At
the same time, we recognize that also, in
the public interest, for reasons outlined
by the Senator from Indiana, where
there is no other mode of transportation
available, there should be an opportunity for people at the local level to determine whether it is in their interest
that the lines be continued. That is why
we have the subsidy.
It seems to me it would be unfair if we
did not allow them to participate in the
continuation of the plan. Further, we
l"ecognize that continuation itself imposes a pretty severe financial burden on
any subdivision involved. So, for that
reason, we provide this 75-25 ratio.
It will be noticed in the next section
of the report that we authorize also
loans, so that subdivisions may purchase
a line that was to be abandoned. Here
again, the ratio is 75-25.
So the logical thinkmg would be that,
once they have the opportunity to experiment on an operational subsidy, they
can make a determination. I! they decide to continue it. they can do it by loan
or continue it with a contractual relationship with some railroad.
The point here is that, unlike areas in
Nebraska mentioned by the Senator,
where there has been no line before-Mr. CURTIS. Oh, yes, there have been.
Mr. BEALL. Someone here has to de-

termine whether it is economically
viable to continue.
Mr. CURTIS. There are many areas!n
Nebraska where there has been railroad
service, or where the track is still there
but there is no service. Sizable sums are
bemg asked to be paid by the taxpayers
to do what the railroads in these areas
should have done years ago, in unification, but tlley were met 'with political
problems. It seems to me that, at the
time of this investment in a unified railroad system that is supposed to do the
work, once that point is reached, the
time for the subsidy should end.
What areas are there where there is
no alterantive means of transportation?
Mr. HARTKE. I would answer the
Senator from Nebraska's question by
saying a lot of areas.
Mr. CURTIS. Where, for example?
Mr. HARTKE. Perhaps I can help
clarify this matter. The association is
faced with the problem of coming up
with an organization that is financially
viable. They come up with a system plan.
They say this system plan is financially
viable. U we were merely charged with
providing necessary services, we might
not have to also address th1s other problem. We are faced with the problem that
either we are going to make this corporation financially viable or we are
going to put on lines which would not
pay their way and should be excluded
from the system.
The Senator is saying that the taxpayers are being asked to provide these
additional moneys. One thing the taxpayer is not being asked to do is adopt a
system plan and a corporation which, on
its face, is financially insolvent before
we start.
That is the whole thrust of the bill. It
is to take a group of bankrupt railroads,
put together a system which is financially viable and continue sel'vice with the
least expense to the taxpayer m the process.
Mr. CURTIS. It seems to me that if
this legislation has any purpose, its purpose is to so strip from this program
excessive mileage so that it can operate
on its own.
Mr. HARTKE, I think that will happen. That will be the end result.
Mr. CURTIS. But the Senator from
Nebraska thinks that the offer of a 2year subsidy to go on, with all the problem operations they have now, is an invitation for political pressure for it to go
on always. And if that happens, then we
have spent all this effort and planning
and money to bring about a system that
cannot stand on its own.
Mr. HARTKE. I do not think, 1lllder
the bill, that will be the l'esult. I think
there is no question that the bill is so
drafted as far as the central system is
concerned, that substantial mileage will
be abandoned, I do not think any member of the committee will disagree with
that.
Mr. CURTIS. Coming back to my
original question of a few minutes ago,
what type of area is there where there is
no other means of transportation?
Mr. COTTON. Mr. President, on that
point, will the Senator yield to me?
Mr. HARTKE. Yes, I will be glad to
yield to the distinguished Sena tor from

New Hampshire; who 1lllderstands this
matter.
Mr. COTTON. Mr. Pl:esident, I would
like .for the benefit of my friend, the
Senator from Nebraska, to show him why
this is so necessary in the bill.
It is not possible to have this map
printed in the RECORD. However, hue is
a map of my own State.
As far as this new corporation is concerned, I have reason to believe, based
upon indications from the Department
of Transportation, that the only service,
as far as the state of New Hampshire is
concerned, would be from the Massachusetts line to Manchester, and across
the southeastern corner of the State,
from Massachusetts into Maine, passing
near Portsmouth for a total of some 50
miles.
We now have several rail lines, as
sho'wnon this map, up and down the
State. Most of those lines are in the process of being abandoned.
The State of Vermont faces the &'lme
situation. However, the State of Vermont
has already acted. It has purchased
track to provide freight service all over
the state.
As a matter of fact, at the request of
the distinguished· senior Senator from
Vermont (Mr. ArKEN), a provision was
agreed to by the committee to enable
States, such as Vermont, to continue
operations which they have undertaken.
In my own State, this is a sparsely
populated area across here. However, it
has to have some kind of freight transportation. Our Governor has already
recommended, and our legislature is considering, purchasing at least an essential
part of this system, which it will then
try to get it in operation.
This bill, in title IV, at least leaves that
door open.
Perhaps this is an unjust statement,
and I do not intend it to be. However,
to my mind, the Department of Transportation has exhibited an almost complete indifference to the transportation
needs of all areas north of Boston. I! it
were left to DOT and if we were to depend upon this new corporation, fourfifths of my State would be a desert as
far as any kind of rail transportation is
concerned. Yet, such transportation is
the life blood of the many small industries which we still have, but which we
stand to lose without transportation.
Many people in New Hampshire, reading newspaper reports, think this is a
good bill and that it will do something
for them. If the truth were known, I hate
to even vote for the bill. The only thing
that the three Northern New England
States can hope for, and the only thing
that my State can hope for, lies in the
subject the Senator is now discussing.
This legislation formerly was called
the Northeast rail bill. Now, it Is properly called the Northeast and Midwest
rail bill. However, as far as the Northeast is concerned, particularly the vast
area in northern New England, this bill
does not do that much.
Subject to amending certain provisions. I may be compelled to vote for
some things in this bill, simply to give
my State an opportunity to survive.
Mr. CURTIS. Mr. President,I commend the Henator for his attitude. I do
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not think he should have any other attitude than to serve his people.
I am not prejudging the legislation at
all. However, I raise the question as to
what areas are there in which no alternative can be found for transportation.
Mr. HARTKE. Mr. President, let me
say to the Senator from Nebraska that
we have two problems. We not only have
the problem of area but we also have
the problem of material. In some cases,
material cannot be found. For example,
the big generators for a lot of plants
that are proposed' cannot be moved in
any other way than by rail.
We have in the north central area of
Ind~ana. a locality whicll, because of the
peculiarities of the area, is not being
served by the Federal highway system.
A bridge is limited to 4 tons. Many of
them are limited to I ton, with practically all trucks being much heavier than
that. There is no way to provide service.
I think that the Senator from Nebraska has raised a very valid point.
Mr. CURTIS. Mr. President, does the
Senator from indiana mean that there
are areas where highways and bridges
to carry freight cannot be built?
Mr. HARTKE. There could be if we
were to build new highways. The State
has no such plans. The Federal Government has a plan to provide highways to
take care of this transportation.
Mr. CURTIS. Mr. President, in the
western part of our country. when they
did not have rail service, did they not
have to build highways to move about?
Mr. I::ARTKE. They will probablY have
to in this case. What the Senator from
New Hampshire has said is so true. The
Senator from New Hampshire has been
very helpful in this legislation. However, because of the fact that the bill
does not in its thrust deal with anything except perhaps a maximum of 40
miles potential, the only hope for any
type of operation which is necessary up
there is contained in this provision. And
even that is no guarantee.
Mr. CURTIS. Mr. President, I have always fought vigorously the abandonment
of rail service. And I expect to continue
to do so. However, I am not satisfied with
the statement that there are areas of
the country where alternative types of
transportation cannot be provided.
I also question how much good we do
a State or a locality or individual shippers in making plans for the continuation of service by saying, "You can have
a subsidy for 2 years, and that is it."
Right now we have in mind going on
from now on with that subsidy, or else
we are offering them an im':nssibility.
Mr. HI\RTICE. I do not think that is
true. I think that there are some situations in which there wiJI be efforts made
to continue the subsidies beyond that
period.
I say that in all fairness. I do not say
that on behalf of other members of the
committee. I am not too sure they would
agree with that. I do not want to mislead anyone. I do not know what is going
to happen.
1 think that some parts of the country
will be faced with an entirely different
situation and an. entirely different problem than those the Senator from New

