How railroads affect the cost of electricity

his year, electric co-ops
I across the country will
engage in a classic David-
versus-Goliath legislative battle,
fighting for fairness in how we are
treated by the nation’s railroads.
Even as electric co-ops work hard
to meet the growing demand for
electricity, we find ourselves
increasingly dependent on railroad
monopolies, which are exempt from
federal antitrust laws, to deliver
coal to generate power.

The cost of shipping coal by rail
today can exceed the cost of the
coal itself, increasing rates for elec-
tric co-ops and their consumers.
Without federal action, this situa-
tion will hinder the need to meet
the nation’s growing appetite for
affordable and dependable electric-
ity. Electric co-ops, along with the
rest of the electric utility industry,
are not the only businesses affect-
ed by railroad monopolies. Grain
farmers, steel manufacturers, wood
and paper products industries, and

chemical and fertilizer producers
have had to deal with unfair pric-
ing and unreliable service from the
railroads for far too long.

How railroad monopolies formed?
A series of mergers in the railroad
industry, following deregulation in
1980, cut competition from 40
major railroads to four. That con-
solidation left some shippers, like
electric co-ops, captive to a single
carrier with no alternative way to
move coal and other supplies.
Today, at least one-fifth of all rail
customers.are held captive by a
monopoly freight railroad. What
started as just a regional captive
shipper issue has now grown into a
national economic concern that
affects all Americans. When com-
petition exists, railroads average a
6 percent profit. But without com-
petition, shippers are held hostage
by the railroads whose profits soar
to an average of 400 percent or
more.

What is being done, and what you
can do as a public power district
or co-op member

Over the years, the National Rural
Electric Cooperative Association
(NRECA), on behalf of member co-
ops and public power districts, has
worked with other businesses and
consumer groups to bring the anti-
competitive rail practices to the
attention of regulators and legisla-
tors. Working together, the coali-
tion, Consumers United for Rail
Equity (CURE), was formed to
focus on congressional policies
affecting railroad competition. As a
result, electric co-ops have their
best opportunity in decades to
push for congressional action
aimed at forcing big railroads to
offer better service and fair rates.
Specifically, CURE is calling for a
common rail carrier “obligation to
serve” standard when it comes to
delivering products, like coal, that
are critical to the U.S. ecogdmy.
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