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> SURVEY of railroad passenger transporta-

tion made nearly two years ago for Rail-
way Progress Institute, a trade organization of
the rail equipment industry, continues to haunt
railroad managements that are irying to get
completely out of the passenger businesss in-
stead of boosting and improving service to the
public.

In last week’s issue, Newsweek magazine
ciles anew the report by Richard A. Rice, Jr.,
of Transportation Facts, a consulting firm. It
was tagged “Confidential-—Not for Publication”

g—24— 60

when it was completed, as LABOR has previ.
ously reported.

Rich found that “there’s money to be made
in carrying passengers and it can be done by
cutting fares and cleaning off the cobwebs,”
the Newsweek article points eut.

Going on to quote the report, the article
stresses: “ ‘One can only reach the conclusion
that there is a tremendous demand for rail
passenger services, a demand that exceeds even

“the negative forces of aging equipment, boom-

ing competition, and pricing policies’.”

ﬁ ‘Suppressed’ Report on Railroads Gets Into News Again |

Further, “railroad operating costs are basical- .

ly cheaper than those of any other form of
transportation.”

“Why was the report suppressed, and by
whom?” the article continues. “It was held up
at the behest of some railroads because, as one
insider put it: ‘Nobody rocks the boat in this
industry . . . When the railroad people saw
the report, they screamed. Since .they're all
members of a tight fraternity — equipment
makers and the roads alike—the report has
been tucked away’.”
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R.J. HagkroD,BS 1wA.E.
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CO 5611 West Lake Street
Y Chicago Uk, Illinois

April 5, 1963

Honorable Harold Collier
House of Representatives
Washington, D.C.

Dear Mr. Collier:

I am the party referred to by one of your constituents as being under pressure from
the Administration to cease interest in and private personal patriotic investigation
of the North Shore situation and its relationship to potential windfall profits to
the C&NW Railway out of the Federal Treasury.

I am not asking for your help at this time, but I am suggesting that for your own in-
formation and satisfaction that you make a few discreet telephone calls in Washington
and in Chicago as to the progress, if any, of the Internal Revenue investigation of
this matter. Information I have received from private sources indicates the report
will be delayed until after pending transportation legislation has been enacted and
that it will not be complete. .

~ There are four -separate and distinct facets of the North Shore Case:

1. The tax shelter angle as per the report of the Honorasble Jack Bairstow to the
Illinois General Assembly in 1961.

2. The "conflict of interest" and/or possible perjury angle per privately financed
investigation by certain Lake County people.

3. The windfall profit angle of the situation for Mr. Ben Heineman and the C&NW
Railway due to their excess trackage between Chicago and Milwaukee and between Chi-
cago and Des Plaines per 1959 Illinois Legislation for a possible sale and lease-back
deal at book value plus paying off the equipment trust on some rather poorly engin-
eered new rolling stock.

k. The very close relationship between the steam railroad industry and Genmeral
Motors, particularly as it spplies to the North Western's suburban and interurban
passenger, mall and express business. To General Motors' people and their "secret”
agents in the railroad business the North Shore is a horrible example of a railroad
that got by for years with a 75% passenger ratio and no long heul freight business.
A1l the "respectable" textbooks on the subject insist it just couldn't be done.

You can see from the above that the pending transit legislation can and probably will
become a cover-up for a great deal of rotten engineering, to say the least. The
.srtuation :Ls Just as bad in regard to urban transit.

I have made a rather casual engineering investigation of the North Shore right-of-wey.
The line from Chicago to Lake Bluff was built new with 100 1lb. rail and crushed rock
ballast about 1926. The line from Lake Bluff to Milwaukee was rebuilt to the same
standards at that time. A 100 M.P.H. catenary was installed from Chicago to Waukegan
before Mr. Insull ran out of money. It is rather obvious that Mr. Insull intended to
operate at speeds up to 110 M.P.H. ) : :

From the foregoing I think you can see why I am being crucified for the benefit of
-Mr. Heineman with his 70 M.P.H. General Motors freight locomotives. With the North
Shore. Rallway end a rather nominal amount of cash money, I can make him, General
Motors, and the whole railroad industry look pretty stupid, to say the least.

If Congress passes some modification of the Administration's transit bill without
looking rather carefully into all the ramifications of the North Shore situation
there may be some repercussions, particulerly since there are extant very detailed
allegations indicating the possibility of perjury and fraud.

Very truly yours,
Reymond J. Harrod
B.S. in M.E.

Enclosure:
1959 Proposal
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