Hampshire is talking about. The issue
will become not the matter of too much
subsidy. People will not understand that
there is major surgery being doile on
rail service. I do not think there is going
to be enough money to subsidize the
projects that all of the people will be
yelling for. There will be an outcry for
subsidies.
Mr. CURTIS. Mr. President, I am not
too sure it is. What I am wondering is
whether we are going to have a very
expensive piece of surgery built into the
system with the encouragement and
pressure to continue the status quo with
the subsidy.
Mr. HARTKE. Let me say to the Senator from Nebra~ka-and I think I am
one person on the committee who has
a right to say this, because of my basic
opposition to the approach used in this
bill-though I am willing to concede
that it has certain merits-the justification for complaint about the cost of
this bill, in my judgment, is not in the
subsidy prOVision. If the Senator from
N'ebraska is worried about the costs,
that in my opinion is not the place where
the concern should occur.
That cost, at the maximum as of now,
is $200 million. That is the maximum under the bill. But I am saying to the Senator from Nebraska the legislation could
be more costly than that.
There is a potential in this bill to pay
much more if loans are defaulted upon.
I hope that will not happen. The cost
problems are not really in the subsidy
section.
Mr. CURTIS. Where is it?
Mr. HARTKE. It is in the overall cost
of upgrading and putting together a
financially serviceable operation using
guaranked loans.
How are they going to replace a railroad system which has deteriorated over
the years? How are they going to upgrade
the track, build new equipment, make
the necessary-Mr. CURTIS. How does the bill provide for that upgrading?
Mr. HARTKE. I beg the Senator's pardon?
Mr. CURTIS. How does the bill provide for getting the funds to put tracks
and rights-of-way in condition, and then
have usable equipment to roll over them?
Mr. HARTKE. The theory of the bill
is that if you rationalize or reorganize
this railroad system to a financially viable operation in the first place. then
it has a chance to obtain private capital in the long run. I think that is a fair
theory; In other words, if yoU take off
the lines which at the present time are
not profitable and provide what amounts
to a rationalized system, and say, "Now,
here we have a system which, on the
basis of our projections, can produce
money," you will provide an opportunity
Ior the new corporation, then, to obtain
cash from private resources.
In addition, this bill does provide for'
payment of certain labor protection costs
which will be paid by the Government
and Which. will also relieve the corporation of financial burdens. In addition, we
have provided for sOInc. interim financing, which Is, I think, relatively small.
But in addition to the $85 million we
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have already voted in the Senate, the
bill provides for an advance from the association of an additional $150 million
to begin to hold and update the present
rail structure to be paid back by the
corporation.
In addition, the bill provides for loan
authority to be guaranteed by the Federal Government, and that obligational
authorit.y ultimately has to be affirmatively approved by the Congress. This is
the change we made; it must be affirmatively approved before the system would
go into effect.
So, on the question the Senator from
Nebraska has raised, where they are
Ultimately faced with a severe financial
drainage, they will have to come back
to Congress after the final system plan
is in effect.
I can say to the Senator from Nebraska
that in my judgment, most of the Congress is not going to be concerned about
the $200 million involved in the potential subsidy.
Mr. CURTIS. Well, now, is it a subsidy for replacing the roadbed, the rails,
and equipment, or is it a loan program?
Mr. HARTKE, Is it a subsidy for continuing rail service?
Mr. CURTIS. Yes.
Mr. HARTKE. It is not a direct subsidy.
Mr. CURTIS. Is it or is it not?
Mr. HARTKE. There is no direct subsidy. I think it is only fair to say that
when you guarantee any type of obligation, that, in effect, involves a subsidy.
Mr. CURTIS. The $85 million the Senator was talking about to start to upgrade these lines so that they can move
a train fast enough, is that a loan or a
subsidy?
Mr. HARTKE. The $85 million is a
grant, pure and simple, just to try to
keep the railroads going so we do not
have to have midnight sessions to give
them $100 million to meet an emergency,
as we did the last time.
Mr. CURTIS. What is the $85 million
for?
Mr. HARTKE. To pay the bills.
Mr .CURTIS. What kind of bills?
Mr. HARTKE. To pay for the fuel-Mr. CURTIS. I am not talking about
operations costs. What I am talking
about is, does this bill provide for the
subsidiation of the improvement of the
railroad and the equipment?
Mr. HARTKE. No.
Mr. CURTIS. Not at all?
1\1:1'. HARTKE. Well, let me-here: If
you had. for example, a piece of track
which washed out in a flood, this $85
million is interim financing to keep the
railroads going. It is really basically operating cash, and a Federal grant. It is
not intended to upgrade the track; it is
just to keep the railroad going during
the interim peliod.
Mr. COTTON. Mr. President, will the
Senator yield?
Mr. HARTKE. I am glad to yield to
the Senator from New Hampshire.
Mr. COTTON. I would like to ask the
Senator from Nebraska a question. I
think he and I see eye to eye on this
situation. The bill, as It ):lOW stands; I
really fear. may ~be an entering wedge
for nationalization of the railroads. For
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that, among other reasons, in the com- this thing now. This is a substantive apmittee I voted with reservations to report proach, a procedure which provides for
the bill. I did so since certain of its pro- the end result of a rationalized core sysvisions are needed to save rail transpor- tem hopefully, that can be, financially
tation in my state. Thus, I am torn be- viable and continue to provide service
tween what I have got to do for my state in this area, without the threat of the
and what I fear.
court liquidating the railroad. The court
But, let me say this to the Senator, if said that unless the railroads or someone
you take away this provision which per- comes up with a system, they will liquimits the States, with some Federal aid, date. This is the point I made earlier in
to take over rail lines that are being my statement. On liquidation of the railabandoned, then just as sure as night roads, I do not know what we will have,
follows day, you will have an outcry from and I do not think anyone else knows
the many sections of the country covered either. But I do know liquidation would
by this bill concerning abandonments by be a disaster for the people of this
the new corporation that is established. counrty.
Then this bill will be an entering wedge
Mr. CURTIS. I am not a member of
for sure-a camel's head in the tent- the Committee on Commerce, as the Senfor piecemeal nationalization of the ator well knows, but it appears to be
more qualified than I am in transportarailroads.
Mr. HARTKE. I agree with the Sena- tion matters. The thought does occur to
tor from New Hampshire 100 percent. me, however, that we have got two problems. We have got one problem of trying
I think he has stated it fairly.
Mr. CURTIS. Let me ask this: Was the to work out a system where the business
action taken by the State of Vermont is such that if it is properly organized,
made with the foreknowledge that this .the number of miles reduced, the duplication reduced, the featherbedding
legislation would be enacted?
ended, and the other things, it could go
Mr. HARTKE. Quite the contrary.
Mr. CURTIS. I beg the Senator's par- it alone, that because the railroads-and
they were restrained by Federal laws, I
don?
Mr. HARTKE. Quite the contrary. In realize-but because they were unable to
other words, what they are trying to do effectuate such a unification, the Govis salvage their situation in Vermont and ernment is stepping in and doing it. We
New Hampshire at the present time, and are spending millions of dollars to get
they are having a rough time trying to it done. At the end of the road we should
do it. In fact, it may be a financial impos- be entitled at least to hope and expect
sibility, for them to succeed the way it that we would have a working, paying,
is now. I would imagine it is financially taxpaying railroad corporation when we
impossible for them to do it. The prob- ended up.
Now the areas that fall outside of it,
lem is that big.
What the Senator from New Hamp- I am not saying they are not entitled to
shire is saying is that all of us have cer- any consideration, not at all, but I doubt
tain reservations about what we are do- whether the two problems should be
ing here, but all of us know we had bet- mixed. The problem of transportation,
ter do something, otherwise we will be whether it takes a subsidy, a guaranteed
meeting in midnight sessions again, do- loan, nothing, or going to highways, or
ing what we did in March or February what not, those areas tl.at could support
of last year, hurriedly putting together a unified efficient railroad operation,
something to keep the railroads going. that problem .should be dealt with separately and not dilute the main object
I think last time we voted $125 million.
If we do not, as the Senator from New which, I assume, was to devise a railroad
Hampshire says, we will face. the poten- system that will work, and by work, I
tial of nationalization, and we will have mean pay its way, pay its taxes, provide
employment, and serve the public.
insured nationalization.
Mr. HARTKE. In effect, that is what
Mr. CURTIS. If we ended up with a
unified system which could pay its way, we are doing.
Mr. CURTIS. But you are putting it
and confine it to that purpose alone,
would that be a step toward nationaliza- all in one bill.
Mr. HARTKE. We have no choice but
tion?
Mr. HARTKE. I think it is a question to do that. We have to make up our
of interpretation. You can interpret it minds what we will do about the other
any way you want to. I would say no, lines. So far as the railroad corporation
some would say yes, some would say ab- is concerned, the operating corporation,
we must insure that it will be in no way
solutely no.
Mr. CURTIS. The Senator spoke of a be burdened with the additional probcompromise here. Are there not rather lem of the abandoned lines. Ultimately,
actually two diametrically opposed the- the question is going to come back to
Congress within 2 years, with the final
ories of transportation involved?
Mr. HARTKE. As far as my position is plan, even as to the abandoned lines. So,
in effect, we have separated them. They
concerned?
may be in the same bill; but the question
Mr. CURTIS. Yes.
Mr. HARTKE. No, I do not think that. of abandonment is separate from that of
It is not a question of compromise in ulti- the viability of the corporation itself.
Mr. COTTON. Mr. President,. will the
mate end goals, but one of procedure.
The substantive question is the same. I Senator from Indiana yield?
Mr. HARTKE. I yield.
would not be for this measure if I did
Mr. COTTON. May I say to the Sennot think, on the substantive side at
least, it is a proper approach. All I am ator from Nebraska that we can go a
saying is, I thought we started at the little further. The Senator from New
wrong end, but that is over. We are into Hampshire has worked long and hard on
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this problem. Not only are we not combining two elements that do not mix, like
oil and water, in attacking the two separate problems in one bill, but the fact
is that the provisions of this bill are insurance. May I again say to the Senator
that this is what we warit to do and what
we hope to be able to do. God knows we
cannot guarantee it, but we want a new
corporation created which will boil down
the present service to the essential part
of advanced railroad transportation in
the ~ortheast and the Midwest. It therefore must cut off lines without sufficient
traffic in order to stop financial losses
and retain, as has been very well phrased
by other Senators, "the core." We hope
and believe that this can be done so that
a system is set up that will pay for itself
and that will not constitute a constant
drain on the Federal Government. Further, we hope to establish a system which
will not constitute a push toward nationalizing the railroads.
However, if we do not act by providing some help so that States, localities, or regions that need freight transportation can keep their industries alive,
then perhaps the pressure from constituents-I do not know about Nebraskawill mount to add a few miles here and
a few miles there so as not to shut out
this county, this locality, or this section.
It will constitute such a great pressure
that we will be setting up a system which,
just as the Senator from Nebraska said
so well a few minutes ago, cannot pay
its way. The minute we do that, we will
be marching right down the high road
to piecemeal nationalization of the railroads of this· country, which we must
avoid.
I can understand what the Senator
feels concerning the apparent combination of two divergent elements in the
bill. However, actually the bill is a proposition which, on the one hand, will pay
for itself, and on the other, by way of
insurance, do something to prevent the
outside pressure from undercutting the
whole proceedings. Otherwise, we might
be forced to set up something that will
not pay for itself, that will be a perpetual drain on the Treasury and that
would lead to nationalization of the railroads.
Mr. PEARSON. Mr. President, will the
Senator from Indiana yield?
Mr. HARTKE. I yield.
Mr. PEARSON. Mr. President, I have
some concern that the colloquy today,
justifiably raised by the Senator from
Nebraska as it }'elates to the Northeast
railroads, will have the RECORD give the
impression that this is a Northeast problem when, as a matter of fact, the abandonment procedure was title II in the
Surface Railroad Transportation Act of
last year that died on the calendar. It
came about and was adopted by the committee, .because of a concern that some
of us had in the Midwest part of the
United States.
For instance, in the State of Kansasand I cite it because I feel that our two
states of Nebraska and Kansas are so
similar-about half, or 48 percent, of the
lines in the State of Kansas are branch
lines.
It was in anticipation of the abandon-
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ment of the branch lines that the Senator made reference to, because he pro'"
tested, and I have been protesting in the
past, that the case lies in developing some
sort of mechanism to let the branch lines
continue.
It so happens that the ICC rule, which
is called the 34 carload rule was
adopted and was just upheld by the Supreme Court of the United States 2 weeks
ago. That would say that if a line did
not produce 34 carloads per mile per year,
there was a prima facie case for abandonment. That would translate, in the
State of Kansas, to the abandonment of
a third or a half Of all the branch lines.
Those figures can be modified and applied by every State in the United states,
particularly Kansas and Nebraska.
Our grain people say that with this
quickie abandonment proceeding, in
about 6 months we will face a very severe
problem in the aericultural belt, in Kansas and Nebraska.
The ori:;inal amendment that the Senator from Maryland and I propose would
apply this abandonment procedure to
. the entire United States. We abandoned
th::lt abandonment procedure, because
most of us felt that the Northeast problemwas now acute, with the problem of
getting this bill on the floor and getting
it passed, now that the House has acted,
and we are so desperate that we really
ought to abandon that and go directly to
the Northeast.
But this proposal is going to be back,
and I hope the Senator will join me in
bringing it back in another bill, in another form, so that we can alleviate a
situation th:lt is going to have enormous
economic effect on the wheat section of
the United States.
Mr. CURTIS. I agree with the Senator,
and I commend him for his efforts.
The Senator from Nebraska does not
buy the 34-carload rule, because it is a
matter that cannot be determined with
mathematical certainty. Something may
originate on a branch line, but it goes
a long way on the main line. There will
be a good many main Jines. How are
the costs and benefits going to be divided? It is not subject to adding a column of figures and saying this is it. It
is a matter of theory and an element of
judgment and that sort of thing.
The Senator from Indiana said they
were legislating with a gun at their
heads, and that was the courts. I want
to say that those west of Chicago have
a gun at our heads. If there are no railroads east of Chicago, there is no place
to which we can ship.
To the extent that they would make
a unified, efficient, workable railroad
plan to take the freight on, you have a
national problem. To that extent, and
that limited extent, in the opinion of
the Senator from Nebraska, it is a national problem. But whether or not some
community in Indiana is disappointed
that this unified system did not go
through their town is a local problem.
The national problem must be weighed
in connection with its effect upOn the
national commerce, the flow of the necessary supplies to the very section of the
country, the needs for national defense.
t happen to be one of the individuals

