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RAILROAD TRANSPORTATION AND AGRICULTURE DURING THE DEPRESSION

By Thor Eultgren, Agricultural Economist,
Division of Statistical and Historica.1 Research

Prices Declined More in A,g-riculture . Production More in the
Railroad Industry

During a depression, production and prices follow a different
course in agriculture than in other industries. In agriculture, production
remains almost as great as dioring prosperity, while prices received greatly
decline. In many other industries, production is markedly reduced, while
prices do not decline nearly as much as production. Railroad transportation
dxiring the current depression has provided an example of this contrast
between industry and agriculture.

Production in agriculture may he measured hy the index numbers of
agricultural production computed in the Bureau of Agricultural Economics.
On the railroads, production consists of the movement of freight and
passengers. It may he measured "by the number of revenue ton-miles and
revenue passenger-miles. The Bureau also computes an index nimiber of farm
prices. Revenue per ton-mile and per passenger-mile ma^'' be taken as the
only available indices of the prices of railway services in general.
(Tables 1 and 2; fige.l and 2.)

During the 5 years from 1925 to 1929, inclusive, production and
prices in both industries were fairly stable, although there was a definite
downward trend in production of passenger service. In comparison with what
followed, these were years of relative prosperity for both industries.
Averages for these 5 years will be taken as bases from which to measure
subsequent declines. References hereinafter to production, prices, income,
employment, etc., during the period of prosperity should be understood as

references to the respective averages for these 5 years.

The contrast between agriculture and the railroad industry v/as m.ost

striking in the years of deepening depression. In the first year, 1930,
agricultural production was unchanged, while freight traffic turned sharply
downward, and the downward trend in passenger traffic, which had been almost
arrested in 1929, was accentuated in 1930. Prices received by farmers, on
the other hand, showed a marked decline, comparable with that in freight
traffic, while revenue per ton-mile and per passenger-mile declined very
little. During the following 2 years, the difference in the course of
events in the two industries became more pronounced. In 1932, agricultural
production v/as still 99 percent as great as in the period of prosperity,
while production of freight service had fallen to 54 percent, and production
of passenger service to 51 percent. Earm prices, on the other hand, had
fallen to 44 percent of their average during prosperity, while revenue per



ton-mile was still 97 percent as great, and revenue per passenger-mile was
still 77 percent as great as during prosperity l/.

Since 1932, the situation has changed in some respects. As a result
of production-control programs and the drought, agricultural production has
declined moderately. Largely incident to the partial revival in "business,
railroad freight traffic has increased somewhat. The decline in passenger
traffic was almost halted in 1933, and. the trend was subsequently reversed.
Tarm prices, partly "because of reduced sup-olies and partly "because of
reviving demand, have risen suhstantially. Revenues per ton-mile and
especially per passenger-mile have declined at a greater rate than "before.

The decline reflects an increasing effort on the part of railroad managements
to meet the competition of other forms of transport. In certain cases,
rate reductions seem definitely to have "been a factor in the increase in
railroad "business. This is particularly true of cotton traffic and
southern passenger traffic.

The situation in regard to the railroads is nevertheless still in
contrast with that in agriculture. Agricultural production in 1935 was still
90 percent as large as in the period of prosperity, while freight traffic
was only 65 percent as large and passenger traffic only 55 percent as large.

Farm prices in 1935 (calendar year) were 73 percent as high as their average
in the 5 years of prosperity. Revenue per ton-mile was 91 percent as high.
Revenue per passenger-mile, however, was in fact "below farm prices, "being

