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Fare wars g

Bus service run by student
butts heads with Greyhound

Al

LI A

by Dan Rozek

Hateld siaft wiiker

Grevhound Bus  Lines officlals

probably wish Dennis Toeppen had
never decided to go off to college.

Toeppen. a University of Illinois

Jumor from Mount Prospect. has

been giving Greyhound headaches for
neacly two years — ever since he
launched tis own charler bus service

{o ferry students from Champaign to
the Chicago area on weekends,

The one-man  service broke

Grevhound's monopoly on the route,
slashed Greyhound ridership and ig

nited a prace war that dropped fares

dramatwally for both Grevhound and
‘Toeppen's Suburban Express.

Along the way. Toeppen has sor-
vived iwo investigations by the Ili-
nois Cemmerce Commussion, as weil
as feuds wilh university officials, who
terest sided with Greeyhound and later
dttempted to start a charter service
te compete with Toeppen's.

CLEARLY, TIIE road has not been

« smooth one for Suburban Expross.

But Tecppen, a clean-cut 21-year-

nld who barely looks old enough to be

in college. shrugs off the hassles of
the past two years with hardly a sec-
ond thought.

“l knew what 1 was getting into. I
hind of had a feeling semeone would
react this way down the line,” he
said “Tius makes life interesting — 1
don't know 1f I'1l win or get wasted

So far, he appears to be winnng.

Suburban Express has expanded sa
i serves Eastern Ithnos Umversity,
as well as the Umiversity of Illinois.
The weekend buses now stop at six
Incations 1t the Chicago area, includ-
g Woodbield Shopping Center in
Schaumburg, compared to the two lo-
t ttions when the service first started,
Hidership reaches 200 to 300 students
n most weekends, or about 3,200 stu-
dents during Lthe fall 1984 semester.

PERHAPS THE most impressive
measure of success 15 the fact that
Lhe service still is operating and turh-
ing a profit — although Toeppen 1s
~hy about saymng how much profit -
Iwo years after its inception.

That's not bad. consideting 1t began
with an unsuccessiul wlea and a $600
investremn!

Toeppen {itst came up with the
idea for a bus service while he was
trying to talk umself into buying a
~matl vin {or persenal use.

“I'd been toving with the idea of

buying a van,” he sad, “and was
trying to Justify 1t by Fguring [ could
help pay for it by carrying passen-
gers between Chicago and Chamn-

poign.”

But further rescarch showed that
would not be peofitable Instead of
civing up. he broadened the idea and
logked 1nto buying & used, 29-pagsen-
ger bus He found he did rot have the
money forit.

The idea of a bus service was set
astde until October 1983, when Toep-
pen hit on the idea of chartering
equipment. A httle research showed
it just might be profituble and a
Greyhourd driver’s sirike added mo-
mentum to the idea.

THE SERVICE began at
Thanksgiving. He charlered buses
and drivers, spent $600 to advertise
the service and used a local lravel
agent Lo sell tickets, which undercut
Greyhound fares to the suburbs by $4
to $4.

The six buses carricd nearly 100
university students, netting Toeppen
several hundred dellars profit. More
encouraging than thal were the re-
sults of a survey thal showed most
students would be willing to continue
riding the new service.

He was in business, although only
partly for the money.

“It was a combination of money
and chalienge,” he said, of his deci-
sion Lo run the service. “The fact that
I haven't pad myself a salary in two
years lends eredence to the idea Lhat
1t was more the challenge.”

Service resumed in the spring. and
while business was good, problems
wore cropping up.

‘The university travel center, which
sold tickets on commission for
Greyhound and used thal commission
for student programming, refused to
sell Toeppen’s tickets, His posters ad-
vertising the service disappeared
from dorms, although they previously
had been approved, and the travel
center published a letter encouraging
students to take Grevhound,

UNIVERSITY OFFICIALS said
they did not want to sel) both types of
tickels because they fearcd
Greyhound would not approve and
would dump the university as a ticket
agent, meaping less ticket revenue
for the untversity.

"We need 1o make a certain
amount from ticket sales to conirib-
ule to {student programming),” said
Jeff Shects, manager of the travel
center. “We were concerned about
{Greyhound's) reaction.”

As for the charges of dirty tactics,
Sheets acknowledged Lhat both sides
passed out promotional literature to
the other's passengers and that “com-
petition was pretty heated” between
Suburban Express, Greyhound and
the university.

“Both sides were probably a liftle
dirty,"” he said.