who fought vigorously against the mail
service discontinuing the use of the railroads, because that was the beginning of
much of the trouble in our area. So we
caillIot cite the carrying of the mails
as one of the national problems; but
certainly the fiow of commerce from one
section to the other and the national
defense needs constitute a national problem.
However, not all transportation problems are national problems. There are
cities today that have problems because
a railroad cannot run into it and do it
profitably, when, as a mater of fact, the
local taxation so j-,axes the rail lines running in there that they do not have to
know very much mathematics to realize
that nobody can run a railroad into that
city.
On the one hand, they have said, "Give
us a railroad." On the other hund, they
have taxed the right-of-wny to such un
extent that no business genius could ever
run a railroad there.
Same of those things are local problems. Part of thi3 is a national problem.
But not every transportation problem
that we can think of is a nationol one.
r tlnnk the distinguished Senator for
yielding.
Mr. HARTKE. I th:mk the Senator
frOln Nebraska for being helpful in tllis
matter.
The members of the committee, and I
wish to pay special tribute to Senator
PEARSON and Senator BEALL, who have
worked hard on the question of abandonments. Our difference of opinion on most
of these measures is minor, and it may
be a matter of procedure.
I thank the Senator frem Nebraska for
bringing this matter to our attention, and
I can assure him that the 34-carload
abandonment rule is going to be facing
him very soon. He will have hi3 chance,
perhaps even on this bill, to vote on some
of these amendments.
We have attempted to minimize the
cost to the taxpayer and to maximize the
posibiiities for the success of a viable
railroad system in the Northeast and
Midwest, one of which will adequately
service the people who are served there.
I have some figw'es for some of this in
Nebraska. Nebraska receives over 97 cal'S
a day from the Northeast, more than
1,165,000 tons a year, and it ships over
145 cars a day to the Northeast.
Mr. CURTIS. Will the Senator give me
those figures again? We have wondered
who has been stealing our cars all the
time. [Laughter.]
Mr. HARTKE. Nebraska receives 97
cars from the Northeast and ships out
145 cars a day to the Northeast.
Mr. CURTIS. We cannot make any
money that way. We send you 145 cars,
~'ou steal them, we never see them again,
and you send us 97. That is what, as the
distingUished Senator from Kansas said,
is causing so much trouble.
Mr. BEALL. I point out that it is a
'
very favorable balance of trade.
Mr. CURTIS. Ow' railroads, operate
efficiently. They pay their taxes. We send
the cars and you steal them.
Mr. HARTKE. The Senator from Nebraska points to a different problem,
which is covered by another portion of
the bill. I sympathize with the Senator.
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Mr. CURTIS. We cannot ship on sympathv. [Laughter.] We have tried that,
and it will not work. Communities have
lost great sums of money and individual
farmers have lost great sums of money,
because they could not ship out the
grain.
Mr. COTTON. Mr. President, the distinguished Senator from Maryland (Mr.
BEALL) is managing this bill for the Republican side of the committee. As ranking Republican member, I am most
grateful to him. He has done a great deal
of Work on this bill, and has taken the
responsibility of leadership. I shall do
all I can to help him.
Mr. President, the bill, S. 2767-the
propm:ed "Rail Services Act of 1973"represents the work product of many
long and arduous hours of work by the
Committee on Commerce, on which I am
privileged to serve as the ranking Republican member. I therefore joined with
my distinguished colleagues on the committee in voting to order the bill reported
to the Senate. But, Mr. President, I did
so expressing reservations, particularly
with respect to the employee protection
provisions of title VI of S. 2767.
In this connection, I invite the attention of Senators to the additional views
of the distinguished Senator from Michigan (Mr. GRIFFIN), the distinguished
Senator from Kentucky eMr. COOK), and
the distinguished Senator from Maryland (Mr. BEAU), who is managing the
bill for our side of the aisle, in which I
joined, setting forth our mutual concerns
with respect to the collective bargaining
agreement embodied in the provisions of
title VI of this bill, and which must be
paid for with the money of the American taxpayer. These additional views are
to be found on pages 139-141 of the committee report, accompanying S. 2767.
I anticipate that amendments may be
offered to these provisions of the bill,
and at such time as such amendments
are offered, I shall have more to say in
this regard.
Mr. President, the purpose of S. 2767
is to salvage the rail services operated
by some seven insolvent class I railroads
operating in the Midwest and Northeast
region, encompassing some 17 States and
the District of Columbia, which are
threatened with cessation. It would propose replacing su::h railroads with a new
and Viable rail services system. The evolution of such a new and viable rail service system will be both a painful and
costly. However, notWithstanding my
own personal reservations with respect
to the expense of such a restructuring, I
must acknowledge the necessity for it
and the attendant cost. especially when
considering the potential adverse econor,\~ impa-::t upon th() several States
in the affected region, if this necessar'y
remedial action is not Wldertaken in r.
prompt and timely fashion.
In vie'V of this restructw'ing, Mr.
President, I invite the special attention
of Senators to the provisions of title IV
of the pending legislation, S. 2767, entitled "Local Rail Services." Our Committee on Commerce,. mindful of the
necessity for continued rail service in the
several affected States, has' sought to
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come with a viable solution to enable the these conditions in the Northeast are
States and local or regional transporta- complex. They run the gamut from poor
tion authorities, in cooperation with the productivity to governmental economic
special office established by this bill in regulation and managerial inadequacies.
the Interstate Commerce Commission Changing economic conditions, the deand the Secretary of Transportation, to velopment of the world's best highway
obtain Federal assistance for the con- system, Federal support for inland water
tinuation of local rail service. I believe systems-have all had their impacts. A
that this is a most important provision' cycle marked by inSUfficient earnings, deof the bill, and one which should meet ferred maintenance, and poor plant and
with the approval of most Senators.
equipment, has seriously undermined the
Mr. President, I should like to conclude ability of rail carriers to efficiently and
my opening remarks by expressing one effectively provide needed services. This
note of caution to my colleagues in the undermining has produced a further eroSenate. That note of caution is that the sion of the rails' market share, further
scope of the pending legislation, S. 2767, earnings reductions, and the cycle conshould, to the extent practicable, be tinues. This legislation comes before us
limited in its application to the several none too soon.
Largely through the hard work and
affected States in the region. I was aware,
and I am sure my ('ulleae-ues on the com- long hours which the senior Senator
mittee were aware, of the desires of many from Indiana has given to the Northeast
Members of the Senate to undertake con- railroad crisis we have before us today
sideration of remedial legislation dealing legislation which addresses this most
with the railroads on a nationwide basis. critical of transportation problems. The
However, in light of the brief period of Rail Services Act of 1973 will replace the
time remaining in this session of Con- bankrupt corporations with a new and
gress and the pressing need for this leg- more efficient rail services system. We
islation, I believe that prudence dictates are not attempting to "bail out" existing
that we in the Senate adhere to my pro- corporations. In addition, this particular
posed limitation on the scope of appli- bill resolves many issues raised by the
cability of the pending legislation. Mr. minority members of the committee
President, I believe we can more appro- which were left unaddressed by other
priately address other issues of a na- versions. This again, I feel, is a tribute
tional character at a later time when to the conscientious and knowledgable
manner in which Senator HARTKE apwe are under less pressw·e.
Mr. BEALL. I yield myself 10 minutes. proached this complex transportation
The State of Maryland today has 1,145 issue.
miles of rail trackage. Of this 40 percent
The legislation would establish the
is operated by bankrupt carriers-car- Government National Railway Associariel'S whose ability to continue to provide tion. This nonprofit association will plan
critically needed rail transportation and finance the acquisition, rehabilitaservices is in question.
tion, and modernization of a new railThe situation in Maryland is unfor- road system throughout the Northeast.
tunately not unlike that in 16 other Once the new system is developed, it
Northeastern States. For example Con- will be operated by the for-profit United
necticut has 80 percent of itstr~ckage Rail Corporation.
operated by bankrupts; the State of
The most essential prerequisite to the
Pennsylvania has 79 percent of its rail development of a successful rail system
trackage operated by bankrupt carriers. capable of meeting the region's transIn New York the percentage is 86. Simi- portation reqUirements is a considerable
lar situations exist in New Jersey Dela- measure of plant "restructuring." That
ware, Rhode Island, and Massachusetts. is a nice way of saying excess track and
These are among the most highly indus- other facilities need to be cut. Railroads
trialized States of the Nation. Rail trans- grew up in the 18th century and at that
portation services are essential both to time their only real competition was the
the economic health of the Northeast horse and wagon. Competition between
region and the well-being of the entire the various railroads was keen and as a
Nation. Our dependence as a nation on result railroads tried to serve the maxiefficient rail transportation cannot be mum number of communities. Railroads
overemphasized in periods of normal eco- only 30 miles apart could be profitable
nomic conditions. This dependence is before other modes of competition. The
heightened in a period when we are faced introduction of the motor vehicle and
with a concurrent energy crisis. If the the increase in the capital requirements
people are to enjoy the standard of living of rail lines have changed the situation.
to which we have become accustomed
Yet, the bill will afford protection to
then the maintenance of efficient move: areas which might otherwise lose servment of industrial supplies and products ice ~y provi~~g for r~il service-continis absolutely imperative.
. uatIOn SubsIdIes. It WIll also assist States·
Today there are 13 railroads serving and local transportation authOlities in
the 17-State Northeastern region Seven the purchase of lines threatened with
.
.
.
abandonment.
of these carners are 111 bankruptcY. The
It has been noted that tllis restructurtrustees of the largest-the Pent; C~n- ing process will also reduce the labor retra~-h::ve filed a plan of reorgall1zat~on quirements of the rail industry in the
which, 111 the absence of Federal assIst- region. That is true and unusual emance, calls for the liquidation of Penn ployee pi'otection conditions are afforded
Central rail assets and accordingly a under the bill. For reasons I will outline
cessation of transportation service. The later, I have serious reservations regardNation needs that service.
ing these provisions and the precedent
The issues which are responsible for Congress would be establishing.
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Thus, state and local commwlities and
labor are insured against detrimental
impacts during the transitional period
while the region and the Nation will
benefit from an improved rail transportation system.
Here is how it will work. First comes
the development of a comprehensive
analysis of existing and future rail service needs in the region, and a study of
methods of achieving economies and the
cost of providing necessary rail services.
The Rail Emergency Planning Office, to
be created within the Interstate Commerce commission. under this act, will
evaluate the report of the Secretary of
Transportation on rail service needs in
the region. This ICC grOUp-,-in an initial
report to the Congress-will identify the
rail services system which it believes will
best satisfy the region's requirements.
The reports of the Emergency Rail
Planning Office will be an input to the
Government National Railway Association in preparation of preliminary and
final system plans. The final plan, after
ICC review, will be submitted to the Congress. The Congress will then have the
choice of approving the plan, and sending it back for modification. In addition,
the obligational authority needed to
carry out the final system plan must be
approved by a joiilt resolution of Congress, thus requhing congressional approval of the fundlng to be made available to the association for implementing
the plan.
Subsequent to congressional approval,
the board of the association will create
the for-profit United Rail Corporation
which will, in turn, acquire the rail assets
needed to provide the services designated
under the congressional-approved plan.
After the transfer of properties the final
system plan will be implemented through
a program of consolidation and modernization.
The funding mechanism developed under the bill enables· the association to
provide assistance to the United Rail
Corporation for use in acquiring necessary plant, equipment, arid facilities. Additionally, for purposes of implementing
the final system plan, the association may
also provide financial assistance to Amtrak and other railroads in the region.
These loans would be guaranteed by the
Government.
Since the Nation must have benefit of
rail service during the plannhlg phases,
the Secretary of Transportation is authorized to grant the seven bankrupt carriers up toa total of $85 million for use
in maintaining a stable level of service.
This provision is needed to prevent
erosion of the estates of the bankrupt
railroads.
The bill also provides that the Secretary, with the approval of the association, may provide up to $150 million in
additional interim assistance to the
bankrupt carriers for acquisition, maintenance, and improvernent above current levels of both equipmellt and track.
U1lited Rail Corporation, when it takes
over, will have an operable railroad
system.
Passenger service will be dealt with iIi
the plan-an especially critical item in
view of the energy crisis. All essential
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passenger routes will be maintained. In
addition, I am particularly pleased that
the Northeast corridor will allow highspeed trains to travel between Washington and Baltimore and will receive such
attention. In S. 2767, the Corporation is
directed to lease or sell the properties
i~l this corridor necessary to implement
the Department of Transportation's recommendations for the Northeast corridor. This will allow development of highspeed ground transportation in the corridor and will also provide needed working capital to the Corporation.
As was stated in the minority views to
the earlier Senate version, S. 2188:
During the hearings on similar legislation
concerning the Northeast rail crisis, we ex~
pressed concern that the initial Administration plan relied too heavily on economic
criteria at the expense of public convenience
and necessity.

