
108
Responsibility Down the Line

“We will honor all voices in our corporation. The truth can arise from 
anywhere and anyone, and we’ll hear everyone in this process.”
LARRY OWEN, CEO, Black Hills Corporation 
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6
The completion of the Wyodak plant gave Black 
Hills Power and Light breathing space going 
into the 1980s. With strong cash flows and a 
welcome slowdown in inflation and interest 
rates, the company focused on diversifying 
into new lines of business. Understanding the 
sources of competitive advantage in different 
industries and markets wasn’t easy. Success was 
often coupled with disappointment. A period 
of almost naïve experimentation taught the 
company’s leaders useful lessons.

RESPONSIBILTY 
DOWN THE LINE
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Larry Owen was not an engineer and he had 
not spent his entire career in the utility industry. 
In this sense, he was very different from his 
predecessors — Ben French, Neil Simpson and 
Bob Asheim. Born in Lincoln, Nebraska on New 
Year’s Day in 1928, Owen served as a hospital 
corpsman in the United States Navy during 
World War II. After the war, he attended the 
University of Nebraska and graduated with a 
degree in business administration. He worked 
for two years as a management trainee with J. 
C. Penney. Over the next 17 years he worked 
for various Chambers of Commerce. In 1956 
he became manager of the Rapid City Chamber 
where he associated closely with Neil Simpson 
and Bob Asheim. He resigned from this position 
in 1966 to become the executive vice president 
of the Chamber of Commerce in Cedar Rapids, 
but returned to the Black Hills after a couple of 
years. In 1970, he was named vice president of 
marketing for Black Hills Power and Light.

A tall man with high energy and a big laugh, 
Owen was a breath of fresh air to many 
employees. Given his background in business 
management and civic affairs, it was natural that 
he focused on Black Hills Power and Light’s 
culture and organization. It was also natural that 

he worked to build bridges to the community. 
For a number of reasons, he was the right person 
for the moment. The 1970s, after all, had taken 
its toll on external relations. Inflation-driven rate 
increases had not endeared the company to the 
average consumer. Tight budgets had limited 
raises and salary increases and hurt employee 
morale. Owen wanted to change the culture.

Soon after taking over, he began a corporate 
reorganization. He expanded the administrative 
staff and worked to create a culture of teamwork, 
pushing decision-making closer to the line. He 
hosted all-day quarterly management meetings 
at the Alex Johnson in Rapid City, allowing 
people from different parts of the organization 
to get to know one another better. In speeches 
to employees and others in the industry he said, 
“We will honor all voices in our corporation. The 
truth can arise from anywhere, anyone, and we’ll 
hear everyone in this process. None of us claims 
to have the perfect vision for [the company.]”

Owen not only encouraged employees to ask 
questions, he suggested it was their obligation 
to do so. Under his leadership the company 
began to share more information, including 
financial results, with employees. Supervisors 

were brought into the budgeting process. The 
new expectations “changed a lot of middle 
management people,” said Jim Emery, who was a 
regional manager for the southern Black Hills at 
the time. “Before that, lots of people thought you 
weren’t supposed to do anything until someone 
told you to do it. Then, under Larry Owen, you 

Larry Owen became president and CEO in 1980. As 
a leader, he tried to empower employees and build 
stronger teams throughout the company.



went to work thinking you’re the one that’s going 
to make it happen.”

As part of that cultural transformation, Owen 
also promoted the idea that relationships 
between employees and the company were a 
two-way street: If employees worked hard for 
the company’s success, the company would take 
care of its people. He pushed for the creation of 
the Employee Assistance Program (EAP) to help 
workers cope with personal and family issues.

Owen also had a different philosophy when it 
came to public relations. His predecessors had 
sometimes micro-managed information given 
to the media. Larry told Joe Rovere, “Just get to 
them in a hurry.” He wanted the media to believe 
that the company was accessible and open. He 
called Rovere his “one-man army.”

BACK TO THE TABLE WITH PACIFIC
As they were designing and building the Wyodak 
plant, Pacific Power and Black Hills Power and 
Light had anticipated the construction of a 
second 330 MW plant on the site. Facilities that 
might be shared, including the water treatment 
system and the environmental ponds, were built 

large enough to handle both plants. By the time 
Wyodak was completed in 1978, however, “the 
world had changed,” said Dan Landguth. In the 
wake of the energy crisis, demand in some parts 
of the country had dropped. Pacific Power 
decided it no longer needed another plant. 

