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in traf fic to  the e s t ima ted poten­
t ial level , the line operat ion to  
Chamb erlain could b e  s elf-suf f i­
cient . "  

The specific cond it ions neces sary 
for any oper a t ion of the line wes t  of 
Chamb er lain to  break even are : 

1 .  

2 .  

3 .  

an average 5 6% increase in 
traf fic from the 1 9 7 9  level 
for s ta t ions b e tween Mount 
Vernon and Kadoka 

p ayments to the South Dakot a  
core sys tem f o r  movement s  
b eyond Mitchell which are 
$ 1 . 12 or les s p er loaded car 
mile 

rates for service on the 
branchline whi ch are as  h igh 
as p o s s ible without d ivert ing 
traff i c  ( equal to  the cos t o f  
trucking ) 

4 .  the availab ility o f  s tate and 
f ederal funds to purchas e the 
ent ire line and rehab ilitate 
it a t  leas t as far wes t  as 
Chamb er lain . 

If  any o f  the s e  cond i t ions canno t b e  
met ,  i t  i s  unlikely that operation o f  
the line can b e  s elf-sus taining . 

These b rief outlines o f  s tudy 
result s  show that sub s equent develop­
ments on thes e  branchlines have b een 
largely cons is tent with recommenda­
tions . The s tudies are , however , _ 

relatively complex . The conclus ions 
depend upon a variety of as sump t ions 
and pos s ib le developments . Ther efore , 
b efore any s imp lif ied j udgment is made , 
the reader should examine the s tudies 
in detail and re cognize the comp lexi­
t ies o f  each cas e . 

CHAPTER IV 
Some c onclu s ions from SD ' s  exper ience 

South Dako ta ' s  exp er ience in 
res truc tur ing the rail sys t em s erving 

the s tate provides s ome guidelines for 
o ther s tates facing s imi lar prob lems . 
The s tate ' s  act ions can generally be 
described as well p lanned responses to 
economic and ins t i tut ional realit ies . 
The ab il ity to take such ac t ions 
was d er ived in par t from the unique 
s itua t ion in which the state found 
it self . 

With the excep t ion o f  the Mil­
waukee ' s  mainline to the Wes t  Coas t ,  
virtually all rail s ervice in South 
Dako ta was provided by light dens ity 
branchlines . These requir ed cro s s  
sub s id ies from o ther profi tab l e  opera­
t ions . When the p ligh t  o f  the nation ' s 
rail sys t em was recognized , such cros s  
s ub s idizat ion was eliminated and i t  
became eas ier and fas ter f o r  railroads 
t o  abandon light dens i ty lines . Being 
at the end of branchline sys tems , South 
Dako ta exp erienced los s  of lines early . 
Mo s t  lines had to  or iginate and ter­
minate suffic ient traf fic to  b e  s elf­
supporting . 

South Dako ta never had a rail 
s tructure as dens e as o ther s t ates in 
the Midwes t .  Much of the rail s ervice 
i t  did have was abandoned in the 1960 ' s  
and ear ly 1 97 0 ' s .  Thu s , by 1 97 6 , many 
towns and areas were already without 
rail s ervice or had only p oor s ervice . 
This  reduced much o f  the p o t en tial 
lo cal oppo s i t ion to  a res t ru c tur ing of 
the sys tem .  In o ther s tates with 
clos ely parallel branchlines , i t  may b e  
politically diff i cul t f o r  a s t ate 
agency t o  choose  to  devo te resour ces to  
retain j u s t  one of the l ines in a 
region . 

By the lat ter half o f  the 1 9 7 0 ' s  
the p eople o f  South Dako ta had b egun to  
view the p o s s ib ility o f  retaining 
service on the ent ir e sys tem r eal i s t i­
cally . The 4 R ' s Ac t of 1 9 7 6  provid ed 
the mechanism for s tate government to  
b ecome a c t ively invo lved in rail sys tem 
p lanning . The b ankrup t cy of the 
Milwaukee Road in 19 7 7--with the 
po tential loss of one half the r e­
maining track in the s tate--provided 
the crisis to  wh ich the s tate was 
willing to respond . 

3 3  



The congruence o f  these e lements 
crea ted a s i tuation in which s tate 
government was required , wil ling , and 
ab le to play a leading role in re­
s o lving the s tate ' s  rail p rob lems . 
And , the pub lic was willing to  commit 
resour ces to  s ave an e s s ent ial but no t 
redundant s e t  o f  l ines . Even though 
o ther s t a tes may no t be ab le to play as 
a c t ive a role b ecause of their unique 
circums tances , their rail planning 
agencies may be ab le to b ene f it from 
South Dako ta ' s  exp erience . 