But, the bill as reported mandates a
rail system based solely on public need
without consideration of economic viability. We seek a middle ground. Neither
the needs of individual users of the system, nor the railroads' profit and loss
statements, can be considered the sole
test in fashioning a solution to the problems in the Northeast.
Passenger service, of course, is only a
portion of the problem addressed by this
legislation. Mundane as it may appear,
freight service is vital and must be
treated as such. Yet while providing vital
freight service we are also aware of the
social issues and the local needs which
deserve full attention in this matter.
The Rail Services Act of 1973 balances
the need to develop an efficient rail system in the Northeast against the need to
continue rail service of some sort in
areas which might be otherwise left out
were it not for congressional concern.
This is achieved by enabling the Secretary to provide a maximum subsidy of
75 percent of the co~t of continued operations on lines in the region that would
otherwise be abandoned. The bill provides $100 million for each of the first
2 years once the final system plan is
approved by Congress.
Another alternative available to States
and local communities to minimize the
dislocation resulting from the abandonment of lines is through federally subsidized acquisition. Section 493 provides
that the Secretary can direct the association to provide loans not to exceed 75
percent of the purchase and rehabilitation costs of a line which might be otherwise be abandoned.
Thus the legislation would enable a
State or local community to continue
operation under a subsidy basis for a 2year period and acquire the line thereafter.
The restructuring necessary to the development of an effective Northeast rail
system will naturally cause some labor
dislocation. However, the bill provides
full protection for those adversely impacted through a formula based on the
time employed oy a bankrupt carrier and
annual wages for a preceding 12-month
period.
There are two major provisions of the
bill which address railroad problems outside of the Northeast. First, the association can provide loans to railroads out-

side the region where such assistance is
required to prevent financial failure.
Second, the bill recognizes the Senate's
<loncern with the freight car problemalready well established with our passage
of S. 1149 earlier in this session. That bill
is incorporated as title V of the S. 2767.
Although this is a regional bill, it is of
critical importance to the Nation as a
whole. As it has been pointed out in the
committee report:
A shut-down of the Penn Central would
produce a decrease in the rate of economic
actiVity in the region of 5.3 %' a decrease in
the entire Nation of 4%. and a decrease in
the GNP for the Nation as a whole of 2.7%
after the eighth week of such a shut-down.

I have selfish concern for my constituents-of course it is essential to my
State and its people. For example, it has
been estimated that there would be a 40percent reduction in production at Bethlehem Steel at Sparrows Point facility
at the end of the third week. Both the 60and 160-inch plate mills would close almost immediately resulting in the loss of
jobs for 600 to 650 men.
The Port of Baltimore ships exports
manufactured throughout the Nation;
and similarly brings into the Nation
products that are necessary to the health
and benefit of people throughout the
country. Railroads are essential to development of mineral resources in other
parts of my State.
n is also vital that the Eastern Shore
farmers have rail service for shipment of
their agricultural products. But it is
equally essential that your constituents
have that rail service in order to bring
fertilizer and farm machinery into the
area.
In summary, I believe S. 2767 provides
a good basis for resolving the Northeastern rail problem. There are differences between the House and Senate
bills. These can be addressed in conference committee. The urgent task before
this body is to pass the legislation and
then make certain constructive changes
needed in conference. Time is critical;
the Penn Central judge has been patient
thus far, but our failure to act in this
session could result in a shutdown of
service.
The legislation before us today is vital
to the national interest.
I strongly recommend its enactment.
Mr. CURTIS. Mr. President, will the
Senator yield for a question?
Mr. BEALL. I yield.
Mr. CURTIS. Will the Senator tell us
what treatment will be given to shareholders of the bankrupt railroads and
those who are not bankrupt, whose business will be taken over by the new corporation? What treatment will they receive and what treatment will the
creditors of these railroads receive?
Mr. BEALL. The Senator mentioned
the nonbankrupt railroads. I would point
out that the nonbankrupt railroads are
not affected by this legislation. There is'
no attempt here to take over the operation of profitable railroads.
Mr. CURTIS. Not even if a unification
and elimination of duplication is necesSary?
Mr. BEALL. The procedure to be fol-