Black Hills Power and Light faced a different 
situation. The company was already operating at 
near peak capacity. To keep pace with demand, 
inefficient plants such as Kirk had to be nursed 
along. With Pacific out of the picture, Black 
Hills Power and Light announced in 1978 that 
it would begin permitting and design for a new 
100 MW coal-fired unit at Osage. The following 
year, the company announced that it expected 
to complete construction of the plant by the 
end of 1984. In the interim, the company would 
have to purchase power from other suppliers to 
meet the needs of its customers.

In the meantime, Pacific Power had a change 
of heart. Even as Black Hills Power and Light 
moved forward on the Osage project, the two 
companies began negotiating to build the second 
330 MW plant at Wyodak. In 1980, they secured 
permits for the plant and worked on a coal 
supply agreement. Larry Owen told shareholders 

in early 1981 that Black Hills Power and Light  
“expects to have a 20 percent interest” in the 
new facility, and that if negotiations between the 
two companies went well, construction would 
start before the end of the year with completion 
scheduled for late 1986. 

Wyodak’s Rick Stainbrook used his rock climbing 
skills to inspect the high wall of the coal seam in 
1982. The company’s coal production increased as it 
signed delivery contracts with a growing number of 
external customers.
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As these conversations progressed in 1981, Black 
Hills Power and Light was reluctant to write off 
the $1.3 million that had been spent designing 
and permitting the Osage plant, particularly 
if there was a chance that Pacific Power might 
back out of the project again. To guarantee that 
Wyodak II would move forward, Black Hills 

Power and Light General Counsel David Morrill 
negotiated a coal contract requiring Pacific Power 
to buy Wyodak coal, even if the new plant did not 
get built. Under the provisions of the agreement 
signed in 1981, Wyodak promised to deliver, 
and Pacific Power promised to take, 50 million 
tons of coal as a fuel supply for the new plant. If 
the plant was not built, Pacific Power agreed to 
still take 40 million tons to be used elsewhere. 
In that case, Pacific Power would have to build 
a train load out facility at the mine to be able to 
carry the coal to their facilities. The agreement 
also included an increase in the price of coal 
and other amendments to the original Wyodak 
I plant coal contract. With this agreement in 
hand, Black Hills Power and Light wrote off the 
cost of developing the proposed Osage plant. 

Despite the agreement, Pacific Power delayed 
design and construction of the new plant. In 
1980 the company was facing challenges that 
made it difficult to commit to building a new 
plant at Wyodak. Regulators in Montana were 
resisting the idea of allowing all of the cost of 
Pacific Power’s new plant at Colstrip into the 
rate base. The burden to shareholders of carrying 
these costs restricted Pacific Power’s ability to 
raise new investment capital. Given this situation, 

Pacific Power soon made it clear that it would 
be a while before it would be ready to commit 
to the construction of another major joint plant. 
In February 1982 Larry Owen told Black Hills 
Power and Light shareholders that the project 
would be delayed for several years.

Pacific Power’s reluctance presented Black Hills 
Power and Light with challenges. Demand 
for power continued to grow. The company 
preferred the economies of scale of building a 
larger plant and sharing the costs with someone, 
but if that option didn’t work, “we’ll either have 
to find another power source,” Joe Rovere told 
employees, “or build it ourselves.” 

In 1983, the two companies struck a deal that 
seemed to solve problems for both. Under the 
terms of a 40-year agreement, Pacific Power 
agreed to provide 75 MW of electric capacity 
and associated energy to Black Hills Power 
and Light, anticipating that this power would 
come from its generating plants near Colstrip, 
Montana – another mine mouth operation. 
The deal gave Black Hills Power and Light a 
50 percent increase in its base load generation. 
Phased in 15 MW increments over five years, 
the agreement also allowed Black Hills Power to 

A coal train headed for Nebraska. Under a new coal 
purchase agreement, Wyodak began shipping nearly 
150,000 tons of coal a year to the city of Grand 
Island in 1982.



meet its anticipated growth in electric demand.
The contract also addressed a number of other 
issues for both companies. It gave Pacific Power 
the ability to remove the associated capital costs 
for the Colstrip plant from the Montana rate 
base which made regulators and ratepayers in 
Montana happy. Pacific Power agreed to allow 
Black Hills Power and Light to transmit up to 
50 MW of power over Pacific Power’s system to 
the west. This meant that Black Hills Power and 
Light had a new opportunity to be a wholesale 
provider in west coast markets. To reach these 
potential customers, however, Black Hills Power 
and Light had to grow its generating capacity, 
and that demanded new capital.

