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. Now, it seems to me that the economic situation of the industry, in the
light of the figures that I have given youn, and in light of the emergency
to which the %ommissior_r referred, is, if anything, worse today than it
was in 1958 when Congress was so greatly alarmed and disturbed and
when the present statute was placed on the books. - -~ .
. In 1958 the passenger service deficit was a substantial contributing
factor to the low economic level of the railroad industry. And this
full committee in its report of the legislation that became the Trans-
portation Act of 1958, said that the passenger end of the business was
not making money and that it was losing a.substantial portion of the
money that was produced by the freight operations. .~ .
- The statement that your committee made then is équally:true today,
and as we see it, it will probably continue to increase; that is, the con-
sumption of the freight earnings by the passenger service deficit. I
havedset.out ‘in.my written statement some figures that can be com-
ared. SR PERRDI I URAT IS IECTIE SR AETIO . TASR TSR IS CIEA L I E R SF T AR T 0 PV TR
I,); I started off with the year 1957, that being the year, of eourse, that
preceded the Transportation Act of 1958. In 1957 the passenger train
deficit was $723 million and consumed 44 percent of the net'railway
operating income from freight service. =~ 1 .o
~In 1967, the passenger train service deficit: was $485 million and
it consumed 42 percent -of the net railway operating income from
freight service. We feel that when you have a situation where two-
fifths of the net railway operating income from freight service is being
consumed by the passenger train service deficit, that this committee,
nor the Congress, nor the railroad industry, nor anyone else would
be justified in having any complacency or adopting any attitude that
we have now reached the limit of reduction in passenger train service
and that the problem has largely been solved. It has not been solved.
The economic situation in the industry today does not justify the im-
position upon that industry of the tremendous burden of the passenger
train service deficit. T SRR EHYS S
I point out also that since 1946, and based upon the Interstate Com-
merce Commission cost allocation formula, our industry has borne a
total passenger train service deficit of $11.5 billion and that this serious
drain on railroad earnings has been and is a major reason for the
railroads’ inability to acquire adequate capital funds for the improve-
ment and modernization of its freight services, certainly to the extent
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that we would like to improve and modernize them. - v

I also point out that in 1958 the passenger train service deficit was
$610 million and in 1967, as I have said $485 million. However, since
1962 the passenger service deficit has sharply increased and we esti-
mate that on the present level of passenger train service such deficit for
this year, 1968, will again approach or exceed $600 million.

Now, I do not wish to appear as an alarmist, but I did feel com-
pelled to point out to you gentlemen that there is nothing in the finan-
cial picture of the railroad industry today, as compared to 1958, that
would justify substantial amendment of the law that Congress put on
the books in that year. That on the contrary there is everything in that
economic picture today that points to an increasing need for the pro-
tection of that law. To the extent that any particular passenger train
service may be required by the public convenience and necessity and
will not constitute an undue burden on interstate commerce, the Inter-