67 percent as high as in prosperity. i

Both Low Prices in Agriculture and Low Volume on the Railroads '

j

Resulted in Low Revenues and Income

Although the prices of railwa.y services were maintained at a relatively
high level, the aggregate revenues received "by the railroads declined to an
extent that was comparahle with the decline in the aggregate gross returns to

farmers. For the decline in volume of services on the railroads reduced their
aggregate receipts, just as the decline in unit prices reduced the receipts
of farmers. (Ta'ble 3, and fig. 3). Daring the first 3 years of depression,
the decline in railroad operating revenues was almost parallel to that in the

j

gross income of 'farmers 2/, although the decline in the latter was consist-
ently greater. In 1932 farm groas income had fallen to 45 percent of its

pre-depression avera?.e, while railway operating revenues had fallen to half
their former amount. Since 1932 farm gross income has recovered more rapidly
than have railway operating revenues, although the prices of railway' services
as a whole were still higher than the prices of farir: products 3/. The aggregata
Value of farm production in 1935 v/as 69 percent as great as durin;:- the years
of prosperity, while railway revenues were only 56 percent as great.

1/ Through 1932, the apparently considera'ble decline in revenue per passenger-
mile reflected in p.-^.rt the increasing relative importance of the^ cc /nutation
traffic, which pays low rates. Revenue per passenger-mile from other-than-
commutation traffic in 1932, was 81 percent of .the average during "orospcrity.

2/ This figure is the cash revenue from, sales of crops produced during; the
year plus the value at current farm prices of far.n products consumed in the

farm home. Cash returns alone followed the same general course.
3/ The average price of passenger service was lower in 1935 than the average
of farm prices, "but passenger service is a much less important source of
revenuQj than freight service.
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"^.en the two industries are conpared with respect to net returns to

Capital and lahor, the story is nuch the sane as in the case of gross returns.

(Taole 4, fig. 4.) Fanning is carried on in snail enterprises oiDerated

largely "by their owners, with the aid of a relatively small ano^jnt of hired

lahor. In railroad transportation, on the other hand, all lahor, including
rnana^^erial service, is hired, and operating profits are entirely a return on
investment. The ret-iarns to capital and lahor should therefore he comhined
for each industry "before the industries are compared.

As in the case of gross returns, the net income to capital and labor
from "both industries declined rapidly during the first 3 years of the

depression, and that derived from agriculture declined somewhat more than
that derived from transportation. In 1932, the net income from agriculture
was 36 percent of its average "before the depression, while the income from
transportation was 46 percent of the corresponding average 4/. Again as
in the case of gross returns, net income from agric^olture has recovered to a
higher level th-an net income from transportation. In 1934, income from
agric^olture was 59 percent as great as the average during the period of
prosperity; that from transportation was only half as great. In 1935, income
from transportation was a"bout 54 percent as great. The 1935 figure for
agriculture is not yet availa"ble, "but present indications are that it will "be

materially ahove the level reached in 1934, and therefore ahove t"ne level
reached "by railroad income in 1935.

Income from. Farming was Reduced More in Proportion to

Servic e Rendered

liet income from transportation declined comparatively little in
proportion to service rendered. In 1932, when returns to investors and
workers in the railroad industry were only 46 percent as great as in the
5 years of prosperity, the output of ton-miles was only 54 percent as great,
and that of passenger-miles only 51 percent as great. Ret^orns to capital and
lahor in agriculture were reduced more, although output was a'bout as great as
in prosperity. Income from farming had fallen to 36 percent of its aggregate
amount during prosperity; production was only 1 percent less. The railroad
industry produced less and earned less; agriculture produced just as much
"but earned less anyway.

Employment More Stable, in Agriculture

Buring the period of prosperity the n\aa"ber of persons living on farms
was gradually declining, from 31,064,000 on January 1, 1925 to 30,169,000 on
January 1, 1930. Thereafter the num"ber actually increased to 32,779,000 on
January 1, 1935. The trend in nmher of persons on farms is not exactly
representative of the trend in the number of persons operating farms on a
comr.ercial scale. Nevertheless, the n-um"ber of persons deriving their livelihood
from agriculture clearly did not decline apprecia"bly during the depression.