Private and lo cal act ions 

Ear ly in the ab andonment period , 
the threat o f  los ing s ervic e  o f  ten l ed 
t o  the creat ion o f  shippers ' organi­
zations whos e  purpo s es were to f ight 
ab andonment of s ingle branchlines . 
Becau s e  o f  f ederal laws and r egulations , 
though , thes e o rganizations inevitab ly 
los t their b a t t les . The shippers ' 
groups were unab le to  raise the cap ital 
nec e s s ary to rehab il i t at e  l ines for 
continued s ervice or to  purcha s e  lines 
and sub s id iz e  shor t l ine s ervice .  

Local uni t s  o f  government , while 
o f ten sympathe tic to shipper s ' desires , 
were unab le to commit fund s to such 
proj e c t s  which were o f ten perceived as 
bene f i t ing only a small number o f  
taxpayer s .  They and private par t ie s  
were a l s o  deterred from inves t ing 
because of the generally poor record o f  
shor t l ine railroad s operating without 
sub s id ie s  and the sub s tant ial r isk 
as sociated with rail operat ions largely 
dependent upon agr icul tural shipp ing . 
Local government s  also f aced j ur is­
dict ional problems as  branchlines 
required j o int effort by several towns 
and counties . 

State government ' s  ro le 

Perhap s the mo s t  impor t ant ro le 
South Dako ta ' s  s tate government has 
p layed in restruc tur ing the s ta te ' s  rail 
system ha s been in the r a t ional eco­
nomic p lanning of an e s s ential rail 
system and in communicating the 
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planning pro c e s s  t o  the general pub lic 
in a s traight forward manner . The 
planning effor t required tha t lines be 
iden t i f ied which would : (1 ) help keep 
South Dako ta integra ted wi th the 
na tional rail sys t em by in terchange 
poin t s  and p o t ent ial through rout ing ; 
( 2 )  generate suf fic ient traffic to be 
self-suppor t ing if def erred ma intenance 
and rehab il itation cap it al requirements 
could be met ; or , (3)  serve e s s ential 
socio-economic purpo s e s  such as  pro­
vid ing acce s s  for coal shipment s  to  the 
Big S t one power plant . Line s which did 
no t economically warrant the use o f  
scar ce s tate resour ces (primar ily stub 
end bran chline s and parallel routes ) 
were no t inc luded in the plan . 

Communicat ing the s tate ' s  r ail plan 
to the public included informing the 
public of e s t ima tes of co s t s  and of the 
l imi ted availabil ity of federal funds .  
Group s whi ch wanted to retain service 
on l ines no t in the s tate plan were 
made aware tha t they would have to make 
s ignificant local inve s tments . Al­
though tho se group s  o f ten felt anger 
and frustrat ion at f ir s t  hearing thi s 
news , tho se f eeling s generally sub s id ed 
as  the economic f ac t s  became under­
s tood . The communic at ion o f  realities , 
rather than false hop e s  o f  f inancial or 
legal salvat ion by the feder al govern­
ment , contributed to public accep tance 
of the plan .  

The only examples o f  succes s ful 
local or priva te action have occurred 
wher e such ac tion ha s been coordinated 
and part ially funded by the s tate . It 
appear s that a s tate role is vir tually 
neces sary to save a s tub end branch­
line . This is due , in par t , to the 
inab ility of lo cal ent i t ies  to commit 
enough cap ital . It is also due to the 
greater chance o f  success  a branchline 
proj ect  ha s when it is coordinated wi th · 
the development o f  a s tate rail system 
and is included in s tate level nego ti­
ations for servi ce by a maj or carr ier . 

Even within the framework o f  the 
s tate planning effor t , ret aining ser­
vic e on a line not in the core sys tem 
requires significant local leader ship 



and commi tment . Rea l i s t ic economic 
analys is  is  a prerequi site , as  is a 
wil l ingnes s  to make an inves tment . 
Lo cal uni t s  o f  government mus t  be  
convinced o f  the need for rail service 
and the fea s ib ility o f  the proj ect . 
Leader s mus t  be will ing and ab le to 
work long and hard on legal and f inan­
c ial details to make them accep t able to 
the ir own cons t ituency , s tate rail 
author i t ies , railroad companies , lo cal 
governmental o f f ic ials , and lender s .  

