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U. S. B«ptifi»9nt 9f Agriculture

, -1 X'i.j 'Why the 3 Percent Increase in Agricultural^ Freight Xates Should

To. a.W 3^0
c'' be Reriiovfcd

J

SuiTjnary of Statement by Frederick V. Vfeugh, Chief, Program Analysis

f*' and Appraisal Branch, at the hearing of the Interstate Comirerco

Commission, on Ex Parte 148, YlTashinpjton, D. C, February 3, 1943

The Secretary of Agriculture, through counsel and witness, appears

at this hearing in a dual role. First, as Secretary of Agriculture, and

secondly uijder his war powers as the Government officer charged vith full

responsibility for and control over the Nation's food program under Execu-

tive Order 9280. Incident to this latter capacity the Secretin'' has es-

tablished in the Department a Food Production Administration and a Food

Distribution Administration. The great power and authority of these Ad-

ministrations mil be brought to bear on the agricultural program of the

Nation. I point this out to give added weight to the testimony I expect to

give with reference to increased agricultural production and distribution

for the duration of the war £.nd for an indefinite period thereafter.

On' March 18, 1942 railroad freight rates oh most comm.odities were

increased. PLO.tos on most agricultural products were increased by 3 percent.

The railroads had requested increases of 10 percent on the ground that such

an increase vras necessan/ to cover higher wage rates and other operating

costs. In the hearings on this matter the Department of Agriculture took

the position that no general increase in rates was necessary for agri-

cultural products because it' seom.Gd apr)?..rent to the Depa.rtment that there

would be in 1942 a greatlv expanded output not onl^'- of agricultural

products but of war materials and other commodities. The Department

argued further that the revenue from, this inoreased volume of traffic

vrould be ample to cover thS increased expenses of the railroads. Review-

ing Vifhat happened during the past year, vro believe this position was fully

justified. itailroad revenues have increased much more than enough to take

care of added operating costs. ,As a result, the net revenues of the

railroads are the highest in a number of years.

This point has been covered in som.e detail by the testimony pre-

sented by the Office of Price Administration. Furthermore, the records

of railroad revenues and expenses are available to the Interstate Commerce

Commission. Under these circumstances it is not necessary for the Depart-



ment of Ap;ricultur^ to take the tirpa of this Conirission to discuss the

railroad revenue situr.tion in anv detail. V.e simply i-ish to repeat our

statement of last year, and as reiterated in our petition, th^t the

increase which was granted in 1942 was not nec^ss^ry to cover the increased

costs of the railroads; to note that this has '"een ampl"-^ verified ''-y

developments of the past year; and to state th^.t in our "^ast iudffment

it would he both possihlo and desirable nov/ to rescind the action ta\:en

last vear and to reduce the rates on agricultural products to the levels

prevailing, before Ilarch 18, 1942.

Record Ag ri culturaj.__Production i_n 19 42^

jxt the hearing, last 2'"ear the Departaent stated its belief that the

production of a ricultural products wovdd be substantially increased.

This v.'as not an idlt. statement, althourh some participants in the hearing

appeared to be skeptical of the ability of an'^-'one to forecast agricultural

output. The Department conducted a vigorous ''acricvxltural coals pro "'ram-"

to incre'^.se the acreage of the m.ost essential drops and to provide farmers

the assist.?.nce they most needed in order to get -. maxim.urii output of crops

and livestock products. It is not to be overlookv-di of course, that good

weather prevailed during the crowing season of 1942, but the efforts of the

Departm.ent anc the whole-hearted cooper'.tion of farm.crs wore ver"-?- su-stantia

factors in assuring the food supplies V'-e needed. The result of this com.bina

tion of a strong Dep:-.rtm_ent of A?;riculture program, excellent cooperation

of farmers, and fine weather v^as the greatest output of agricultural

products v:hich ever occurred in this country.

The details oi crop production in reeent years are shown in

Exhibit A» "We should like to call your a.ttention to thr^ followdng

figures v'hich illustrate some of the increases that took place:

Corn: 1942 nroduction 19 percent greater tl^an 1^41. (The

increase for all grains was 11 percent).

Cotton: 1942 production 21 percent greater t^an 1*^41.

Soybeans (a crop of rapidly gtovring im_portance ) : 1942 nrnd'Action

alm.ost double that in 1941. (Peanut production also
increased 70 percent).

Sugarcane and sugar beets : 1942 production 19 and 16 percent,
respectively, greater than 1941.