lowed is to give profitable railroads the
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opportunity to pick up the services provided.
Mr. CURTIS. I will modify my question to say that tmder the bill what treatment will the stockholders of the bankrupt railroads receive and what treatment will the creditors receive?
Mr. BEALL. Stockholders of the Penn
Central, a bankrupt, will get the residue
of the estate. The creditors will get new
common stock in the corporation.
Mr. CURTIS. What is that residue?
Mr. BEALL. It is undetermined at this
point.
Mr. CURTIS. What is the status of the
nonrailroad property that a bankrupt
railroad might have?
Mr. BEALL. The nonrailroad property
is not included in the corporation. The
bankrupt estates retain title to the nonrailroad property.
Mr. CURTIS. Would the creditors get
common stock in the new corporation?
Mr. BEALL. The creditors would get
common stock in the new corporation.
Mr. CURTIS. Would they get common
stock before they exhausted all the remedies against the nom'ailroad property
as a bankrupt corporation?
Mr. BEALL. I thinl~ the Senator had
better ask the question again. I am not
an attorney. I cannot answer this particular question.
Mr. CURTIS. If the bankrupt companies are to retain their nom'ailroad properties as their own, will not that property first be used to pay their creditors,
rather than to let the creditors share in
the common stock of the new corporation?
Mr. HARTKE. Mr. President, will the
Senator from Maryland yield?
Mr. BEALL. I yield.
Mr. HARTKE. In the first place, I
think that a little distinction should be
made. This matter is in the courts. In
the first place, a decision then has to be
made as to the corporation acquiring
railroad property. The estate itself, I
think, under normal procedure, would
permit the secured creditors to participate in the stock of the new corporation.
Is that the question the Senator is asking?
Mr. CURTIS. Yes; but would they first
be entitled or required to levy on the
nonrailroad property of the bankrupt
corporation?
Mr. HARTKE. No; that is in the court.
The court has that property in reorganization.
Mr. CURTIS. The whole business is in
court, and the Senator is basing his premise on taking it out of the court.
Mr. HARTKE. No; we are not interfering with the court procedure or with
the reorganization. \Vhat we are attempting to pull out of the reorganization court and take from the estate is
such part of the business as deals with
transportation and a reorganized transportation ssytem.
Mr. CURTIS. Perhaps I do not understand this. I hope that before the debate
is over, there will be an opportunity to
check into the record and clarify it, because I would doubt very much that the
Senator has intended to let a bankrupt
corporation end up o\'\'''Iling its nonrailroad property clear, and its creditors be-
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economical, clean, and efficient service Corp. wQuld be establishad to run the new
system.
they deserve.
In tIle past. the six bankrupt railroads
Unknown to most Americans, freight
service was also getting worse. as freight have dropped unprofitable lines regardcars were late, misdirected, and even less of the impact on the local economy.
The costs of the ecoaomic dislocations
lost.
The causes are many and varied- resulting from abandonments are, howinept management, shifting economic ever, often greater than the cost of con.conditions, overworked equipment, and tinuing service on the lines. Thus, this
thousands of miles of poor track to name legislation authorizes the Secretary of
Transportation to SUbsidize service on
a few.
The 1968 merger of the New York Cen- , lines that would otherwise be abandoned.
tral and Pennsylvania Railroads was This is critically important to Connectihalled as the solution to the Northeast's cut which has many miles of so-called
rail problems. Rather than being the unprofitable lines that are nonethepanacea the public was led to expect, the less vital to the State's economic stability.
Until now one of the greatest contribmerger only exacerbated the situation.
Twenty-eight months after the merger, uting factors in the railroads' decline
Penn Central shocked Washington, Wall has been the sorry state of their tracks.
Street, and the Nation by admitting it Almost 7,000 miles of Penn Central's
track do not meet Federal Railroad Adwas broke.
At the moment the Penn Central and ministration safety standards. These
five other class I railroads in the North- tracks are often used but the trains must
east-the New Jersey Central, Boston creep along at a slow, unprofitable sJ;;eed.
and Maine, Lehigh Valley, Reading and In order to correct this the bill provides
Erie Lackawanna-are in bankruptcy for loan guarantees to enable the railproceeding and may cease operations un- roads to purchase new rolling stock and
less Congress acts.
upgrade their track and roadbeds. If the
H a cessation of service occurs, it would new rail system we are creating is to
lead to an economic disaster.
succeed, it must have a modern physical
These rail systems handle 45.5 miIllon plant to meet today's needs.
Simply preserving the status quo
tons of originating and terminating
freight each year-70 percent of that through this bill is not enough. We must
traffic being carried on the Penn Cen- seize this opportunity to review our
tral and Boston and Maine. These two transportation pl'iorities and make a firm
railroads alone service close to 10,000 commitment to expand the role of railshippers. The six carriers employ over roads in our economic life.
120,000 persons-a quarter of the rail
We must increase and improve rail
employees in the entire Nation. The areas passenger commuter and intercity servscrved by the Penn Central include 55 ice in our urban corridors. This bill takes
percent of our mauuacturing plants and a first step by requiring the Secretary of
60 percent of our manUfacturing em- Transportation to implement the Northployees. In addition to this private busi- east corridor project and begin trUly
ness the Penn Central serves 59 U.S. mil- high speed train service between Boston
itary installations and is the single larg- and Washington. We can not rest on that,
est carrier of mail in the Nation.
however. There is no reason why the
These railroads ship an average of 390 commuter from Connecticut cannot ride
cars carrying 19,.501 tons of material in- trains as fast and efficient as the ones
to my own State of Connecticut each day. his counterpart in Europe takes for
The Penn Central accounts for 20 per- granted.
cent of the State's total freight-freight
We must not only preserve the present
that could not be absorbed by other freight system but must increase it. At
modes of transportation. The railroad a time of growing energy shortages we
operates ('40 miles of track in the State, must use all of our transportation reemployes 3,900 men and women, and has sources. Railroads are almost four times
an annual payroll :')f $43 mlllion. In ad- more energy efficient than trucks and
dition, railroad supply industries provide 60 times more than airplanes for puranother 1,100 jobs.
poses of freight carriage.
Not only would these jobs be lost, the
It has been estimated that if we could
factories and stores dependent on the raise the railroads' percentage of total
railroad would also face disaster. Addi- ton miles from the current 35.9 percent
tionally, the current energy shortage to 41.2 percent by 1985 we could save 3.2
REJUVENATE NORTHEAST RAIL SERVICE
would grow worse as coal and other fuels ,percent of the crude oil we will need by
that date.
Mr. RIBICOFF. Mr. President, I am could not be delivered.
Should the Penn Central shut down
We have ignored our railroads for too
pleased to join as a cosponsor of the Rail
Service Act of 1973. This bill is desper- for 8 weeks, one study has predicted that long. While the Government has been asately needed to save rail freight serv- economic activity in the Northeast would sisting the highway builders and truckdecline at a rate of 5.7 percent. Nation- ers, the airlines and airports, the mariice in the Northeastern United States.
For years-for too many years-rail wide the decline would be 4 percent with time industry and to some extent mass
service in New England and the other the rross national product going down transit facilities, the railroads have
deteriorated.
Northeastern States has been deteriorat- at a rate of 2.7 percent.
In a word, Connecticut and t4e NaIt is time to restore them to their
ing. Most residents of the area saw the
proper place in our transportation netdeterioration first in passenger service. tion would suffer an instant recession.
The legislation before us today can work.
The commuters of my own State, ConMr. WEICKER. Mr. President, I send
necticut, have lived with dirty, unheated, prevent such economic chaos.
The Rail Services Act would estab- an amendment to the desk and ask that
unairconditioned, late passenger service
for too long, Steps are being made to lish a nonprofit Government National it be stated.
The PRESIDING OFFICER. The clerk
reverse this trend, but much more re- Railroad Association to plan and finance
mains to be done before they receive the a new rail system. A private United Rail will read the amendment.

Ing satisfied by receiving common stock in
the neW corporation.
Mr. MANSFIELD. Mr. President, will
the Senator from Indiana yield?
Mr. HARTKE. I am glad to yield.
:Mr. ~LJ\NSFIELD. Mr. President, I ask
tmanimous consent that following the
cloture vote, at approximately 2:10, or
thereabouts, if cloture is not invoked at
that time, the Senate then return to the
present pending business.
The PRESIDING OFFICER. Without
objection, it is so ordered.
Mr. MANSFIELD. I thank the distinguished Senator.
Mr. TAFT. Mr. President, will the Senator yield for a unanimous-consent request?
Mr. HARTKE. I yield.
Mr. TAFT. Mr. President, I ask that
the privilege of the floor be granted to
William Lind, of my staff, dUlmg the
debate on the bill.
The PRESIDING OFFICER. Without
objection, it is so ordered.
Mr. HARTKE. Mr. President, under
section 77 of the Bankruptcy Act, the
property of the bankrupt railroads is in
the estate. What we are doing is taking
out the transportation part; we are not
dealing with nonrailroad property. That
still remains a part of the estate, under
the court's jurisdiction. Under the present system, it is anticipated that creditors will acquire payment under due
process. They will acquire stock in the
new corporation.
Mr. CURTIS. Who determines how
much stock they will be entitled to?
Mr. HARTKE. That UltimatelY will be
decided by the court which reviews the
recommendation of the association.
The PRESIDING OFFICER. The SenatOl"s 10 minutes have expired.
Mr. CURTIS. I thank the Senator.
Mr. BEALL. Mr. President, I suggest
the absence of a quorum, the time to be
equally divided.
The PRESIDING OFFICER. Without
objection, it is so ordered. The clerk
will call the roll.
The second assistant legislative clerk
proceeded to call the roll.
Mr. WEICKER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.
The PRESIDING OFFICER. Without
objection, it is so ordered.
Who yields time?
Mr. BEALL. Mr. President, the Senator from Connecticut is about to call up
an amendment.
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The assistant legislative clerk proceeded to read the amendment.
Mr. WEICKER. Mr. President, I ask
unanimous consent that further reading
of the amendment be dispensed with.
The PRESIDING OFFICER. Without
objection, it is so ordered.
The amendment offered by Mr.
WEICKER is as follows:
On page 21, between lines 5 and 6, Insert
a new subsection as follows:
(d) Study of Nationalized Rail Passenger
Servlce.-Wlthln. 360 days after the date or
enactment of this Act, the Secretary shall
prepare and submit ·to congress a comprehensive report on the feasibility and desirability or nationalization of rail passenger
service in the United States. The report shall
consider the extent and nature of the Federal commitment to rail passenger service,
the long-standing lack of commitment of
private railroad companies to rail passenger
operations, the current financial crisis of
intercity and rail mass transit operations,
the potential for coordination of the national
rail passenger system, Including rail mass
transit and subway lines, the Implications
of including other public transportation
modes within the nationalized system, the
estimated costs, economic, social, and environmental, of nationalization or rail passenger service, the relative efficiency and
transportation effectiveness of nationalization, and such other matters as the Secretary deems relevant.
On page 51, line 21, strike out "$15,000,000"
and insert in lieu thereof "$15,250,000".

Mr. HARTKE. Mr. President, I have
discussed this matter with the Senator
from Connecticut. He has been a strong
advocate of trying to improve rail passenger service throughout the United
States. I share fully his feelings of apprehension, in addition to anxiety and sometimes of confusion, concerning the field
of rail passenger service. We have a
situation where it appears that Amtrak
cannot at this moment accommodate all
the individuals that need to be accommodated.
What the amendment does, in substance, is provide for a study by the Department of Transportation of nationalization of the entire passenger service.
I have discussed the amendment with
the ranking minority member of the
committee, and we are prepared to accept it.
Mr. WEICKER. Mr. President, I wish
to commend both the Senator from
Maryland and the Senator from Indiana
for being good enough to work with me
on this amendment. Basically, they have
put a great deal of work, time, and effort
into the rail situation, more particularly
the crisis which exists in the Northeast,
but I think it also behooves us, while we
are at the business of constructing a
system, to take a look at rail passenger
service throughout the United States and
also the three types of it, namely, intercity, commuter, and mass transit, related
to it.
It is my intention in offering this
amendment that the Federal Government for the first time afford serious
consideration to the prospects and implications of nationalizing our rail passenger service, the concept of which has been
. rejected out of hand by many transportation authorities and citizens alike over
the years. I believe the only way to initi-

40695

I believe the intent of our committee
was clearly to give the planners maximum flexibility in determining what
should be in the final system plan. However, it was not our intent to require that
profitable railroads operating in the
region sell or lease to the new Corporation rail properties designated in the final system plan if they do not want to.
Nevertheless, there is considerable
ambiguity because of our interchange
of the use of the words "shall" and
"may." This may lead to an interpretation contrary to our intent.
For example, section 206(B) (2) says
which rail properties of profitable railroads operating in region shall be offered
for sale or lease to the Corporation, and
which rail properties of profitable railroads operating in the region may be offered for sale 01' lease to other profitable
railroads operating in the region. All of
this, of course, is subject to paragraphs
(3) and (4) of subsection (D) of this
section.
Since I believe the Senator from Indiana will agree that the binding agreement referred to in paragraph (4) of subsection (D) is to be voluntary and that
there is no intent to force a profitable
railroad to sell a line of the railroad to
the Corporation if it did not wish to make
a sale, I am hopeful that this amendment will be adopted. This will make certain what I believe the committee intended.
Mr. HARTKE. Mr. President, the Senator from Maryland is correct in his assumption. What we intended to do, was
to make a technical change in the bill
which is quite acceptable. It does improve the bill. We want the parties to
sit down and talk to each other about
transfers. However, there is no intention
to work a hardship or to provide for a
method which has historical 01' legal connotations which might be contrary to
the intention of the act.
The amendment is not only satisfactory to me, but it also improves the bill.
On page 32, line 14, delete the word "shall"
Mr. BEALL. Mr. President, I thank the
and substitute in lieu thereof "may".
Senator from Indiana.
On page 34, line 12, delete the word "to"
Mr. President, I yield back the reand substitute in lieu thereof, "which may".
On page 34, lines 12 and 13, delete "or au- mainder of my time.
Mr. HARTKE. Mr. President, I yield
thorizes them to be offered for sale or lease".
On 1J"ge 34, line 14, delete "of" and sub- back the remainder of my time.
stitute in lieu thereof "or".
The PRESIDING OFFICER. The quesOn page 43, line 6, change the word "shall" tion is on agreeing to the amendment of
to "may".
the Senator from Maryland [putting the
Mr. BEALL. Mr. President, this is not questionJ.
The amendment was agreed to.
the amendment on which I have a 2-hour
Mr. HARTKE. Mr. President, I suggest
limitation. I repeat, it is not that amendment.
the absence of a quorum.
Mr. President, section 206(c) (2), page
The PRESIDING OFFICER. The clerk
32, starting at line 13, says that the final will call the roll.
system plan shall designate which rail
Mr. HARTKE. Mr. President, I withproperties of profitable railroads operat- draw my suggestion of the absence of a
ing in the region "shall be offered" for quorum.
sale or lease to the Corporation subject
Mr. MONDALE. MI'. President, in a
to paragraph (4) of subsection (d) of
moment
I will offer an amendment to
section 206. Paragraph (4) of subsection
the pending bill, an amendment which
(d) on page 34 says that such designa- is
cosponsored by my colleagUe from
tion shall terminate 60 days after the'
effedive date of the final system plan Minnesota, Senator HUMPHREY, as well
unless a binding agreement \Vith respect as by Senators SCHWEIKER, CLARK, and
to eu:h properties has been entered into HUGHES.
Together with another amendment I
and concluded.
The report at page 26 states that this am sponsoring with Senator HUMPHREY,
means that negotiations must proceed it is designed to complement S. 2767 by
between the parties as to such properties. providing for the formUlation and im-

