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INTRODUCTION

There has been a decline in intercity railroad pas­
senger travel in the United States since the 1920s, 
interrupted only by the unique demands of World 
War II. The decline has been particularly persistent 
and steep since the war. To explore the underlying 
causes of this downward trend, the Southern Pacific 
Company asked Stanford Research Institute to un­
dertake a comprehensive study of railroad passenger 
traffic in the Western States.

Objectives of the study were to examine postwar 
trends in passenger travel in the West and factors 
underlying these trends, to project the outlook for 
rail passenger travel, and to analyze policy alterna­
tives available to railroad management. The study 
is reported in four sections.

Section I summarizes the principal findings and 
presents the conclusions regarding the outlook for 
railroad passenger travel in the West, with recom­
mendations of appropriate policy for railroad man­
agement to follow in the interests of economics and 
public policy.

Section II examines trends in passenger volume, 
fares, and level of services of three types of common 

carriers (rail, bus, and air) along four selected routes 
of the Southern Pacific.

Section III analyzes the competitive environment 
for intercity rail passenger travel, particularly with 
regard to technological developments affecting travel 
by air, bus, and automobile. This section also at­
tempts a comparison of the cost efficiency of common 
carriers.

Section IV reviews the responses of western rail­
roads to the declining passenger traffic and the 
changed competitive environment. It also evaluates 
the alternative policies pursued by the railroads.

The project team is indebted to the many officials 
of the Southern Pacific Company and other western 
railroads for the assistance given in this study. The 
research was conducted under the direction of Ely 
M. Brandes, project leader, assisted principally by 
Alan E. Lazar. Major contributions to the study 
were also made by Richard F. America and Dale R. 
Weigel. Other members of the project team included 
Betty J. Neitzel, Nancy S. Borgeson, and Joanna 
Paxson.





SECTION I

SUMMARY, CONCLUSIONS, AND RECOMMENDATIONS

SUMMARY

The postwar decline of intercity rail passenger 
travel has been virtually uninterrupted in the west­
ern United States. Since 1950, with only one or 
two exceptions, all of the major western railroads 
have experienced a significant decline in the num­
ber of passengers carried on their intercity routes 
and moderate to substantial declines in terms of the 
passenger miles generated.

The extent of the decline was measured along 
four western routes—Los Angeles to San Francisco, 
San Francisco to Chicago, Los Angeles to Chicago, 
and Los Angeles to New Orleans—and the pattern 
was substantially the same on all four: air travel in­
creased sharply, rail travel declined sharply, and bus 
travel showed a mixture of small gains and losses.

Changes in travel market shares among the three 
common carrier modes on the four routes were ac­
companied by changes in fares and the quality of 
service offered. Rail and bus fares showed the great­
est increases, while air fares increased only mod­
erately, particularly when account was taken of the 
greater availability of coach service, which has kept 
the average cost of air travel down.

In terms of travel time, air travel showed the great­
est improvement, primarily as a result of the intro­
duction of jet airplanes. Bus travel times generally 
showed small decreases, caused partly by the use of 
more express buses and partly by the vast improve­
ment in highways. Rail travel times generally showed 
the least change.

Frequency of service offered by the three common 
carriers changed in line with traffic shares. Air sched­
ule frequencies increased sharply, and rail schedule 
frequencies declined sharply. For bus schedules, the 
most important change was a shift from local to 
express service for long distance travel.

Cost increases were significant for all three car­
riers. For railroads, the rise in labor and material 
costs was only partly offset by improvements in tech­
nology. But in air transportation, significant techno­
logical improvements were applied, particularly 
through introduction of the jet airplane, the in­
creased efficiency of which more than offset other 
cost increases. Buses also had the advantage of sig­
nificant technological improvements with the devel­
opment of the interstate highway system and better 
equipment.

Changes in the distribution of intercity travel by 
common carrier mode must be viewed against a 
background of rapid changes that affected both the 
demand for and supply of intercity transportation. 
On the demand side, the phenomenal increase in 
automobile ownership after World War II gave 
most Americans a high standard of performance 
against which to judge common carriers with re­
spect to both cost and convenience. As a result, auto­
mobile travel has become the primary mode of 
intercity travel, accounting for more than 80 per­
cent of all overnight trips. The postwar period also 
saw the emergence of air travel as the preferred 
mode of business travel, as businessmen were quick 
to seize the timesaving advantages of flying.

On the supply side, air transportation and to a 
much lesser extent bus transportation were able 
to take advantage of technological improvements to 
keep unit costs down and improve performance. 
The railroads have not shown equivalent gains.

As to future technological changes, air travel will 
probably show a further level of service improve­
ment and unit cost reduction, with the expectation 
that air travel costs will decline over the next ten 
years. Bus service should show some improvement, 
primarily as a result of the completion of the inter­
state highway system. Rail passenger service in the 
West, however, will not show any significant tech­
nological progress in the next ten years, since 
the experimental high speed ground transportation 
project in the Northeast Corridor is not likely to 
be completed by 1975 and there is little chance that 
any other large scale passenger train project of this 
type will be started before completion of the first 
venture.

As a result of these technological developments, 
bus travel and especially air travel have acquired 
a substantial cost competitive edge over rail travel 
on medium to long distance trips. Estimates of 
direct per passenger costs on the San Francisco to 
Los Angeles route revealed that air and bus costs 
are between $9 and §10 per passenger trip, while 
rail costs are more than §18.

In each case, the estimates were based on public 
data and included only the costs directly associated 
with the service. The wide differences in cost are 
explained by two findings: that an air passenger 
trip requires less than one-eleventh the labor input 
on the vehicle needed for a rail trip and that the 
equipment cost of a jet airplane (a Boeing 727) per

1



2 RAIL PASSENGER TRAFFIC IN THE WEST

passenger trip per day is less titan half the com­
parable cost for a new coach train.

The decline of rail passenger travel affected all 
11 major western railroads. But the impact varied, 
partly because of different policies followed by the 
railroads with respect to passenger service. Analysis 
of published data and interviews with a number of 
railroad officials concerned with passenger service 
indicated that four major railroads have a policy 
of reducing costs and deficits as much as possible 
in intercity passenger service, which generally en­
tails a sizable reduction in volume of service. Four 
roads apparently pursue a policy of maintaining 
passenger volume, which entails relatively large 
passenger deficits. And three seem to maintain an 
in-between position.

Analyses of these three policies showed that the 
policy of maintaining passenger volume is not eco­
nomically sound, primarily because: (1) no one 
really expects an upturn in the trend of rail passen­
ger travel, and the policy therefore simply tends to 
prolong the decline and increase the deficit; (2) while 
large passenger volume might lower unit costs, the 
reduction would be far from enough to make rail 
passenger service profitable; and (3) the benefits 
that rail passenger service brings to the freight busi­
ness are vague, indeterminable, and maybe even 
nonexistent. As an indication of the cost of this 
maintenance of volume policy, the four railroads 
following it had a combined passenger deficit of 
883,500,000 in 1965 as against total passenger and 
allied service revenues of 8124,600,000.

The reduction of passenger deficit policy was 
found to be economically sound. But the effective­
ness of the methods used by some railroads in carry­
ing it out was found questionable: too-active pur­
suit of this policy in terms of train discontinuance 
tends to harden public opposition to the railroad, 
with the result that regulatory agencies become more 
reluctant in granting discontinuances.

Policies of the Post Office Department were also 
examined with respect to railway mail, and it was 
found that reorganization of the postal system 
based on sectional centers has made the old mail 
railcar obsolete, to some extent. While rail revenues 
from carrying mail are still substantial and are likely 
to continue, there is some thought that piggy-back 
trains are better suited than are passenger trains to 
carry bulk mail. If so, the Post Office is not likely 
to be a strong force working for continuation of rail 
passenger service.

CONCLUSIONS
The major conclusions of this study can be stated 
in the form of answers to three questions.

What is the probable future trend for rail pas­
senger service in the West?

The decline in intercity rail passenger travel will 

continue unabated. The annual rate of decline will 
at least equal the rate of decline for the last ten 
years. A contributing factor is the steadily growing 
competition from automobiles and airplanes.

Automobile travel is maintaining, if not increas­
ing, its predominant share of intercity travel in the 
United States. Per capita ownership of automobiles 
and average annual miles traveled per automobile 
are increasing and tire interstate highway system, 
by significantly reducing travel time between many 
cities, will help maintain the primacy of the auto­
mobile among the modes of intercity travel. In terms 
of cost and convenience to the traveler, the auto­
mobile is unrivaled.

Among common carriers, the competitive advan­
tage of the airplane—even the bus—over trains will 
be not only maintained but also increased over the 
near term. The recent surge in air travel testifies to 
the ever-growing acceptance of this form of trans­
portation. Furthermore, the excellent earnings of 
the airline industry in recent years raises the likeli­
hood of regulatory' authorities requiring even lower 
air fares in the future. The special youth air fares 
at 50 percent of regular fares (introduced by major 
airlines in 1966) have already had a noticeable im­
pact on other common carrier modes.

The generations of Americans most accustomed 
to train travel are slowly passing, and few in the 
younger generations have any interest in this mode.

The outlook for the profitability of rail passenger 
service is equally pessimistic. During the 1970s, the 
cost structure of airlines will be favored by the 
introduction of large, subsonic airplanes with unit 
operating costs considerably lower than those at 
present. This, with the rising earnings of the air­
line industry, will undoubtedly lead to lower airline 
passenger fares. This process has already begun, and 
while there has been no general fare reduction, the 
introduction of various special fares (some as low as 
50 percent of regular one way fares) has had the 
effect of a reduction in the average fare.

If railroads try to maintain the current differen­
tials between air and rail fares, they will have to 
do so without any prospect of gains in productivity 
to match gains of the airline industry. With present 
equipment, the outlook for future unit costs in rail 
passenger service is for continued increases, espe­
cially with higher labor and equipment costs and 
the rigid work rules current in the industry.

There is some doubt about the immediate pros­
pect for technological improvements in rail passen­
ger service. The establishment of high speed ground 
transportation would probably lead to considerably 
higher unit costs, since it would entail construction 
of new and separate ways and development of new 
vehicles with initial costs far higher than for present 
equipment.

On this basis, it is apparent that in five to ten 
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years the railroad industry will be in an even poorer 
position to compete on a cost basis with its primary 
long haul common carrier competitor, the airlines. 
Any attempt to maintain the present spread in rela­
tive fares will result in even higher deficits per unit 
of passenger traffic.

Is it within the power of any single western rail­
road to avoid the projected trend in rail passenger 
service?

It must be assumed that present policy alterna­
tives—to maintain the maximum volume of traffic 
or to reduce the deficit as much as possible—will 
continue for some time. Given the fact that most 
western railroads are relatively prosperous, at least 
in comparison with many eastern railroads, it must 
be assumed that some western roads could afford to 
continue a maintenance of passenger volume policy, 
even though such a policy would undoubtedly result 
in higher deficits in five or ten years than it does 
now.

But this apparent freedom of alternatives does not 
mean that any single railroad, or even a group of 
railroads, can reverse the trend. The policy alterna­
tives can determine, to some extent, the rate of de­
cline for a railroad over the next five or ten years; 
but a slow rate of decline in traffic volume purchased 
at the price of a large deficit is not preferable, in 
economic terms, to a faster rate of decline with 
smaller losses. As indicated earlier, the costs entailed 
in keeping passenger volume losses at a minimum 
tend to mount in the form of even higher deficits.

The basic reasons for the inevitability of the de­
cline of rail passenger traffic are primarily external 
to the railroads themselves: the competitive supe­
riority of the airplane, the automobile, and even 
the bus.

Since it is not within the power of the railroads 
to reverse the decline, given present technological 
developments, the various remedies continuously 
suggested to them—to promote, to advertise, to re­
duce fares, to "improve” service—are basically sug­
gestions to substitute a slow decline-large loss policy 
for a faster decline-smaller loss policy.

Given the probable future trend in rail passenger 
service, what policy or set of policies appears most 
appropriate, from the points of view of both eco­
nomics and public policy?

The reduction of deficit policy is the only realistic 
policy for a railroad to follow, from either point of 
view. From the economic point of view, the choice 
is fairly clear. Businesses in every field continually 
make decisions to discontinue products and activi­
ties that are declining and profitless. Without this 
constant elimination of weak lines, few multiprod­
uct companies would enjoy economic health.

This policy of loss reduction is sound even from 
the point of view of public policy, the public utility 
status of railroads notwithstanding. Railroads, while 

regarded as public utilities in a legal and political 
sense, are no longer so in an economic sense. An 
electric power utility, for instance, enjoys a legally 
sanctioned monopoly in return for which it must 
service all users in the areas assigned to it. As a 
general rule, railroads enjoy no such monopoly posi­
tion in any of their activities, and least of all in 
passenger service. As a matter of fact, it is the im­
pact of competition that has brought passenger rail 
service to its present low state.

The public policy obligation of the railroads must 
be viewed in its entirety, and not merely as an obli­
gation to provide service to the ever-diminishing 
number of rail passengers. The railroads have an 
obligation to all their users, and many other users 
depend on the railroads for their economic survival 
to a far greater extent than do rail passengers. To 
the western forest product industries, to western 
mining industries, and to a good portion of western 
agriculture, railroads are not merely indispensable 
agents of distribution; the level of costs experienced 
by railroads and the rates they charge can determine 
the profitability of many ventures in these fields. To 
serve these users and help maintain their competi­
tive positions, a financially healthy railroad industry 
is required.

Despite some recent gains, the railroad industry 
still ranks very low in profitability, measured by re­
turn on investment, and large passenger deficits have 
contributed to this unsatisfactory situation. The 
railroads also have an obligation to their stock­
holders to invest capital wisely and profitably. It is 
doubtful that many rail stockholders view the con­
tinuation of large passenger deficits as a necessary 
public obligation of the railroads.

These various “public” responsibilities of rail­
roads must be balanced to arrive at a proper assess­
ment of a railroad’s real responsibility toward pas­
senger service. As the demand for passenger traffic 
declines, responsibility toward freight shippers and 
stockholders must loom larger in the balance.

While railroads that have pursued a deficit reduc­
tion policy have been correct in the selection of this 
alternative, there is some doubt that these railroads, 
in general, have adopted the correct methods for 
pursuing this policy. The "hard” pursuit of a deficit 
reduction policy practiced by some railroads has 
aroused considerable opposition in the segment of 
the public that is partial to railroads, and this oppo­
sition has undoubtedly influenced regulatory com­
missions in their deliberations and decisions regard­
ing such matters as train discontinuances. Such a 
hard-line policy has been partially self-defeating.

RECOMMENDATIONS
Recommendations are stated in response to a fourth 
question:

Can a deficit reduction policy be pursued by 
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methods that differ significantly from those chosen 
by some railroads and that would have a greater 
chance of success?

The answer is yes. Here is the outline of such 
a policy and the methods that could be followed 
with prospects for success.

1. In pursuing a deficit reduction policy, railroads 
should not rely solely on train discontinuance 
as a means of reducing the deficit.