STOCK LISTED ON THE BIG BOARD
Raising money to finance the construction 
of the Wyodak plant in the 1970s, had taught 
Black Hills Power and Light executives a 
powerful lesson. They needed to strengthen 
their position in the nation’s capital markets. 
They would not always be able to rely on the 
coattails of a bigger partner like Pacific Power. 
In the late 1970s, the company’s officers began 
making regular trips to New York, Boston, and 
Philadelphia to visit with investment managers 

and analysts “to keep them abreast of what was 
going on in the company,” said Rovere.

The company increased its visibility on Wall 
Street considerably in 1980 when it was listed on 
the New York Stock Exchange. Unfortunately, 
a listing on “the big board” did not help the 
company’s share price. From the fall of 1980 
through the end of 1981 the value of the company’s 
shares fell, as did the stock prices of many other 
electric utilities. Although earnings were up, they 
weren’t keeping pace with the returns offered by 
other investments in the marketplace. Inflation, 
increasing capital requirements, and regulatory 
delays kept companies such as Black Hills Power 
and Light from reaching the total return allowed 
them by regulators. As a result, throughout 1981 
the company’s market price was only about 90 
percent of its book value.

The company’s stock price turned around in 
1982 and began to rise dramatically from a low 
of about $22 a share to a peak of $34 a share in 
the fourth quarter of that year. This appreciation 
reflected the completion of Wyodak and the 
new cash flows associated with its successful 
operation. Flush with cash and endeavoring to 
find new investment opportunities that would 

RECLAMATION AT WYODAK
As coal beds were exhausted, Wyodak began 
the process of reclaiming the landscape. As 
early as 1969 the company experimented with 
reclamation techniques in the South Pit. These 
efforts continued through the 1970s. Millions 
of yards of fill material were dumped into the 
excavated site. Thousands of yards of soil were 
spread over the top. Planting followed. The 
company experimented with various grasses to 
find the hardiest and ensure that the restored 
landscape would be suitable for grazing by 
wildlife or cattle.



continue to make the company’s stock more 
attractive to investors, Owen began to work with 
the board of directors to look for opportunities 
to diversify into new lines of business while still 
maintaining strong relationships with major 
long-standing customers.

CUSTOMERS CAUSE CONCERNS
In the early 1980s, Black Hills Power and 
Light faced the prospect of losing two of its 
biggest customers – the city of Gillette and the 
Homestake Mining Company. In 1981, the city 
of Gillette with its municipal electric system 
and as a wholesale customer, accounted for 
approximately 7.3 percent of Black Hills Power 
and Light’s gross revenue from utility operations. 
When the city indicated that it was interested in 
looking for another provider, Black Hills Power 
and Light employees moved into action. 

The company’s main competition for the Gillette 
contract was its long-time partner Pacific Power. 
Pacific Power wanted to convince the city to get 
out of the power business and sell its operation 
to them. Pacific Power told city officials that they 
could deliver lower rates to customers. Black Hills 
Power and Light offered Gillette the history of its 

dependable service. Owen, Landguth and Rovere 
used both the carrot and the stick while pitching 
the company’s case to Gillette. They reaffirmed the 
company’s continuing desire to provide wholesale 
service, letting the city run the retail part of the 
business as it had for years. They talked to every 
civic and service club in the community. But they 
also made it clear that Black Hills Power and 
Light would enforce the seven-year notice clause 
in the contract the company had with the city. The 
carrot and stick approach worked. Gillette signed 
a new 18-year agreement that continued Black 
Hills Power and Light as the main provider of 
wholesale electric power to the community.