It is, of course, difficult to get from, sn.ch a detailed e;"hibit

a clear, simple picture of the increase w'-ich occurred. Perhaps the

sim.plest statement wc can make is that the total estimated tonnage of crops



reported inci-easod from some 355 million tons in 1941 to noc.rly 358 million

tons in 1942 — a 10 percent increaso.

There can be no, doubt that the railroads benefited ver^'" substantially

from this increased output oi a- ri cultural products. The quarterly

statistical report of the Interstate Co;m-ri.^rce Coinmissi on' s ^ureau of

Statistics shoe's that for the first 9 months of 1942, Class 1 rcilroads

originated 77,076,852 tons of co-amodities included ,in thu classification

"products of a.-^riculture .
" This was an increase over the srme period in

1941 of noarlv 12 porcont.

-•''igurcs f^ivcn in Hxhibit A refer only to crops and do not include

livestock and livestock products. However, it is quite evident that tho

output of livestock and livestock products increased even more than the

output of crops. The Con:iraission reports that tho tonnage of animals

and products originated during the first 9 montl;.s of 1942 increased

mor^. than 24 percent ov^^r the volume hauled during the coi responding,

period of 1941. Livestock receipts by rail at 68 m.arkets, as shovm in

Exhibit 3f likcr^ise bear testim.ony to tho increased volume of this type

of business v/hich the railroads have obtained. Incri'ases for tho ^^oar

0.3. a wholo avcra&:od 25.0 percent over 1941. Considerin,;^ the fact th't

the heaviest movement of farm products occurs during the late' fall months,

it is expected that complete reports on rail m.ovement of farm products

for 1942 will show even greater increases thn.n wore shorTi during tho

first 9 m^onths of the ^^-ear*

_C^oji_tjLnuo d ilea ^'n_r .Hail ''ovemont of Fam .Products

ETpectcT' in"'T945"
^

--—

-

No one yot has been able to forecast tile vro ^thcr accurately over

long periods. T.c all will adm.it that the wrcathcr in 1943 will affect

agricultural production. f-.ut we should remember that agricultural

production aepends onlry in part upon the weather. It depends also upon

the acreage planted; the num.ber of animals raised; the ;-xiouiat of feed

av".liable; the farm la''^or situation; and similar f.-ctors — m.any of which

we can al.roady forecast I'dth a reasonable dcgroc of accuracy. The' con-

sidered judgnent of the Deoartm.ent of A.ariculture is that nroduction in

1943 vdll continue at high levels.

The Departm.cnt of Agriculture and the Secretary of Agriculture

under his Yirar powers have throvra all their r'. sources into the production

coals campaign this ''ear. Tho ri-oals V-i-^ich have boon established arc

shown in Exhibit C. The "oals t-emsclves are usually stated in terms of



acreage and numbers of livestock. In addition to this informrtion. Ex-

hibit C shoY/sthc volume of agricultural production ''J^dlich would occur vdth

normal growing conditions.

it will not be easy for the fanners of tao bnited States to reach

these high goals. They are confronted vidth e;^tremoly serious probleris,

including the shortag.; of fann la'*"^or» inadequate equipnent and supplies,

the disruption of marketing: arrangements in some areas, and higher costs of

production generally. Still, the important fact for us to note her^:- is

that the goals as shovm in Exhibit C call for a ' continued hi^:h output

from American farms and that all agricultural resourcjs of the C-ovjrnm^nt

and, V'lQ b:-lieve, of American f.-.n-iers generally will be de'-oted to that

end. Vjc need the large output ver^'' badly r.nd are doing C'"'or"-thing wo can

possibl^^'' do to help the farmer reach it. Wc a.ro confident t^^at '"e can

find ways of overcoming the v/orst difficulties and of making it -^os^ible

for agriculture to continue to produce the amounts of food needed by our

domesti'C consumers, by our military forces, by our Allies, and b^^ civilians

in reoccupied countries.

lioroover, we should not,:^ that the increased food supplies which

are badly needed m.ust move in large part by rail, 'ii^, do not have to

submit anv elaborate factual materi:.l hert; to prove that there is a

shortaro of gasoline and rubber, as well as trucking equipment. Judicial

notice could well be taken of this fact. This is being fblt more and more

in farming comr>.iunitics . Kany fcT-a products which formerly would have

moved by truck now must move by rail. The importance of the previous

truck movement of f.'.rm products is well brought out by the fact that with

some comiTiOdity groups, such as fresh fruits an.d verjtaVlcs, nearly, half

of the total movement has hitherto buen by truck. Some of this truck

movement has boon over fairl^^ lon^ distances of s-^ver'.l hundred miles.