Ano ther e s s ential element in the 
role of s t ate government was the 
willingnes s to  c onnni t  s tate tax re­
venues to the railroad prob l em . in a 
maj or way . No t only d id this make 
money availab l e , but i t  s ignaled the 
support  of the p eople of the s tate as 
well . This  allowed s tate o f f i c ials t o  
gain increased cooperation from the 
Federal Railroad. Adminis trat ion and the 
railroads . S tates whi ch are only 
willing to  devo te federally allo cated 
do lla!s may f ind thems elves short o f  
b o th the funds and cooperation neces­
s ary to succeed . 

Pub l i c  funds have b een spent to  
pres erve e s s en t ial l ines rather than 
sub s idize  s ervice operat ions . This  has 
provided an ind irect  operat ing sub s idy 
to  the BN which charges rates  includ ing 
a return to cap i tal inves t ed by the 
pub l ic . U s ing this indirect f o rm of 
sub s idy has s everal advantages . The 
operating company , whe ther maj or 
railroad or sho r t l ine , is  relieved of 
the need to  inves t  sub s tan tial cap ital 
up front . This makes the busine s s _ more 
a t trac t ive to po tent ial operator s . 

Shor t l ine operators usually are 
forced to perform only the minimum 
neces s ary rehab i l i tat ion b ecause o f  
their rela t ively small cap ital base . 
Cons equen t ly , an unexp ec ted c alami ty or 
a shortfall o f  tra f f i c  can lead to  a 
quick c e s s a t ion of their serv ice . With 
the track pur chase and rehab ilitat ion 
work funded by the s tate , the f ixed 
co s t s  of the operat ing company are 
reduced s ub s tant ially . Operat ions can 
b e  cont inued dur ing advers ity and 

service over rehab ilitated track is  
f as t er and more reliab le . 

Thes e features make shippers more 
op t imi s t ic about long term s ervice and 
encourage them to use rail s ervice and 
inve s t  in rail us ing facilities . Thus , 
the probab ility o f  suc ce s s  is  in­
crea s ed -- e sp ecially for a sho r t l ine 
operat ion . Owner ship o f  the l ines also 
means that , should the current operator 
wish to  dis con t inue service , ano ther 
operator can be emp loyed wi thout go ing 
through the long cycle of def erred 
maintenance ,  p oor s ervice , and ab andon­
ment . This  imp lied threat to employ a 
comp e t itor railroad may also encourage 
the current operator to  cont inue s erv­
ing the sys t em .  

Other pub l ic contribut ions 

S outh Dako ta ' s s tate government 
has done much to  p reserve rail l ines , 
re instate service on those deemed 
e s s ent ial , and inf luence the routing of 
traf f i c  to  s upport them . To increas e 
the l ikel ihood o f  having long- term 
s ervice and a p ermanent ly success ful 
rail p rogram ,  however , reduct ions in 
oper a t ing cos t s  and growth in rail 
traf f i c  should be encour aged . There 
are s everal ways in which s tate govern­
ment c an ass is t . 

Cos ts  might b e  reduced by ass ign­
ing the r espons ib i l i ty for cro s s ing s , 
s ignals , and weed control to the s tate 
h ighway department . Pur chas es o f  
mater ial and equipment might b e  incor­
porated wi th h ighway pur chas es . Real 
es tate and o ther t ax b urdens might be 
reduced . 

The s tate might provide legal and 
adminis trative as s is tance to shippers 
and lo cal governments which want to 
or ganize and support con t inued rail 
s ervice . State  government might also 
as s is t  in a t tracting new rail us ing 
indus try to locate on essent ial lines 
and in help ing exis t ing shippers to 
exp and the ir rail use . State indus trial 
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and agricul tural development agenc ies 
could as s is t  with ( 1 )  s i te lo cat ion 
and leas ing or ac qu i s i t ion ; ( 2 )  identi-­
f i cat ion and coord inat ion o f  p o tent ial 
s ources o f  f inancing ; ( 3 )  s t ate and 
l o c a l  t ax incen t ives ; ( 4 ) market 
analyses and f eas ib i l i ty s tudies ; ( 5 )  
and negotiat ion o f  rail rate and 
s ervice p rovi s ions . 

3 6  

While South Dako ta ' s effort in 
restruc turing its  rail sys tem mus t  b e  
j udged a s ucces s s o  far , long- term 
succes s is not guaranteed . The task o f  
encourag ing traf f i c  growth wi thout 
b enefi t  of a crisis atmo sphere may 
p rove more d i f f i cult  than the work 
ac comp lished so far . I t  may also  b e  
more decis ive . 
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