The close call with the city of Gillette became 
even more important when the Homestake 
Mine ran into trouble. Since 1941, Homestake 
had been the company’s largest customer, so 
events affecting the mine’s operations from the 
shutdown during World War II to changes in 
international monetary policy affecting the price 
of gold, affected Black Hills Power and Light. 
In 1982, labor issues gave Black Hills Power and 
Light a scare.

On May 31, 1982, a three-year collective 
bargaining agreement between Homestake and 

the United Steelworkers of America expired. 
At a union meeting the next day, a majority 
of the members of the union voted to strike. 
Some employees attempted to go to work the 
next day, but management declared a lockout 
and the mine’s operations were shut down. 
Idled by the strike, nearly 1,300 production and 
maintenance employees, who usually earned a 
large share of Homestake’s monthly $3 million 
payroll, looked for other work or public relief. 
The 118-day strike was the second longest in 
Homestake’s history and it was finally settled 
on September 26 after the union ratified a new 
employment contract.

Obviously, the strike reduced Homestake’s 
demand for electric power considerably and 
for the first time in years, Black Hills Power 
and Light’s sales of electricity to industrial 
customers fell. Fortunately, increases in demand 
from other customers produced a net gain in 
sales on the year. The strike provided some 
benefits to Black Hills Power and Light. At 
the Kirk Plant, the company hired a number of 
idle Homestake electricians to deal with much 
needed maintenance and repair. “We found that 
their electricians were very skilled and good 
people,” remembered Ohlmacher.

114
Responsibility Down the Line



RENEWING ENVIRONMENTAL CONCERNS
Black Hills Power and Light sought to be 
responsive to environmental concerns, but it 
was caught between the public’s desire for clean 
air and consumers’ efforts to keep rates low.  A 
1981 sketch in the Lamplighter, for example, 
depicted a vacuum cleaner labeled “Clean Air 
Act” siphoning the cash and coins from the 
purse, wallet, and pigg y bank of a family out 
for a walk. Text with the image cited a study 
from Washington University that estimated 
that in 1979 the Clear Air Act “levied a ‘hidden 
annual sales tax’ of $400 on a family of four 
in the form of higher utility rates and higher 
prices on all manufactured goods.”

The federal government was not the only 
advocate for clean air. Wyoming adopted 
more stringent standards in the early 1980s, 
requiring power plants to remove additional 
sulfur dioxide emissions from flue gases. In 
1984, Black Hills Power and Light began 
installing this technolog y at Wyodak.

While Black Hills Power and Light sought 
to do its part to control air pollution, the 
company also recognized a need to address 
the impact of its mining operations on the 

ANNUAL REPORT
1986

Annual reports often featured the beauty of 
the Black Hills. This cover highlighted the 
stone fire watchtower atop Harney Peak, the 
highest point in the Black Hills. 
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flora and fauna in the area. In 1980, it began 
an effort to relocate golden eagle nesting 
areas from trees in the coal mine to nesting 
platforms designed and built for eagles. 
Eaglets hatched from these nests were used 
to help restore golden eagle populations in 
Wyoming and other states. All of these efforts 
reflected the company’s concerns, but what 

drove decision-making above all else were 
changes in the demand for power.
 

CHANGING PATTERNS OF DEMAND
Inflation-driven rate increases, efforts to 
encourage consumers to conserve electricity, 
and a struggling national economy contributed 
to lower than expected increases in the demand 
for power at the beginning of the 1980s. In 
1980, for example, total kilowatt hours sold 
increased only 2.4 percent, compared with a 
forecast of 5.4 percent. 

Under the pressure of increasing costs and 
environmental concerns many utilities turned 
to conservation or demand management as a 
strategy to avoid spending new capital building 
power plants. In 1982, Black Hills Power and 
Light won permission from South Dakota 
regulators to begin offering six different 
load management rates: Cost-tracking for 
interruptible service, off-peak use, load control 
devices that limited demand requirements, heat 
storage, and dual fuel usage.

The relative decline in the rate of growth 
in demand for electricity took place across 

the nation and combined with the growing 
influence of the environmental and anti-
nuclear power movements to lead to a 
slowdown in the construction of new power 
plants across the country. With strong cash 
flows, many utility companies, including 
Black Hills Power and Light, began to look 

Wyodak Resource Development Corp environmental 
staff member Brian Swenson and line crews helped 
relocate nesting eagles threatened by mining activity 
in the early 1980s.