Trucks for moving agricultural products will become increasingly scarce

for a long time to come. Farmers, food processors, and dealers in farm

products vdll have to rely more and more on the railroads for moving their

products.

Long-Time Outlook for Agricultural Production

It is not only possi^^l^ to foro;cast, in a general v/ay at least,

the probable output of agricultural products in 1943 but to visualize

i3:e?ioral outlines for the long-time picture some of vrhich ai-e already

clearly apparent. Th^-' v"ar, of course, has made it absolutely essential

that the Ai'aerican farmer continu..^ to oroduce large quantities of food.
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These increased food supplies must he maintained if vj"e are f^.oinf^ to win the

war and if vie are going to prevent v/holesale starvation and political

upheavals throughout the v.'orld after the war.

T/Ye are confident that agricultural production will be maintained

at high levels for many years and that the railroads will continue to enjoy

a large volume of agricultural trai'fic. Moreover^ huge stocks of some

coiTimodities already exist, and .will be moved into consu'p.ption. As

shoT.Ti in 'Exhibit _D, buee stocks of wheat are available for shipment.

This wheat, vrbich has already been produced, is vet to be moved and will

add to the rail traffic in the coming years. A substantial part of these

stocks, as i';ell as a large part of the increases in current production

of agricultural comm.odities and foods, will be shipped abroad and

will move almiost entirelv by rail to the ports where it is loaded into

ships. "Reasons of milit: rv secrecy prevent friving details of such ship-

ments. The Secretary of Ae; ri cultureiy" has stated, however, that "military

and lend-lease needs together took between 12 and 13 percent of laSt year's

food production", and that "our armed forces and allies V'.'ill need almost

a quarter of all we produce in 1943." All -Ljend-Lease foods are moved

under the regular connriercial ratt^s — not land grant rates.

live have shown that agricultural traffic on the railroads was

increased verv substantially in 1942; that it will ronain high throughbut

1943; and that we have every reason to boliovc tl-at rail shipments of

agricultural products will bo maintained at hi~h lex'-cls for a nuro.ber of

years. iVe contend that this is an im.portant fact which should be taken

into consideration in determininv freight rates. In the long ru.n the

railroads, as viell as the fanner and the consun-.r, will bo benefited more

h-v handling a large x^olu.me at m.oderate rates, than by handling a small

"voIjoitig at high rates.

Eeavicr Loadings of Agricultu.ral Products in 1942

The rcd-lroads not only movedmore agricultural traffic in 1942,

but they did it i^dthout a corresponding increase in locomotives and freight

cars. This was accomplished by heavier loading of railroad equipment, the

combining, of shipments, and quicker rule,:.se of cars. Thu Department of

Agriculture did everjrthing it could, in coopur.-tion with the Interstate

Commerce Com.mission and the Office of Defense Transportation, to enoourago

these heavier loadings and other economics. The county agents and the

Agricultural War Board members throughout the countrv have been kept in-

l/ Acidress before the i ational Association of I'vholesale I'rocers, Chicago,
January 27, 1943



- 6 -

forbad of the consc rv?.tion program end orders of the OificG of D'jfcnsG

Transportation, anr" they took ?. vsrv active part in oncou risinc ,shi"opors

to adiust their Tnethods to new requirements r.nd conditions in order that

existing equipment co\ild b3 used c.s fully ?.nd as effectively as possible t

The Department of Ae.ri culture supports strongly any practicable measures

to make efficient use of our transportation facilities. Thd Department

believes^ however, that it is onl^,'' fail* to point out that the monetary

advantacrc of such changes ~oes, mainly at least, to the railroads vrhich

are given greater revenue without corresponding increases in cost. Thus,

revenue advantages from these economics made largely by the shipper, have

gone m.ainly to the railroads*

Agriculture Paying I ore for Less Service

In many cases, at leastj farmers and shippers of agricultural

products are receiving less service from the railroads than they received

before the rates were increased. The number of days in transit have in-

creased and schedules are uncertain. This means that the shipper has

greater difficulty in planning his moa-aments to market in order to take

advantage of supply and demand situations in particular areas. He must

run the risk of having perishables reach the market in periods of glut.

Heavier loadings per car ar-- also costly to the shipper and they interfere

with some of his m.arket outlets. Moreover, he must bear many extra costs,

due to delays, shrinkage, deterioration, extra icing, heating, feeding of

animals, etc*

During the past 10 months the fr.rmers have been paying a 3 percent

higher freight rate for less ser\/-icc than they had before, vath the monetary

benefits going to the railroads, for all practical purposes the cost of

shipping agricul tu.r:.l produets and food by r..il have increased by more than

3 percent in thu past year. To keep the cost of food transportation dov/n

to pre-war levels it would be necessary not only to remove the 3 percent

increase, but to reduce the actual rates on these products to a point

below that which existed before the -wc.r.

