SUPPLY CHAIN RISK MANAGEMENT

How Public Trust Becomes the Ultimate
Operational Constraint.

Beyond efficiency gains: what infrastructure mergers really require to get approved and stay

running.

supply chain risk - regulatory compliance - merger integration - public trust

The newsletter for operations leaders who understand that operational efficiency is only half the equation.

The Merger Promise vs. The Reality Check

In the world of heavy infrastructure—specifically when we look at massive railway mergers like those
between Union Pacific and NS—the pitch is almost always centered on efficiency. Executives point to

"streamlined corridors," "optimized switching yards," and "reduced redundant trackage" as the primary

drivers for consolidation. They talk about economies of scale as if they are the only metrics that matter.

But there is a fundamental truth that often gets lost in the boardroom: Efficiency is not a substitute for

legitimacy.

In rail, you aren't just moving freight across a map; you are operating through communities, over local
land, and under public scrutiny. A merger might make sense on a spreadsheet because it reduces
overhead by ten percent, but if that same merger creates uncertainty about track safety, noise levels, or
local transit reliability, the "efficiency" becomes irrelevant. The reality is that for an infrastructure
project to survive long-term, it must move beyond being economically viable to becoming socially



acceptable. If you only focus on the internal mechanics of how much faster a train can move from point
A to B, you are ignoring the external friction of whether anyone actually wants that train moving
through their backyard at 3:00 AM.

Naming the Failure: The Compliance Illusion

We often see organizations fall into what I call The Compliance Illusion. This is the mistaken belief
that meeting a regulatory requirement—checking a box on a government form or securing a minimum

permit—is the same thing as earning public trust.

In this state, the leadership believes that because they have "cleared" the legal hurdles of a merger, the
project is safe. They think that by submitting the required environmental impact studies and meeting the

basic safety mandates, they have won. This isn't true. Compliance is the floor; it is not the ceiling.

A permit allows you to build, but trust ensures people don't protest when the construction starts. The
difference between these two states is the difference between a project that moves forward and one that
gets tied up in years of litigation and local opposition. When we mistake "legal permission" for "social
license," we are essentially building our operations on a foundation of paper rather than a foundation of
commitment. You aren't just avoiding a fine; you are attempting to build a long-term operational reality.
If the community feels like they were sold a lie about what happens after the merger, no amount of

paperwork will fix that trust gap later.

Why This Crisis Persists (The Customer Commitment Gap)

The reason these issues persist is rarely due to a lack of engineering capability. The engineers know how
to move trains; the operators know how to maintain trackage. The problem is actually a Customer
Commitment Gap. This occurs when the internal goals of the company are disconnected from the

external promises made to the people who live along the line.

The organization assumes that "the system" will work because it works for them internally, while the
public sees only their own specific concerns—noise, safety, or local access. We can see this gap clearly
when we compare what leadership thinks they are doing versus what is actually happening on the

ground:

The Corporate Rationalization The Operational Reality

"We are streamlining operations to improve Local residents feel like their neighborhood's safety is being traded
regional logistics." for corporate profit.

"The merger will eventually stabilize service = Small-town commuters see a 20% increase in freight traffic with no

schedules." change to passenger windows.

"Compliance documents have been filed and =~ The community feels ignored because there is no local point of

approved." contact for issues after the deal closes.



When these two columns don't align, you aren't just facing a PR problem; you are facing an operational
risk where your ability to move cargo becomes dependent on the patience of people who feel like they

were sidelined during the "efficiency” phase.

What It Costs to Pretend You're Fine

There is a high cost to ignoring these gaps and pretending that compliance is enough. When we choose
the easy path—the one that avoids difficult conversations with community leaders or local stakeholders

today—we are just deferring a much larger, more expensive conflict for tomorrow.

The costs of this "deferment" manifest in three ways:

1. Regulatory Friction: When trust isn't built early, every new permit becomes a battleground.
Every expansion of trackage or upgrade to a switch becomes an opportunity for someone to
say "no," leading to months of delays that stall progress and inflate costs.

2. Litigation Drag: If the public feels lied to about what the merger entails, they will seek
redress in court. A lawsuit can freeze operations overnight, regardless of how efficient your

new logistics plan is.

3. Loss of Social License: This is the most dangerous cost. It is the slow erosion of goodwill.
When a company loses its "license" with the community, it becomes much harder to get
anything done quickly. Every move becomes a negotiation; every change requires a public

hearing.

The avoided conversation today is a debt that accrues interest in the form of delays and legal fees later.
It is often easier to ignore a local concern than to address it, but ignoring it means you are essentially

choosing to pay for your "convenience" with future time and money.

Building Trust Into the Operating System: Three Commitments

To move past this, trust cannot be a marketing campaign; it must be part of the operating system. You
need to bake these commitments into the actual business plan so that they are measurable by the people
on the floor, not just the lawyers in the office.

1. Verifiable Service Standards: Instead of promising "better service," define what that means
for the local community. If a merger is meant to improve reliability, create specific metrics for
noise abatement or local track safety and report them publicly. These shouldn't be internal
goals; they should be visible on the dashboard.

2. Proactive Transparency Logs: Don't wait for someone to complain about a construction
delay or a loud engine. Create a public-facing "status" system—something as simple as a
community board or an online portal where residents can see what is happening in their
specific corridor and who they can call if something isn't right.

3. Dedicated Local Liaison Roles: Ensure that the people on the ground have a direct line to

someone whose only job is local relations. This person shouldn't be a PR rep; they should be



an operator who understands the trackage but also knows how to talk to a concerned neighbor.

They are your "sensor" for identifying issues before they turn into lawsuits.

Actionable Steps for Your Next Gemba Walk

When you walk the line, don't just look at the tracks and the signals; look at the points of contact

between your operation and the public. You can start making these shifts this week:

o Audit the Signage: Look at every sign posted near crossing gates or along fences. Is it clear?
Does it provide a local number for issues, or does it just point to a corporate headquarters
thousands of miles away?

¢ Review Local SLAs: Sit down with your operations team and look at the Service Level
Agreements you have with nearby municipalities. Are they being met, or are we "hoping" that
things stay quiet enough that no one complains?

¢ Identify Friction Points: Walk to the nearest crossing where locals gather or live. Is there a
recurring issue—dust, noise, or safety concerns—that your team has identified but hasn't yet
addressed with a permanent fix?

¢ Update Your Reporting: Ask your dispatchers and yard masters what complaints they hear
most often from local residents. If they are hearing the same complaint every week, it’s no

longer an isolated incident; it’s a system failure in our commitment to the community.

The Path Forward: From Transactional to Transformational Integration

The ultimate goal of any merger—whether it's two rail lines or two manufacturing plants—is not just to
combine assets but to create something that can sustain itself for decades. A "transactional" integration
is one where you simply move the equipment, merge the payrolls, and hope the new entity functions

smoothly because the math works. It’s a focus on what we get from the deal.

A "transformational" integration is different. It focuses on what we build with the deal. In this model,
success isn't just measured by lower costs per ton-mile; it's measured by the stability of our operations

because they are rooted in a shared commitment to the communities we serve.

When you move from transaction to transformation, you stop viewing community concerns as
"obstacles" and start seeing them as vital feedback for your operating system. You recognize that if the
people living along your tracks don't believe in the merger, then the merger isn't actually complete. True
integration is only achieved when the operational goals of the company and the safety/comfort
requirements of the public are no longer at odds, but are instead woven into a single, coherent plan for

moving forward.

Call to Action

What regulatory or social pressure point is currently limiting your operational upside? Share your
thoughts below; I'd love to hear what you’re wrestling with this week.
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