Efforts to promote conservation began to translate into 
a decline in energy use by Black Hills Power and Light 
residential customers. After 1979 the company had to 
look for new ways to grow. 
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outside of their traditional operations. To 
sustain the growth of their businesses and to 
produce increasing returns for shareholders 
they looked to diversify their activities.

DIVERSIFICATION LEADS TO NEW NAME
With healthy cash flows from the operation of 
the new generating facilities at Wyodak, Black 
Hills Power and Light faced a challenge in the 
early 1980s: How to invest this money in ways 
that would increase the earning potential of the 
company and make it attractive to investors. 
Owen pulled together his executive team to 
look for opportunities.

Like most companies seeking to diversify, 
Black Hills Power and Light looked for ways to 
incorporate downstream or upstream business 
activities. Management also believed that it 
should focus its attention on the territory it 
knew – the greater Black Hills region in South 
Dakota, Wyoming and Montana. “We saw 
ourselves as a Black Hills-based company,” said 
Kyle White, who started with the company 
in these years and worked with rates and 
regulations. “As a result, we tended to look 
at what was down the street, or deal with 

business owners that we knew from Chamber 
of Commerce activities.” Other opportunities 
were born of necessity.

The anticipated closing of the rail line to 
Lead in the early 1980s created both a threat 
and an opportunity. Coal would have to be 
delivered to the Kirk Plant by truck. In 1983 
the company’s coal mining subsidiary, Wyodak 
Resources Development Corporation, acquired 
Universal Transport, Inc. (UTI), a Rapid City-
based trucking company with $6.8 million in 
operating revenues. Owen told shareholders 
that hauling coal for Black Hills Power and 
Light would account for about 24 percent of 
the trucking company’s business. The rest of the 
operation would focus on competitive trucking 
opportunities such as hauling cement, bentonite, 
sand, lime, aggregates and limestone throughout 
the region. The UTI acquisition also included 
the company’s Mack Truck distributorship 
in Rapid City, which the company sold the 
following year. To complete the conversion 
from rail to truck, Wyodak began construction 
of a $3.5 million truck load-out facility.

As the company continued its diversification, it 
became clear that the Black Hills Power and Light 

name misrepresented the range of businesses 
under the corporate umbrella. In 1986, the board 
of directors officially changed the company’s 
name to Black Hills Corporation, although it 
did not change its legal structure. With this new 
moniker and a new logo, the company continued 
to grow.

Trucking coal and other bulk products offered 
Wyodak Resources Development Company a way 
to vertically integrate its operations and increase 
overall earnings for shareholders. The company 
expanded its trucking business in 1986 by 
purchasing a Lodi, California-based company.
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The first acquisition by Black Hills Corporation 
expanded the company’s investment in the 
trucking industry in 1986 when it acquired 
Les Calkins Trucking, Inc, a company based in 
Lodi, California. Efforts to increase the scope 
and scale of the trucking operation brought 
only limited returns. While revenue increased 
34 percent after the Les Calkins acquisition, net 
income rose only 2 percent because start up and 
integration costs had cut into the income. 

Black Hills Power and Light continued to look 
for additional ways to diversify. Dow Chemical 
Company, for example, had developed a method 
for extracting carbon dioxide (CO2) from power 
plant stack emissions. CO2 was valuable to oil 
producers who used it to enhance their tertiary 
recovery programs. Black Hills Power and Light 
investigated the possibility of establishing a 
CO2 project at the Osage Power Plant, but 
ultimately rejected this initiative.

The company’s diversification into other energy-
related fields continued in June 1986 with the 
acquisition of Western Production Company 
(WPC), a Wyoming based oil and gas operation, 
for $10.4 million in cash. It was a business with 
proven developed and undeveloped oil and gas 

reserves of nearly 1 million barrels of oil and 
2.3 billion cubic feet of natural gas, WPC also 
operated oil wells and owned a 44.7 percent 
interest in a gas processing plant. All of this 
company’s assets were located primarily in the 
Powder River Basin southwest of Newcastle, 
Wyoming. With oil prices at their lowest point 
in many years, Black Hills Power and Light 
assessed that WPC represented “good potential 
for improved earnings for future years.”