Economic Situation C onfronting A:; ri cul tu_r_c

The Department of i-^griculturo is in close touch Tlth farmers

throughout the country. It knoY/s that they are faced rdth very serious

difficulties. The Department believes firmly "aid sincerelv th-t it will

be necossarAr to assure the farmer of a larger return for many farm pro-

ducts in order to get the supplies which arc needed as an essential part



of the war program. We realize that these supplies cannot be obtained by-

prices alone. Famers must also be assured of necessary labor, supplies,

equiprnent, etc. But one of the most effective ways of help^ing the farmer

to get these things is through insuring him ade.^uate prices for the things

he produces, tor this reason the Department of As,riculture has found it

necessary to announce in advance a number ox specific price-support pro-

grams. Prices of agri cultural , commodities and foods have riser in the

past year, but some m.ust rise moro if the farm.er is to keep his labor

on the farm.

On the other hand, it is a settled policy of the Government not to

rais^ the cost of living any m.ore than is absolutely necessary. The Depart-

ment of Agriculture is in accord with this policy and accordinp:ly keeps the

consumer, as well as the farmer, constantly/" in mind. A riss in food orices:

would be particularly unfortunate. Foods represent the m.ost basic items

in the cost of living. They are bought by all people — from the richest

to the poorcjst. The lowest-income families spend a largo part of their

total income for food. A rise in food prices would almost certainly result

in at leoi.st a corresponding rise in wages and this would tend to set in

motion an inxlationary spiral which Vi/ould be very difficult to control and

which, if uncontrolled, would spell disaster to the farmers, to businessm.en,

and to all other segments of the public, including the railroads.

Thus, we are confronted with a real need for raising the returns

to the producers of many foods and yet wc mu.st do this without raising

the cost of living. There are only tvvo possible solutions to this pro-

blem. The first solution is subsidy; the second is. a reduction in costs

of marketing. It might be possible to raise returns to farmers without

increasing living costs if the f^overnmient paid su.'-stantial subsidies to

the farmer, to the railroads, to the processors, to food dealers, or to

consumers. Yet such a program involves many difficulties and dangers,

and the policy of the Gove rnmcut .has boon to subsidize as little as possible,

but to take whc.t steps are needed to insure the farmer adequate prices

in the markut and at the saae tim.^ to prevent unnecessary increases in I'e-

tail prices.

The arithmetic of this problem is fairly simple. Unless the

^-o-'^crnm.ent does pro-^^ido su>--3t'">.-'.tial subsidies, the only wa^^ of gi^.^in? the

farmer adequate returns end at the so.ne time preventing a rise in living

costs is by reducing as far as we possibly can all the costs boti-ecn the

farmer and the consumer) including, for example, all charges of processing.
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manuf?.cturing J packaging, ?.nd distributing; foods. This is no time to be

raising charges for transportation, in.arkoting, and distribution. \Yg

should keep those charges at an absolute rainiraum. The Departraent is '/forking

v^dth many groups in the food industries to reduce the costs and charges

for handling foods. It believes that the 3 percent increaso- in a^.ricultural

freight rates v^I ich was made last y^-ar was unnecess .ry and that it is one

of manv factors v/hich is hindering our Food for Freodom Program.. V.'hilc

freight rates mav represent a sm.all part of the retail dollar for some

food items, they are much more important in the case of others. In any

case, the marketing bill is made up of hundreds, and even thousands,

of small charges, each of which represents a sm.all fraction of the eon-

suner' s food dollar. One of the most important jobs on the food front

is to kecr) all of these hundredsand thousands of charees and rates as

low as we possibly can.

* _Conclusi_on

In view of the facts and analysis just presented the Department of

Agriculture urges that freight rates on all a ".ricultural products and foods,

including livestock and livestock products, and including processed foods

as well as unproce ss-.id xarra products, be so adjusted that they are no higher

than the rates Vi/hich existed at the beginning, of 1942. It repeats that

it believes this will provide the railroads with more than sufficiont incom.e

to co'^'^eT costs and will provide not revenues rhieh com.pare v^rv favorably

'dth those of recent years. It will h^lp vor^/ subetantiallv the efforts of

V'le need
the farm-^r and the Governm_ent to produce the foods/to Y.~in the w~.r ".nd i/lll

help mat^ri-.lly to protect consujiers against rising costs of living.
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