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Context 

·ICG  1973 through 1978:  Pre-Staggers 

·SP  1978 through 1988:  Post Staggers 

·Two Strategic Examples: Paper Industry 

·Financial Performance 
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Context 1974 

·Rail Industry in Serious Trouble 

·Decades of Massive Disinvestment 

·Partly Due to Punitive Regulation 

 

3 



ICG 1973-1979 

·ROIC 8% to -6%. 

·Net Income: $45M to -$40M 

·Fast Physical and Financial Decline. 
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ICG 1974 

·Paul Reistrupôs Young Turks 

·3000 Car Paper Fleet + 1500 B/O 

·Hostile Customers 

·Severe Financial Deterioration 
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What to do??? 

·Paper Task Force 

·Focus on Customers 

·The Plan 

·Water the Elephants (Literally and 

Figuratively) 
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Our Tools 

·Attitude/Organization 

·Improve Car Supply Reliability 

·Service Improvements 
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The Plan 

·Learn to Work Together 

·Focus on Car Supply Reliability 

·Stealth Repair Program 

·600 New Cars 

·Allocate Paper Cars Based on 

Maximizing ROI 
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ñHarmon, weôre going to jail.ò 

Ed Kincaid ICG Car Control 

·ICC/Discrimination 

·Political Pressure 
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Measure and Manage 

Category Mill Cars  
 

Ordered 
Cars 

 
 Supplied  

 
on Time 

Orders 
 

Missed 
ROI 

A IP Redwood 600 600 0 41% 

B Olinkraft 
 
W. Monroe, LA 

450 430 20 15% 

C Continental Can 
 
Hodge, LA 

500 20 480 3% 

 
 

June 1976 Paper Fleet Performance by Mill 
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Measure and Manage 
 
 

All Mills 
 
 

Cars Ordered 
 
 

Cars Supplied 
 

 on Time 

 
 

Orders 
 

Missed 

 
 
 

ROI 

 
 

Aggregate A 
 

 Mills 

 
 

2200 
 
 

2200 
 
 

0 
 
 

25% 

 
 

Aggregate B 
 

 Mills 

 
 

1200 
 
 

1000 
 
 

200 
 
 

15% 

 
 

Aggregate 
 

 Class C 

 
 

1400 
 
 

200 
 
 

1200 
 
 

1% 

 
 

Total 
 
 

4800 
 
 

3400 
 
 

1400 
 
 

20% 
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Actions 

·Daily Coordination Sales/Car 

Control/Marketing 

·Clearinghouse 

·Short Line Per Diem Cars 
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Actions 

·New ConRail Run Through 

·St. Regis 

·Crown Zellerbach 
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The Rolling Wounded 

·7% Cars Rejected 

·Copiah Pits 

·ñMay I Shine Your Shoes, Mr. Hillman?ò 
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A Managed Retreat 

·Continental Can Hodge, LA 

·Big Looser BUT Correctable 

·Customer Accepted Plan; No Results 

·Withdrew and Reallocated Cars 
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Our Report Card 
1974-1978 

·Volume Down 9% 

·45% Increase in Revenue Per Load 

(Excluding Price Increases) 

·Fleet ROI Went From 3% to 20% 
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What Was Missing? 

·Contracts 

·Innovative Logistics 

·Route Closures/Surcharges 
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What Was REALLY Missing? 

·Strategic Core Route Investment 

·Drop 1000s Miles of Low Density Lines 

·Renegotiate Labor Contracts 

·Major Strategic Marketing Program 

·Scale 
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Bruce used Staggers 

·Chopped Costs 

·Concentrated Volume 

·Sold and Abandoned Lines 

·Reinvested in Plant and Equipment 
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Return on Net Invested Capital  
ICG/IC 1973-1988 
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Net Income 

ICG/IC 1973-1988 



Gratitude 

·Paul Reistrup 

·Jerry McArdle 

·The ñChiefò 

·Doug Hagestad 

·On to the SP 1978 
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SP Situation 1978-1988 

·Deteriorating Financials 

·Starved for Capital 

·Weak Management 
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After Two Years at SP 

·Intense Conflict in ñTrafficò Department 

·Two Attempts to Get CZ Biz Failed 
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Crown-Zellerbach and SP 

·CZ Opened the Kimono 

·SP: Poor Reputation with CZ 

·The Plan 
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In the Mist of Chaos  

We Got Staggers 

·Our Team 

·ñShip by Truckò 

·Building Blocks 
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Crown-Zellerbach 

·5 Mills PNW 

·Columbia River Barge Network 

·2 Columbia River Warehouses 

·90% Truck to CA 

·2 LA Area Warehouses 
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Needs and Solutions 
 
Crown-Zellerbach 

 
SP 

 
 
Reliable Car Supply 

 
 
Guarantee* 

 
 
Reliable Transit Time 

 
 
Guarantee* 

 
Flexible Delivery Options 

 
Cross Docks 

 
 
Innovative Pricing/Billing 

 
 
1 Rate/1 Bill/Monthly 

* With cash penalties for non-performance 
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Then we got Krebs 

·Reduced Organizational Chaos 

·Run OT Including Amtrak 

·CZLAT 
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·Flexibility 

·Closed 2 LA Warehouses 

·New CZ Order-Entry System 

·Improved SP Margins 
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New Supply Chain 
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