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increase may be attributed to a change in 
the funding formula for administrative costs. 

The Child Nutrition Amendments of 
1978 require that 20 percent of the total 
funds, excluding those funds set aside for 
program evaluation, be made available for 
State and local administrative expenses 
associated with WIC program operations. 
An October 1980 provision allows State 
agencies with excessive administrative 
expenses to receive additional administra
tive funds. In fiscal year 1981, 12 State 
agencies were granted funding increases. 

Foods are also donated to low-income 
mothers and young children who do not 
participate in the WIC program, under the 
Commodity Supplemental Food Program 
(CSFP). (For a description of the two pro
grams see NFR-17, Fall 1981.) Average par
ticipation in the CSFP rose by 4.5 percent 
between the first three months of 1981 and 
the same period in 1982-from 115,905 to 
121,142. Greater amounts of commodities 
have been made available through the pro
gram, thereby increasing the number of 
persons that can participate. Greater partic
ipation in the Commodity Supplemental 
Food Program resulted in a slight increase 
in program expenditures of $100,000 from 
the first quarter of 1981 to $6. 3 million in 
the first quarter of 1982. 

The most startling reductions in program 
size occurred in the Special Milk Program 
(SMP). The Omnibus Reconciliation Act of 
1981 limits participation in the SMP to 
schools which do not participate in a meal 
service program authorized - under the 
National School Lunch Act or Child Nutri
tion Act of 1966. As a result, the number of 
schools offering the program was reduced 
from 84,488 in March I 98 I to 6,773 in 
March 1982. The number of half pints of 
milk served in schools fell from 507 million 
in the first quarter of 1981 to 59.6 million in 
the first quarter of 1982. The number served 
in child care institutions showed only a 
small decline during the same period-from 
673,000 to 591,500. Federal expenditures 
for the SMP were reduced from $34.2 mil
lion in the first three months of 1981 to 
$5.7 million in the same period in 1982. ■
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Impacts of the 
Staggers Rail Act 
T.Q. Hutchinson 
(202) 447-8707

T
he Staggers Rail Act of 1980 sub
stantially revised the regulatory cli

mate for U.S. railroads. While this act is 
still being interpreted by the Interstate 
Commerce Commission (ICC), it has already 
altered the mi.x of transport services avail
able to food and commodity shippers due 
mostly to provisions of the act concerning 
rail line abandonment. Also, railroads now 
have greater freedom in setting rates and can 
enter into shipping contracts with individual 
shippers. 

Prior to the Staggers Act, railroads nor
mally sought ICC approval for freight rate 
increases based on actual costs experienced 
in prior months. But, as costs continued to 
increase, rates tended to lag behind. To 
eliminate this problem, the ICC developed 
an inde x method of determining costs. The 
Rail Cost Recovery Index combines the 
actual costs of the past quarter with any 
anticipated cost increases for the next quar
ter. If the inde.x forecasts an increase, rail
roads are permitted, although not required, 
to raise their published rates by the indi
cated percentage. However, if a decrease is 
forecast, railroads are not required to drop 
their rates. 

For example, in January 1982, the Rail 
Cost Recovery Index indicated an increase 
in first-quarter expenses of 4. 7 percent. 
Most railroads boosted freight rates for 
grain by that percentage and increased 
other shipping rates as well. Average rates 
for manufactured food products increased 
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by 4.1 percent; all commodities (farm and 
nonfarm) by 3.6 percent; and farm prod
ucts by 4.2 percent. However, when a 
2-percent decline in costs was forecast for
the second quarter of 1982, railroads did
not institute widespread reductions.

In all but one of the years 1975 to 1981, 
rail rates increased more rapidly than the 
Consumer Price Index (CPI), a commonly 
used measure of cost increases. Rate in
creases were greater both immediately before 
and after passage of the Staggers Act. In 
1979, rates increased 27 percent more than 
the CPI: they were 25 percent higher in 
1980 (the year Staggers became law) and 
were 46 percent more in 1981. Generally, 
the annual shipping rate increases for food 
and farm commodities exceeded the average 
increases for all rates. 

The Staggers Act also permits railroads 
to offer short-term discounts to shippers. 
Throughout 1981 and continuing into 1982, 
grain shippers received substantial discounts 
on specific routes for periods of 30 to 90 days 
when surpluses of rail cars existed. 