2. In discontinuance cases, railroads should make 
more vigorous efforts to gain public support of 
their position, or at least understanding of it.

3. As part of a policy to gain greater understand­
ing of the problems of rail passenger service, the 
railroads should adopt an attitude of open- 
mindedness, if not support, toward federal pro­
grams to develop new high speed ground trans­
portation systems for intercity travel.

4. The railroads should inaugurate a significant 
program of public education concerning the 
economics of rail passenger sendee.

Regarding the first point, the reliance on train dis­
continuance, railroads should try in some cases to 
improve the cost-revenue relationship of trains with 
significantly higher fares and to abandon efforts to 
set coach rail fares on a basis competitive with bus 
fares. Such a pricing policy is not advocated for 
areas where railroads are filling the role of a low 
cost volume carrier, such as on the Pennsylvania 
Railroad route between Washington and New York, 
and where sharp fare increases might lead to dis­
proportionate losses in traffic. Such a situation is 
rare, however, in the West. From all indications, a 
good proportion of rail travelers choose the train 
for reasons other than cost. Therefore, it is likely 
that fare increases in the West would result in less 
than proportionate traffic reduction and thus would 
increase passenger revenues.

The basis for this suggested change in pricing 
policy is the obvious economic principle that goods 
and services should not be offered at less than the 
direct cost associated with producing them. Even 
the most liberal interpretation of a railroad’s obli­
gation to provide passenger service cannot include 
a commitment to provide such services at less than 
out-of-pocket costs. The only substantial reason for 
many railroads failing to bring their rates into line 
with cost is the fear of excessive traffic loss.

Regarding the second point, in a number of train 
discontinuance cases, public opposition to the cases 
has been hardened by the lack of previous informa­
tion that the railroads intended to seek abandon­
ment of these trains. There is no apparent reason 
why a railroad should treat a decision to file for a 
train discontinuance as a secret until the actual 
filing, thus adding the element of surprise to the 

already strong feelings of opposition (on the part 
of individuals who feel wronged). In such circum­
stances, a railroad would do far better to discuss 
openly, and for months ahead, the possibility that 
a discontinuance might be sought unless public sup­
port for a train showed improvement. With such 
preparation, a discontinuance filing, if it material­
ized, would meet with substantially less opposition, 
because tire public would have had time to see the 
railroad’s side of the case.

Regarding the third point, while an attitude of 
skepticism may be realistic, particularly with regard 
to the economic future of high speed ground trans­
portation systems, outspoken opposition to such 
systems by tire railroads reflects negatively on the 
railroads themselves. If the railroad industry is sin­
cerely arguing for freedom of entry and exit in 
the field of passenger service, it cannot logically 
deny such freedom to others, including the federal 
government.

Furthermore, the role of the federal government 
in interstate transportation is long established. While 
the economic wisdom of a federally sponsored trans­
portation system may be doubted, the system can 
hardly be faulted on legal or political grounds. In 
this connection, it should be emphasized that this 
study’s generally negative outlook for rail passenger 
transportation relates solely to the question of 
whether such a service can be profitable. The study 
does not deal with the question of whether or not 
an intercity rail passenger transportation system 
merits government support on social or political 
grounds.

Regarding the fourth point, concerning the need 
for public education in the economics of rail pas­
senger service, not only is the public generally un­
informed about the true state of passenger trains 
but there is a large amount of misinformation cur­
rent on the subject. The basic piece of misinforma­
tion that the railroads need to combat is the notion 
that rail passenger service is cost competitive with 
other modes of intercity passenger transportation. 
The data needed to prove the cost inferiority of 
passenger trains as compared with airplanes or buses 
are easily obtainable from public sources. Yet the 
public is generally unaware of them.

One important factor contributing to this situa­
tion is the ICC formula used to determine costs 
associated with providing rail passenger service and 
to measure the resulting deficit. Because the formula 
attempts to measure "full cost,” including some costs 
that would not be avoidable if passenger trains were 
discontinued, it has become fashionable for informed 
laymen to argue that the whole cost formula is un­
realistic and that the enormous passenger deficit 
simply does not exist.1 1

1 See Fortune, July I, 1966, "The Rail Route to a More 
Mobile America," by Edmund K. Faltermayer.
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The passenger deficit is based on the ICC formula 

for fully distributed costs, with an arbitrary alloca­
tion of common and joint costs between freight and 
passenger operations. It is true that such fully dis­
tributed costs do not reflect the avoidable cost of 
maintaining passenger service in the short run (a 
year or two); but over the longer run (five to ten 
years), it is likely that most of the fully distributed 
costs could be avoided if passenger operations were 
discontinued.

As a matter of fact, one authoritative study has 
even argued that long run avoidable costs of rail 
passenger service exceed ICC fully distributed cost 
figures—that is, that the ICC cost formula under­
states rather than overstates the railroad passenger 
deficit.2 But, regardless of its exact size, the pas­
senger deficit is substantial and represents a drain 
on railroad capital that could be profitably em­
ployed elsewhere.

2 Aeronautical Research Foundation, Avoidable Costs of 
Passenger Train Service, September 1957.

The consequences of public misinformation are 

considerable. They include not only lack of public 
support for railroads seeking to discontinue passen­
ger trains but also lack of public sympathy for the 
financial losses that these trains incur. (The tele­
phone industry has aroused much more sympathy 
with its complaint of inadequate earnings than the 
railroad industry can muster with its substantial 
losses.)

The consequences of misinformation also involve 
such public issues as the proposed federal program 
for a high speed ground transportation system for 
the Northeast Corridor. This program has been 
thoroughly publicized in every respect except one— 
whether the costs associated with this new transport 
system will be competitive with the costs of air or 
bus travel.

Railroads have little to lose and much to gain 
from a comprehensive public discussion of their 
passenger service cost structure. In fact, so long as 
the railroad industry must seek public approval for 
any significant change in its passenger service, the 
development of any sound policy in this field must 
entail a program of prior public enlightenment



SECTION II

PASSENGER TRAFFIC TRENDS OF COMMON CARRIERS ALONG

SELECTED ROUTES OF THE SOUTHERN PACIFIC

Trends in common carrier passenger traffic were 
examined along four Southern Pacific routes: San 
Francisco-Los Angeles, San Francisco-Chicago, Los 
Angeles-Chicago, and Los Angeles-New Orleans. 
Trends in passenger volume, fares, and the level of 
services were analyzed, and a comparative analysis 
of passenger traffic trends was made for the four 
routes.

TRENDS IN PASSENGER VOLUME
Trends in the number of passengers traveling by 
air, bus, and rail along each of the four routes are 
shown in Figures 1 titrough 4, which are supple­
mented by Tables 1 through 4. The period covered 
is 1953-1955, except for air travel on the San Fran- 
cisco-Los Angeles route, where the latest available 
data are for 1964. (Sources, definitions, and qualifi­
cations of data are given in detail in Appendix A.)

Source: Interstate Commerce Commission

Fig. 1—Common carrier passenger volume— 
San Francisco-Los Angeles 1953-1965

(In Thousands)

Table 1 
COMMON CARRIER PASSENGER VOLUME
SAN FRANCISCO-LOS ANGELES 1953-1965

Rail Bus Air

1953 1551.7 726.4 582.1
1954' 1400.0 732.0 705.0
1955 1262.3 743.3 853.4
1956 1160.5 887.0 858.1
1957 1001.4 975.8 1174.7
1958 841.1 1014.2 1185.4
1959 769.4 1272.4 1372.9
I960 676.8 1275.7 1493.2
1961 666.7 1425.5 1511.1
1962 635.4 1424.1 1695A
1963 538.9 1392.3 2103.8
1964 512.2 1383.6 2572.2
1965 450.4 1386.3 N.A.

• Estimated

Fig. 2—Common carrier passenger volume— 
San Francisco-Chicago 1953-1965

6
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Table 2 
COMMON CARRIER PASSENGER VOLUME 

SAN FRANCISCO-CHICAGO 1953-1965 
(In Thousands)

Rail Bus* Air

1953 959.5 786.0 355.4
1954-j- 885.0 772.0 384.0
1955 823.0 761.1 417.0
1956 801.9 805.8 512.2
1957 709.2 914.0 524.1
1958 6455 954.1 502.8
1959 617.8 948.4 592.6
I960 613.6 995.7 599.8
1961 5685 973.7 584.1
1962 546.6 1017.9 592.2
1963 515.5 999.4 74-1.1
1961 550.0 1057.9 822.1
1965 495.8 10275 930.0

• Includes San Francisco-Chicago, San Francisco-Reno, and San 
Francisco-Sacramento t Estimated

Rail and bus passengers include those traveling 
part way or all of the way along the route indicated. 
Air passengers are those traveling between selected 
city pairs along the route indicated. Passenger vol­
umes for each mode are therefore not strictly com­
parable. However, they are adequate indicators of 
passenger traffic trends for each mode.

Source: Interstate Commerce Commission

Fig. 3—Common carrier passenger volume— 
Los Angeles-Chicago 1953-1965

Table 3 
COMMON CARRIER PASSENGER VOLUME 

LOS ANGELES-CHICAGO 1953-1965 
(In Thousands)

Rail Bus* Air

1953 2416.6 7085 464.7
195 If 2280.0 755.0 503.0
1955 2133.6 805.6 547.0
1956 20545 812.0 6375
1957 1522.2 796.7 6772
1958 1469.5 814.1 698.6
1959 1301.2 776.8 845.3
1960 1321.1 792.3 866.6
1961 1201.3 689.9 856.8
1962 1184.1 752.1 918.8
1963 1186.9 777.1 1102.1
1964 1172.9 749.4 1237.4
1965 1028.4 682.6 14305

Source: Interstate Commerce Commission

Fig. 4—Common carrier passenger volume— 
Los Angeles-New Orleans 1953-1965

• Includes Los Angeles-Chicago, Los Angeles-St. Louis, and Los 
Angelcs-Phoenix-Tucson t Estimated

Table 4
COMMON CARRIER PASSENGER VOLUME 

LOS ANGELES-NEW ORLEANS 1953-1965 
(In Thousands)

Rail Bus Air

1953 275.8 703.2 222.4
1954' 2665 665.0 286.0
1955 2575 630.0 362.3
1956 247.8 673.5 418.4
1957 213.8 653.3 438.6
1958 213.5 624.8 441.9
1959 232.7 6195 467.2
1960 235.1 570.9 483.7
1961 2182 5252 5365
1962 195.6 5022 609.4
1963 179.4 538.6 711.2
1964 149.4 5302 806.9
1965 141.9 491.3 972.1

* Estimated
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Rail Passengers
The number of passengers traveling by rail declined 
almost without interruption on all four routes dur­
ing the entire period. The only appreciable increase 
was a brief one on the Los Angeles-New Orleans 
route between 1958 and 1960. The largest relative 
decline was on the San Francisco-Los Angeles route, 
from about 1,550,000 to 450,000, or more titan 70 
percent. The smallest declines—both a little under 
50 percent were on the Los Angeles-New Orleans 
route (from about 275,000 to 140,000) and on the 
San Francisco-Chicago route (from more than 
950,000 to not quite 500,000). The decline on the 
Los Angeles-Chicago route was from about 2,400,000 
in 1953 to a little more titan 1,000,000 in 1965, or 
upwards of 55 percent

Reductions in rail passengers on both routes be­
tween the West Coast and Chicago were parallel 
over time, though a little different in degree. The 
greatest relative declines occurred between 1956 and 
1959, and the smallest between 1961 and 1964.

On the route between San Francisco and Los 
Angeles, the pattern was somewhat the same as on 
routes between the West Coast and Chicago, until 
1962. After that, the rate of decline again became 
almost as steep as it was between 1956 and 1959. 
The steep decline did not come on the Los Angeles- 
New Orleans route until recent years, the decline 
being especially rapid since 1961.

Bus Passengers

The number of passengers traveling by bus on all 
four routes increased or remained relatively stable 
through the 1950s and has leveled off or decreased 
since about 1960. Any upward trend in bus pas­
senger travel on these routes therefore seems to 
have been reversed several years ago.1

1 Data fiom Continental Trailways were not available, so 
the figures for bus travel are understated, especially on the 
Los Angeles-New Orleans route. Nevertheless, the trends indi­
cated for bus travel arc probably accurate.

A substantial increase in the number of bus 
passengers was recorded on the San Francisco-Los 
Angeles route from 1953 through 1961, from about 
725,000 to more than 1,400,000, and then the num­
ber leveled off. Passengers on the San Francisco- 
Chicago route also increased until the early 1960s, 
from a little under 800,000 to about 1,000,000, and 
then stabilized at about 1,000,000. There was a 
small increase on the Los Angeles-Chicago route 
during the 1950s and a decrease of similar propor­
tions since 1960, with about the same number of 
passengers (700,000) at the beginning and the end 
of the 1953-1965 period. There was a slight de­
crease in the number of passengers on the route 
between Los Angeles and New Orleans during the 

1950s, and the decrease accelerated substantially 
during the 1960s; the overall decline was from 
about 700,000 in 1953 to less than 500,000 in 1965.

Air Passengers
The number of passengers traveling by air on all 
four routes increased almost continuously through­
out the 1953-1965 period. The rate of increase has 
been particularly large since the prevalent employ­
ment of jet aircraft on these routes in the early 
1960s.

The general patterns of growth on the four routes 
have been similar since 1953. The overall growth 
on the San Francisco-Los Angeles and Los Angeles- 
New Orleans routes, however, was higher than on 
routes between California and Chicago. The num­
ber of passengers between San Francisco and Los 
Angeles increased from less than 600,000 in 1953 
to almost 2,600,000 in 1964—a more than fourfold 
increase. An increase of like relative size was re­
corded between Los Angeles and New Orleans, 
where there were about 220,000 passengers in 1953 
and 970,000 in 1965.

Growth of passenger volume on the Los Angeles- 
Chicago and San Francisco Chicago routes was less 
dramatic but still substantial. Between Los Angeles 
and Chicago the number of passengers rose from 
approximately 465,000 in 1953 to 1,430,000—more 
than triple that figure—in 1965. During this period, 
the number of passengers between San Francisco 
and Chicago increased by more than two and a 
half times, from about 355,000 to 930,000.

TRENDS IN FARES
Trends in rail, bus, and air fares between the ter­
minal points on each of the four routes are indi­
cated in Tables 5 through 7. Included are coach 
fares for all three modes and fares for first class 
air and the lowest priced Pullman rail service.

San Francisco-Los Angeles
Bus fares between San Francisco and Los Angeles 

have increased about twice as fast as rail coach 
fares since 1953, although from a much smaller base 
(S5.95 as against §9.50). The present differential of 
the §12.50 rail fare over the §9.65 bus fare is about 
30 percent. Air coach fares are §13.50, the same as 
they were in 1953 and competitive with rail coach 
fares.

The most significant point about air fares, how­
ever, is that they have in effect decreased because of 
the change in composition of service offered by the 
airlines. About half the seats available in the mid- 
1950s were first class with a fare of about §22, the 
other half being coach with a fare of §13.50. But 
currently, approximately 95 percent of the passen­
gers traveling between San Francisco and Los Ange­
les use the coach fare of §13.50, or even a special 
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thrift fare of less than 511.50. Thus, the average air 
travel fare between the two cities has actually de­
clined significantly since the mid-1950s.

