
SULTAN CITY COUNCIL  
AGENDA ITEM COVER SHEET 

 
ITEM NO: D-3 
  
DATE:  February 25, 2010 
 
SUBJECT:  GO21 Federal Railroad Legislation - Request for Support  
 
CONTACT PERSON: Deborah Knight, City Administrator  
 
 
ISSUE: 
 
The issue before the city council is to consider sending a letter to Congressman Rick 
Larson (Attachment A) opposing any changes to the Staggers Rail Act and supporting the 
Freight Rail Infrastructure Capacity Expansion Act of 2009. 
 
STAFF RECOMMENDATION: 
 

1. Review the materials provided by the Go21 organization (Attachment B) 
regarding the Staggers Act and tax credit legislation for railroad infrastructure 
investment. 

2. Discuss the draft letter to Congressman Rick Larson submitted to the city by the 
Go21 organization for the mayor’s signature.   

3. Provide direction to staff on whether to prepare a letter to Congressman Larson 
for the mayor’s signature. 

 
SUMMARY: 
 
In January, Joseph Hughes with the GO21 organization approached the mayor, city 
council members and city staff requesting support for the Freight Rail Infrastructure 
Capacity Expansion Act of 2009 and opposition to the Staggers Rail Act.  Mr. Hughes 
has asked the city to send a version of the attached letter to Congressman Rick Larson 
opposing any changes to the Staggers Act and supporting the Freight Rail Infrastructure 
Capacity Expansion Act of 2009.   
 
The city council should discuss the pros and cons of the Mr. Hughes’ request before 
taking action.   
 

Page 1 of 4 
 



DISCUSSION: 
 
Staggers Rail Act 
The Staggers Rail Act of 1980 signed into law by President Carter, deregulated the 
American railroad industry (to a significant extent) and replaced the regulatory structure 
that existed since the 1887 Interstate Commerce Act.1 
The Staggers Act eliminated many of the most damaging regulations that hindered 
efficient, cost-effective freight rail service. Among other things, Staggers: 
 

• Allowed railroads to base their rates on market demand; 
• Allowed railroads and shippers to enter into confidential contracts; 
• Streamlined procedures for the sale of rail lines to new short line railroads; 
• Explicitly recognized railroads’ need to earn adequate revenues; and 
• Expanded federal authority to exempt categories of traffic from regulation if it was 

not needed to protect shippers from an abuse of railroad market power. (For 
example, traffic that could easily be carried by truck could be exempted.) 

 
Under Staggers, regulators retained authority to protect shippers against unreasonable 
railroad conduct, and regulators still have this authority today. This ensures that freight 
rail is fair and competitive, and that railroads are held accountable for their actions. 
 
Studies of the rail industry showed dramatic benefits for both railroads and their users 
from deregulation. According to the Department of Transportation's Freight 
Management and Operations section's studies, railroad industry costs and prices were 
halved over a ten year period, the railroads reversed their historic loss of traffic (as 
measured by ton-miles) to the trucking industry, and railroad industry profits began to 
recover after decades of low profits and widespread railroad insolvencies.   
 
A Department of Transportation comprehensive study detailing effects of rail 
deregulation on railroads found transport deregulation over all transport modes reduced 
distribution costs in the United States from about 14% of gross domestic product to 
under 11%.   
 
Railroads are stronger financially. Return on investment, which had been falling for 
decades, rose to 4.4 percent in the 1980s, 7.0 percent in the 1990s, and 8.0 percent 
from 2000 to 2008. 
 
Shippers and various organizations that represent shippers, complain that rail rates are 
not always reasonable and that the federal oversight agency’s complain process is time 
consuming, costly, and complex.  Few rates are successfully challenged.  In addition, 
shippers have experienced widely publicized short-term service disruptions as the result 
of railroad mergers. However, the general consensus is deregulation has been good for 
both shippers and haulers.2 
                                                      
1 http://en.wikipedia.org/wiki/Staggers_Rail_Act 
2 The Success of the Staggers Rail Act of 1980 http://www.brookings.edu/papers/2005/10_railact_winston.aspx 
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Freight Rail Infrastructure Capacity Expansion Act of 2009 (FRICEA) 
 
The individual provisions of FRICEA make two main changes to the tax liability of firms: 
the addition of a tax credit for “qualified freight rail infrastructure” and “qualified 
locomotive property,” and a change to tax expensing rules.   
 
FRICEA creates a tax credit worth 25% of the amount a firm spends on qualified freight 
rail infrastructure, including track, rail yards, and other infrastructure and qualified 
locomotive property including locomotives that meet certain environmental standards 
and which add to the firm’s overall locomotive horsepower.   
 