4/ Figures in this paragraph refer to "income produced" rather than to
"income paid out" or withdrawn.
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Most of the workers on farms are self-employed. Remaining at vjork, these
farm operators accepted greatly reduced returns for their productive efforts,

Some farm operators were dispossessed, reduced in status from owners to tenants,
or forced to seek aid from relief agencies. In railroad transportation, on
the other hand, average hourly earnings were only moderately and temporarily
reduced. But in 1932 the numher of persons employed on the railroads declined
to 62 percent of 1929, and in 1933 was further reduced to 58 percent. Even
in 1935 it was only 60 percent of 1929. The amount of work performed for hire
on farms, although materially reduced, did not decline as much as on the

railroads. The number of hired v/orkers per 100 farms reporting this infor-
mation reached a low point in 1934 of 71 percent of 1929 5/jRailway employment
reached a low point of 58 percent of 1929 in 1933. In 1935, the number of
hired workers per 100 farms was about 75 percent of 1929, v/hile the number of
railroad workers was but 60 percent of 1929 6/. Parm wages declined along wit]

prices, reaching a low point of 47 percent of 1929 in 1934 and rising to

58 percent of 1929 in 1935 7/.

Agricultural Production a Sustaining Factor i n Railroad Traffic

Commodities cannot be transported, of course, until they are produced.
One aspect of the depression has been the great decline in the volume of
commodities produced. The Federal Reserve Board index number of mineral
production for 1932 is only 66 percent of its 1925-29 average; the index
number of manufacturing production only 57 percent. In agriculture, as
already noted, there was no appreciable decline. Even for 1935, the

industrial figures are 85 and 82 respectively, comparable with 90 for
a^Ticulture.

The mere fact that goods have been produced does not necessarily
mean that they will be transported by railroad. Their ov/ners may prefer
uses or outlets for them which do not involve railroad transportation. In
the case of industrial products, this was a relatively minor factor. The
divergence between production of and railway traffic in industrial products
was not nearly so marked as in the case of farm products. For the latter,
other uses and outlets became: relatively more attractive as the depression
proceeded; uses and outlets involving railraod transportation became
relatively less attractive. (Table 2 and fig. 5.) Although agricultural
production v/as practically the same in 1932 as in the 5 years of general
prosperity, the tonnage of farm products shipped by railroad was only 71

percent as great. Thereafter farm production declined more than farm traffic;
but in 1934 production was still 90 percent as great, and farm traffic only
69 percent as great as in prosperity. The difference, in this year, could be
accounted for partly by failure to harvest crops, partly by increased farm and
local consumption, partly by a shift in production from products which involve
relatively much transportation to products which involve relatively little,
and partly by a shift in individual products to other forms of transport.

Information is not available for the full year 1933.

6/ Comparisons based on the period 1925-29, employed elsewhere, would
exaggerate the contrast here developed, inasmuch as the trend in railway
employment during this period v/as downward, while the trend in farm employ-
ment v/as upward or stationary,
7/ For data on farm and railroad employment for other years, see table 5.
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^eductions in prices asked "by other transportation agencies and in costs to

famers and dealers in farm products of performing their own transportation
seen to have "been an important factor in the last-mentioned shift.

The relatively greater diversion of farm production to other uses
and outlets, nevertheless, was more than offset "by the relative constancy
of agricultural as compared with industrial production. While the tonnage
of farm products "originated" had fallen to 71 percent by 1932, the tonnage
of all other products "originated" had fallen to 47 percent of the prosperity
average. Even in 1934, with some decline in farm production and some increase
in industrial production, industrial tonnage was only 57 percent of

prosperity, while farm tonnage was 69 percent.