Since 1953, the lowest priced Pullman rail fare, 
for a one passenger roomette, has increased by a 
higher percentage (about 40 percent) than rail coach 

Table 5 
COMPARISON OF RAIL, BUS, AND AIR FARES 

COACH AND FIRST CLASS
SAN FRANCISCO-LOS ANGELES 

1953-1965

Rail Bus

Coach Coach

Air

First ClassCoach
One Passenger 

Roomette
Fare Index Fare Index Fare Index Fare Index Fare Index

1953 ? 9.50 100.0 523.57 100.0 5 5.95 100.0 $13.50 100.0 522.05 100.0
1955 9.50 100.0 25.23 107.0 5.95 100.0 1350 100.0 22.05 100.0
1957 9.50 100.0 28.20 119.6 6.80 114.3 1350 100.0 22.05 100.0
1959 10.50 HOL 30.30 128.6 7.48 125.7 15.05 1115 23.95 108.6
1961 11.00 115.8 30.30 128.6 8.35 140.3 1350 100.0 2755 124.9
1963 12.50 131.6 33.31 141.3 9.19 154.4 1350 100.0 28.45 129.0
1965 12.50 131.6 33.31 141.3 9.65 162.2 1350* 100.0 28.45 129.0

• A special thrift fare of 511.-13 is also available.

Table 6 
COMPARISON OF RAIL, BUS, AND AIR FARES 

COACH AND FIRST CLASS
SAN FRANCISCO-CHICAGO AND LOS ANGELES-CHICAGO 

1953-1965

Rail Bus

Coach Coach

Air

First ClassCoach
One Passenger 

Roomette
Fare Index Fare Index Fare Index Fare Index Fare Index

1953 555.44 100.0 107.01 100.0 541.65 100.0 576.00 100.0 5114.75 100.0
1955 55.44 100.0 107.01 100.0 41.65 100.0 76.00 100.0 114.75 100.0
1957 61.12 110.2 119.36 1115 46.40 111.4 76.00 100.0 114.75 100.0
1959 61.12 110.2 119.36 1115 51.70 124.1 80.05 105.3 120.35 104.9
1961 67.39 121.6 119.36 1115 54.30 130.4 102.30 134.6 131.40 1145
1963 67.39 121.6 119.36 1115 54.30 130.4 105.45 138.8 135.40 118.0
1965 67.39 121.6 119.36 1115 57.30 137.6 105.45* 138.8 11655 101.6

’ A special thrift fare of 590 is also available on the Los Angeles-Chicago route.

Table 7 
COMPARISON OF RAIL, BUS, AND AIR FARES 

COACH AND FIRST CLASS 
LOS ANGELES-NEW ORLEANS 

1953-1965

Rail Bus

Coach Coach

Air

First ClassCoach
One Passenger 

Roomette
Fare Index Fare Index Fare Index Fare Index Fare Index

1953 519.62 100.0 5 596.06 100.0 538.90 100.0 580.90 100.0 5107.80 100.0
1955 49.62 100.0 96.06 100.0 38.90 100.0 80.90 100.0 107.80 100.0
1957 54.71 110.2 107.18 111.6 43.35 111.4 80.90 100.0 107.80 100.0
1959 54.71 110.2 108.73 113.2 50.60 130.1 87.40 108.0 113.15 105.0
1961 60.32 121.6 108.73 113.2 51.75 133.0 90.60 112.0 117.00 1085
1963 60.32 121.6 111.93 1165 51.75 133.0 93.35 115.4 120.55 111.8
1965 60.32 121.6 111.93 1165 51.30 139.6 101.60 125.6 124.35 115.4
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fares and first class air fares (both about 30 percent). 
The one passenger roomette fare of §33.31 cur­
rently compares with fares of §12.50 for rail coach 
and §28.45 for air first class. Comparisons of first 
class fares are not very significant, however, since 
the San Francisco-Los Angeles common carrier 
travel market is dominated overwhelmingly by coach 
service.

San Francisco-Chicago and Los Angeles-Chicago
Fares for travel between San Francisco and Chi­

cago were the same as for travel between Los Ange­
les and Chicago throughout the period.

Rail coach fares on the two routes between Cali­
fornia and Chicago showed a much smaller percent­
age increase than bus fares since 1953 (about 22 
percent as against 38 percent), though from a higher 
base. Rail fares advanced from §55.44 to §67.39 be­
tween 1953 and 1965, while bus fares increased 
from §41.65 to §57.30. The differential between the 
two narrowed from more than 30 percent in 1953 
to less than 20 percent in 1965. Air coach fares in­
creased in percentage even more than bus fares— 
from §76.00 to §105.45, or almost 40 percent—and 
are currently far more than either rail coach or bus 
fares. The current differential is about 55 percent 
between air and rail, and 85 percent between air 
and bus.

One passenger roomette rail fares between Cali­
fornia and Chicago increased about 12 percent. First 
class air fares are almost the same today (§116.55) 
as they were in 1953 (§114.75). A shift from first 
class to coach air service also has occurred on these 
routes, though not as much as on the §an Francisco- 
Los Angeles route. For example, the numbers of 
coach and first class air passengers between Los 
Angeles and Chicago were about the same in 1955; 
in 1964 about 80 percent of the passengers traveled 
by coach.

Nevertheless, the stability of first class air fares 
between California and Chicago is significant in two 
respects. One is that the differential between first 
class and coach air fares has narrowed substantially, 
from about §30 to §11 in the last year, with some 
swing back to first class to be expected in air travel 
between California and Chicago. The other is that 
first class air fares have been competitive with Pull­
man roomette rail fares throughout the period, even 
without consideration of the extra expense for meals 
on train trips of this length.

Los Angeles-New Orleans
Rail coach fares between Los Angeles and New 

Orleans have increased less than either air coach 
or bus fares since 1953. While rail fares increased 
from §49.62 to §60.32 during this period, bus fares 
rose from §38.90 to §54.30 and air fares from §80.90 
to §101.60. In 1953, the differential between rail 

and bus fares was more than 25 percent, but by 
1965 rail fares exceeded bus fares only a little more 
than 10 percent. Although the differential between 
air and rail coach fares increased only slightly since 
1953, air fares were substantially higher at the be­
ginning of the period and the current differential is 
almost 70 percent.

As in the other travel markets, first class travel is 
now relatively unimportant between Los Angeles 
and New Orleans. Where only about 30 percent of 
the air travelers between Los Angeles and New 
Orleans went by coach in the mid-1950s, coach pas­
sengers comprised more than 80 percent of this 
market by 1964. First class Pullman rail service is 
available on a regularly scheduled basis only be­
tween Los Angeles and El Paso.

The first class air fare of §107.80 in 1953 in­
creased by about 15 percent to §124.35 in 1965. One 
passenger roomette fares between Los Angeles and 
New Orleans increased from §96.06 to §111.93.

TRENDS IN LEVEL OF SERVICES
Two of the most important objective characteristics 
of the level of services offered are availability (or 
frequency) and elapsed time of travel. The weekly 
frequencies of departure for one way rail, bus, and 
air travel in 1953 and 1965 are compared for the 
four routes in Table 8.2 Minimum elapsed travel

2 Weekly frequencies are used to allow for any variation in 
daily schedules during the week.

Table 8
COMPARISON OF WEEKLY FREQUENCIES OF RAIL.

BUS, AND AIR DEPARTURES ONE WAY BETWEEN 
TERMINAL CITIES ON SELECTED 

SOUTHERN PACIFIC ROUTES

Year
Route 1953 1965

San Francisco-Los Angeles
Rail ...................................................................... 70 35
Bus’ ...................................................................... 56 147
Air ....................................................................... 350f 763

San Francisco-Chicago
Rail.................................................................... 28 21
Bus .................................................................... 14 35
Air...................................................................... 105 203

Los Angeles-Chicago
Rail .................................................................. 77 42
Bus .................................................................. 98 77
Air .................................................................... 203 280

Los Angeles-New Orleans
Rail .................................................................. 21 7
Bus .................................................................... 21 21
Air .................................................................... 14 42

• Express only
t Estimated
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times on these routes in 1953 and 1965 are com­
pared for the three common carrier modes in 
Table 9.

Table 9
COMPARISON OF MINIMUM ELAPSED TRAVEL TIMES 
BY RAIL, BUS AND AIR BETWEEN TERMINAL CITIES 

ON SELECTED SOUTHERN PACIFIC ROUTES
1953 and 1965

(In Hours)

Year
Route 1953 1965

San Francisco-Los Angeles
Rail  9.8 9.8
Bus  10.5 9.0
Air  2.0 0.9

San Francisco-Chicago
Rail  40.0 45.0
Bus  59.0 55.0
Air .................................................................... 8.0 4.0

Los Angeles-Chicago
Rail  40.0 395
Bus  61.0 54.0
Air....................................................................... 7.0 4.0

Los Angeles-New Orleans
Rail  42.0 46.0
Bus  53.0 48.0
Air ..................................................................... 8.5 4.0 

11
cent margin that train running time had been less 
in 1953 when buses took 10.5 hours. Elapsed run­
ning time for air travel, of course, has been far less 
than for rail or bus travel between the two cities. 
The minimum air travel time has been cut in half 
since 1953, dropping from 2 hours to less than 1.

San Francisco-Chicago
The weekly one way frequency for rail between 

San Francisco and Chicago has decreased from 28 
to 21 since 1953. Bus frequency has more than 
doubled during the period, from 14 to 35, and now 
exceeds rail frequency by two-thirds. As in the San 
Francisco-Los Angeles market, total offerings of the 
airlines approximately doubled and far outnum­
bered bus and rail offerings. Weekly airline offer­
ings increased from about 100 to 200 since 1953. 
The current ratio of air-to-bus service is almost 6:1, 
and the ratio of air-to-rail service almost 10:1.

The minimum running time for railroads between 
San Francisco and Chicago has actually increased 
since 1953 from 40 to 45 hours. Although the bus 
running time has decreased from 59 to 55 hours, 
it still exceeds train running time by more than 
20 percent. The airlines have had a tremendous 
advantage in running time throughout the period. 
Minimum air time has been cut in half since 1953, 
from 8 to 4 hours, and is now less than 10 percent 
of the minimum running time by rail.

San Francisco-Los Angeles
The weekly frequency for one way rail was halved 

(from 70 to 35) on the San Francisco-Los Angeles 
route between 1953 and 1965, while the one way 
weekly frequency for air more than doubled (from 
about 350 to more than 750) and for express bus 
nearly tripled (from more than 50 to almost 150)?

Total offerings of the airlines far exceeded express 
bus and rail offerings during tire entire period. The 
current ratio of air-to-express bus service frequency 
is more than 5:1, and the ratio of air-to-rail service 
is well over 20:1. Train service in 1953 was slightly 
more frequent than express bus service. The fre­
quency of express bus service is today more than 
four times greater than train service.

The minimum elapsed travel time for railroads 
running between San Francisco and Los Angeles— 
not quite 10 hours—has not changed since 1953. By 
1965, minimum running time for the bus was 9 
hours—less than for the train by the same 8 per-

-3 Only express buses were considered on this route because 
they arc more nearly comparable to trains and airplanes op­
erating between San Francisco and Los Angeles than are local 
buses. Actually, while express bus frequency increased during 
the period, the frequency of local buses declined.

Los Angeles-Chicago
The weekly one way frequency for rail between 

Los Angeles and Chicago has decreased sharply since 
1953—from 77 to 42. Bus frequency also decreased, 
but its decrease from 98 to 77 was smaller than for 
rail. Bus service is currently almost double train 
service frequency. The frequency of air service has 
risen from about 200 in 1953 to 280 in 1965. The 
ratios of air-to-bus and air-to-rail service have not 
been as large on this route as on the San Francisco- 
Los Angeles or San Francisco-Chicago routes, nor 
has the increase in air sendee been as great Never­
theless, the advantage in frequency to the airlines 
is still fairly substantial—more than 3.5:1 relative 
to bus and 6.5:1 relative to rail.

The minimum elapsed travel time by rail between 
Los Angeles and Chicago has decreased only very 
slightly since 1953, from 40 to 39.5 hours. As on the 
San Francisco-Chicago route, bus running time has 
decreased (from 61 to 54 hours) but still exceeds 
the train running time by a substantial margin- 
more than 35 percent. The tremendous advantage 
in running time differential for airlines has been 
about the same as for the route between San Fran­
cisco and Chicago. Air travel time since 1953 has 
been reduced from 7 to 4 hours.
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Los Angeles-New Orleans
The weekly one way frequency by rail between 

Los Angeles and New Orleans declined from 21 
to 7—a two-thirds drop from what it was in 1953. 
The frequency of bus service, still equal to the rail 
frequency of 21 in 1953, is now triple the rail fre­
quency. Airline service tripled—from 14 to 42—but 
from a base lower than either bus or rail frequencies 
in 1953, with the result that the current ratio of 
air-to-rail service is 6:1 and the ratio of air-to-bus 
service only 2:1.

As between San Francisco and Chicago, the mini­
mum elapsed travel time by rail has increased, in 
this case from 42 to 46 hours since 1953. Bus running 
time decreased from 53 to 48 hours and is now al­
most equal to train running time. The tremendous 
differential in elapsed time has been an advantage 
to airlines throughout the period. The minimum 
running time for air travel has been cut more than 
half since 1953—from 8.5 hours to 4 hours—and is 
now less than 10 percent of the time by rail.

COMPARATIVE ANALYSIS
Common carrier passenger traffic trends along the 
four routes examined are strikingly similar. In terms 
of passenger volume, the virtually uninterrupted 
decline in rail travel was substantial between 1953 
and 1965, ranging from a little less than 50 percent 
on the Los Angeles-New Orleans and San Francisco- 
Chicago routes to more than 70 percent on the San 
Francisco-Los Angeles route.

During the same period, bus passenger volume 
increased only on the San Francisco-Los Angeles and 
San Francisco-Chicago routes—by about 100 per­
cent and 25 percent respectively—but almost all the 
growth occurred in the 1950s. The Los Angeles- 
Chicago route showed no growth during this period, 

and the Los Angeles-New Orleans route declined 
approximately 30 percent.

In contrast with the other common carrier modes, 
air passenger volume on all four routes was sharply 
upward, with particularly dramatic growth since 
the early 1960s. The smallest percentage that air 
passenger traffic increased since 1953 was more than 
160 percent on the San Francisco-Chicago route, and 
the largest percentage increase, on the San Francisco- 
Los Angeles route, was probably well over 400 
percent.4

4 The increase through 1964 was more than 310 percent and 
would easily be more than 400 percent since 1953 if the recent 
growth rate continued through 1965.

These changes, of course, were reflected in changes 
in frequency of service offered by the competing 
common carrier modes. In terms of speed, the air­
plane maintained its tremendous advantage over 
the train and bus on all four routes.