ate rational discussion of the issue is to
get some facts on the table. This amendment constitute.8 a first step toward a
rational approach to the subject of nationalization of rail passenger operations.
1\111'. HARTKE. :Mr. President, I am
prepared to accept the amendment.
Mr. BEALL. Mr. President, on behalf
of the minority, we are prepared to accept the amendment.
Mr. HARTKE. Mr. President, I yield
back my time.
Mr. WEICKER. Mr. President, I yield
back my time.
The PRESIDING OFFICER. All time
on the amendment having been yielded
back, the question is on agreeing tc. the
amendment of the Senator from Connecticut.
The amendment was agreed to.
Mr. HARTKE. Mr. President, I suggested the absence of a quorum.
The PRESIDING OFFICER. Does the
Senator from Indiana wish the time to
be equally divided?
Mr. HARTKE. Yes.
The PRESIDING OFFICER. Without
objection, it is so ordered. The clerk will
call the roll.
The second assistant legislative clerk
proceeded to call the roll.
Mr. BEALL. Mr. rresident, I ask unanimous consent th~t the .order for the
quorum call be rescinded.
The PRESIDING OFFICER. Without
objection, it is so ordered.
Mr. BEALL. Mr. President, I have an
amendment, which J: send to the desk and
ask for its immediate consideration.
The PRESIDING OFFICER. The clerk
will read the amendment.
The assistant legislative clerk proceeded to read the amendment.
Mr. BEALL. Mr. President, I ask unanimous consent to dispense with further
reading of the amendmeut.
The PRESIDING OFFICER. Without
objection, it is so ordered.
The amendment offered by Mr. BEALL
is as follows:
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plementation of plans to improve and
preserve essential rail services throughout the United states.
First. I should like to commend the
distinguished floor manager, the chairman and members of the Senate Commerce Committee for their outstanding
work in developing legislation to solve
the immediate crisis facing the Northeast rail emergency region and to fashion a viable and fully adequate rail system for the future.
The bankruptcy of eight carriers in the
Northeast is the most dramatic illustration of the severe rail problems facing
our country. Unfortunately, it is not the
only such example.
Although it commands less attention
than the threatened shutdown of rail
service to our major industrial centers,
the steady decline in service to rural
America is an equally serious national
problem.
I am very pleased that the committee
has a.dopted Senator MAGNUSON'S proposal to improve the supply and distribution of railroad rolling stock under
title V of this bill. With an average daily
shortage of nearly 40,000 freight cars,
rural communities are currently suffering from the greatest boxcar crisis in
history.
This crisis has resulted in enormous
losses to our Nation's farmers, local
elevators, and to our entire economy.
Through loan guarantees provided by
the proposed Obligation Guarantee
Board and the computerized "national
rolling stock information system," or if
necessary, through the establishment of
a new Railroad Equipment Authority, the
supply and availability of freight cars
will be increased to keep pace with demand. This provision is an important
step toward better rail services for rural
America and it has my full support.
But the abandonment of thousands of
miles of track still looms as a major
threat to the economic well being of rural
Amelica.
Over the past 40 years, the railroad
companies have abandoned more than
46,000 miles of tracks, primarily lines
serving rural areas. At the same time
most of the 2-million miles of nonFederal system rural roads have received
little or no attention during the past 30
years. While substantial Federal funding has been invested in the Interstate
System, this funding has been directed
toward the construction of intercity
highways and not toward upgrading
rural roads.
Local communities have for many
years been deeply concerned by the
neglect of rural transportation by the
Federal Government, but only in recent
years has this neglect reached critical
proportions. For during the 1970's we
have experienced a major increase in the
volume of commodities that must be
shipped while the abandonment of essential rail services has sharply accelerated.
Since 1970 the number of abandonment cases brought before the Interstate Commerce Commission has nearly
tripled from a rate of about 100 per year
in the 1960's to a rate of 250-300 per year.
In virtually every case that has been de-

cided since 1970. the ICC has granted
the railroad's request for a disCQntinuance of service, resulting in the loss of
more than 7,800 miles of track to rural
America.
The statistics on abandonment cases
broken down by State clearly demonstrate that the Federal Government has
nearly always acceded to the wishes of
the railroad companies, regardless of
protests voiced by rural communities.
The ICC since 1970 has decided 15 abandonment cases affecting the State of
Minnesota, involving requests for the
discontinuance of service along 395.8
miles of track. The ICC agreed to the
abandonment of all 395.8 miles of track.
In the state of Iowa 27 cases have been
decided since 1970. Out of total requests
for the discontinuance of 692.4 miles of
track, the ICC has approved the abandonment of 633.2 miles. Out of 26 requests in the State of Indiana involving
the proposed abandonment of 266.16
miles of track, the ICC granted the requests for all but 2 miles. In Kansas eight
cases have been decided since 1970, involving 172.5 miles; and the State of
Kansas was able to save only 7 miles of
track.
The November 12 court decision, authorizing the abandonment of any lines
where the railroad alleges that fewer
than 34 carloads of traffic per mile were
transported during the preceding year,
adds a new and much more serious dimension to the rural rail crisis.
While the ICC's "34 carload" rule was
primarily intended to assist the Penn
Central and other bankrupt railroads in
the Northeast, it will apply nationwide.
Unless Congress otherwise directs, repl'esentatives of railroad workers have
warned thatThe countryside of this Na.tion will be
stripped of its railroad service within 12 to 18
months.

We must question the wisdom of this
policy from a number of standpoints.
First, as a result of increased foreign
demand, bad weather, and other conditions, American consumers have been
faced with higher prices and shortages of
some food products on their supermarket shelves. Rising world population and
increased afiluence are likely to result in
continued heavy demand ·for food from
the United States.
Farmers have responded to shortages
and higher prices with fence to fence
planting. All available acreage will be
brought into production in 1974. Expanded production in turn creates new
demand for transportation, fertilizer,
seed, machinery as well as for harvested
commodities.
Thus, at the very time when agricultural transportation needs are the highest ever in history, railroad companies
are proposing to eliminate thousands of
miles of track serving rural communities.
Unless the inadequacies of America's
rural tran.sportation system are remedied, we will be headed for a transportation nightmare in attempting to move
commodities over thousands of miles of
abandoned track, neglected roads, and
clogged waterways.
Second, our Nation is facing an energy
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crisis. We have an estimated shortfall of
3.5 million barrels of oil a day. according
to administration experts. Railroads can
move each ton of freight for one-fourth
the fuel required by trucks, a significant
savings when projected across the Nation. If we are to achieve independence
in energy, and I believe that we must,
then we will have to conserve petroleum
supplies. And one means to help achieve
this objective would be to preserve existing rail services.
Third. in many cases, alternative
means of transportation do not exist, are
more expensive and less efficient for
shippers, or involve public costs which
greatly exceed any private gain which
might result from an abandonment.
In the State of Minnesota, for example,
it would cost an estimated $80 million
just to provide adequate highways to
serve communities that are threatened
with the loss of their railroads. For each
of these towns there are no alternatives
to rail service. Aside from the tremendous
costs to taxpayers, there would also be
extremely high added costs to businesses
which would have to convert. their terminals and receiving facilities to accommodate the increased reliance on
motor carriers.
Take the illustration of a 41-mile
branch line in Minnesota running between St. Clair and Albert Lea. Five communities are located along this line. and
local businessmen are fighting the proposed abandonment. They have shown
that it would cost $8 million to upgrade
local highways to handle 9-ton trucks if
rail service is abandoned. In contrast
railroad company officials report an estimated cost of $2 million to improve
track and roadbed along the existing line.
Many local businessmen would suffer
from the abandonment. For example,
the manager and part owner of the
Farmers Lumber Co., in Pemberton reported that it would cost $40 more per
thousand feet to have lumber hauled by
truck rather than by rail.
The railroad argues that it is not
profitable for them to run this line. Yet
area residents believe that more dependable service would enable the company to show a profit.
The st. Clair branch line serves only
five communities in Minnesota. But it is
illustrative of the dilemma faced by hundreds of other communities throughout
the Nation.
Incredibly, the Federal agencies and
departments charged with responsibility
for decisions that have a profound impact on America's rail transportation
system do not know precisely how rail
abandonments have affected rural communities, and they do not know what the
impact of future abandonments will be.
In its report on S. 2188, the Senate Commerce Committee revealed:
Time and again the Committee has found
disturbing the large gaps In basic informa.tion about straightforward questions-gaps
shared alike by private and public organizations. For example, despite the decades of
experience with economic regulation of the
railroads by federal and state agenCies, and
the huge R&D budgets prOVided to D.C.T.,
including both the Office of the Secretary
and the Federal Rail Administration, nobody
could answer the simple question, "What has
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ha.ppened in the past to shippel's, communities, workers and other alfected parties
when railroads have been permitted to abandon lines?" And what might happen In the
future? Perhaps such questions are not esoteric enough to challenge our officials, but it
is a matter of fundamental,rock-bottom importance in any serious attempt to ascertain
what the public interest demands in dealing
with the problem,