Eighteen months later, in January 1988, WPC 
expanded its investment in the oil and gas 
industry when it purchased the oil pipeline 
company Northwest Crude, Inc. With 
operations primarily in Wyoming, Northwest 
Crude purchased and transported nearly 20,000 
barrels of crude oil daily by pipeline and truck 
to locations in Montana, North Dakota, South 
Dakota, Nebraska and Oklahoma. This business 
also seemed to complement Black Hills Power 
and Light’s growing portfolio of companies.

WYODAK RESOURCES KEY TO SUCCESS
Black Hills Power and Light had long 
recognized that the company’s coal reserves at 
Wyodak represented a critical asset and source 

HOLLYWOOD INVESTS IN WYOMING OIL
With its acquisition of Western Production 
Company in 1986, Black Hills Corporation entered 
the oil and gas industry. Western Production 
traced its roots in Wyoming to the 1970s when 
a company named Arnold Oil was reorganized 
and incorporated to take advantage of new 
opportunities created by the energy crisis. With 30 
wells in the Finn-Shurley Oil Field, the company 
expanded by soliciting capital from Hollywood 
stars (Lucille Ball, Lee Marvin and James Coburn), 
local business leaders (Bill Hustead and Tom 
Vucurevich) and politicians (former Wyoming Sen. 
Alan Simpson, SD Gov. Frank Farrar and Lt. Gov. 
Carole Hilliard). In 1984, Rapid City businessmen 
Chuck and Bruce Lien acquired the company. They 
ran the business for two years before selling it to 
Black Hills Corporation.
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of potential increased profits. The company’s 
successful pioneering efforts to develop air-
cooled technology had given it the opportunity 
to take advantage of those coal reserves. By 
1983, about a third of the 2.4 million tons of 
coal mined at Wyodak was delivered to Black 
Hills Power and Light plants. The remaining 
two-thirds of the mine’s production was sold 
primarily to PacifiCorp, formerly Pacific Power, 
for the Wyodak plant. The company also had 
contracts in place for coal shipments extending 
35 years into the future.

Growing Wyodak’s operations meant finding more 
customers for coal and integrating more reserves 
into the company’s operations. When Interstate 
90 was built in the early 1970s the road crossed the 
Wyodak property and the company lost some of 
its coal reserves to the highway. In 1983, Wyodak 
successfully petitioned the federal government for a 
coal lease on federal property adjacent to the mine 
in exchange for the loss of reserves from beneath the 
Interstate. The company also expanded its reserves 
by successfully bidding for a second federal coal 
lease on other adjacent property.

With increasing production at Wyodak, came 
new attention to labor relations. In June 1984, 

workers at the mine and the power plant were 
represented by the IBEW. Mine employees went 
to the National Labor Relations Board to break 
away from the power plant bargaining group. 
They then voted to affiliate with the United 
Mine Workers union (UMW). The UMW 
spent a year negotiating but never ratified 
a contract. After that year, the employees 
decertified the union. For the moment, at least, 
the company and its employees chose to deal 
with one another directly.

CLIMBING THE DIVERSIFICATION CURVE
Diversification is essentially an entrepreneurial 
activity and by definition brings more failure 
than success. Even with a disciplined approach, 
most companies can only hope to have one 
success for every ten initiatives. Like many well-
established companies and especially utilities, 
Black Hills Corporation also wrestled with 
the underlying philosophy of its diversification 
program. Could successful management skills 
be transferred to unrelated businesses, for 
example? At one point the company had the 
opportunity to buy a local Black Hills gold 
jewelry manufacturing company. The deal 
seemed to make sense as an investment, but 

some on the board of directors questioned 
whether an energy company should go into an 
obviously unrelated business activity. In the 
end, the board rejected the deal. The board was 
also asked to consider buying a local business 
college. Board members rejected that proposal, 
as well.

Kirk Plant Superintendent Tom Ohlmacher and 
Assistant Superintendent Tom Stalcup worked to keep 
the aging facility productive through the 1980s.
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WYODAK MINE SOFTBALL TEAM 
CIRCA 1983

The Wyodak softball team posed inside the bucket of 
an 18-yard Koehring Shovel. Mine workers, supervisors 
and engineers went to bat for the team.