Air travel increased dramatically during this pe­
riod, even though air coach fares were not competi­
tive with coach rail or bus fares, except on the San 
Francisco-Los Angeles route. However, on the routes 
from California to Chicago or New Orleans, air 
coach and first class fares have been quite competi­
tive with Pullman fares, particularly in light of extra 
expenses for meals on trains.

While the current distribution of passenger vol­
umes among the common carrier modes is not uni­
form along the four routes examined, the basic trend 
patterns are very similar. The differences occur pri­
marily because the distribution of passenger shares 
among the common carriers varied among these 
routes at the beginning of the period, and because 
there were slight variations in the timing of rapid 
increases in air travel and sharp declines in rail 
travel.



SECTION m

COMPETITIVE ENVIRONMENT IN INTERCITY

PASSENGER TRAVEL

Changes in the distribution of intercity passenger 
transportation along certain western routes by mode 
of travel, to be properly understood, must be viewed 
as part of the nationwide changes that have taken 
place in transportation since World War II. These 
nationwide changes, in turn, can be seen most 
clearly if viewed both from the standpoints of the 
traveler seeking transportation and the organiza­
tions supplying it. Profound changes have taken 
place with respect to both of them.

CHANGES IN DEMAND
Of all the factors that have influenced the trend of 
intercity passenger travel since the war, the most 
important are the tremendous increase in the use 
of the automobile, now the primary mode for inter­
city passenger travel, and the emergence of air 
travel as the primary mode for business travel.

The Automobile—the Primary Mode for Travel
The automobile, in addition to being the domi­

nant mode of travel, has profoundly influenced 
consumer demand for all travel. The enormous in­
crease in automobile ownership has provided the 
traveler with a performance standard of high quality 
and low cost, and this standard, in turn, has altered 
the traveler’s attitude toward all forms of common 
carrier transportation.

This influence, of course, has occurred only since 
the war. Because of the depression of the 1930s and 
the cessation of automobile production during the 
war, the number of private automobiles in use in 
1945—roughly 26 million—was only 12 percent above 
the 1930 level. By 1964, this number had grown to 
nearly 72 million.

What are the performance characteristics of this 
almost universally available means of intercity 
travel?

It is cheap. Since most families already have at 
least one automobile, usually purchased for pur­
poses other than long distance travel, the relevant 
costs to be considered for an occasional long dis­
tance trip are only the actual outlays required for 
the trip—usually between 3 and 4 cents a mile. 
For trips involving more than one traveler, the cost 
per traveler becomes a fraction of that figure. Auto­
mobile travel, then, is as cheap as any form of com­

mon carrier intercity travel even if there is only one 
traveler per automobile; it is far cheaper than any 
other form of travel if there is more than one 
traveler per trip.

It is fast and comfortable. The combination of 
powerful engines and improved highways allows 
the automobile traveler speeds averaging 50 mph 
or more over long distances—speeds fully competi­
tive with many rail and bus schedules, even if no 
allowance is made for travel to and from rail and 
bus stations. The same combination of better cars 
and highways also makes most intercity travel by 
car very comfortable.

It offers complete freedom over time of depar­
ture. Twenty years ago, travelers were willing to 
adjust their departure times to the schedules of com­
mon carriers. But with the automobile at their dis­
posal, they have become accustomed to departure 
times of their own choosing. In high density inter­
city travel markets where common carriers account 
for a sizable proportion of total travel, carriers have 
had to furnish a high frequency of service. In the 
San Francisco-Los Angeles market, for instance, 
air carriers offer more than 100 departures a day 
each way.

It provides point-to-point service. The relative 
decline of common carrier intercity transportation 
can be traced in part to the relative decline of intra­
city transportation. With the spatial growth of 
metropolitan areas—particularly in the West—trans­
portation from city center to dty center in the case 
of bus or rail, or from airport to airport in the case 
of air travel, has become only part of a total jourT 
ney. The expansion of urban areas has lengthened 
the average distance from a terminal to the final 
destination in the area, and with the decline of 
intracity common carrier transportation, automo­
bile travel has gained an additional edge over com­
mon carrier travel.

The competitive advantage of an automobile is 
particularly great for nonbusiness intercity travel. 
For example, family pleasure travel often involves 
not only the intercity trip itself but extensive 
amounts of travel in the area visited. In these 
cases, then, the convenience and flexibility of the 
relatively low cost family car far outweigh any 
advantages of common carrier travel.

13
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The total effect of the automobile on consumer 
demand for intercity traffic, then, may be summar­
ized as follows: the availability of the automobile 
makes the choice of common carrier travel tire ex­
ception; and, generally, a traveler chooses a common 
carrier only if he needs a time performance his car 
cannot furnish or if he is unable or unwilling to 
drive his own car.

Airplanes—the New Style in Business Travel
Of all the travel market sectors that have con­

tributed to the decline of rail passenger travel, the 
business travel sector lias done so more than any 
other. This desertion of the passenger train by busi­
ness travelers was prompted, of course, by the emer­
gence of air travel as the primary mode of business 
travel. Businessmen were quick to realize the eco­
nomic value of travel that allows vast distances to 
be spanned with little loss in work time. As one 
authoritative study pointed out,1 "Business travel 
by rail declined faster than nonbusiness travel.”

1 John B. Lansing and Dwight M. Blood, The Changing 
Travel Market, 1964.

Evidence of the extent to which the airlines have 
captured the business travel market can be found in 
the 1963 National Travel Survey of the Bureau of 
the Census. While business travelers accounted for 
only 14 percent of all travelers surveyed, they con­
stituted 56 percent of all airline travelers. In a 
direct comparison tvith rail, for every two rail pas­
sengers on business travel, the survey found 15 
businessmen traveling by air.

This finding was substantiated at a recent dis­
continuance hearing before the California Public 
Utilities Commission concerning the Southern Pa­
cific Lark, an overnight Pullman train between San 
Francisco and Los Angeles. An official of a large 
company with staff members making more than 
3,000 trips a year between the two cities testified 
that although staff members are free to choose any 
common carrier mode, less than 3 percent choose 
rail travel.

The sharp decline in Pullman travel, the pre­
ferred mode for business travel before the war, 
provides additional evidence of this shift. All 11 
major western railroads showed a decrease in the 
number of passenger miles generated on parlor and 
sleeping car service since 1951. As shown in Figure 5, 
taken together, the trend of Pullman service was 
almost continuously downward, amounting to a de­
cline of 75 percent, as compared with a decline of 
only 25 percent in coach travel.

Some consideration should be given to the func­
tion of habit regarding intercity passenger transpor­
tation. Many studies of the passenger travel market, 
including The Changing Travel Market, have noted 
that older people, who became accustomed to rail 

travel early in life, constitute a large fraction of 
the rail travel market, while most young people 
have never been on a train. These passengers will 
be lost with the passing generations, and railroads 
that try to attract additional travelers will have to 
overcome not only the cost and service advantages 
of other modes but the incidence of habit that will 
run strongly against train travel.

TECHNOLOGICAL CHANGES
Intercity passenger transportation has been marked 
by vast technological improvements in some modes 
of transportation and by steady and significant cost 
increases for all modes of common carrier transpor­
tation. These two developments are connected in 
the sense that the significance of technological im­
provement can often best be measured by the extent 
that these improvements offset the steady upward 
push of costs.

Railroads experienced continued increases in labor 
and material costs; yet technological improvements 
in railroading, such as in communications, motive 
power, and maintenance of way work, did not result 
in dramatic savings. Specifically, the railroad in­
dustry has not produced technological improve­
ments that reduce costs and increase the appeal of 
passenger trains. As a result, the declining traffic 
itself added to other cost pressures by minimizing 
the basic economic advantage of passenger trains, 
the carrying of a large number of people at one 
time.

Fig. 5—Index of coach versus parlor and sleeping car 
passenger miles—eleven western railroads 1951-1965

Other technological improvements, such as great 
increases in speed, while technically feasible, were 
not instituted for economic reasons. Titrough a 
number of unsuccessful experiments, it was recog­
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nized that significant increases in speed of passenger 
trains could not be achieved merely through the 
purchase of new equipment. Instead, the construc­
tion of new systems is required, with new or im­
proved rights of way. And the cost of such systems, 
as is being discovered in connection with the North­
east Corridor experiment, is prohibitive for any 
single railroad.

In contrast, airlines were able to achieve such sig­
nificant improvements in technology and produc­
tivity that the cost increases common to the entire 
transportation industry were more than offset. This 
ability of the airlines to offset cost increases is 
obscured somewhat by the fact that some fares in­
creased during the postwar period. But because of 
the greater availability of coach travel, the increases 
in average fares were less than would appear from 
an examination of fare changes. Moreover, the in­
dustry has changed from one that received massive 
federal subsidies for its operations during the imme­
diate postwar period to one that is making a very 
substantial profit on its investment.

The primary instrument responsible for this 
change has been the jet transport. The public is 
aware of the enormous increase in speed and com­
fort that jet powered airplanes have brought to air 
travel. The airline industry, however, is equally 
aware of the enormous improvement in efficiency 
and productivity that these planes have provided. 
In addition to increased speed and seating capacity, 
conversion to jets meant significantly lower operat­
ing and maintenance costs and far greater utiliza­
tion per day. And the end of this development is 
not yet in sight.

With improvement in equipment came improve­
ment in terminal facilities. Practically all major air­
ports in this country have been built or extensively 
modernized in the last ten years. While the major 
airports are generally profitable, the initial capital 
for their construction was provided largely by the 
federal government. The sheer growth in air travel 
made the airport construction program a necessity, 
yet the new airports did more than provide for the 
added travelers: they helped make air travel more 
attractive.

For bus travel, as for automobile travel, improve­
ment in highways and advancements in equipment 
have been the primary technological developments 
of the postwar period. Together, they improved the 
quality of bus service by lowering the running time. 
According to the Bureau of Public Roads, average 
speed of buses on rural highways has increased from 
50 to 57 mph since 1950. This increase in speed has, 
of course, also had the effect of partially offsetting 
cost increases that bus operators, too, have experi­
enced during this period.

Only in recent years have bus lines become con­
cerned with the improvement of station facilities, 

and progress to date has not been noteworthy. How­
ever, it is the evident intent of bus companies to 
concentrate on such improvement in the future, 
in an attempt to broaden the appeal of bus trans­
portation.

FUTURE TECHNOLOGICAL 
DEVELOPMENTS

Technological developments in intercity passenger 
travel can be projected for the next ten years with 
a fair degree of certainty, because most important 
developments likely during that period are already 
visible on the horizon. Furthermore, the nature of 
these developments is already known well enough 
for their likely economic impacts to be predicted 
with some reliability.

Air Travel
Air travel from 1966 to 1975 will be highlighted 

by introduction of larger subsonic jet transports— 
die Boeing 747 and the stretched Douglas DC-8. 
These airplanes will have about the same speed as 
current jets, but much larger capacities and signifi­
cantly lower unit costs. Seating capacities will range 
from 250 to more than 400, and the expected per 
seat costs may be as much as 30 percent lower than 
equivalent costs on current jet airplanes. Supersonic 
jet transports built in this country may come into 
service toward the end of the period, but this pros­
pect is still somewhat cloudy.

From a competitive standpoint, however, the im­
pact of large, low cost subsonic passenger planes will 
be far more significant. Even with today’s jet air­
planes, many major U.S. airlines have been able to 
raise their earnings on investment to 10 percent 
or more, and as a result, the Civil Aeronautics 
Board, which has jurisdiction over fares, has begun 
to exert pressure for lotver passenger fares. With the 
introduction of larger airplanes, such fare reduc­
tions could be sizable and would undoubtedly affect 
die price-conscious segment of the travel market

While die airlines, with other transportation com­
panies, will continue to be faced with rising mate­
rial and labor costs, the gains in efficiency will be 
large enough to permit a significant lowering of air 
fares.

Automobile and Bus Travel
The primary technological improvement support­

ing automobile and bus travel during the next ten 
years will be completion of the 41,000 miles of inter­
state highway system. As of March 31, 1966, the 
system was only 52 percent complete, with another 
14 percent under construction. While there has been 
some slippage in the construction schedule, the 
entire system should be substantially complete by 
1975.

In many cases, completion of the system will 
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reduce travel time significantly. Between San Fran­
cisco and Los Angeles, for instance, Interstate High­
way 5, 580, and 80 are scheduled to reduce travel 
time from 10 hours to a little more titan 8. And 
even where reductions in travel time are less, the 
new highway will have the effect of increasing travel 
comfort. Savings in travel time will benefit buses 
and may at least partially offset cost increases that 
bus companies can expect during this period.

Two other improvements are incidental to tech­
nological development. Bus companies have started 
developing a station-to-station package express busi­
ness that may make increasing contributions to bus 
revenues. And the companies will continue to strive 
to improve their “class image” by better station 
facilities and other service improvements.

The automobile is not likely to lose its predomi­
nate share of the intercity travel market. Per capita 
ownership of automobiles is still increasing in the 
United States and will probably continue to do so 
over the next ten years, especially with important 
improvements to be made in safety features. Con­
tinuation of this upward trend in automobile own­
ership is significant, since the spread of the use of 
automobiles is tied closely to their availability.

Train Travel
The only significant technological improvements 

that can be foreseen in railroad passenger transpor­
tation relate to experiments in high speed ground 
transportation being conducted by the Department 
of Commerce in the Northeast Corridor between 
Boston and Washington. But this experimental pro­
gram will probably not have the immediate impact 
on railroad passenger travel that the introduction 
of a new generation of jet transports would have 
on air passenger travel.

First, a new system of high speed ground transpor­
tation cannot be introduced simply by purchasing 
new vehicles, as in the case with a new generation 
of jet transports. Any of the new highspeed systems 
being considered require new or vastly improved 
rights of way. The cost of such systems, even for a 
single corridor of no more than 400 miles, has been 
estimated in the billions of dollars. One designer's 
estimate for a high speed ground transport system 
for the Northeast Corridor has been $4 to 55 billion.

Second, the prospective cost of a high speed 
ground transportation system for passengers rules 
out any purely private enterprise venture in this 
field. In addition to the very high cost, there are 
indications that such a system would have to be 
physically segregated from existing rail operations 
for safety reasons, as has been done in Japan in the 
case of the widely publicized Tokaido Line between 
Tokyo and Osaka. In other words, the passenger 
operations alone would have to support the entire 
system. It is doubtful that on any route in the 

United States a rail passenger system could be built 
that would meet its operating costs, as well as repay 
its capital costs.

Third, the federal government may undertake 
financing of such a system between Boston and 
Washington, but even this support is no foregone 
conclusion in spite of the current experimental pro­
gram there. Competing airlines and bus companies 
will likely voice their opposition once Congress is 
asked to appropriate construction funds. And given 
the probable cost of this system—upwards of §4 to 
55 billion—their protest may carry considerable 
weight, particularly with congressmen not from the 
Northeast. But even if this first system is approved, 
there is likely to be some delay before a second 
system is authorized.

All these factors make the construction of a high 
speed ground transportation system in the West un­
likely by 1975, or even 1980.