The committee is absolutely right that
information on the impact of abandonments ought to be uncovered before we
proceed full speed ahead on a course
which could result in immense costs to
our Nation-a course that would be very
difficult, if not impossible, to reverse.
Mr. President, I send amendments to
the desk.
The PRESIDING OFFICER. The
clerk will report the amendments.
The assistant legislative clerk proceeded to state the amendments.
Mr. MONDALE. Mr. President, I ask
unanimous consent that further reading
of the amendments be dispensed with.
The PRESIDING OFFICER. Without
objection, it is so ordered.
The amendments are as follows:
On page 27, Une 19, on page 28, line 1, on
page 28, line 6, on page 28, line 13, on page
67, line 5, on page 67,line 14, on page 67, lines
20-21, on page 68, lines 2-3, on page 68, line
7, and on page 71, line 2 strike out the following words: "in the region".
On page 71, line 18, after "Act.. and before
the comma insert the following: "or other
lawful authority....
On page 28, line 9, after "Act" and before
the semi-colon insert the following: "and
those rail properties with respect to which
the Commission has issued a certificate of
abandonment within 5 years prior to t,he
date of enactment of this Act and which
remain in condition for rail service".
On page 29 between lines 11 and 12, insert
the following new subsection:
"(g) OTHER STUDIES.-Within 300 days
after the effective date of the final system
plan, the Office shall, with the assistance of
the Secretary and the Association"(I) study, evaluate, and hold public hearings on the Secretary's report on essential
rail services within the Nation, which is required under section 204(a) (2) of this title,
and the secretary's formulation for a national transportation policy, which is reqUired under section 204(c) of this title.
The Office shall solicit, study, and evaluate
comments, with respect to the content of
such documents and the SUbject matter
thereof, from the same categories of persons
and governments listed in subsection (c) (1)
of this section but without any geographical
limitations; and
"(2) prepare a detailed information survey
and detailed and comprehensive studies
with respect to States outside the region
covering the same material required to be
surveyed and studied with respect to the
region under subsection (c) (2) of this section, inchtding a comprehensive report to be
submitted to the Commission, the Association, the Secretary, and the Congress and
to be published in the Federal Register."
On page 70, line 22, strike out "$100,000,COO" and insert 1n lieu thereof "$200,000,000",
and after the word "years" insert "including
and",

. Mr. MONDALE. The amendments
which Senator HUMPHREY and I offer today are designed to obtain the answers
to these questions and to provide assistance to local communities when the total
cost of maintaining rall service is less
than the cost of permitting an abandonment.
CXlX--2563-Part 31

Our first amendment would expand
the duties of the Rail Emergency Planning Office to include an evaluation of
the SecretarY of Transportation's report
on essential rail services within the Nation. The Office would focus on the problem of abandonments and would provide
full opportunity for public comment in
the preparation of its report. The study
would include:
A survey of existing rail services;
An economic and operational study
and analysis of present and future rail
service needs;
A review of the public costs and benefits of moving traffic by alternative
modes of transportation;
A study of methods to achieve economics in rail operations; and
An analysis of the impact of abandonments on railroad workers.
In addition, this amendment would
extend local rail services assistance
ill1der title TV to include abandoned lines
in States outside the rail emergency region. The authorization would be doubled to $200 million per year fol' each of
the 2 years, inclUding and following
enactment of the final system plan for
the Northeast. Under this section funds
would be provided to the States on a
75-25 percent matching basis. Subsidies
would be available to continue operations
along necessary lines which would otherwise be abandoned. Loans and loan
guarantees would also be available to
States, local or regional transportation
authorities to purchase and restore
abandoned rail lines.
In my opinion, this amendment is essential if we intend to conthme rail
freight services for these communities
which need it and will lose it, throughout
the country, if we fail to recognize the
essential nature of this service, in the
light of the food clisis, in the light of the
energy crisis, and in the light of the need
for having a balanced system of transportation for rural America.
Those of us in the Midwest stand ready
to support the committee in its plan for
emergency assistance for the Northeast,
but what we are trying to do by these
amendments is call attention to the fact
that we have a similar crisis. It may not
receive the same attention as the troubles
of the Penn Central Railroad, but without these amendments, which Senator
HUMPHREY and I have introduced, thousands of miles of essential rural freight
tracks will be lost in a matter of a few
months or a few years, and the consequences will be disastrous not only for
those of us who live in those areas, but
for the country at large.
Mr. President, I hope the committee
win accept the amendment.
Mr. HARTKE. Mr. President, this
amendment deals with the problem we
discussed earlier on the floor of the Senate; that is, whether or not abandonment
procedures should be restricted to the
northeast and the midwest, or whether
they should be extended nationwide. The
amendment would make two changes in'
the bill: First, extension of rail service
continuation subsidies nationwide, and
second, increasing the funds for such
subsidies by $200 million.
In many cases where we have had
abandonment of branch lines, it has
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turned out to be a disaster. Many communities were deprived of essential services. What tillS amendment does is make
a change in title TV of the bill the nature
of which I have indicated, and I personally am in favor of the amendment.
I think the Senator from Kansas would
have preferred that this position be taken
by the committee, but the committee determined otherwise.
I personally am in favor of the amendment.
Mr. BEALL. Mr. President, will the
. Senator yield?
Mr. HARTKE. I yield.
Mr. BEALL. Mr. President, on behalf
of the minority, I am prepared to accept
the amendment.
I might point out that the Senator
from Kansas (Mr. PEARSON) is very much
an advocate of this position and has been
for quite a while. I believe, as our colloquy indicated earlier, it is in the national interest to protect those areas
where railroads are found within the
region, ;in order to provide opportunities
for state and local governments to provide the necessary services. I believe if it
is in a region's national interest, it will
likewise be in the interest of the whole
country to do that sort of thing,
Mr. MONDALE. Mr. President, will the
Senator yield at that point?
Mr. BEALL. I yield.
Mr. MONDALE. Under this 34-car rule
the court has now affirmed, the State of
Kansas could lose up to half of its branch
lines. It is a rUle that may make sense in
the context of the Penn Central Railroad.
but in terms of rural transportation, it is
an utter disaster. That is why we need
this legislation.
Mr. HARTKE. I congratulate both
Senators from Milmesota for coming forward with this legislation. I think it is a
good proposal, and I am prepared to accept it.
M:r. HUMPHREY. Mr. President, will
the Senator yield?
Mr. HARTKE. I yield.
Mr. HUMPHREY. I have a companion
amendment which goes with the amendment introduced by my colleague. My
amendment would apply a 2-year moratorium that is now related to the Northeast to the rural areas in general. It ties
in directly with the amendment of the
senior Senator from Minnesota. So may
I suggest, if it is agreeable, that we just
consider the amendments en bloc, both
amendments, since they are complementary?
Mr. HARTKE. Mr. President, if the
Senators from Minnesota want to proceed in tandem, it is satisfactory to me
but this is a case where, if they act
separately, they might fare better than
if they act together. We may have reservations concerning a 2-year moratorium at the moment, though I am
sympathetic to the approach.
The amendment before us at the
present time is the amendment which
deals with the extension of the subsidy
provisions of the legislation to the entire
nation.
Mr. HUMPHREY. That is what my
amendment deals 'llrith, too.
Mr. MONDALE. The second amendment which Senator HUMPHREY and I
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propose would establish a 2-year moratorium on the abandonment of rall service outside the rall emergency region.
This would provide time for study and
for the adoption of state transportation
plans and subsidy programs to preserve
essential rail services.
But while the study is being carried out
and while States prepare plans to continue essential rail service, it would be
senseless to proceed with the abandonment of many thousands more miles of
track.
The moratorium would simply prevent
further rail abandonments until we can
assure that the economic, environmental,
and social needs of our country are met.
Mr. President, these amendments
would benefit rural America. They are
fully supported by the National Council
of Farmer Cooperatives, the National
Farmers Union and the National Farmers Organization.
Representatives of railroad workers
have urged the Senate Commerce Committee to approve the moratorium, pending thorough stUdy of rail service needs
in rural America. They have expressed
their complete agreement with these
amendments.
Mr. HARTKE. Mr. President, the moratorium provision is a separate matter
which, as I understand, is not before the
Senate at this moment. If I am wrong
in that, the Senator or the Chair can
con'ect me as to whether both amendments have been offered.
Mr. MONDALE. At this time I have
called up only the first amendment. May
I suggest the absence of a quorum
Mr. HARTKE. Yes; with the time to
be charged equally to both sides.
Mr. MONDALE. Mr. President, I SUggest the absence of a quorum.
The PRESIDING OFFICER. The clerk
will call the roll.
The legislative clerk proceeded to call
the roll.
Mr. MONDALE. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.
The PRESIDING OFFICER. Without
objection, it is so ordered.
Mr. HARTKE. Mr. President, on the
first amendment I am prepared to accept it, and I yield back my time.
Mr. MONDALE. Mr. President, I yield
back my time.
The PRESIDING OFFICER (Mr. HASKELL). All time on this amendment has
now been yielded back.
The question is on agreeing to the
amendment of the Senator from Mimlesota (Mr. MONDALE).
The amendment was agreed to.
Mr. HUMPHREY. Mr. President--Mr.
President-The PRESIDING OFFICER (Mr. HASKELL). Under the previous order-Mr. HUMPHREY. Mr. President, I ask
unanimous consent for 2 minutes' extension of time-The PRESIDING OFFICER. Senator,
wehave-Mr. HUMPHREY. Mr. President, I ask
unanimous consent-and we can change
the world under that--

hour of 1 p.m. having arrived, the Senate will proceed to the consideration of
S. 1868, the pending question being to
invoke cloture on passage of the bill. The
clerk will state the bill by title.
However, the clerk will suspend, for
the Chair to recognize the senator from
Minnesota.