The rationale behind the proposed tax credit is that railroads, unlike the trucking 
industry, own all of the track, signaling equipment, and rail yards required to run their 
operations.  By contrast, the Federal Highway Administration estimates that large trucks 
pay fewer than 80 percent of the costs associated with their road use.  Trucks pay for 
their infrastructure through user fees, while the railroads own their infrastructure 
outright.  This means that while taxpayers bear all the risk of building infrastructure that 
ends up being under used, the railroads bear the entire “location risk” of their 
infrastructure.   
 
An analysis by Anderson Economic Group found that FRICEA unnecessarily 
encourages investment that would likely have happened without incentives, promotes 
investments that may come at the expense of safety-enhancements that do not qualify 
for financial incentives under FRICEA, and allows inefficient tax-avoidance behavior. 
However, it also finds that under certain conditions, FRICEA may promote the 
enhancement of rail safety as well.3 
 
Anderson Economic Group also reported, “FRICEA will affect the long-haul trucking 
industry through its effect on rail industry prices.  Where the trucking and freight 
industries directly compete, FRICEA will give the freight rail industry an advantage over 
the trucking industry.  This is especially true in areas where freight rail companies could 
add infrastructure to create new or increased competition.”  The analysis further noted, 
only a fraction of goods are subject to direct competition between freight rail and 
trucking companies limiting competitive impacts.   
 
Unlike trucking, the marine shipping industry does not compete directly with fright rail.  
Any increase in the freight rail industry’s capacity, efficiency, and safety is likely to help 
the marine shipping industry.  This is because most goods that arrive in port are 
transported by rail.  Ports are likely to increase investment in “intermodal facilities” to 
facilitate increased capacity for the transfer of shipping containers from ships to rail.   
 
FISCAL IMPACT:  

                                                      
3 
http://www.andersoneconomicgroup.com/Publications/Detail/tabid/125/articleType/ArticleView/articleId/7099/Eco
nomic-Impact-Freight-Rail-Infrastructure-Capacity-Expansion-Act-FRICEA.aspx 
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There is no direct fiscal impact on the city’s budget or financial condition as a result of a 
decision to support or oppose either the Staggers Act or FRICEA. 
 
ALTERNATIVES: 
 

1. Review the materials presented, ask questions, and direct staff to prepare a letter 
to Congressman Rick Larson for the mayor’s signature.  This action implies the 
city council has reached consensus on opposing changes to the Staggers Act 
and/or supporting FRICEA. 

2. Review the materials presented, ask questions and direct staff to take no action.  
This alternative implies the council has not reached consensus and is not 
prepared to write a letter to Congressman Larson outlining the city’s position on 
the proposed legislation.   

 
RECOMMENDED ACTION:   
 

1. Review the materials provided by the Go21 organization (Attachment B) 
regarding the Staggers Act and tax credit legislation for railroad infrastructure 
investment. 

2. Discuss the draft letter to Congressman Rick Larson submitted to the city by the 
Go21 organization for the mayor’s signature.   

3. Provide direction to staff on whether to prepare a letter to Congressman Larson 
for the mayor’s signature. 

  
ATTACHMENTS 
 
A – Sample letter to Congressman Larson 
B – Go21 materials 



January 20, 2009 
 
The Honorable Rick Larsen 
United States House of Representatives 
108 Cannon House Office Building 
Washington, DC 20515 
 
Dear Representative Larsen: 
 
As the Mayor of Sultan, I am keenly aware that infrastructure development is critical to a 
community’s economic development. Rural areas often have the greatest need and the least 
capacity to pay for such improvements. In order for rural Washington to prosper, securing a long 
term investment for all modes of transportation infrastructure must be a priority. Rail 
infrastructure in particular needs public policy that is well thought out and provides for the 
growth of this critical transportation alternative. 
 
The Staggers Rail Act of 1980 created a sensible and balanced approach to addressing the 
needs of shippers and the railroads ability to operate effectively. Some members of Congress 
have proposed returning to the heavy bureaucratic oversight environment that existed prior to 
Staggers. Please oppose any changes in federal law that would undermine today’s balanced 
regulation of railroads. 
 
In order to handle the massive increase in freight traffic that is anticipated over the next 20 
years, America’s freight rail system needs to grow.  The Freight Rail Infrastructure Capacity 
Expansion Act of 2009 would increase investment in new rail capacity by providing a 25% 
federal tax credit for intermodal facilities and expanded capacity on freight rail infrastructure.  
From an economic development stand point this legislation should also help rural communities 
compete in attracting employers and creating much needed jobs. 
 
Please oppose efforts to overturn the balanced regulation of the Staggers Act and support the 
Freight Rail Infrastructure Capacity Act of 2009. 
 
 
Regards, 
 
 
 
Carolyn Eslick 
Mayor, City of Sultan 
319 Main Street  
Sultan, WA 98294-1199 
 

 


