If the managers of industrial enterpris'es had followed the same
policy as farmers "by producing in customary volume regardless of prices,
there would have "been no great shrinkage in the volume of goods availahle for
transportation. If the railroads had "been able and willing to sacrifice
prices to gain volume, they might have obtained as traffic much of the
production, especially farm production, that went into other uses and outlets.
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Table 1,- Prices of fam products and of railroad services,
1925-35

Calendar
year

Index
ntunbers

of farm
prices 1/

Class I railways 2/

Freight revenue
loer ton-mile

Passenger revenue
per passenger-mile

Average
1925-29

1925
1925
1927

1928
1929

1930
1931
1932
1933
1934
1935

100

Cents

1,083

Percentage
o f 1925-29

100

Cents

2.89

Percentage
of 1925-29

100

106

99

95

101
99

86

59

44
48
61

73

1.097

1.081
1.080
1,081
1.076

1,063
1.051
1,046
.999

.979

.988

101

100
100

100
99

98

97
97

92
90

91

2.94
2.94
2.90
2.85
2.81

2.72
2.51
2.22
2.01
1.92

1.93

102
102
100
99
97

94
87
77

70
66

67

l/ Tliese measures are affected to some degree "by changes in the composition
of traffic as well as in rates.

2/ Index mjmber, August 1909 - July 1914 := 100, divided by its 1925-29

average, 147,

Railway figures from reports of the Interstate Commerce Commission.
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Ta^le 2.- Physical vol-une of -oroduction: Agriculture and Class I

railroads, 1925-35

: Index :

Calendar cn-unbers of :

year ragric^oltural
ly :r)roducticn :

2/ ;

: Percentage Percentage Percentage Percentage
: of 1925-29 Millions of 1924-29 Millions of 1924-29 'Millions of 192^29

Average
1925-29 : 100 433 100 33.6 100 140 100

1925. . . : 96 414 96 35.0 107 137 98
1926. . . : 101 444 103 35.5 106 140 100
1927. .

.

: 98 429 99 33.6 100 140 100
1928. . . 103 433 100 31.6 94 144 103
1929. .

.

: 100 447 103 31.1 93 138 99

1930. .

.

100 383 88 26.8 80 132 94
1931. .

.

106 309 71 21.9 65 111 79

1932. . .

!

99 234 54 17.0 51 100 71
1933. . .

:

96 250 58 16.3 49 98 70
1934. . .

;

90 269 62 18.0 54 96 69

1935. . . : 90 282 65 18.5 55

ly Except as noted.

2j Index number, 1924-29 = 100, divided "by its 1925-29 average, 101.

3/ Products of agriculture plus animals end products. Former, years "beginning
July 1, to correspond more nearly v/ith marketing period.

Hallway figures from reports of the Interstate Commerce Commission.

Revenue
ton-miles

Revenue
passenger-miles

Tons of sgri-
cult'oral traffic
transported 3/
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Tatle 3.- Gross ret\irns from faming and from railroad transportation,
1925-35

Gross income : Total operating : Revenue of Class I

: from farm : revenues of Class : railways from
Year : production : I railways : agricultural traffic

: 1/ 2/ 3/

', Million Percentaf

e

Million Percentage Million Percentage
; dollars of 1925-^9 dollars of 1925-29 dollars of 1925-29

Average
4/1001925-29 : 11,749 100 6,207 100 4/ 960

1925 11,958 102 6,123 99
1926 : 11,480 98 6,384 103
1927 11,616 99 6,136 99 5/
1928 11,741 100 6,112 98 995 104
1929 : 11,941 102 6,280 101 926 96

1930 9,454 80 5,281 85 903 94
1931 6,968 59 4,188 67 761 79
1932 5,336 45 3,127 50 658 69
1933 6,406 55 3,095 50 635 66
1934 i 7,265 62 3,272 53 627 65
1935 : 3,110 69 3,450 56

ly Receipts from farm products sold plus farm value of products consumed in
farm homes. Includes rental and "benefit payments, 1935-35.

2/ Calendar years.

3/ Revenues from products of agriculture, years "beginning July 1, plus those
from animals and products, years beginning January 1.