Long-time utility company employees also had 
a hard time understanding the relationship 
between the culture and rules of the regulated 
company and those of the new sibling 
organizations. Employees wanted to know why 
employees of the trucking company received 
different benefits and wages. Management had 
to explain that benefits and wages were based 
on the competitive compensation packages 
prevailing in trucking rather than in the electric 
power business.

There were also other concerns. Competitive 
issues with other trucking companies, for 
example, spilled into the regulatory arena. When 
the company’s trucking company moved to 
enter the timber industry by hauling logs, “that 
created a stir in South Dakota,” said White. 
Meanwhile, with the collapse of the oil industry 
in Wyoming, trucking companies who had been 
hauling oil were looking for other opportunities 
and they pressured regulators to force Black Hills 
Corporation to take bids for hauling coal. In 
response to these concerns, regulators in Wyoming 
and South Dakota opened investigations into 
the fees that Black Hills Power was paying to its 
trucking subsidiary and threatened to impose 
costly transfer pricing rules.

GENERAL ELECTRIC I-70S
1968-2006
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Introduced in the 1990s, electronic meters 
contained no moving parts. With the addition 
of radio communications, they could be read 
automatically and remotely.



Even in those businesses that made sense, 
Black Hills Corporation still had to climb the 
learning curve. In oil and gas, for example, “we 
didn’t understand reserves and the valuation 
of reserves,” said Landguth, and the company 
overpaid. “It was still a good deal and a 
lesson learned.” Black Hills Corporation’s 
new subsidiaries were also challenged by the 
earnings of the core business – Black Hills 
Power. Subsidiaries had to produce a higher 
return on investment than the utility to 
justify the use of corporate capital for riskier 
ventures. All of these factors came into play as 
the company re-evaluated the diversification 
effort in the late 1980s. 

Concluding that a number of the company’s 
subsidiaries had either failed to show sufficient 
growth potential or had increased the 
regulatory risks of the company’s main business  
Black Hills Power, the company began to sell 
various businesses in the late 1980s. In 1988 the 
trucking operations were sold for $7.5 million 
for a profit of over $500,000. The following 
year, Northwest Crude’s oil transporting 
operations fetched $5.4 million. Overall, the 
sales reduced the company’s workforce from 
750 employees to 450. 

A new federal tax law and a related decision by the 
South Dakota Public Utilities Commission also 
had a major impact on Black Hills Corporation’s 
diversification strategy. Concerned that the 
benefits of the Federal Tax Reform Act of 1986 
should flow to ratepayers as well as shareholders, the 
PUC opened an investigation. At the conclusion 
of their study, the PUC reached an agreement 
with Black Hills Power that called for a reduction 
in electric rates “to reflect the Company’s savings 
from the decrease in corporate income taxes” 
and an increase in rates to reflect the full cost of 
the company’s 1983 power purchase agreement 
with Pacific Power. Overall, these two provisions 
helped the company but another element of the 
agreement had long-range consequences. Under 
this provision, the PUC capped what Wyodak 
Resources Development Company (WRDC) 
could earn on coal sales to Black Hills Power. This 
provision increased the incentives for WRDC 
to look for other customers, especially when the 
price of coal was relatively high. 

REVISITING DIVERSIFICATION
Diversification yielded limited returns but 
many lessons. In 1980, the electric utility had 
accounted for 73 percent of income from 

QUEEN OF THE DATABASES
Irene Klueber joined the company in 1985. No 
stranger to data management, she had helped 
Nash-Finch set up its punch-card computer system 
in the 1960s. When she and her tree-trimming 
husband Chuck moved back to Rapid City in the 
mid 1980s, she figured she would just retire. One 
night Chuck mentioned that Black Hills Power was 
going to put its customer accounts on computers. 
“I bet you could get a job,” he said. Hired to test 
programs for IBM mainframes, she moved to 
Engineering to build databases for power lines 
and rights-of-way. She brought unmatched on-
the-job experience. “I worked for 16 engineers,” 
she said, “and they treated me like a queen.”



continuing operations. Mining provided the 
other 27 percent. After nine years of growing 
and acquiring other businesses and then selling 
off those that didn’t seem to fit, the company 
had refocused down to three basic business 
units: Black Hills Power, Wyodak Resources, 
and Western Production. That year, the 
electric utility accounted for 75 percent of 
the company’s revenue but only 51 percent of 
income from continuing operations. Meanwhile, 
the coal mine, which contributed only 18 
percent of revenue, produced 44 percent of 
income from continuing operations. Western 
Production, with its oil and gas operations, 
brought in 7 percent of the revenue and 5 
percent of income from continuing operations. 
To anyone who studied the situation, Black 
Hills Corporation’s greatest opportunities still 
lay 40 feet under the ground in the coal seam in 
the Powder River Basin.