Some shippers find fault with this practice, 
however, since the lack of uniformity and 
rate instability make it difficult to deter
mine the least costly route to a particular 
rlestination. Such shippers may be inter
ested in using contracts, now possible 
because the Staggers Act specifically allows 
railroads to enter into contracts with indi
vidual shippers. On March I, 1982, IOI con
tracts for food and agriculture were in 

Table 1. Increase In Annual Consumer Price Index and Average Rail Rates 

Index 1975 1976 1977 1978 1979 1980 1981 
Percent of increase 

Consumer Price Index 9.1 5.8 6.4 7.6 11.2 13.5 10.4 
Commodity groups: 

All rates 13.2 10.2 6.7 7.0 14.2 16.9 15.1 
Farm products 13.6 10.7 4.7 7.1 15.1 16.8 14.2 
Grain 19.1 15.8 
Food products 13.2 9.8 5.5 7.5 13.9 18.3 16.4 

- not available 

Source. Bureau of Labor Statistics. U.S. Department of Labor 
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effect: 45 for grain, 49 for food products, 5 

for fertilizer materials, and 2 for animal 

feed. These contracts offer relatively low 

charges for large-volume shipments of 25 to 

100 cars. 

Contracts are also made for smaller 

shipments but these are always limited to 

those on heavily-traveled routes. A major

ity of contracts involving food products 

apply to bulk items such as sugar, flour, 

and cooking oil, but several have been 

made for canned food. 

The result of the rate and contract regula

tions is a two-level rate structure. Frequent, 

large-volume shipments have relatively low 

contract rates, while small shipments and 

those to remote points move at higher rates. 

Although Federal regulation of railroads 

has always included provisions that allowed 

unprofitable branch lines to be retired from 

service, the formal abandonment proce

dures conducted by the ICC set no time 

tables. As a result, some abandonments 

were tied up in expensive regulatory compli

ance problems for more than 10 years. This 

caused railroads to continue operating 

unprofitable lines or to simply not use parts 

of their lines, without formally abandoning 

them. Despite this, total rail line mileage 

has steadily declined over the past five 

decades (see table 2). 

Although the Staggers Act did not signif

icantly change the standards for abandon

ment, it imposed time limits on the various 

required proceedings. Uncontested applica

tions now must be decided by the ICC 

within 75 days, and no more than 255 days 

can elapse between the filing date and final 

decision date for most other applications. 

As a result, the pace of applications for 

abandonments has increased. 

In the 18 months prior to enactment of 

the Staggers Act, abandonment applica

tions were filed for 7,421 miles of rail line 

(table 3). Since 3,684 miles were due to the 

bankruptcy of the Milwaukee Railroad, the 

remaining 3,737 miles can be attributed to 

normal abandonment procedures. In the 

18 months foiling passage of the Staggers 

Act, abandonment applications for 6,581 

miles were filed. Of these, 2,117 miles prob

ably resulted from passage of the Northeast 

Rail Service Act of 198 I, dealing chiefly 
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Table 2. Railroad Line Mileage, Average Annual Miles Lost, 

1929-79, Selected Years 

Average line 

mileage lost 

Year Line mileage per year 1 

1929 249,433 

1939 235,064 1,437 

1947 225,806 1,157 

1955 220,670 642 

1965 211,925 874 

1975 199,126 1,280 

1979 184,500 3,656 

1982 3,2712 

- not available 

;Rail line �ost through ban.kruptcies and abandoments over_the intervening years. 
Actual miles abandoned 1n 14 selected States during the first quarter. 

Source: Association of American Railroads and USDA's Office of Transportation. 

Table 3. Rail Line Abandonments 

Filed During Selected 3-Month Intervals, 1979-82 

Intervals 

5/1/79-7/31/79 

8/1 /79-10/31 /79 

11 /1 /79-1 /31 /80 

2/1 /80-4/30/80 

5/1/81-7/31/80 

8/1/80-10/31 /80 

11/1/80-1/31/81 

2/1 /81-4/30/81 

5/1/81-7/31/81 

8/1/81-10/31 /81 

11/1 /81-1 /31 /82 

2/1 /82-4/30/82 

Source: USDA's Office of Transportation. 

with CONRAIL. Thus, abandonment 

requests for 4,464 miles could be directly 

attributed to the Staggers Act provisions, a 

62-percent increase over the prior 18-month

period.

Many of the lines for which applications 

have been filed are not main railroad lines 

but branches. While branch-line abandon

ment applications are not expected to con

tinue indefinately at the current rate, there 

is no indication that filings will decline this 

year. 

All railroads 

Miles 

358 

2,267 

635 

2,206 

949 

1,006 

675 

759 

926 

1,033 

2,731 

457 

While these eliminations of unprofitable 

assets have strengthened the finances of the 

railroads, they also reduce intermodal com

petition and availability of rail service to 

some farm commodities. The abandonments 

can also be expected to increase distribution 

costs for input suppliers and commodity 

shippers located on abandoned lines. Loss 

of rail services to an individual shipper or 

receiver generally results in the use of rela

tively costly truck service. ■

National Food Review 