Later in the semester, the travel
center altempted its own charter
service to match Suburban Express,
undereutting Toeppen's service by §3
Toeppen responded by cuiling his
own fares $8. The university cut its
fare again hut eould not maich Toep-
pen’s fare and ended its charier ex-
periment afier less than a month.

BUT GREYHOUND also began
cutting its fares and offering special

!
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MOUNT PROSPECT resident Dennis Toeppen takes a break while pas-
sengers board the buses of his Suburban Express at Woodfield Shop-
ping Center in Schaumburg. Toeppen, a student at the University of

bargains. Toeppen fotlowed and prie-
es rose and dipped unh)! February of
1985 when Greyhound dropped its
round-trip fare to Chicago and Lhe
suburbs 1o $14.75. Before Toeppeh
started his service, {ares were about
$36 for the trip.

Suburban Express matched the
$1475 fare, but Toeppen accused
Greyhound with “predatory pricing”
or illegally dropping fares Lo force
competilion out of business.

He appealed Lo the U.S. Justice De-
partment, but officials there decided
not to investigate Greyhound price
laws, saxd Tocppen's atiorney, An-
drew Carroway, who specializes 1p
transportation law

“They wrote a letler asking
Greyhound to justify their [fares”
Carroway said. “After the letter,
Greyhound raised their fares §3, al-
though P'm not sure whether 1L was in
response to the lelter or the market-
place.”

Greyhound spokesman Greg Alex-
ander said the company lares were
not predatory but dechned 1o com-
ment further on fares.

Greyhound aise initiated two inves-

ligations of Suburban Express by the
IIhnois Commerce Commission.

THE FIRST, in the spring of 1984,
found the service was improperly op-
erating as a regular operation with-
out ICC approval and regulation.

Toeppen changed his service, offi-
cially making 1t a prnivate charter
service limited to umiversity students
and faculty so 1t would not be under
ithe yurisdiction of the ICC.

A second investigation by the ICC
in the fall of 1984 found the service
was operaling within the law, said
Douglas Trew, ICC assistant supervi-
sor n Springfield.

Alexander said Greyhound routine-
Iy requests ICC tnquiries into compet-
ing services to make sure they are
operating legaily.

“The ICC said Suburban Express
was operaling within the rules, so we
were through with 1t then,” he said,
adding the company was not singling
out Suburban Express. “Suburban
Express is Just another one of many
competitors we face.”

AFTER THE second ICC inquiry,
university travel center oflicials,

Stocks and bonds are, at hest,
very uncertain investrnents, Stocks
may move up whtle bonds drop; or,
they may chmb or fall in lock step.

One great advantage of stocks, of
course. is Lhe potential they have
for cagtal gains Bonds are safe
and provide steady income. But a
turn in the market can stymie stock
gains, and the resale price of bonds
can suffer if interest rates change.

One way to have the best of both
worlds is to put the top down on
something called convertibles and
take a look inside this hybrid, al-
though specialized, investment.

For those who don't want to learn
the complicated mechanics of con-
vertibles, a few mutua! funds are
available to do the selecting and
monitoring for them.

Convertibles are a cross belween
stocks and bonds, providing the ap-
preciation potential of common
stocks and the income prospect of
bonds. Although they have been
avaitable for many years, they are
geting mew inlerest lately. both
from investors and issuing compa-
hies.

doldrum ltevel of the market, so peo-
ple are looking for a litile different
vehicle,” says Gerald Guild, mana-
ger of fixed-income invesiments at
Advest, a brokerage based in Hart.
ford, Conn. “This gives you the
downside protection of a bond with
the upside potential of stocks.”

THERE ARE two types of con-
vertibles, convertible bonds and
converiible preferred stocks. The
bond is usually sold at a $1,000 face
vatue, with a fixed maturity date
and coupon rate. It may be ex-
changed, or converted. for a specil-
ic number of shares of the compa-
ny's stock whenever the investor
wishes,

Convertible preferred stock, on
the other hand, pays dividends, not
interest. But it also can be converi-

“Al this point, we're kind of at the *

Moneywise

ed to a predelermined number of
shares of comtnon stock.

One advantage of convertibles is
that their price generally increases
with the company’'s stock. But when
that stock falls, the convertible’s
pverall value does not decline as
much, because it continues to pay
interest. This continual yield gives
the investor the rewards of equity
without the same degree of risk.

“The yield is much better with a
convertible than wilth a common
stock,” says Mark Tavel, executlve
vice president of Value Line's new
no-lead convertible fund, “The yield
serves as a floor under the price
Jevel."