It is doubtful, therefore, that railroads in the 
West can produce any significant technological im­
provements over the next ten years that will either 
reduce the cost of rail passenger operations or en­
hance the train’s appeal to travelers. Instead, costs 
will continue to rise as wages increase, and the cost 
competitive gap will continue to widen between 
trains and their common carrier competitors. The 
extent of this competitive gap is indicated below.

COST EFFECTIVENESS ANALYSIS
For a clearer view of the impact technological 
changes have had on die costs of common carriers 
providing intercity passenger service, an attempt 
was made to measure the costs per passenger tri si 
for each of the three modes on the route between 
San Francisco and Los Angeles.

This cost comparison was made on the basis of 
actual published data. To avoid the problems of al­
location of joint and common costs, the cost items 
considered were associated directly with the vehicle, 
its operation and maintenance, or were otherwise 
directly related to passenger service.

Rail transportation data were based on Southern 
Pacific Coast Daylight Trains No. 98 and No. 99, 
all coach trains operating between San Francisco 
and Los Angeles. The costs included were primarily 
direct operating costs, equipment maintenance costs, 
and other costs directly associated with operation 
of the trains. Specifically excluded were all main­
tenance of way costs. The total train costs were 
divided by 170, which is the equivalent of a load 
factor of approximately 65 percent.2 Actually, the 
assumption of a 65 percent load factor is not real­
istic in the light of the actual demand for rail pas­

2 The actual average passenger count for fiscal year 1965-66 
was 236. However, this number included a large proportion 
of short distance passengers. The estimate of 170 passengers 
represents the equivalent number of through passengers.
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senger transportation in the West. This demand, 
aside from its level, is basically marginal, with con­
siderable daily variation and high seasonal peaks 
during the summer and Christmas seasons. Thus, 
the per passenger trip costs estimated for rail are 
no doubt conservative.

Calculations of air transportation costs were based 
on use of the Boeing 727, the airplane that carries 
most air traffic in the Los Angeles-San Francisco cor­
ridor. Data were obtained from the United System 
of Accounts and Reports for Certificated Air Car­
riers, CAB Form 41. The average number of pas­
sengers per flight was assumed to be 83, which 
reflects tire 65 percent load factor currently experi­
enced by air carriers in that corridor. Since, in the 
case of air carriers, a large proportion of total costs 
are allocated to individual flights, the airline costs 
shown in this comparison probably constitute a 
greater proportion of total costs than do the rail­
road costs shown here.

Bus costs are based on published data furnished 
by Western Greyhound Lines. Again, a larger pro­
portion of total costs were assigned to the estimated 
cost of individual bus trips than in the case of train 
operations, primarily because in bus operations a

ESTIMATES OF DIRECT COST PER PASSENGER TRIP 
FOR COMMON CARRIERS BETWEEN 
SAN FRANCISCO AND LOS ANGELES

Table 10

Cost Category
Coach*  
Train

Boeingt
727 Bust

Labor §5.17 §1.25 §4.81
Equipment 8.85 3.39 2.51
Fuel .59 1.87 .85
Other 3.80 1.81 .94
Additional Passenger Cost — 1.57 —

Total §18.41 §9.89 §9.11

• SRI cost estimate based on direct operating cost ok Southern 
Pacific Coast Daylight coach train.

t SRI cost estimate based on CAB Form 41, Unified System ok 
Accounts and Reports for Certificated Air Carriers

t SRI cost estimate based on published cost records ok Western 
Greyhound Lincs

higher percentage of such costs is directly variable 
with traffic. The estimated cost of operating an en­
tire bus between San Francisco and Los Angeles was 
divided by 28 passengers, the average occupancy 
experienced by Greyhound buses. (The capacity 
of the buses is 44.)

The results, shown in Table 10, are decisive. 
While direct bus and airplane costs are fairly close— 
between 59 and 810 per passenger trip—train costs 
are more than 518 per passenger trip, approximately 
twice as large. And these costs per passenger trip 
were calculated on the basis of a load factor of 
65 percent, which approximates actual experience 
for the bus and airplane, but which is unrealistically 
high for the train.

The actual per passenger trip costs in Table 10 
were calculated for a specific route of approximately 
400 miles—the exact length varies depending on the 
mode of transportation. However, the findings are 
generally valid for routes of this length or longer, 
particularly as far as the competitive position of 
rail transportation is concerned. There are two rea­
sons: (1) the spread in costs between rail on one 
side and bus and air on the other is so great that 
any minor changes are unlikely to make much dif­
ference; (2) the choice of longer routes—and impor­
tant western routes are almost always longer—would 
give airplanes an even greater competitive edge, 
since jet airplanes operate to greater advantage over 
longer distances.

Some of the factors behind this large cost dif­
ferential are indicated in Tables 11 and 12. For 
instance, if the labor input on the vehicle itself is 
measured in man-hours to produce a passenger trip 
on each mode, the advantage of the airplane over 
the train is more than 11 to 1. And this enormous 
advantage in labor input is not offset by an advan­
tage in capital efficiency. If the capital efficiency of 
railroads is compared to airlines, in terms of initial 
cost of replacing present equipment in kind, the 
advantage of air over rail is well over 2 to 1. Rail 
passenger service is therefore considerably less effi­
cient than air travel, in terms of both labor and 
capital efficiency.
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Table II

COMPARISON OF LABOR EFFICIENCY: MEASUREMENT OF VEHICLE MAN-HOURS 
REQUIRED FOR ONE PASSENGER TRIP BETWEEN 

SAN FRANCISCO AND LOS ANGELES

• Actual number of employees on vehicle at any one time 
t Scheduled travel time

Vehicle 
<1)

Number of 
Employees 

on 
Vehicle*  

(2)

Hours 
of 

Travel 
Timet 

(3)

Vehicle 
Man-hours 
per Total 

Trip 
(2) X (3) 

(4)

Average 
Passengers 
per Trip 

(S)

Man-hours 
Required 

per 
Passenger 

Trip 
(4)ri-(5) 

(6)
Train 15 9.750 146.25 170 0.860

Airplane (Boeing 727) 6 0.917 5.50 73 0.075

Bus 1 9.750 9.75 28 0.348

Table 12

COMPARISON OF CAPITAL EFFICIENCY: MEASUREMENT OF INITIAL 
CAPITAL COST OF VEHICLE PER DAILY PASSENGER TRIP 

BETWEEN SAN FRANCISCO AND LOS ANGELES

Vehicle
(1)

Initial
Cost
(2)

Average 
Occupancy 
per Trip 

(3)

Number 
of Trips 
per Day*  

(4)

Number 
Passenger 

Trips 
per Day 

(5)

Initial 
Cost 

per Daily 
Passenger

Trip 
(2) ri-(5) 

(6)

Train $3,662,000$ 170 1 170 $21,541

Airplane (Boeing 727) 4,800,000$ 73 7 511 9,393

Bus 32,000$ 28 1 28 1,143

* Actual daily utilization of equipment by carriers
t Estimated average current purchase price of Southern Pacific Coast Daylight Train 98

1 Baggage-mail car at $220,000
8 Chair cars at $225,000
1 Triple-unit diner at $288,000
1 Dome-lounge car at $257,000
1 Parlor-observation car at $257,000
3 Locomotives at $280,000

$ 220,000 
1,800,000 

288,000 
257,000 
257,000 
840.000

t Estimated average purchase price
$3,062,000



SECTION IV

PASSENGER SERVICE POLICIES OF WESTERN RAILROADS

This description of the policies pursued by the 11 
major western railroads with respect to passenger 
service is based on research involving analysis of 
published data and interviews with railroad officials. 
The findings, however, represent primarily the con­
clusions of the authors—as for example, the cate­
gories of railroads according to the type of policy 
pursued—and not the opinions of the railroad 
officials.

BACKGROUND DATA
As background for discussion of the responses by 
the railroads to trends in passenger traffic, operat­
ing statistics available to the public were examined 
for the 11 railroads for the period 1950-1965.1 From 
these statistics, the following data were abstracted 
for each of tire railroads1 2:

1 The 11 western railroads were the Atchison Topeka & 
Santa Fe (AT&SF)- Chicago & Northwestern (C&NW), Chicago 
Burlington & Quincy (CB&Q), Chicago Milwaukee St. Paul & 
Pacific (CMSP&P), Denver & Rio Grande Western (D&RGW), 
Great Northern (GN), Missouri Pacific (MoPac), Northern 
Pacific (NP), Southern Pacific (SP), Union Pacific (UP), and 
Western Pacific (WP).

2 A complete presentation of the published statistics from 
which these data were abstracted can be found in Appendix B.

S Data on expenses and consequently deficits are available 
only for the broad category of passenger and allied services: 
there are no comparable expense data for passenger revenues 
only.

1. Passenger volume
a. Passengers carried
b. Passenger miles generated
c. Load factor (the rate of utilization of avail­

able capacity)
d. Average trainload

2. Passenger business in the context of total rail 
operations
a. Passenger and allied service revenues as a 

percentage of total operating revenues
b. Passenger revenues as a percentage of passen­

ger and allied service revenues

3. Deficit on passenger and allied services3
a. Amount of the deficit
b. Operating ratio (operating expenses as a per­

centage of operating revenues)
c. Deficit as a percentage of freight net railway 

operating income.
The results are shown in Tables 13 through 23 

and illustrated graphically, where appropriate for 
clarity of presentation, in Figures 6 through 16.

ANALYSIS OF THE DATA
Similarities and differences in the 11 railroads were 
examined with respect to passenger volume, the 
significance of the passenger business part of total 
rail operations, and the deficits on passenger and 
allied services.

Passenger Volume
All the western railroads except one have seen 

a significant decline in the number of passengers 
carried on their intercity routes since 1950. The 
single exception is the D&RGW, which has regis­
tered a moderate gain. When commute passengers 
are included, the CB&Q has a gain in total passen­
gers carried and the C&NW and CMSP&P have 
relatively small losses.

The western railroads have generally experienced 
moderate to substantial declines in terms of pas- 
senger-miles since 1950. There are two exceptions, 
the NP and CB&Q, which registered moderate gains. 
In the case of the NP, there was an increase from 
275 million in 1950 to 332 million in 1965. In the 
case of the CB&Q, however, there was virtually no 
growth in passenger-miles if the commute share is 
excluded. The largest declines in intercity passenger- 
miles were registered by the C&NW (from 767 mil­
lion in 1950 to 108 million in 1965) and by the 
SP (from 2,064 million in 1950 to 653 million in 
1965). The smallest decline was registered by the 
AT&SF (from 1,881 million in 1950 to 1,653 mil­
lion in 1965). Figure 17, shown on page 32, indicates 
tire variance among the western railroads on an 
index basis during the period.

Of course, some railroads showing little decline 
or even a moderate gain may have been filling the 
breach in certain city pairs where other railroads 
had withdrawn from the passenger market. For ex­
ample, between Chicago and Minneapolis-St. Paul, 
of six major railroads running passenger trains in 
1951, there are now only two.

The load factor indicates the rate of utilization 
of available capacity. For the western railroads, load

19
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Table 13

OPERATING STATISTICS—ATCHISON, TOPEKA & SANTA FE

Category 1950 1955 1960 1965

Passenger volume
Passengers carried (thousands) 3,617 3,405 2,526 2,317
Passcnger-miles (thousands) 1,881,349 1,943,349 1,689,324 1,653,006
Load factor (percent) 23.7% 30.2% 36.5% 39.4%
Average trainload 80 91 109 116

Passenger business in context of total rail operations
Passenger and allied services as percentage of total 

operating revenues 175% 14.6% 13.9% 13.2%
Passenger revenues only as percentage of passenger and allied 

service revenues 48.9% 495% 46.8% 45.1%
Deficit on passenger and allied services 

Amount (thousands) $20,087 $40,858 $37,646 $31243
Operating ratio (operating expenses as percentage of 

operating revenues) 110.9% 136.3% 130.2% 127.8%
Passenger deficit as percentage of freight net railway 

operating income 19.8% 35.6% 46.3% 30.4%

Fig. 6—Operating statistics—Atchison, Topeka & Santa Fe 1950-1965
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Table 14

OPERATING STATISTICS—CHICAGO L NORTHWESTERN

Category 1950 1955 1960 1965

Passenger volume
Passengers carried (thousands) 22,558 24,485 21520 22236
Passenger-miles (thousands) 1,058,886 979,959 600,700 561,425
Load factor (percent) 26.8% 295% 26.3% 305%
Average trainload 89 107 no 159

Passenger business in context of total rail operations 
Passenger and allied services as percentage of total 

operating revenues 18.8% 17.8% 10.9% 85%
Passenger revenues only as percentage of passenger and allied 

service revenues 58.2% 58.9% 77.4% 93.7%
Deficit on passenger and allied services 

Amount (thousands) §20,762 §18,331 §10,332 $1518
Operating ratio (operating expenses as percentage of 

operating revenues) 146.0% 141.1% 134.7% 995%
Passenger deficit as percentage of freight net railway 

operating income 695% 705% 113.9% 10.7%

Source; Interstate Commerce Commission
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Fig. 7—Operating statistics-Chicago & Northwestern 1950-1965



22 RAIL PASSENGER TRAFFIC IN THE WEST

Table 15

OPERATING STATISTICS—CHICAGO, BURLINGTON L QUINCY

Category 1950 1955 1960 1965

Passenger volume
Passengers carried (thousands) 9,687 11,604 11-398 10,583
Passenger-miles (thousands) 748,699 861,327 874,279 815,715
Load Eactor (percent) 21.0% 23.0% 24.8% 24.1%
Average trainload 62 72 94 103

Passenger business in context of total rail operations 
Passenger and allied services as percentage of total 

operating revenues 15.8% 14.7% 16.6% 15.3%
Passenger revenues only as percentage of passenger and allied 

sendee revenues 45.6% 52.7% 51.3% 50.1%
Deficit on passenger and allied services 

Amount (thousands) §9,904 §21,695 §18,782 §18,523
Operating ratio (operating expenses as percentage of 

operating revenues) 111.0% 143.4% 128.4% 129-5%
Passenger deficit as percentage of freight net railway 

operating income 20.8% 45.0% 53.0% 47.6%

Fig. 8—Operating statistics-Chicago, Burlington & Quincy 1950-1965
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Table 16

OPERATING STATISTICS—CHICAGO, MILWAUKEE, ST. PAUL L PACIFIC

Category 1950 1955 1960 1965.
Passenger volume

Passengers carried (thousands) 7,326 7,180 6,796 6,470
Passenger-milcs (thousands) 788,058 670,030 626,790 450557
Load factor (percent) 24.6% 26.4% 235% 25.0%
Average trainload 70 81 101 101

Passenger business in context of total rail operations 
Passenger and allied services as percentage of total 

operating revenues 13.8% 11.9% 13-2% 11.1%
Passenger revenues only as percentage of passenger and allied 

service revenues 49.9% 47.3% 49.9% 453%
Deficit on passenger and allied services 

Amount (thousands) $21,539 $21,274 $17,493 $10,878
Operating ratio (operating expenses as percentage of 

operating revenues) 145.1% 155.8% 139.0% 1245%
Passenger deficit as percentage of freight net railway 

operating income 495% 57.4% 64.4% 415%

Source: Interstate Commerce Commission
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Table 17

