
CSX Moves to Cut Delays 
On Tangled Rail Network 
 
By DANIEL MACHALABA 
Staff Reporter of THE WALL STREET JOURNAL January 4, 2005; Page A2 
 
For much of last year, CSX Corp. was a chief contributor to the freight 
backups and delays that have bedeviled railroad customers across the 
country. 
 
But lately CSX seems to have discovered the means to untie its tangled 
freight network. The changes, part of a makeover of its 23,000-mile 
railroad, are helping CSX show improvements. Still, the full benefits 
to its operations may take months to unfold. 
 
CSX's results so far could be welcome news to customers frustrated by 
railroads. Some railroads were surprised by the surge of traffic as the 
economy recovered and were caught short of locomotives, equipment and 
staffing to handle the extra freight. Some manufacturers curtailed 
production or switched to more expensive truck transportation. 
 
Wal-Mart Stores Inc., fed up with delays, says it is opening more 
warehouse space at Gulf and East Coast ports to lessen its dependence 
on the ports of Los Angeles and Long Beach and the rail lines that 
serve them. Gap Inc. began shifting some shipments to other West Coast 
ports with less-congested railroads and through the Panama Canal. 
 
In a program called One Plan, CSX is revamping operations to cut the 
number of times freight cars are handled -- a measure of railroad 
efficiency -- by 600,000 a year, or 5%, and reduce the miles freight 
travels by 1% to 2%. So far, the effort has resulted in tighter 
schedules and more direct routes. 
 
The changes are starting to pay off. The average speed of CSX freight 
trains improved to 20.7 miles per hour for the fourth quarter by mid-
December compared with 19.5 mph in last year's second quarter. 
Freight trains are leaving freight yards on time 53.7% of the time for 
most of the fourth quarter, up from 39.3% in the second quarter. 
 
Shipments of new automobiles, an important business for CSX, now take 
83 hours to Florida from Michigan, compared with 108 hours last spring. 
The improved delivery times reflect the fact that the shipments are now 
handled at Louisville, Ky., rather than at both Cincinnati and 
Jacksonville, Fla. 
 
Thomas Stroud, general manager of Evans Enterprises LLC, a wholesaler 
of agricultural chemicals in Spring Hill, Kan., and a CSX customer, 
says congestion at a major CSX freight yard in Indianapolis badly 
delayed Evans shipments early last year. "It was ghastly," Mr. Stroud 
says. But he says that the delays have subsided and he has seen 
"significant improvement" at CSX. 
 
Investors have responded to both the turnaround plan and a retreat in 
energy prices. Shares of CSX surged to a 52-week high last week of 
$40.46 a share. Yesterday the shares fell 26 cents to $39.82 in 4 p.m. 
New York Stock Exchange composite trading. 
 



Unprecedented freight growth strained trucks, trains and seaports for 
much of last year. Two of the nation's four largest railroads, Union 
Pacific Corp. and CSX, have had some of the worst service woes. Union 
Pacific, based in Omaha, Neb., operates in the western two-thirds of 
the U.S. CSX, Jacksonville, Fla., operates east of the Mississippi 
River. 
 
Every major railroad is considering a range of options to deal with the 
current capacity crunch from laying new tracks to planning new yards. 
But the companies say they don't earn enough profit to do much more 
than maintain their current networks, and Wall Street has discouraged 
costly expansions. 
 
So, some railroads have turned to process improvements like the ones at 
CSX. With the help of Multimodal Applied Systems Inc., a railroad 
consulting company in Princeton, N.J., Norfolk Southern Corp. and 
Canadian National Railway Co. have redesigned their networks in recent 
years and started operating their freight trains on more precise 
schedules. That requires a high degree of discipline, but there is a 
payoff in more consistent service, better use of locomotives, reduced 
costs and improved profits. 
 
CSX is pursuing similar goals, retaining Multimodal to develop a new 
plan to operate the railroad and then vowing to adhere to it. "We want 
to do the same thing every day and make it a boring railroad," says 
Michael Ward, CSX's chairman and chief executive officer. 
 
But CSX may be harder to fix. Ever since it was created in 1980 from 
the carcasses of two dying U.S. railroads, the company has been 
struggling against the inherent inefficiencies of an amalgamation of 
rail networks designed to compete with each other rather than work 
together. Partly as a result, CSX has in recent years been the least 
efficient of the six largest North American railroads. 
 
CSX is "the most complex and hard to manage of any railroad in North 
America," says Carl Van Dyke, president of Multimodal Applied Systems. 
 
The CSX network includes redundant routes, a complicated system of 
freight yards along with "significant capacity constraints," Mr. Van 
Dyke adds. Some CSX facilities, such as its Atlanta yard, are too 
small. 
That forces CSX to send shipments miles out of their way to other yards 
that have more space, creating extra handling, delays and expenses. And 
the system has bottlenecks such as a tunnel in Baltimore too low for 
some modern freight shipments. 
 
The problems contributed to a drop in profitability. CSX's net income 
for 2003 fell 42% to $246 million, or $1.14 a share, from 2002 
earnings. 
Results in both years included accounting adjustments. 
 
Such weaknesses have fed takeover speculation, such as a rumor that 
Canadian National wants to buy CSX. Canadian National Chief Executive 
E. 
Hunter Harrison denied the merger rumors to analysts in October. 
 



Mr. Ward, the CSX chief executive, says CSX is "on the right path to 
improving the railroad and we don't need anyone else to come in and 
help us." 
 
Write to Daniel Machalaba at daniel.machalaba@wsj.com1 
 



Photos of other unprotected CSX crossings 
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Freight Highway Rail Incidents Reported to FRA          
Incidents that occurred in 2001-2004 involving CSX only and ALL Railroads     
in Pennsylvania, New Jersey, Delaware and Maryland       
             
             
             
             



             
           Ped incidents with:  All Incidents with:
    # ped    flashing   watch-  cro

Year   State incidents incidents  gates lights none  man none
bu
sig

(2004 up to 
October)                       

2004 
CSX 
only PA 7 0         0 2

    NJ 3 0         1 0
    DE 0                 
    MD 6 1  1      0 0
  Total   16 1  1 0 0  1 2
                        

2004 all RRs PA 59 2  2      1 8
    NJ 19 0         1 3
    DE 2 0         0 0
    MD 7 1  1      0 0
  Total   87 3  3 0 0  2 11
                        

2003 
CSX 
only PA 15 2  1 1    1 0

    NJ 10 2  1   1  0 2
    DE 2 1  1      0 0
    MD 13 1  1      1 2
  Total   40 6  4 1 1  2 4
                        

2003 all RRs PA 86 2  2 1    2 5
    NJ 42 4  3   1  1 11
    DE 8 1  1      1 0
    MD 20 1  1      1 2
  Total   156 8  7 1 1  5 18
                        

2002 
CSX 
only PA 4 0         0 0

    NJ 5 0         0 0
    DE 1 0         0 0
    MD 8 1  1      0 0
  Total   18 1  1 0 0  0 0
                        

2002 all RRs PA 72 0         0 10
    NJ 17 0         0 0
    DE 6 0         0 1
    MD 10 1  1      0 0
  Total   105 1  1 0 0  0 11
                        
                        

2001 
CSX 
only PA 9 0         0 0

    NJ 2 0         0 0



    DE 2 0         0 0
    MD 12 0         0 1
  Total   25 0  0 0 0  0 1
                        

2001 all RRs PA 65 1  1      1 2
    NJ 24 0         1 6
    DE 7 0         1 0
    MD 15 0         0 2
  Total   111 1  1 0 0  3 10
             

 