Also, convertible bonds are debt
instruments, so, in case of bankrupt-
cy, people holding these instru-
ments have senior status ahead of
stockholders and would be more
likely to get some of their principal
back. But you should not leok for
convertibles as a way to turn a prof-
it from a troubled company.

“NEVER BUY a convertible
from a company unless you'd be
willing to buy stock in that compa-
ny,” Guild says.

On the other hand, “no one should
ever buy a common stock without
first looking to see if there are un-
dervalued convertibles available,”
says Robert Chernow, a senior ac-
count executive in the Milwaukee
office of Smith Barney, Harris Up-
ham & Co,

While convertibles have been
largely confined to smaller, emerg-
ing companles that find more inves-
tor interest in their debt than in

Investors converting to hybrid issues

their stock, several larger corpora-
tions have noticed the advantages of
converitbles. A few months ago,
IBM put out a $1.25 puilion 1s5ue.
Other big companies in the market
include Digital, Bell & Howell, Unit-
ed Telecom and Johnson Controls.

It’s not all pluses n the converti-
ble business, however. The assur-
ance of safely here is not guite as
greal as it would be with a bond,
Also, the yield usually will be less,
although this is often offset by the
potential for price increase.

But the biggest drawback of own-
ing convertibles is the need to moni-
tor them constantly or pay a bro-
ker's commission to have it done for
you. Knowing the best time to buy
convertibles requires an under-
standing of the corporate bond mar-
ket, a knowledge of the companies
that issue convertibles and famil-
iarity with such terms as “conver-
sion ratio” and “conversion premi-
um.” These help tell the best time to
buy convertibles and the best time
to sell or convert them to stock.

THEN THERE is the need to
keep track of several convertibles
at once, Whether the investment is
common slock, bonds or convert-
bles, Guild says, there should be at
least five of them. Following five
convertibles takes more time and
expertise, so, if yov are going to buy
them on your own, find a broker or
firm that bas experience in bonds,
particularly convertibles.

1f you don’t want to worry about
keeping close tabs on your converti-
bles or wonder whether a broker is
doing a gocd job, a mutual fund
with all or part of its portfolio
parked in convertibles may be for
you. Until this year, all of the funds
that invested in convertibles were
“load” funds, taking about 8% per-
cent off the initial investment as a
sales fee. Recently, however, a few
no-load funds have emerged, with
no sales or redemption charge,

“1 believe firmly that load funds
are sold and no-load funds are
bought,” says Carol Sachs, senior
vice presideni of Noddings-Calamos
Convertible Funds. The Qak Brook
fund was started by Noddings-
Calamos & Associates, an invest-
ment advisory firm that continues
to specialize in individual converti-
ble securities.

Because of the time and knowl-
edge needed to explain convertibles,
Sachs says, funds could justify the
sales charge. But, as investors have
learned more about mutual funds
and convertibles in particular, less
explanation is needed. Still, even
with the fee, several funds have
provided good relurns for their
investors. These include American
Camtal Harbor of Houston, Phoenix
Convertible Fund of Hartford and
Putnam Convertible I[ncome-
Growth Trust of Boston.

NODDINGS-CALAMOS'S two no-
load funds (growth and income)
started selling last summer and
have a combined $4.1 mitlion under
management. These funds joined
Value Line's no-load fund, intro-
duced last spring, now with more
than $20 million jn assets, Tavel
says.

H you're interested in converti-
bles but don't want to worry about
constant upkeep, a well-managed
fund can provide current income
and good appreciation potential
with moderate risk. Convertibles
have, for instance, been used by
people who are willing to put a
small part of their retirement sav-
ings in a somewhat riskier invest-
ment.

Readers with questions they
would like considered for publica-
tlon in this column cam wrile to
Moneywise, The Christian Seience
Monitor, One Norway Si., Boston,
Mass. 02115. No personal replies

can be given by mail or phone.
Chriguan Science Monitor News Service
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Nipois in Champaign, has been successtuliy running a weekend charter
bus service tor university students for the last two years, despite fare

wars with Greyhound Bus Lines.

looking to recover lost revenues, re-
versed themselves and began selling
tickets for Suburban Express, as well
as Greyhound. In return, Toeppen
gave up other ticket outlets.

“We were worried Greyhound
wouldn't be happy, and they weren't,
but we did what we had to do,” Sheets
said. Suburban Express now accounts
for about half the student bus tickets
sold weekly by the umversity, or
aboul 150 students a week on the av-
erage, he said. Greyhound accounts
for aboui the same number of Lickets,
he said.

Greyhound’s Alexander acknowl-
edges Greyhound rndership from
Champaign to Chicago has ‘‘dropped
slightly” in the last two years, but he
refused to atiribute it directly to Sub-
urban Express.