OPERATING STATISTICS—DENVER & RIO GRANDE WESTERN

" " 1950 1955 I9601965Category

Passenger volume
Passengers carried (thousands)
Passcnger-milcs (thousands)
Load factor (percent)
Average trainload

Passenger business in context of total rail operations
Passenger and allied services as percentage of total 

operating revenues
Passenger revenues only as percentage of passenger and allied 

service revenues
Deficit on passenger and allied services

Amount (thousands)
Operating ratio (operating expenses as percentage of 

operating revenues)
Passenger deficit as percentage of freight net railway 

operating income

460 525 530 559
188,911 136,447 123,810 110330
31.0% 29.7 % 30.0% 29.8%

68 81 84 87

8.1% 6.1% 6-2% 5.1%

57.4% 62.5% 623% 67.0%

§4,485 §4,615 §4,936 §4,876

1663% 177.9% 181.8% 185.1%

31.1% 23.6% 31.0% 26.8%

5
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Source: Intmtale Commerce Comm inion
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Fig. 10—Operating statistics—Denver & Rio Grande Western 1950-1965
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Table 18

OPERATING STATISTICS-GREAT NORTHERN

Category 1950 1955 1960 1965
Passenger volume

Passengers carried (thousands) 1,546 1,475 1,113 1,102
Passcngcr-miles (thousands) 494,307 507,429 408,025 424,383
Load factor (percent) 20.6% 25.4% 29.9% 31.0%
Average trainload 55 71 83 97

Passenger business in context of total rail operations 
Passenger and allied services as percentage of total 

operating revenues 11.6% 8-5% 85% 85%
Passenger revenues only as percentage of passenger and allied 

service revenues 41.9% 48.0% 44.9% 46.4%
Deficit on passenger and allied services 

Amount (thousands) §15596 §22,012 §19,128 §16,802
Operating ratio (operating expenses as percentage of 

operating revenues) 143.6% 181.3% 1745% 161.4%
Passenger deficit as percentage of freight net railway 

operating income 35.8% 42.2% 50.9% 33.7%

Fig. 11—Operating statistics—Great Northern 1950-1965
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Table IS

OPERATING STATISTICS—MISSOURI PACIFIC

Category 1950 1955 1960 1965

Passenger volume
Passengers carried (thousands) 1,990 1,460 1,488 651
Passenger-miles (thousands) 455,459 378,858 452,175 235,970
Load factor (percent) 26.6% 19.9% 27.1% 31.1%
Average trainload 61 65 73 60

Passenger business in context of total rail operations 
Passenger and allied services as percentage of total 

operating revenues 12.3% 10.0% 9.6% 6.3%
Passenger revenues only as percentage of passenger and allied 

service revenues 39.7% 41.9% 40.4% 322%
Deficit on passenger and allied services 

Amount (thousands) §7,751 §12,720 §14,965 §10,534
Operating ratio (operating expenses as percentage of 

operating revenues) 116.3% 142.4% 137.1% 137.0%
Passenger deficit as percentage of freight net railway 

operating income 19.7% 31.6% 32.6% 21.3%

Fig. 12—Operating statistics—Missouri Pacific 1950-1965
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Table 20

OPERATING STATISTICS-NORTHERN PACIFIC

Category 1950 1955 I960 1965
Passenger volume

Passengers carried (thousands) 921 908 726 680
Passenger-milcs (thousands) 275,008 345,728 323,244 332,064
Load factor (percent) 18.2% 19.3% 22.8% 29.9%
Average trainload 51 61 71 82

Passenger business in context of total rail operations 
Passenger and allied services as percentage of total 

operating revenues 9-2% 8.6% 85% 7-6%
Passenger revenues only as percentage of passenger and allied 

service revenues 40.6% 475% 42.1% 47.8%
Deficit on passenger and allied services 

Amount (thousands) $10,424 $15,388 $16540 $16,949
Operating ratio (operating expenses as percentage of 

operating revenues) 150.1% 181.6% 193.0% 194.3%
Passenger deficit as percentage of freight net railway 

operating income 31-5% 445% 62.1% 48.3%

Fig. 18—Operating statistics—Northern Pacific 1950-1965
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Table 21

OPERATING STATISTICS-SOUTHERN PACIFIC

Category 1950 1955 I960 1965
Passenger volume

Passengers carried (thousands) 12,371 11,678 8,819 7,735
Passenger-miles (thousands) 2,220,822 1,684,473 1,197,358 797,358
Load factor (percent) 26.8% 27.7% 33.1% 28.2%
Average trainload 123 128 123 118

Passenger business in context of total rail operations 
Passenger and allied services as percentage of total 

operating revenues 14.0% 10.3% 8.6% 5.6%
Passenger revenues only as percentage of passenger and allied 

service revenues 56.2% 55.0% 51.9% 47.9%
Deficit on passenger and allied services 

Amount (thousands) $35,726 $50,235 $35,970 $16,071
Operating ratio (operating expenses as percentage of 

operating revenues) 131.0% 160.1% 147.9% 127.3%
Passenger deficit as percentage of freight net railway 

operating income 37.1% 46.7% 42.1% 19.0%

Note: Data for 1950, 1955, and 1960 include Texas and New Orleans Railroad, which was merged into Southern Pacific in 1961.

Source: Interstate Commerce Commission

Fig. 14—Operating statistics—Southern Pacific 1950-1965
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Table 22 

OPERATING STATISTICS-UNION PACIFIC

Category 1950 1955 I960 1965

Passenger volume
Passengers carried (thousands) 2,191 1,951 1,572 1,291
Passengcr-milcs (thousands) 1,426,402 1,437,009 1,232,604 1,012,699
Load factor (percent) 28.3% 37.6% 40.4% 38.3%
Average trainload 82 100 113 Ill

Passenger business in context of total rail operations 
Passenger and allied services as percentage of total 

operating revenues 14.3% 11.5% 11.6% 10.1%
Passenger revenues only as percentage of passenger and allied 

service revenues 49.7% 51.4% 48.0% 42.3%
Deficit on passenger and allied services 

Amount (thousands) 530,157 546,223 534,781 527,159
Operating ratio (operating expenses as percentage of 

operating revenues) 134.2% 166.6% 1475% 137.7%
Passenger deficit as percentage of freight net railway 

operating income 40.3% 51.2% 51.1% 28.9%

Fig. 15—Operating Statistics—Union Pacific 1950-1965
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Table 23

OPERATING STATISTICS-WESTERN PACIFIC

Category 1950 1955 1960 1965

Passenger volume
Passengers carried (thousands) 172 161 161 138
Passenger-miles (thousands) 129.827 118,173 115,168 111,368
Load factor (percent) 26.2% 25.2% 25.6% 29.0%
Average trainload 102 117 125 164

Passenger business in context of total rail operations 
Passenger and allied services as percentage of total 

operating revenues 6-7% 5.5% 5.7% 5.0%
Passenger revenues only as percentage of passenger and allied 

service revenues 785% 78.4% 78.8% 79.7%
Deficit on passenger and allied services 

Amount (thousands) §2,070 §3,011 §2,805 §2,773
Operating ratio (operating expenses as percentage of 

operating revenues) 151.0% 189.7% 178.5% 1765%
Passenger deficit as percentage of freight net railway 

operating income 18.1% 295% 34.0% 26.2%

Source: Interstate Comme rce Commission

Fig. 16—Operating statistics—Western Pacific 1950-1965
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factors ranged from roughly 20 to 30 percent in 
1950 and from about 25 to 40 percent in 1965.4 
Most of the roads had a fairly steady or gradually 
rising load factor during the period, probably re­
flecting discontinuations of the least frequented 
trains. Exceptions with relatively large increases 
were the AT&SF (with a rise from 23.7 to 39.4 per­
cent), the GN (from 20.6 to 31.0 percent), and the 
UP (from 28.3 to 38.3 percent). These load factors 
are low in comparison with domestic trunk airline 
load factors, which currently average about 55 per­
cent, and reflect the difficulty that railroads have in 
maintaining high passenger loadings for the entire 
length of intercity trips.

4 Since the average load factor for each railroad is not 
directly available from published data, it was computed in 
the following manner: (1) passcngcr-milcs were divided by 
passenger car-miles to obtain the average number of passengers 
per passenger car; (2) aggregate capacity of passenger cars was 
divided by the number of car units in service to obtain the 
average capacity of the cars; and (3) the average number of 
passengers per car was divided by the average capacity of the 
cars to obtain the average percentage occupancy, or load 
factor, for each railroad.

Most western railroads have been able to increase 
the average number of passengers per train since 
1950. For example, the average number of passen­
gers on a train at any one time during a trip ranged 
from 51 to 123 in 1950 and from 60 to 164 in 1965. 
Again, these increases can be traced to elimination 
of the least frequented trains.

Significance of Passenger Operations
The ratio of passenger and allied service revenues 

to total rail operating revenues ranged from 7 to 
19 percent in 1950 and from 5 to 15 percent in 
1965. This ratio has declined to some extent since 
1950 for all 11 railroads. For some, such as the 
C&NW and SP, the decline has been steep; for 
others, such as the CB&Q and NP, it has been 
minimal. Most of the other roads, however, showed 
a moderate decline.

Table 24 shows that for eight of the 11 railroads, 
passenger revenues made up roughly half of all pas­
senger and allied service revenues. Mail revenues 
on these roads represented the other major com­
ponent, usually making up about a third of total 
passenger and allied service revenues. Express, and 
dining and buffet revenues made up most of the 
remainder. Table 24 is shown on page 33.

For the other three railroads—the CfcNW, MoPac, 
and WP—Table 24 shows that the distribution of 
passenger and allied service revenues has been quite 
different. For the C&NW, passenger revenues now 
account for more than 90 percent of passenger and 
allied service revenues, having increased from about 
60 percent in 1950. The MoPac, however, has be­
come more dependent on mail revenues (about 50 
percent) than passenger revenues (about 30 percent), 

and express revenues have become significantly more 
important since 1950 than on other western rail­
roads. The WP has had quite a consistent distribu­
tion during the period, with passenger revenues 
making up about 80 percent, and dining and buffet 
service making up most of the remainder of the 
passenger and allied service revenues.

Of the 11 railroads, seven have little or no com­
muter (suburban) service, so their operating statis­
tics relate almost exclusively to intercity passenger 
service. Of the other four railroads, only one (the 
C&NW) has had a large portion of its passenger- 
miles since 1950 devoted to suburban service. The 
proportion is now upwards of 80 percent. The other 
three railroads with a significant amount of com­
muter service—the CB&Q, CMSP&P, and SP—have 
had anywhere from 7 to 25 percent of their pas- 
senger-miles devoted to commuter service during 
the period (Table 25).

Passenger Deficit
In 1965, the 11 western railroads had a combined 

"deficit” on their passenger operations of more than 
§157 million. This deficit is measured in accordance 
with the ICC’s Railroad Annual Report Form A, 
which estimates a railroad’s expenses for passenger 
operations on a fully distributed basis and includes 
such items as tax accruals and net rents.

This procedure for measuring passenger deficits 
has been the subject of dispute for many years. Some 
have argued, for instance, that a fully distributed 
cost assigns to passenger operations many cost items 
that would continue to be incurred, even if passen­
ger operations were discontinued. In other words, 
many of these costs would be unavoidable.

Others, through such analyses as the Aeronautical 
Research Foundation’s Avoidable Costs of Passenger 
Train Service, have argued that ICC Form A ac­
counts can actually understate the deficit, if costs 
associated with passenger service are measured on 
a long run basis. The crux of the argument appears 
to be that over the short run (a year or two) fewer 
costs associated with passenger operations would be 
avoidable in case of abandonment than over the 
long run (ten years or more). Also, the fact that 
any method of allocating joint expenses is to some 
extent arbitrary and not amenable to precise meas­
urement has tended to prolong the debate.

But this debate would only affect the size of the 
combined passenger deficit for the 11 railroads. It 
cannot cast any real doubt on the fact that a sizable 
passenger deficit exists, as can be seen from the size 
of die deficit of §157 million in comparison with 
total passenger and allied service revenues of §337 
million. The indirect, or allocated, expenses that 
are in dispute amount to no more than 20 or 25 
percent of total expenses. For the 11 railroads in 
1965, however, the deficit of §157 million amounts
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•Excluding commute traffic

Source: Interstate Commerce Commission

Fig. 17—Index of intercity passenger miles-eleven western railroads 1950-1965
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Table 24

PERCENTAGE DISTRIBUTION OF PASSENGER AND ALLIED SERVICE REVENUES

Revenues 1950 1955 1960 1965 Revenues 1950 1955 1960 1965

Atchison Topeka & Santa Fe Missouri Pacific
Passenger 48.9% 495% 46.8% 45.1% Passenger 39.7% 41.9% 40.4% 322%
Mail 34.1 27.7 33.8 36.1 Mail 44.7 365 40.7 47.0
Express 7.7 13.1 10.4 9.8 Express 82 13.7 11.9 155
Dining and bullet 6.6 7.3 62 6.1 Dining and buffet 4.1 4.6 3.9 2.3
Other 2.7 2.4 2.8 2.9 Other 3.3 3.3 3.1 32

Total 100.0% 100.0% 100.0% 100.0% Total 100.0% 100.0% 100.0% 100.0%

Chicago & Northwestern Northern Pacific
Passenger 58.2% 58.9% 77.4% 93.7% Passenger 405% 475% 42.1% 47.8%
Mail 23.6 15.9 11.3 1.4 Mail 35.9 28.0 35.7 33.0
Express 9.0 155 4.7 0.1 Express 9.4 10.6 8.6 7.8
Dining and buffet 5.2 5.4 3.9 2.2 Dining and buffet 5.3 7.8 7.9 7.9
Other 4.0 4.3 2.7 2.6 Other 8.9 6.1 5.7 35

Total 100.0% 100.0% 100.0% 100.0% Total 100.0% 100.0% 100.0% 100.0%

Chicago, Burlington & Quincy
Passenger 45.6% 52.7% 51.3% 50.1%
Mail 38.3 27.4 30.7 32.6
Express 75 9.3 85 8.4
Dining and buffet 4.9 6.2 5.7 5.0
Other 3.7 4.4 3.8 3.9

Total 100.0% 100.0% 100.0% 100.0%

Chicago, Milwaukee, St. Paul & Pacific
Passenger 49.8% 47.3% 49.9% 45.8%
Mail 30.1 28.4 30.9 37.0
Express 8.4 13.1 10.0 9.2
Dining and buffet 55 6.1 5.0 3.9
Other 62 5.1 4.2 4.1

Total 100.0% 100.0% 100.0% 100.0%

Denver & Rio Grande Western
Passenger 57.1% 625% 625% 67.0%
Mail 212 16.0 17.6 152
Express 8.7 5.0 62 4.8
Dining and buffet 7.8 10.6 8.9 7.9
Other 52 5.9 4.8 5.1

Total 100.0% 100.0% 100.0% 100.0%

Great Northern
Passenger 
Mail

41.7%
43.8

48.0%
34.2

44.9%
405

46.4%
392

Express 62 9.0 72 6.3
Dining and buffet 5.3 7.1 5.9 5.4
Other 3.0 1.7 15 2.7

Total 100.0% 100.0% 100.0% 100.0%

Southern Pacific
Passenger 562% 55.0% 51.9% 47.9%
Mail 24.3 22.4 302 37.1
Express 7.6 11.6 8.6 6.7
Dining and buffet 8.6 7.9 65 5.0
Other 35 3.1 3.0 35

Total 100.0% 100.0% 100.0% 100.0%

Union Pacific
Passenger 49.6% 51.4% 48.0% 42.3%
Mail 34.7 27.9 362 41.9
Express 6.4 10.1 7.1 7.1
Dining and buffet 6.7 7.8 6.4 52
Other 2.6 2.8 2.3 35

Total 100.0% 100.0% 100.0% 100.0%

Western Pacific
Passenger 782% 78.4% 78.7 % 79.7%
Mail 22 0.1 0.0 0.0
Express 4.4 65 45 3.4
Dining and buffet 10.6 14.0 15.4 15.4
Other 4.6 1.0 1.4 15

Total 100.0% 100.0% 100.0% 100.0%
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to more than 30 percent ok the total expenses 
charged to passenger operations and must there­
fore include a considerable amount of direct and 
avoidable expenses.

