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What Happened to Railroads? 

Clue # Cause
 

Effect

Supply Demand

1 Government regulation to 
encourage competition

• Companies are 
less profitable. 

• Some go bankrupt 
• Some rail lines are 

abandoned 

2 Th e  Gr e a t  De p r e s s i o n

• Com p a n i e s  ar e  
les s  pr o f i t a b l e

• Som e  go  ba n k r u p t
• Som e  rai l  lin e s  ar e  
ab a n d o n e d  

• A  red u c t i o n  in  inc o m e  
lea d s  to  a  red u c t i o n  
in  pa s s e n g e r  tra v e l

• Cu t s  in  pro d u c t i o n  
al s o  red u c e  sh i p p e r  
dem a n d  for  
tra n s p o r t i n g  go o d s  

3 Go v e r n m e n t  lim i t s  rai l  
spe e d  to  79  mp h  to  
pr o m o t e  rai l  sa f e t y

• Hi g h- spe e d  rai l  
se r v i c e  is  lim i t e d

4 Ne w  com p e t i t o r s — a u t o s ,  
bu s s e s ,  tru c k s  an d  pla n e s
— e n t e r  the  tra n s p o r t  
ind u s t r y .

• Ne w  pro d u c e r s  
exp a n d  tra n s- po r t  
op t i o n s

• Ad v a n t a g e s  su c h  as  
pr i v a c y ,  fle x i b i l i t y ,  an d  
sp e e d  cau s e  con-
sum e r s  to  
inc r e a s i n g l y  cho o s e  
com p e t i t o r s  ov e r  
tra i n s

5 Go v e r n m e n t  po l i c i e s  fav o r  
hi g h w a y s  an d  av i a t i o n

• Su b s i d i e s  he l p  
inc r e a s e  the  
nu m b e r  of  ai r  
ro u t e s  

• Th e r e  ar e  al s o  
mo r e  m i l e s  of  
hi g h w a y  tha n  rai l s

• Wi t h  low  fue l  pr i c e s  
the r e  is  li tt l e  inc e n t i v e  
for  co n s u m e r s  to  
ch o o s e  rai l  tra v e l  
ov e r  tra v e l  by  ca r  or  
pl a n e

On the back of this page: 

1 A) Summarize in one sentence the reasons the rail industry experienced financial 
difficulties after World War II. 

2 B) List five factors that are credited with helping the railroads return to 
profitability. 
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