Toeppen has no doubts himself
what has accounted for the decline,
and he estimates on some weekends
he captures 70 percent or more of the
student market.

AND THAT IS not likely to change,
except for the better.

His fares now stand at $23 round

trip from Champaign to Woodfield,

while a round trip from Eastern Uli-.
nois University in Charleston is about

$16 higher. Both are several dellars

under Greyhound fares,

Toeppen siill runs the service him-
self, although he ocecasionaliy has
hired other students to work part
time for him to advertise the service.
The $10,000 tc $15,000 he has made
has been re-invested in the operation.
or gone to pay his legal fees.

Even 1f he did pay himself, the sal-’
ary would only work out to “about 25
cents an hour” for the time he has put
into 1t. That time factor also has.
pushed his graduation back a year, to
1987, but he 13 not worried about that.-

The experience of running Lhe busi-
ness should prove valuable in the fu-
ture to Toeppen, who has switched
from an electrical engineering major
to a business major since the service
prermered.

But he may not need a job after he
graduates, because he plans to con-
linue operating the charter service.

“I'm not sure 1f I'll do it by remote”
control or directly,” he said, “but 1
definitely do want to continue it.”

U.S. urged to force hand

of Japan to hike imports

DALLAS (UPI) — In one way of
ooking at the widening trade gap be-
tween the United States and Japan,
the latter continues to supply goods
and services to the former and is
willing to take 10U's like U.S, Treas-
ucy securities in return.

Statistics show the amount of Japa-
nese lending to the United States in
1984, mostly through their purchase
of U.S. government securities, was
roughly equal to the United States’
trade deficit for that year. The Japa-
nese obviously are hoarding dollars
and doilar securities.

But this debt of United States, like
all foreign debts, must be repaid one
day and that will come by transfer-
ring goods and services io Japan,
namely through U.S, exports,

IN THIS THESIS by international
finance prefessors S. Kerry Cooper
and Arvind Mahajan of the Texas
A&M University's College of Business
Administration, any retaliatory ac-
tion by the United States against Ja-
pan would be economically short-
sighted and politically unsound.

instead, the professors urge the
country take immediate measures to
reduce the interest rates to make it
unattractive for the Japanese to in-
vest here, force an upward revision
of the yen by reducing the value of
the dollar so Japanese exports would
become dearer and American exports
cheaper and create conditions so the
Japanese society will increase con-
sumption and open their markets to
U.8. goods.

“The Japanese will not forever
straitjacket themsetves in an out-
moded quest for export surpluses that
serve to deprive Japan's hard-work-
ing citizenry of full and fair reward
for their labor,” Cooper said. “They
aren’t foolish. They can increase their
standard of living by opening doors to
U.S. products.

“And we cannot indefinitely import
more than we export. By one means
or another, our trade deficit must
shripk.”

Mahajan said, “It is in the sell-in-..

terest of Japan to allow the United
States te pay tts bills by opening Jap-
anese markets to U.S. goods,”

“THE DESIRED end, of course, is
consumption and the Japanese are
not consumning as much as we do.
They are not buying as much goods
and raw materials with the hoarded
dollars, otherwise they wounidn't be
runping this surplus. At some thresh-
old point the people will start to say
pay up and convert the dollars into

goods. At that moment we will begin

to export.”
Both experts said opinions vary as

to when the threshold point will be -

reached but what cannot be disputed-
is that the current conditions will

continue so long as the 1.S. govern-

ment keeps running a huge budgelary

deficit, the interest rates remain high

and currency values are not

realigned.

After factoring in the inflation.
rate, Cooper said, current U.S. inter--
est rates are about two percentage
points higher than those prevailing in
Japan. This induces the Japanese to_
invest here and hoard dollars, he said.

Mahajan said the issue is compli-
cated by Japan's pervasive insecurity.
about its economy and historical cir-
cumstances. Japanese,” who think
consuming too much is not good, save
about 15 percent of their disposable
income. In the United States, the rate
is less than 5 percent

““Japan’s preoccupation with
perceiving exports as national victo-.
ries and imports as national defeats
has had the effect of denying its peo-
ple full enjoyment of their country’s
ecopomic progress,

“But Japan will one day realize the
lesson taught by Adam Smith that in-.
ternational trade is but a means by
which a naticn can improve the wel-
fare of ils citizens.... The current
view robs its citizens of a higher stan-
dard of living. Further, by angering
its trading partoers, Japan risks re~
taliation which will make it less and
not move secure.” -
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