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AUTHORITY AND INTEREST
The Szeretary of Agricultare s charged witk the resyonsibility under the Awpcicul ural

Acjustment Act o7 1038 end the Azreulural Marketing Act of 1946 to cepresent Cie lerests of

agricultural produsers and shippers in impreving transpertasion scrvices end faciities by, among
ather thinge. initiating and Harticipating in Surface “ransportation Board Board) proceedings
imvolving retes, charges, writts, practices, and services,

Cn April 8 2001, Canadian MNationa! Railweys (CNy and Wisconsin Cenerzl
Transpartztion Corparation (W filed a control and mezpe: application with <he Bearc,
recuest.ng tiat the application ke treated as o miner ttanzaction. On May &, 2001, the Board
accepted the applicaton fr censidzrazion as a miror fransactien

LThe Department of Agricuaure (JI32A) neither supports nor opposes this merger.
LEDA, Fowever, corcars witl, thz Buard®s ruling hat this merger should be classilied as 2 minor
traasaction since any anti-competitive elfecls will clearly be oucasiched by he transaction’s
contribution to the public interest inmeeting significant wansportaton pesds (49 C_F.R. § 1180.2
(b1l _SDA recognizes that many shispers will benefit fror this merger and that the nerger-
conditioned by the N agreement w.th the Mational Industrial T-anspertation League (NITL) -

will have few ciscernible competitive or service effects on chippers.!

' Tae CN-MIL agreement provides tar the prafection of mtez and services through sxisting WO
interzhanges with any rail carrizr, preservatian of snipper relief from botleneck rates (where a shipper
priar ©o che transaction would have been entitlad 10 the Buard’s "contract exception™), an o Ter o 2nter
inta scevice protection agreements with affeetec shippers, and the prom pt resoluticn of any cizputes by
armiraln.
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L&DA hac been concerned taat this Lansaction would adversey af7ect the transportation
of barley grown ir. North Dakota to breweries in Wisconsin Burliceion Northern Santa Fe
{3NS1) and Canadias Pacific (CP) currently compete for The tansportation of tis barley o the
Wiseonsin markets and interchanize with W to reach thzze marsets. [f the Buard includes -he
CN-NITL agreement az a condizion of the merge:, howover. these coacerns would Le ereai]y
alfevintad.

Farther based npen tae nearly Cawless integration of the Miris Central syatem inte the
CIN sysrem m 1999, LISDA does nol expect signilicant rail service disrustions due to this mergzr.
especialy since ON plars to nse # delibsrace step-by-step approach o integration. In 1dditior.
£ has stated that it is wiiling to guarantee shippers that rail service will be at less: as good as it
> curzenlly. Regarding the rail service guarariee. shippers, who are causionsly concamad. given
the way they heve beer. ucated by other railroacs enzaging in largs reil mergers. shou d ke
reassured by the terms o7 ON'5 ugrecment with the NITL. T additon. USDA recognizes the
servicr-ononted management of tie applicasts ard is aware ol he potential ceanomic
zlficienzies of this merzer.

Althouph USDA is not epposed to thiz merger, we do not sUpport 10 Cues to our Conscin:
regatding the continuing concentratior. in the rail transportation market, ‘This concent-ation, if
tnzkaend coule increase Lie bargaining-power disadvantage ol shippers aad smaller railroads
Thus. it te Baard approves this merzer applicazion, USDA requests that the Board condition the
mercer with the agreement tha: O sicned with the ML

Although the downstream effects of this merger could lezd to merensed rail competition
b e Midwest through tha creation of a third Cless [ railroad competing 10 the region, 11s 34
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alao 1z conserace that the downstrean elfects o this rierger could 12ac the 15, farther down the
path toward a Morth American railroad ducpoly, o1 lewd W Lie peerephic expansion of an
existing regzional rail monapaoly,

5DA%s pereral concern wita railroed mergers i recent veers aas been bused v Lhe
dechinz in the number of Class T railroads [=om 33 competing carriers i the carly 1980% 10wl
sewen today. This hag resulled i increased overall lavels of market concentmtior and sedvesd
corpetition in the eslroad mdastry which has affested ULS. agriculiure mose than ary cther
trdustrial sectns of the cowntry. While the Lep five railroads eriginated 57 percent of all ril o2ain
traftic in 1982, by 1995 this figrre had cl'mbed to 90 aercent, 3y 2000, the top five ralroads
ariginatzd nearly 98 percent of the 1.19 million carloads 51 gram Eauled by Class T railroads.
Sonilarly, assuming two railroad markets (one in the Ezstoard one in tre W2t the Herfiadahl-
Llirsekmen Tndex (T1H1) - a standand ineusure o concentration within & market — of the Esslemn
Class _ railroads mereased from 1,364 in 1980 W 4,297 in 1959, while the HHI of the Western
Class © railronds ‘nereased from 1.364 in 1980 t0 4.502 (0 19597 1105 i exzess o7 1800

ndicate a highly conceatratad ma-ker,

CONCLESION
J53A neithar supports ner apposes this merger. However, we request taat the Bourd, if it does

approve [1is merocr r.-'|.|:-.|T'|.'| catinn, coadiban o with tae agraement rade betweon O and the

*R. L. Ranks anc Assaciatas, [ne., North Aweericoan Hailway Restractaring arncd fnplicatios
Jor Merger Policy




NIIL, which should allevicte many shizper concerrs regarding sotential abuses of ralroad

merket power,

Ruspeetiully subritted.

e fé@&':

Fili Hewks

Lomier secristary

Markenng ard Heguarory Prograrms
U5 Department 2 Agricelture
Washington, LC 20250
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CERTIFICATE OF SELRVICE

The undersigned herehy co-rfies that on June 25, 2001, he caused ¢ copy of the
Department of Agricaliure’s commen s to be served first-class mzil, postage paic. o4 the
Secre.ary of the Unitad Staes Department of Transpertabion, the Attomzy Geaeral of the Unired
states, Punl Cunninghar, Esq.. Harking Cunningham, Wi liam € Sippel Esq.. Fletcher &

Sippel LLC, ard all other partes ol seeord in ST3 Finance Dockel No, 34000,

John AL 3atsen

Acting Program Marager
Transportation and Marketng Analvsis
Agrieuitural Masketiag Service