Looking back, the company learned lessons that 
many large, long-time utilities were also learning. 
Electric and telephone companies faced a problem 
of scale when trying to diversify. It was difficult 
to start businesses that would grow fast enough 
to make a meaningful impact on the company’s 
bottom-line. Taking the acquisition of existing 

businesses approach came with more financial risk, 
which could be intimidating to long-time utility 
company managers accustomed to earnings based 
on regulated rates of return. The executives at 
Black Hills Corporation also realized that even if 
new businesses performed well, they could bring 
regulatory risks to the company’s main business. In 
the future these lessons would color the company’s 
diversification efforts.

MENTORING NEW LEADERS
The end of the first round of corporate 
diversification coincided with a changing of the 
guard. In 1987, Owen began what he called “a 
comprehensive succession planning program” 
and started grooming and recruiting new 
leaders. This effort led to a number of personnel 
changes in 1989. Dale Clement, the former dean 
of the Business School at the University of South 
Dakota and a long-time member of the Black 
Hills Corporation board of directors was hired 
to replace the retiring George Locke as senior 
vice president of finance and chief financial 
officer. In October, Landguth, who had served 
as president and chief operating officer of Black 
Hills Power for two years, was promoted to 
president of Black Hills Corporation. To replace 

Landguth at Black Hills Power, Owen recruited 
Everett “Ev” Hoyt, the senior vice president for 
legal at Northwestern Public Service Company. 

Owen had told shareholders and the board of 
directors that he planned to retire at age 65, but 
in 1990, two years short of the milestone, he 

Preparing for an orderly succession of leadership, CEO 
Larry Owen announced in October 1989 that twenty-
year veteran Dan Landguth would become president 
of Black Hills Corporation.
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GAUGING SOLAR’S POTENTIAL
1980

Renewable energy sources, like solar and wind, grew 
increasingly important as the nation confronted its 
dependence on foreign oil and fossil fuels.
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walked into Landguth’s office one day and said, 
“You know Dan, you’re really doing everything. 
I’m going to go early.” According to Landguth, 
“Larry was never one who wanted to get in 
anybody’s way.” With the end of the calendar 
year, Owen stepped down and Landguth 
became chairman, president and CEO of Black 
Hills Corporation.

Meanwhile, the market for the utility industry 
was beginning to change. Local demand for 
power was increasing. More ominously, the 
regulatory paradigm that had dominated the 
electric utility industry for decades showed 
signs of cracking. 

Late in 1978, President Jimmy Carter had 
signed the Public Utilities Regulatory Policy Act 
(PURPA), a wide-reaching law that he hoped 
would encourage energy conservation and the 
promotion of domestic fuel supplies. A little 
noticed section of the act provided incentives 
for cogeneration and small power production 
operations. The following year, the Federal Energy 
Regulatory Commission (FERC) issued proposed 
rules for the new law giving independent power 
producers (IPPs) generous terms. 

Under the new regime, regulators and utility 
companies were required to buy power from 
these IPPs and to make just and reasonable 
payments based on the “avoided costs” of 
building new power plants. These new rules had 
been challenged in court, but in June 1982 and 
again the following spring, the U.S. Supreme 
Court decided in favor of FERC and upheld the 
agency’s authority to regulate transmission.

Over the next several years, the independent 
power market expanded dramatically, bringing 
new energy resources and wide-ranging 
competition to some regions of the country for 
the first time in decades. Across the nation state 
regulators studied the court’s decisions and 
looked at the implications of the law for the 
power companies under their purview. Under 
the darkening skies of a new regulatory regime 
the next CEO of Black Hills Corporation would 
face a rapidly changing business climate.


