
 
 
  

Alongside the publication of AFPM’s new study, “The Fuel & Petrochemical Supply Chains: Moving the
Fuels & Products That Power Progress,” Flash Point interviewed leaders working on U.S. midstream
infrastructure issues. Today, we’re going to hear from Dan Elliot, former chairman of the U.S. Surface
Transportation Board as part a series highlighting the U.S. fuel and petrochemical supply chains.

The U.S. Surface Transportation Board (STB) maintains broad economic oversight of the freight railroad
industry, managing rate cases, construction projects, mergers and acquisitions, traffic interchanges and
line sales. Established in 1996, the STB succeeded the Interstate Commerce Commission (ICC) and
regulates pipeline carriers, trucking companies and water carriers as well.

AFPM: How did you become an authority on railroad regulations and economic matters?

Dan Elliott: I was the chairman of the Surface Transportation Board starting in 2009. I was appointed by
President Obama and confirmed by the senate, serving two terms, both in the Obama administration,
and I left the agency last September. During that time, I was the head of the agency as the economic
regulator of the freight railroads.

AFPM: Can you provide a scope of the current railroad infrastructure in the U.S. and its
importance to the refining and petrochemical industry?

Elliott: The freight rail industry has about 140,000 miles of privately owned infrastructure running
through 49 states. Obviously, Hawaii doesn’t have a big rail presence. I emphasize privately owned
because they own all their own lines – there’s no government ownership. Freight rail is very significant
to the stakeholders of AFPM. I think about nine percent of the total traffic that the railroads carry is from
your stakeholders. They are a huge customer, and, as a result, they are very important to the industry,
just as the railroads are very important to your people.

AFPM: What do you think the best investment is when it comes to rail infrastructure?

Elliott: I would look at what capacity issues the railroad has at the present time, forecast what’s going
to happen in the future, and attempt to grow on the lines where needed. I think Chicago is one place
where all railroads should take a look to make sure there is enough capacity. In the past, there have
been service problems as a result of limited availability through the Chicago Interchange. Generally, I
would just consider capacity. Freight is growing, and it’s only going to get bigger as time goes on. The
railroads are going to be called on to carry more and more traffic, and they have to be ready for the
growth, remaining ahead of the game so there aren’t service problems down the road.

AFPM: In your opinion, what are the challenges and leading policy issues facing rail shippers,
like refiners and petrochemical manufacturers?

Elliott: For refiners and petrochemical manufacturers, one of the main policy issues pending before the
board right now is reciprocal switching, which is a form of competitive access. If one of your refiners is
captive to a railroad, they might be able to introduce competition to that shipper which would help with
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rates and services.

Another issue is the complex rate case process at the Surface Transportation Board. Some of the plastic
resin manufacturers that travel on the railroads have brought rate cases but have not had much
success. Right now, the board is looking at federal ways to bring rate cases, and I think that’s very
important.

Lastly, there have been service issues over the last couple years which have impacted all rail shippers. I
think just addressing how those are dealt with by the STB is very important for all shippers. Those are
the main three issues that I see.

AFPM: Can you discuss the importance of different transportation modes and infrastructure as
they relate to the rail industry?

Elliott: Obviously, the railroads are one piece, but it’s all part of a total transportation network. Trucks
may take the last few miles, but rails are usually most competitive when the haul is 500 miles or longer.
Usually when the shipment gets closer to the destination, it can hand that off to a truck or take it to or
from a pipeline – it’s all inter-related. One shipment can involve various modes of transportation, so it’s
important that they are all coordinated and work together.
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