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Freight Transportation per Ton-Mile Index
Source: Bureau of Transportation Statistics Table 3-21: Average Freight Revenue Per Ton-mile (Current Cents)
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ACCESS PRICING IN THE
PRESENCE OF FORCED ACCESS

David Sappington
University of Florida
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Economists have been studying the optimal
pricing of mandated networ k accessfor many
years.

e Forced switching is effectively mandated
networ k access.
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Access pricesthat reflect the Efficient Component
Pricing Rule (ECPR) have consider able merit
when theretail price structure does not embody
monopoly rents.

« Thereisnoevidencethat Norfolk Southern’s
rate structure embodies monopoly rents.
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ECPR

The access price should reflect the railroad’s
full cost of supplying access.

Thefull cost isthe sum of the physical cost and
the opportunity cost of supplying access.

The opportunity cost isthereduction in
contribution to infrastructure costs the
regulated firm incursdueto forced access.




Three Primary Attributes of ECPR

1. ECPR helpsto promoterevenue adequacy.

The contribution formerly secured from serving a shipper is replaced by access
revenue from the railroad that now serves the shipper because of forced access.

2. ECPR encouragesthe supply of high-quality access.

Access prices that reflect the ECPR limit the financial 1oss from forced access,
which reduces the incentive that might otherwise prevail to limit access.

3. ECPR ensurescompetitive neutrality, and thusindustry
cost minimization.

Effectively “levelsthe playing field” by requiring the competing railroad to
deliver the prevailing contribution to overhead, thereby ensuring the competing
railroad can profitably secure a shipper’s patronage if and only if it can serve the
shipper at lower cost than the incumbent railroad.




Conclusion

|f forced switching isimposed in therailroad
Industry despite its many drawbacks, access prices
should reflect the ECPR.

e Simple cost-based access pricesare not
sufficient in the absence of monopoly rents.
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