COMMUTER SERVICE AS A PERCENTAGE OF TOTAL 
MILES FOR WESTERN RAILROADS WITH 

COMMUTER OPERATIONS

Table 25

Railroad 1950 1955 1960 1965
Chicago & Northwestern 27.6% 33.6% 68.3% 80.7%
Chicago, Burlington L Quincy 13.0% 13.7% 15-2% 183%
Chicago, Milwaukee, St. Paul

& Pacific 11.6% 14.8% 17.7% 252%
Southern Pacific 7-1% 10.9% 12.3% 18.1%

As shown in Table 26, the calculated passenger 
deficit grew sharply between 1950 and 1955, and 
has declined somewhat since. Most of the decline, 
however, was due to the deficit reductions by the 
C&NW, CMSP&P, SP, and UP. The other railroads 
still have deficits amounting to at least 75 percent 
of their 1955 highs.

The passenger deficit can also be viewed in the 
context of total rail operations by examining the 
deficit in relation to earnings on freight traffic.5 The 
passenger deficit as a percentage of freight net rail­
way operating income has shown a mixed pattern 
for the 11 railroads since 1950. A comparison of per­
centage figures for 1950 and 1965 shows that four 
roads experienced a sharp increase, three a substan­
tial decrease, and the other four relatively little 
change. The most noteworthy decrease was regis­
tered by the C&NW—from 69.5 percent in 1950 to 
10.7 percent in 1965. This decrease was primarily 
in connection with the de emphasis of intercity pas­
senger operations and concentrations on commuter 
service (see Table 25). Among the large increases 
between 1950 and 1965 were those of the CB&Q 
(from 20.8 to 47.6 percent), the NP (from 31.5 to 
48.3 percent), and the AT&SF (from 19.8 to 30.4 
percent). Current percentages range from 10.7 per­
cent for the C&NW to 48.3 percent for the NP.

k> Earnings on freight traffic are taken from the ICC’s Rail­
road Annual Report Form A and are also calculated on a 
fully distributed basis, including tax accruals and net rents.

OThis evaluation applies to the C&NW's intercity passenger 
operations, not to the commuter service that has now assumed 
the dominant role in its overall passenger operations.

RAILROAD REACTIONS TO DECLINING 
PASSENGER TRAFFIC

Passenger traffic policies pursued by the individual 
western railroads indicate significant variations in 
response to the general decline in rail passenger 
travel. Data presented here tend to reflect some 
of the differences in approach, which vary from an 
active maintenance of rail passenger volume to an 
attempt at the reduction of costs and deficits to a 
minimum consistent with the public convenience 
and necessity.

The policy of "maintenance of passenger volume" 

is characterized by a minimal decline in the ratio 
of passenger revenues to total operating revenues 
and by a significant rise in the passenger deficit as 
a percentage of net earnings on freight operations. 
In terms of volume, there is usually no more than 
a small decline in the number of passenger-miles 
generated since 1950. Data indicate that these char­
acteristics best fit tire experience of tire NP and 
CB&Q, and to a slightly lesser extent, tire AT&SF 
and GN.

In contrast, tire railroads that concentrated more 
on "reduction of passenger deficit” usually experi­
enced a rather sharp decline in the ratio of passenger 
revenues to total operating revenues, a substantial 
decrease in the passenger deficit as a percentage of 
net freight earnings, and a steep decline in the num­
ber of passenger-miles generated since 1950. Belong­
ing to this category—on the basis of the data—are 
the C&NW® and SP, and to a slightly lesser degree, 
the MoPac and CMSP&P.

It appears from the data that the other western 
railroads have pursued policies somewhat more to 
the middleground between these two. Since 1950, 
the D&RGW, UP, and WP have, for the most part, 
experienced moderate declines in the ratio of pas­
senger revenues to total operating revenues and in 
the number of passenger-miles generated, and had 
relatively small changes in the passenger deficit as 
a percentage of net earnings on freight operations.

The apparent policies of the western railroads are 
reflected to some extent in trends in their passenger 
advertising expenditures since 1950. Railroads with 
a policy of active pursuit of rail passenger volume 
maintained or even increased advertising expendi­
tures for passenger traffic. The best examples are 
again the CB&Q and NP, tire CB&Q having more 
than tripled tire annual amount of passenger adver­
tising since 1950 and the NP having more than 
doubled it

Railroads emphasizing cost and deficit reduction 
on passenger operations, on the other hand, substan­
tially decreased their passenger advertising expendi­
tures. Roads in this category include the MoPac and 
SP, both of which have reduced the annual amount 
of passenger advertising by more titan 90 percent 
since 1950.

Table 27 groups the railroads by the type of 
policy pursued according to tire various statistical 
indicators. These groupings, of course, are not pre­
cise. They are intended only as a general indication 
of passenger traffic policies adopted by the 11 rail­
roads since 1950.
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Table 26

PASSENGER DEFICIT AND PASSENGER OPERATING REVENUES 
FOR 11 WESTERN RAILROADS 

1950, 1955, 1960, and 1965 
(In thousands of dollars)

1950 1955 I960 1965

Passenger 
Deficit

Passenger 
Operating 
Revenues

Passenger 
Deficit

Passenger
Operating 
Revenues

Passenger 
Deficit

Passenger 
Operating 
Revenues

Passenger 
Deficit

Passenger 
Operating 
Revenues

Atchison, Topeka & Santa Fc $ 20,087 $ 91,655 $ 40,858 $ 84,328 $ 37,6-16 $ 85,544 $ 31,243 $ 86,352
Chicago & Northwestern 20,762 35,572 18,331 35,424 10,332 22,554 1,618 19,316
Chicago, Burlington & Quincy 9,904 38,741 21,695 36313 18,782 41,796 18323 41,497
Chicago, Milwaukee, St. Paul,

& Pacific 21,539 35,134 21,274 29,242 17,493 30,432 10,878 26,827
Denver L- Rio Grande Western 4,485 5,329 4,615 4,747 4,936 4,765 4,876 4,408
Great Northern 15,296 26,415 22,012 22,805 19,128 20,818 16,802 21,663
Missouri Pacific 7,751 27,208 12,720 22,448 14,965 28,438 10334 19,770
Northern Pacific 10,424 15327 15,388 15,689 16340 14,813 16,949 15,083
Southern Pacific 35,726 83,673 50,235 68348 35,970 57,038 16,071 43,835
Union Pacific 30,157 66,741 46,223 58,729 34,781 57,310 27,159 55,644
Western Pacific 2,070 3,312 3,011 2,973 2,805 2,961 2,773 2,986

Totals $178,201 $129,107 $256,362 $381,446 $213,378 $366,469 $157,426 $337,381

ANALYSIS OF POLICY ALTERNATIVES
These policy alternatives were examined in some 
detail through a series of interviews with western 
railroad officials. An attempt was made to measure 
the validity and economic soundness of the alterna­
tives, both in the light of conditions as viewed by 
the railroads themselves and by outside observers. 
This difference in viewpoint is important, since 
informed people in the field can differ significantly 
—for instance, in their assessment of the future 
economic potential of intercity rail passenger trans­
portation, assuming significant technological im­
provements. A fair assessment of policies must 
therefore differentiate between (1) a policy that 
appears inconsistent or illogical only because an 
outsider’s judgment of prospects of the service are 
different from those of members of the railroad 
and (2) a policy that appears unsound even on the 
basis of the views and assumptions held by those 
that formulated it.

Maintenance of Passenger Volume Policy
The policy of maintaining passenger volume, the 

most costly policy to the railroads, appears sound 
only if some, perhaps all, of the following assump­
tions are correct:

1. There will be an upswing in rail passenger 
travel in the near or medium term future (10 
to 20 years). This revival in rail passenger serv­
ice might be based on new technology similar 
to that being studied for the Northeast Corridor 
between Boston and Washington.

2. Rail passenger service is not profitable only 

because of its low volume. With a volume of 
passengers per train high enough, passenger 
service would be profitable even at today's fares 
and costs.

3. High passenger deficits are justified, because of 
the external benefits rail passenger services gen­
erate. The benefit most usually cited refers to 
the "promotional" effect rail passenger service 
has on freight shipments.

4. The common carrier obligation of the rail­
roads requires this policy of volume mainte­
nance.

Assumption 1, that the trend in volume will even­
tually turn upward, is perhaps the most important. 
In any business, a slow decline in volume with high 
losses is always a poorer alternative than a rapid 
decline in volume with a sharp reduction in deficit. 
The only justification for choosing the first alterna­
tive is the definite expectation of an upturn in 
demand so imminent that maintenance of business 
volume is necessary to ensure a satisfactory share 
of the future market.

No railroad official contacted, including many that 
believe strongly in the alternative of maintaining 
passenger volume, expressed confidence that the 
downward trend in total rail passenger travel will 
reverse itself, even with development of new high 
speed train service. In fact, practically all officials 
felt that the decline in overall rail passenger travel 
was irreversible. The most optimistic felt that the 
decline might level off and that, for their own rail­
roads, there might be a prospect of stabilizing 
current traffic levels.
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While the experiment in high speed ground trans­
portation in the Northeast Corridor is arousing con­
siderable interest, none of the officials felt that such 
service could really reverse the basic national trend. 
There was also some scepticism about the opera­
tional problems involved in such service—the fact 
that the service would have to be segregated on a 
separate, carefully laid track—as well as concern 
about the capital costs involved. Capital costs were 
felt to represent investments of greater risk and 
less return than could be justified by a single rail­
road operating as a private enterprise.

GROUPING OF WESTERN RAILROADS BASED ON 
INTERCITY PASSENGER TRAFFIC POLICY

Table 27

Active Pursuit of 
Rail Passenger 

Traffic

Moderate Pursuit of 
Rail Passenger 

Traffic with Some 
Emphasis on Cost 

Reduction
Concentration on 
Cost Reduction

Atchison Topeka Denver & Rio Chicago & North-
& Santa Fe Grande Western western

Chicago Burling- Union Pacific Chicago Milwaukee
ton & Quincy

Western Pacific*
St. Paul & Pacific

Great Northern Missouri Pacific

Northern Pacific Southern Pacific

7 For short distance intercity passenger travel of 100 miles or 
less, the competitive cost situation may be different; however 
there are very few significant routes of such distances in the 
West.

8 See Increased Freight Rates 1948, 276 ICC pages 9, 32-40 
(1919) and Railroad Passenger Train Deficit, 306 ICC pages 
417,478 (1959).

• This classification is based on analysis conducted before the 
Western Pacific’s application to discontinue its one and only pas­
senger train, the California Zephyr, between Oakland and Salt Lake 
City.

No real support could be found, then, for As­
sumption 1, either on the basis of beliefs held by 
railroad officials or knowledgeable outsiders.

Assumption 2, that rail passenger service can still 
be profitable as long as a high volume of traffic is 
maintained, is considered valid by many railroad 
men. They base this belief on the undeniable facts 
that unit costs per passenger on a train carrying 
300 passengers tend to be lower than on a train 
carrying 100 passengers and that rail transportation, 
for freight and passengers, has always been consid­
ered an extremely efficient carrier for high volume 
movements.

On the evidence shown in Section III, however, 
this belief in the capability of rail passenger serv­
ice to compete with air and bus transportation 
on a cost basis is simply false. The analysis of 
comparative costs in the Los Angeles-San Francisco 
corridor—which has the greatest traffic volume for 
common carrier transportation in the United States 
—shows clearly that the bus and jet airplane have 

considerably lower unit costs than the train. This 
is especially true for the airplane on flights of 
300 miles or more.7 Also, the fact cannot be ignored 
that jet airplanes can offer, at a lower unit cost, a 
far higher quality of service in terms of travel time.

Furthermore, this belief that rail passenger serv­
ice is potentially profitable with large numbers of 
train riders is not supported by tire experience 
of railroads that have succeeded in maintaining 
passenger volume. These railroads tend to show 
tire largest passenger deficits in proportion to their 
total operations.

Assumption 3, that maintenance of rail passen­
ger volume is justified by benefits accruing to the 
freight business, is often cited by officials of com­
panies that have tried to maintain passenger vol­
ume. It is difficult for an outsider to judge the 
validity of such an assumption. By its very nature 
it is almost impossible to prove or disprove. Yet it 
is curious that businessmen, who as travelers have 
deserted the railroads as much or more than any 
other group, should be a factor in persuading the 
railroads to keep passenger trains running. In fact, 
there is evidence that a substantial number of busi­
nessmen, many of them also rail freight shippers, 
feel exactly the opposite: that excessive losses on 
passenger service might induce railroads to raise 
freight rates, or at least keep them from lowering 
rates. These sentiments have been brought out in 
testimony by businessmen at various regulatory 
hearings.8

On this basis, an outsider must conclude that the 
argument of external benefits attributable to rail 
passenger service is, partly at least, a rationalization 
and that some railroad officials have adopted it in 
support of decisions already made.

Assumption 4, that the common carrier obliga­
tion of railroads requires the maintenance of pas­
senger volume, is held by only a few railroad 
officials. Most of them recognize that only the 
maintenance of trains with some measure of public 
support is required by the common carrier obliga­
tion. However, because of the reluctance of some 
railroads to file for discontinuance of trains (a mat­
ter discussed in detail below), railroad officials often 
justify the continuation of trains on the basis of a 
common carrier obligation.

On the basis of these four assumptions, there is 
little internal or external support for the economic 
soundness of a policy that calls for the maintenance 
of rail passenger volume.
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Deficit Reduction Policy

The policy of trying to reduce rail passenger 
losses, primarily by curtailment of service as much 
as possible, can be examined from two points: the 
validity of the policy itself and the effectiveness of 
the way the policy is carried out.