47 Average 1928-29.

5/ Not available.

Railroad figures from reports of Interstate Commerce Commission.
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Ta"ble 4.- Returns to capital, lator, and management from fanning and from
railroad operation, 1925-35

Agriculture : Class I ra:-Iroads

: Sent Avail- : Compen-
: Wages : Intcr- : to able for Total '• sation ITet

: of : est : non- opera- returns : f eCi- rail-

Year : hired; pay- : farmer tors' to :ployees way : Total returns
: labor: atle : land- capital capital

,

: charge- oper- : to capital.

: ly

: lords labor labor , and :able to ating : labor and
and nianagement : operat- in- : management

: Manage- : ing ex- come
• ment rpenses o /

2/

Per- Per-

cent- cent-

age of age of
• Mil. Mil. Mil. Mil. Mil. 1925- Mil. Mil. Mil. 1925-
. 0.0 i i s

.

do 1 i s

.

dolls, dolls. dolls. 1929 dolls. dolls. dolls. 1929

Average
1925-29 8,396 100 3,837 100

1925. .

.

899 723 1,005 6,134 8,761 104 2,646 1,121 3,767 98
1926. .

.

932 717 999 5,520 8,168 97 2,718 1,213 3,931 102
1 9P7J. J iC 1 • • • 942 708 1,034 5,637 8,321 99 2,691 1,068 3,759 98
1923 948 702 1,068 5,596 8,314 99 2,630 1,173 3,803 99
1929. .

.

955 682 1,110 5,669 8,416 100 2,674 1,252 3,926 102

1930. . .

:

809 654 911 3,863 5,237 62 2,367 869 3,236 85
1931 587 626 692 2,393 4,298 51 1,965 526 2,491 65
1932. ..

:

380 596 582 1,492 3,050 36 1,437 326 1,763 46
1933. .

.

•

352 554 597 2,683 4,186 50 1,336 474 1,810 47
1934. . . : 377 472 669 3,468 4,986 59 1,442 466 1,908 50
1935. . .

:

3/1,561 500 2,061 54

1/ Cash v/ages only.

2/ Available from railvray operations for interest, rent for leased roads,
dividends, etc.

3/ Estimated to be same perccnta^-e (95) of total cor-pensation as in 1934,

Railroad figures from reports of Interstate Commerce Commission.
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Table 5.- Wage-ratos and employment: Agriculture and railroads,
1925-35

Agriculture Class I railv/ays

Cal endar
Workers

Index Average

vear per 100 : nuinlier iluin'oer of nouTxy
reporting farms : of faiTn ei'Tjloyecs earnings

\7agc: s ly 2j

Percentage Percentage pC3T?A'!. age
! Num"bcr of 1929 of 1929 ThoT.r.j'.nds

'

of I'yhS Cents

l-y<sD 102 99 1 , 7-i4 53.4
L3ciO : 113 58,6
1^2 1 : 113 100 1 , 735 59.8
iy<io 113 99 1,556 61.3
1929 I 114 100 100 1,651 100 62.5

1930 108 95 89 1,488 90 63.

5

1931 103 90 68 1,P59 76 64.5
-tyoJc .... 90 79 51 1 , 032 62 59.3
1933, : Z' 47 9 71 58 58.7
1934 Bl 71 53 1 , 009 61 59.4
1935 : 85 75 58 994 60 64.3

1/ Index nUiTiler, 1914=100, divided "by its 1929 level, 170.

2/ Average hourly straight- time earnings of employees whose compensation
is reported ^'o the Commission on an hourly oasis. Excludes switching
and termj.nal conpanies. This figure exaf'gerates somewhat the extent
to which v.-agc rates were kept up, since worlre--s in lov;er-paid occupations
were d.'^ smissed to a greater extent than v/orkers in the higher-paid
occupa,T-ions.

3/ Information not collected for full year.

Railv/ay figures from reports of Interstate Commerce Commission.
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