RAIL SERVICES ACT OF 1973
Mr. HUMPHREY. Mr. President, I ask
unanimous consent for 2 minutes extension of time to take up my amendment
No. 819 which I have discussed with the
managers of the bill.
The PRESIDING OFFICER. Does the
Senator ask that we go back to the bill?
Mr. HUMPHREY. That is con·ect.
The PRESIDING OFFICER. Is there
objection to the request of the Senator
from Minnesota (Mr. HUMPHREY)? The
Chair hears none, and it is so ordered.
AMENDMENT NO. 819

The PRESIDING OFFICER. The
amendment will be stated.
The legislative clerk read as follows ~
On page 66, between lines 6 and 7. insert
the following new subsection:
(g)

REPORT

ON

ABANDONMENTS:

PARTIAL

MORATORIUM.-The Commission shall submit
to the Congress within 90 days after the date
of enactment of this Act a comprehensive
report on the anticipated effect. including
the environmental Impact, of abandonments
in states outside the region. No carrier subJect to part I of the Interstate Commerce
Act shall abandon, during a period of 730
days after the date of enactment of this Act,
all or any portion of a line of railroad (or
operation thereof outside the region), the
abandonment of which is opposed by any(a) passenger, consignor, or consignee
served thereby during the 18 months precedIng the date of fiHng of the abandonment
application; or
(b) State, county, or municipality served
by that Hne.
TWO-YEAR MORATORIUM ON RAIL
4BANDONMENTS

Mr. HUMPHREY. Mr. President, this
amendment was jointly authored by my
colleague from Minnesota, Senator MONDALE, and I. We are joined by Senators
CLARK and SCHWEIKER as cosponsors.
The intent of tillS amendment is to
halt, for a period of 2 years, the abandonment of rail lines aria rail services where
opposition to such abandonments exists.
It applies solely to areas which fall outside of the region covered by the provisions of this legislation.
This is a companion amendment to the
previous amendment offered jointly by
Senator MONDALE and I today to direct
the undertaking of a comprehensive
study of the rural transportation crisis.
It only makes sense to await the outcome
and recommendations of this major
study before allowing any action that
could irreparably damage our rural rail
system.
The abandonment of rail lines and
services is not a new problem. In the last
40 years, more than 46,000 miles of railroad trackage has been abandoned,
largely in our rural areas. Railroads today are operating with 30,000 fewer locoORDER OF BUSINESS
motives and 840,000 fewer cars than they
The PRESIDING OFFICER (Mr. had in the 1930's. This loss equates to
HASKELL). Under the previous order, the roughly 13 main line railroads, stretch-

December 11, 1973

ing from coast to coast, each located 100
miles apart and each having 2,300 loco:"
motives and 64,000 cars. In fact, total
mUes of rail in our country actually declined from 236,807 miles in 1938 to 205.202 in 1972.
However, the greatest cause of concern
is the rapid rise in abandonments in the
last few years and the projected abandonments for the immediate future.
Since 1970, the number of abandonment
cases brought before the ICC has nearly
tlipled from a rate of about 100 per year
in the 1960's to a rate of from 250 to 300
per year at the present time. In virtually
every case that has been decided since
1970, the ICC has granted the railroad's
request for a discontinuance of service,
resulting in the loss of 7,800 miles of
track to rural America. An additional
78.000 miles of rail trackage has reportedly been proposed for abandonment by
the Department of Transportation.
We must not allow this wholesale
abandonment of our rural rail lines and
services to continue to take place. The
costs to all Americans is simply too great.
While rural Americans, the farmers,
grainbandlers, forest products manufacturers, and other rural businesses, bear
the immediate costs of rail abandonments, all Americans pay higher prices
for food, fiber and forest products as
a direct result.
Last year we saw how valuable the
products of our fannlands are to our entire Nation. The billions of surplus dollars earned by agricultural exports provided the margin of resources needed to
pay for our rapidly growing energy needs.
We also saw just how inadequate our
transportation system was in moving
these products to market,
To meet growing demand for aglicultural products, at home and abroad, our
farmers have been urged to bring millions of additional acres of land into production. When I hear this talk about
maximizing American agricultural production, I have to seriously wonder hoVi
we are going to move what we produce.
If the contemplated rail abandonments
in rural America are permitted. we will
simply be unable to move all this production to market. The result of this failure will be felt in the grocery bill of every
family in Amelica. It will also be cleady
registered in lost export earnings and increased bankruptcies by farmers and
other rural businesses. We cannot let this
happen:
Some people may suggest that trucks
are the answer to the rural transportation crisis. Perhaps they are. but not for
many years. if ever.
First, the rural road system in OUt'
country has been virtually ignored for
30 years. Today, less than 15 percent of
our rural roads are capable of carrying
the heavy loads that would give truck
transportation some degree of economic
efficiency. Of course, in the splingtime,
the percentage of our rural roads that
could handle heavy trucks would be even
less. Our rural road system simply does
not provide avia,ble substitute service for
most of the rail lines that would be
abandoned. Our roads are not capable of
carrying a high frequency of heavy loads.
To this must be added the problem of
rural blidges. Our CQuntryfide is dotted
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with bridges built<tn the 1920's and before. They are only able to carry loads
of from 2to 4 tons. Today, in 1973, there
are nearly 8,OOOst1chbrjdges 1n Indiana
alone and oV'er 7,000 tn both MIssissippi
and in Arkansas. I am sure that if the
data was available it would clearly demonstrate that these States are not exceptions.
Therefore, we must face the fad that,
at least until something is done to improve our rural roads and bridges, rail
transportation will be essential for many
areas in our country.
In this time of great concern over the
fuel shortage, a word about its relationship to rural rail service is also in order.
Two main points can be made.
First, can we afford to strip our rural
areas of the most energy efficient mode of
transporting bulk commodities at a time
when we are moving into a prolonged period of fuel shortage? I think not. The
fact that the same ton of wheat or corn
can be moved by train with one-fourth
to one-seventh the amount of fuel required by a truck needs to be carefully
weighed in any calculation of the future
transportation system of our country.
The implications for the cost of feeding
our families is substantial.
Second, in the short run, even if roads
and bridges are available in a rural area,
which trucker is going to have gas available this year to service new customers
created by rail abandonments? At lcast
until these companies have more gas
than in prior years, they will have all
they can do to service the needs of their
present customers.
Mr. President, it is clear to me that we
must prevent what could be a catastrophic breakdown in a critical element
in our transportation system. A breakdown that would bring with it tremendous costs to our Nation.
We must approve the moratorium on
abandonments of rail service which I
propose today in this amendment. It
will allow the time needed for a detailed
examination of the impact of continued
rail abandonments on our economy and
time to find out how best to provide an
adequate and efficient rural transportation system for the benefit of all of our
people.
Mr. President, we have discussed this
second amendment with the managers
of the bill, and they have agreed to take
it, as was the amendment of my colleague
(Mr. MONDALE). They are complementary.
Mr. HARTKE. Mr. President, the Senator understands correctly. We will accept the amendment. However, the second amendment provides for a moratorium on abandonments for a 2-year
period. We are prepared to accept the
amendment and, hopefully, to have the
opportunity to discuss its implications
before we go to conference.
Mr. President, I yield back the remainder of my time.
Mr. HUMPHREY. Mr. President, I
yield back the remainder of my time.
Mr. CLARK. Mr. President, I strongly
support both of these amendments. At a
time when this country has such a shortage of energy, at a time when there is
such a need to reorganize and revitalize

.much of the railroad transportation system, these amendments to S. 2767-and
the bill itself--only make common sense.
The first measure establishes a 2-year
moratorium on railroad track abandonment where there is opposition to
abandonment. Abandonment is a problem in many areas across the country,
but it is especially serious in the country~
side where the railroads often provide
the only link between the farmer and the
consumer. In Iowa alone, more than 500
miles of track have been taken out of
service in the last 2 years, almost as
much was abandoned in the previous 20
years. And more than a tl10usand additional miles of track, most of it in the
less-populated are:w of the state, are
threatened with the same fate.
A recent court order plaeed a temporary nationwide freeze on abandonment,
which has been under the jurisdiction
and control of the Interstate Commerce
Commission-which decided abandonment requests by the railroads on a caseby-case basis and which almost always
approved the requests to discontinue
service. At the very least, this approach
has been shortsighted. It has ignored the
danger of a chain reaction, a danger very
accurately described in a report by the
Iowa Office for Planning and Programing:

cially in light cf the energy emergency.
Railroads can move more passengers and
freight for every gallon cf fuel than
either airplanes or trucks and automobiles, and the rap"oads do it with
far less damage to the environment.
Iowa and every other agricultural stJ.te
depend on t.he railroads to move food
from the farm to the supermarket. Hopefully, this legislation will enable that
process to become more efficient and
more errective all cross the country.
It does little good to produce record
crops to feed the country-and people
in many other countries as well-if we
cannot move that han'est from the farm
to the market place. To do that, the
country needs better railroad transportation, especially in rural areas not
more abandonment. This legislation will
help supply it.
The PRESIDING OFFICER. The
que.stion is on agreeing to the amendment No. 819 of the Senator from lV'Iinnesota (Mr. HUMPHREY).
The amendment ,vas agreed to.

PRIVILEGE OF THE FLOOR
Mr. JAVITS. Mr. President, I ask
unanimous consent to have present on
the floor during the consideration of the
A given segment of branch line is aban- bill Gene Mittelman and Gary Kline.
doned. Although the amount of shipping
The PRESIDING OFFICER. Without
generated by that line did not turn a profit, obje~.tion, it is so ordered.
it did add to business on the next segment

of track . . . Having iost some, or all, of the
business from the abandoned segment, the
profitability of the next segment may disappear. This second segment then becomes
a candidate for abandonment.

PEOHIBITION ON THE n.1:PORTATION OF RHODESIAN CHROME
The
PRESIDING OFFICER. The clerk
In many states, including Iowa, the
now report the bill S. 1868.
State commerce commission will inter- will
The legislative clerk read as follows:
vene in an abandonment proceeding, but
s. 1868, to amend the United Nations Parbecause of financial limitations, these ticipation
Act of 1945 to hait the importation
commissions often find themselves of Rhodesian
chrome and to restore the
limited to the same case-by-case ap- United states to its position as a iaw-abiding
proach.
member of the international community.
The legislation before the Senate toThe Senate resumed the consideration
day-with these amendments-would
help solve that problem. The second of the bill.
The PRESIDING OFFICER. Time for
amendment would establish a new and
independent Rural Rail Transportation debate will be limited to 1 hour, to be
Planning Commission that will be re- divided and controlled by the· Senator
sponsible for conducting an analysis of from Minnesota (Mr. HUMPHREY) and
rural transportation needs and potential, the Senator from Virginia· (Mr. HARRY F.
not just in one region, but across the BYRD, JRJ.
Who yields time?
country.
Mr. HARRY F. BYRD, JR. Mr. PresiIt will evaluate rail lines threatened
with abandonment in terms of economic, dent, I yield myself 7 minutes.
The PRESIDING OFFICER. The Sensocial, and environmental impact. Then,
the Commission will report back to the ator from Virginia is recognized for 7
Congress with recommendations on the minutes.
Mr. HARRY F. BYRD, JR. Mr. Presibest way to continue and in1prove rural
rail service. Until that report is available, dent, the pending legislation, S. 1868,
abandonment cannot be permitted be- would repeal legislation which was
cause it could result in irreparable enacted 2 years ago. The legislation
damage to the rural rail system. Without enacted 2 years ago said that the Presithis moratorium, we might find ourselves dent shall not prohibit the importation
abandoning what prove to be essential of a strategic material from a free world
country if that same material is being
rail lines.
imported from a Communist country.
Mr. President, neither these amendThat legislation passed the Senate. It
ments nor the entire bill offer a panacea passed the House of Representatives. It
for the problems of railroad transporta- was signed by the President. It was
tion in this country. But they do repre- tested in the courts. The position of
sent a very sound beginning. And, as we Congress was sustained.
Mr. President, the main strategic
consider the legislation, it is essential to
consider the importance and effective- material involved in this matter is metalness of this c0"'1try's rail system, espe- lurgical chromite. It is a very important