Regarding the first point, there seems little doubt 
that a policy of reducing the passenger deficit as 
much as possible is economically sound. The cur­
rent and prospective demand for rail passenger serv­
ice (low and trending lower) and the current and 
prospective competitive cost position of the rail­
roads (bad and pointing to worse) both support 
this policy.

The real controversy concerns the second point, 
the method of reducing the deficit. There appear to 
be only two feasible ways: by increasing fares or 
curtailing service. A third choice, cutting costs and 
improving efficiency, does not exist in a real sense. 
Labor inputs, which make up a large part of total 
costs, are rigidly controlled by pay scales and work 
rules. Equipment costs are already relatively low, 
since they are based on existing equipment and ex­
tremely long depreciation periods. And there is very 
little opportunity for significant savings from lower 
fuel costs.

The alternative of drastically higher fares as a 
means of reducing deficits is not generally favored 
by railroads, including those that actively pursue 
a policy of deficit reduction. The basic reason is 
the belief among railroad officials that railroads 
must be price competitive with bus and air travel.0 
It is probably true that on routes where railroads 
are still significant volume carriers of passengers, 
such as the Pennsylvania Railroad route between 
New York and Washington, sharp fare increases 
would undoubtedly lead to sharp traffic decreases, 
and so might be self defeating. However, on routes 
where rail passenger traffic is already small in com­
parison to bus or air travel, substantial fare increases 
might result in less reduction in traffic than railroad 
officials usually assume. Never tireless, a policy of 
seeking drastic fare increases is generally not favored 
by railroads, partly because of the belief that rail 
fares must be price competitive and partly because 
of the probable difficulties in securing regulatory 
permission.

The primary and favored means for reducing the 
passenger deficit has been to seek approval of regu­
latory agencies to discontinue particular trains. 
Under the 1958 amendment to the Interstate Com­
merce Act, the ICC has authority to permit the 
discontinuance of individual passenger trains, pro­
vided their continued operation is found to consti­
tute a financial burden on interstate commerce.* * * * 10 
A large number of passenger trains have been dis­
continued since 1958, including trains in the west­

o Price competitive here means that the railroads should 
maintain the traditional spread between their fares and fares 
charged by airlines and bus companies.

10 State public utility commissions usually have similar 
authority for intrastate trains, but their criteria tend to be 
more rigid.

ern states. But the rate of discontinuances has only 
about kept pace with the decline in passenger traffic, 
and there are some indications that in very recent 
years, the ICC has become increasingly reluctant 
to approve further discontinuances.

In intercity passenger train discontinuance cases 
before the ICC, the number of requests denied or 
dismissed expressed as a percentage of requests 
granted has increased from 28 percent in fiscal year 
1964 to 32 percent in fiscal 1965 and 37 percent in 
fiscal 1966. Expressed another way, between fiscal 
years 1964 and 1966, while the number of requests 
granted increased only a fourth, the number de­
nied or dismissed almost doubled.

It would be difficult to name all the factors that 
have accounted for this slowdown in passenger train 
discontinuances. But one important factor has un­
doubtedly been the emergence of very vocal popular 
protests against discontinuances. The hearing pro­
cedure followed by the ICC in such cases tends to 
highlight the segment of the public opposing dis­
continuance, and since opponents are more likely 
than proponents to appear at hearings, it is un­
doubtedly true that the ICC gives considerable 
weight to popular protests.

One result of these protests has been to taint 
the public image of some railroads, in the sense 
that they have become the focal point of popu­
lar opposition to passenger train discontinuances. 
With an automatic predisposition against a rail­
road, the merit of its case is not fully considered 
amid the noise of emotional protest

In view of this situation, it is hard to avoid the 
conclusion that a tough-minded and, in economic 
terms, realistic policy of deficit reduction by all 
available means is to some extent self defeating. The 
available evidence clearly indicates that a railroad's 
chances of success in obtaining approval of an appli­
cation to discontinue a passenger train is inversely 
related to the railroad’s dedication to a policy of 
deficit reduction. In other words, the harder a 
railroad drives to eliminate unprofitable operations, 
the greater will be the public opposition to its 
actions and the slimmer its chances of success.

While a policy of deficit reduction appears emi­
nently sound from an economic point of view, it is 
doubtful whether any western railroad has been 
able to develop an effective method of implement­
ing it.

Middle-Road Policy
A number of western railroads characterized in 

Table 27 as following a middle-of-the-road policy 
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in rail passenger service generally seek some reduc­
tion in deficit while still trying to maintain a fairly 
substantial level of rail passenger service. The 
authors believe that in most cases this middle-of- 
the-road policy really reflects a situation in which a 
definite policy regarding rail passenger service has 
yet to be formulated. Such a situation is not at all 
surprising, considering the strong sentimental at­
tachment many railroad leaders evidently have for 
passenger trains and the practical difficulties in car­
rying out an effective policy of cost reduction.

In some cases, railroad officials admitted that the 
timing of applications for train discontinuances was 
determined less by considerations of profit and loss 
than by considerations of whether the application 
might be approved. This attitude is understandable 
in view of the time and cost involved in filing such 
applications. Yet a situation of this kind—where one 
policy (increasing passenger volume) cannot be car­
ried out and another (eliminating an unprofitable 
operation) cannot be adopted—contributes to an 
atmosphere of indecision.

A middle-of-the-road policy with respect to rail 
passenger service probably indicates a situation 
where a consistent, feasible course of action has 
not yet been found.

ROLE OF THE POST OFFICE 
DEPARTMENT

Mail revenues constitute at least a third of the total 
passenger and allied service revenues for most west­
ern railroads. While there has been little change in 
mail revenues in recent years, important changes 
are being made in the role of rail delivered mail. 
And these changes could have significant implica­
tions for the future.

The Post Office Department was almost entirely 
dependent on railroads until after World War II, 
the system of mail transportation having been cen­
tered around the rail mail car. Since the war, how­
ever, the picture has changed radically: a rapidly 
growing volume of mail was accompanied by a steep 
decline in available rail service. The volume of 
domestic mail more than doubled between 1940 and 
1960, but the number of mail carrying trains de­
clined from an estimated 10,000 in 1930 to 923 as 
of July I, 1966, a decrease of more than 90 percent.

Out of this change came the need for a new 
distribution system. This new system is based on 
sectional centers located at key regional traffic 
points to serve as concentration and dispersal points 
for mail of the surrounding area. Introduction of 
this system has tended to restrict the railroad's role 
to picking up and delivering bulk mail at key points, 
local distribution being made by motor transport. 
In other words, the sectional center system, created 

largely in response to the decline in rail service, has 
itself tended further to limit the participation of 
railroads in carrying the mails.

Until recently, tire Post Office Department ap­
pears to have taken a passive role in reducing the 
volume of mail sent by rail. During most of the 
postwar period, mail was reassigned from the rail­
roads to other transportation modes principally 
because trains were discontinued on railroad man­
agement initiative. In tire last several years, how­
ever, the department has become more exacting in 
its criteria for assignment of mail to the different 
common carriers, with the railroads being regarded 
as just another part of an integrated distribution 
system, instead of as tire indispensable mainstay. 
For example, the proportion of the net reduction 
in mail carrying trains resulting from the initiative 
of the Post Office Department rose from less than 
25 percent for the combined fiscal years 1963-1964 
to almost 70 percent for fiscal years 1965-1966.

Thus, competition between the common carriers 
has become increasingly important as regards cost 
and quality of service.

On the other hand, it appears that the annual 
number of discontinuances of mail carrying passen­
ger trains may tend to decrease in the future. The 
Assistant Postmaster General for the Bureau of 
Transportation and International Services testified 
before the House Committee on Appropriations in 
1964 that “most of the uneconomical runs that trains 
had been making for the past 10 years have now 
been eliminated” and that “discontinuances now are 
getting down where they become more difficult to 
get by the public.” Of course, it is entirely possible 
that a sort of "hard core” of mail carrying passenger 
trains is being approached, though there is little 
evidence from data on the postwar trend of rail 
passenger traffic to suggest the existence of such a 
hard core.

Apparently, there is an important place for rail­
roads in the mail system, especially for distributing 
bulk loadings between sectional centers, but it is 
not at all clear whether passenger trains are well 
suited for this service. The schedule requirements 
for such movements, often involving late evening 
departures and predawn arrivals, are suitable for 
mail carrying but inconvenient for passenger move­
ments. In fact, some railroadmen believe that bulk 
mail movements can be carried best on fast piggy­
back "merchandise" trains with schedules generally 
better than those of passenger trains and unit costs 
considerably less.

It is difficult to be optimistic about the amount 
of assistance that the Post Office Department will 
provide in extending the service life of passenger 
trains in the West, or any other region of the 
country.
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APPENDIX A

SOURCES AND DEFINITIONS FOR DATA ON

COMMON CARRIER PASSENGERS

AIRLINE PASSENGERS Direct passengers Los Angeles-Chicago

Direct passengers have origins and destinations be­
tween the cities listed. Source: Civil Aeronautics 
Board, Domestic Origin-Destination Survey of Air­
line Passenger Traffic
Connecting passengers have origins and/or destina­
tions beyond the cities listed. Source: Civil Aero­
nautics Board, Competition Among Domestic Air 
Carriers

Los Angeles

Phoenix
Tucson
El Paso
Kansas City
St Louis
Chicago

Direct passengers between San Francisco-Chicago

San Francisco

Sacramento

Reno

Sacramento 
Reno
Salt Lake City 
Omaha
Denver 
Chicago

Reno
Salt Lake City 
Omaha
Denver 
Chicago

Salt Lake Ciiy 
Omaha 
Denver 
Chicago

Connecting passengers between 
San Francisco-Chicago

Phoenix

Tucson
El Paso
Kansas City
St. Louis
Chicago

Tucson

El Paso

El Paso
Kansas City
St. Louis
Chicago

Kansas City
St. Louis
Chicago

Connecting passengers between 
Los Angeles-Chicago
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Direct passengers Los Angeles-New Orleans

Los Angeles

Phoenix

Tucson

El Paso

San Antonio

| New OrleansHouston

San Antonio
Houston
New Orleans

Houston
New Orleans

Tucson
El Paso
San Antonio
Houston
New Orleans

Phoenix
Tucson
El Paso
San Antonio
Houston
New Orleans

El Paso
San Antonio
Houston
New Orleans

Connecting passengers between
Los Angeles-New Orleans

Direct passengers San Francisco-Los Angeles*

* Includes data on Pacific Southwest Airlines, an intrastate 
carrier, from California Public Utilities Commission

San Francisco-Oakland-Los Angeles- Burbank
San Francisco-Long Beach
San Francisco-Ontario
San Jose-Los Angeles

Connecting passengers between
San Francisco-Los Angeles

BUS PASSEN GERS J
Passenger loadings indicate the number of passen­
gers traveling some or all of distance between the 
cities listed. Source: Western Greyhound Lines

Passenger loadings, San Francisco-Chicago

San Francisco

Rock Springs-Chicago 
Winnemucca
Reno
Sacramento

Passenger loadings, Los Angeles-Chicago

Los Angeles

Albuquerque-St. Louis
Tucson-Phoenix
Salt Lake City-Rock Springs-

ChicagoJ

Passenger loadings, Los Angeles-New Orleans

Los Angeles

El Paso-New Orleans
El Paso-New Orleans-Miami
El Paso-Memphis
El Paso-Memphis-Atlanta

Passenger loadings, San Francisco-Los Angeles 
(expresses only)

San Francisco-Fresno-Bakersfield-Los Angeles
San Francisco-San Luis Obispo-Santa Barbara-

Los Angeles

RAIL PASSENGERS

Passenger loadings indicate the number of passen­
gers traveling some or all the distance between the 
cities listed. Source: individual railroads, unless 
otherwise noted

Passenger loadings, Southern Pacific
San Francisco-Chicago
Los Angeles-Chicago
Los Angeles-New Orleans
San Francisco-Los Angeles

Data compilation:
Passenger loadings from random seven-day sam­
ple of all tickets every month for each train; 
samples expanded to monthly totals and aggre­
gated to obtain annual totals

fData from Continental Trailways not available
fData available only for 1958-1965; estimate for 1953-57 

made on basis of Los Angeles-Albuquerque-St. Louis data 
with which there was approximate equality for 1958-1965
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Passenger loadings, Western Pacific

San Francisco-Salt Lake City
Data compilation:

Since Western Pacific operates only one train, 
passenger loadings obtained from published 
ICC statistics

Passenger loadings, Union Pacific
Los Angeles-Chicago

Data compilation:
Passenger loadings available only for 1959- 
1965, but total Union Pacific passenger load­
ings were available from published ICC statis­
tics for 1953-1965; estimates for 1953-1958 
based on assumption that Los Angeles-Chicago 
share of total Union Pacific passenger loadings 
was same for 1953-1958 as for 1959-1965

Passenger loadings, Atchison, Topeka & Santa Fe*

• No data on train "consists” were available along the Santa 
Fe’s portion of the Los Angeles-New Orleans route, so it was 
not possible to estimate Santa Fe loadings on this route.

San Francisco-Chicago
Los Angeles-Chicago
San Francisco-Los Angeles

Data compilation:
Passenger loadings for San Francisco-Chicago 
and Los Angeles-Chicago were not directly 
available and were estimated in following man­
ner:

1. The number of cars used on each of the 
two routes was determined for every other 
year during period 1953-1965 from informa­

tion in Railway Guide and probable turn­
around requirements for maintaining a daily 
schedule in both directions on each route.

2. The number of cars in service and total 
Santa Fe passenger loadings were obtained 
from published ICC statistics.

3. The estimated passenger loadings were allo­
cated to each route from total Santa Fe pas­
senger loadings in the same proportion as 
cars employed on each route relative to the 
total number of cars in service.

Assumptions:
(1) total cars in service were all in use,
(2) load factors were same on all routes,
(3) average capacity of cars was same on all 

routes.
Note:

It is probable that estimates are conservative 
because:
(1) higher load factors and the use of larger 

cars are more likely on mainline than on
local routes and

(2) total cars in service obtained from published 
ICC statistics may include cars that were 
not in use at the time.

Missouri Pacific
The Missouri Pacific maintains passenger service 
between Houston and New Orleans, but no data 
on passenger loadings were available.





APPENDIX B

DETAILED COMPILATION OF SOURCE DATA

B-l Total Passenger and Allied Service Deficit (1950-1965)
B-2 Selected Operating Statistics and Ratios (1950-1965)
B 3 Passengers Carried, Passenger Miles, Train-Miles, Car-Miles, arid Average 

Trainloads (1950-1965)
B-4 Commutation Traffic as Percentage of Total Passenger Traffic (1950-1965)
B-5 Main Revenue Categories of Passenger and Allied Services (1950, 1955, 1960, 

and 1965)
B-6 Freight and Passenger Advertising Expenditures (1950-1965)
B-7 Average Load Factors (1950-1965)
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APPENDIX B — SOURCE DATA COMPILATION
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