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Railroad Captive Shipping Fact Sheet

Since Congress passed the Staggers Rail Act of 1980, more than 40 mergers and consolidations have decreased the number of Class I railroads from over 40 to only seven. Four of these major railroads control more than 94 percent of the industry’s revenue and own over 90 percent of the country’s track miles. The lack of rail-to-rail competition has led to an increase in the number of captive shippers, rising rail rates, and deterioration in service quality. For many products, including coal, chemicals, and agricultural products, it is not feasible to ship by any means other than rail, leaving some of the shippers of these products “captive” to the single railroad that serves them. The following are just a few examples of the industries and companies forced to pay exorbitant rates for poor service because of their captive shipper status.

►Utilities

Basin Electric Power Cooperative is an owner of the Laramie River Station (LRS), a coal-based electric generating plant in Wyoming that is only served by the Burlington Northern and Santa Fe Railway Company (BNSF). For 20 years, LRS had a contract with BNSF for transporting 8.3 million tons of coal annually from the Wyoming Powder River Basin. However, when the contract expired in 2004 and negotiations failed to produce a new contract, LRS’ freight rates more than doubled to four times BNSF’s average coal freight rate. And LRS’ rates may double again in the next two years. 

As one of the largest electric generation and transmission cooperatives in the United States, Basin Electric serves 1.8 million consumers in nine states, including Minnesota. Eventually the costs of these rate hikes will trickle down to the consumers, like the 30,000 Minnesotans served by Minnesota Valley Electric Cooperative. Mike Eggl, vice president of government relations at Basin Electric Power Cooperative, said the cost from these rate increases to one of their member cooperatives in Minnesota could total roughly $250,000 per year.

►Agriculture

Meadowland Co-op in Lamberton, MN, a farm supply and grain cooperative, has been paying high fuel surcharges for the last several years. The co-op estimates the increased fuel costs for the railroad’s service to Meadowland to be around $400,000, but the railroad has charged them $1.8 million. The company has had to absorb these large costs that significantly decrease its profitability. Service problems have also accompanied their increased rail costs; during July 2005 the railroad never sent a train to the co-op.  Furthermore, the trains usually arrive on nights or weekends when the co-op must pay their staff overtime to load the cars. 
►Lumber and Paper 

Paper companies in Minnesota and Wisconsin are facing potential lost business if rail service does not improve. One Minnesota paper company, a captive shipper, discovered that a paper mill in Finland could ship its product 5,000 miles to a customer in central Indiana for the same amount that the monopoly railroad charges to ship the identical product from northern Minnesota to the same Indiana destination, a distance of less than 1,000 miles.

Current Federal Legislation
►The Railroad Competition Acts (S.919, H.R.2047)
The companion legislation introduced in the Senate (S. 919) and House of Representatives (H.R. 2047) focuses on ensuring competition in the railroad industry and providing reasonable rates for captive shippers. Among other changes that would benefit captive shippers, these pieces of legislation would:
Clarify National Rail Policy to ensure effective competition, maintain reasonable rates, and maintain the 
quality of rail transportation service.

Require that Railroads Must Quote Rates to Their Customers between any two points on their systems. 

Eliminate Barriers to Competition between Class I, II, and III rail carriers.
Cap Filing Fees for captive rate complaints to the level of comparable federal district court filing fees.
“This is hardly the competitive environment envisioned when Congress voted to deregulate the railroad industry,” said Representative James Oberstar (D-MN) in his introductory statement of H.R.2047. “This bill will preserve existing rail-to-rail competition in areas of the United States where competition is working, and take action to reduce impediments to competition that adversely affect rail customers.”

►The Railroad Antitrust and Competition Act (H.R.3318/S. 3612)
The anti-trust bills amend the Clayton Act, giving shippers, states, and the U.S. Justice Department the ability to bring antitrust cases against the railroads if they believe anti-competitive measures are being taken, as well as giving the Justice Department a role in reviewing railroad merger proposals.  

“Our principal purpose in this legislation is to update the antitrust law and to really get at the longstanding exemption that the railroad industry has had,” said Representative Mark Green, co-sponsor of H.R.3318.  “Railroads have now been operating in a deregulated environment for 25 years and I think we’re long past the time when we need to reexamine the antitrust law in respect to railroads.”


Please contact your legislators to encourage them to support S.919/H.R.2047 and H.R.3318.





Senator Norm Coleman*						Senator Mark Dayton*


Phone: (202) 202-224-5641						Phone: (202) 224-3244


Fax: (202) 202-224-1152						Fax: (202) 228-2186


Web Form: � HYPERLINK "javascript:openwindow('http://coleman.senate.gov/index.cfm?FuseAction=Contact.ContactForm');" �coleman.senate.gov/index.cfm?FuseAction=Contact.ContactForm�		Web Form: � HYPERLINK "dayton.senate.gov/contact/email.cfm" ��dayton.senate.gov/contact/email.cfm�





Representative Gil Gutknecht (1st District) **			Representative John Kline (2nd District)


Phone: (202) 225-2472						Phone: (202) 225-2271


Fax: (202) 225-3246							Fax: (202) 225-2595


E-mail: � HYPERLINK "http://www.gil.house.gov/contact/formemail.htm" �gil@mail.house.gov�						Web Form: � HYPERLINK "http://www.house.gov/kline/zipauth.htm" ��www.house.gov/kline/zipauth.htm� 





Representative Jim Ramstad (3rd District) 				Representative Betty McCollum (4th District) **


Phone: (202) 225-2871						Phone: (202) 225-6631


Fax: (202) 225-6351							Fax: (202) 225-1968


E-mail: � HYPERLINK "mailto:mn03@mail.house.gov" �mn03@mail.house.gov�						Website: � HYPERLINK "http://www.mccollum.house.gov" ��www.mccollum.house.gov� 





Representative Martin Sabo (5th District) 				Representative Mark Kennedy (6th District)


Phone: (202) 225-4755						Phone: (202) 225-2331


Fax: (202) 225-4886 							Fax: (202) 225-6475 


Web Form: � HYPERLINK "http://www.house.gov/formsabo/IMA/issue.htm" ��www.house.gov/formsabo/IMA/issue.htm� 				Web Form: � HYPERLINK "markkennedy.house.gov/kennedycontents/contact" ��markkennedy.house.gov/kennedycontents/contact � 





Representative Collin Peterson (7th District)**			Representative Jim Oberstar (8th District)**


Phone: (202) 225-2165						Phone: (202) 225-6211


Fax: (202) 225-1593							Fax: (202) 225-0699


Web Form: � HYPERLINK "collinpeterson.house.gov/email.html" ��collinpeterson.house.gov/email.html  � 				Web Form: � HYPERLINK "wwwc.house.gov/oberstar/zipauth.htm" ��wwwc.house.gov/oberstar/zipauth.htm� 





*Co-sponsor of S.919


** Co-sponsor of H.R.2047
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Source: “Rail Price Advisor” (1st Quarter, 2003), published by Escalation Consultants, Inc.








