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English Version
Competition within Monopoly: History and Economics of the US Railroad System, with A

Focus on Freight

Introduction: The Mystery of The United States Railroads

For most countries on this planet, speaking of trains, people would think of avant-guard
Shinkansen in Japan or luxurious trains like the Oriental Express in Europe. But dear
readers, haven’t you noticed that both are passenger trains. Like the airline industry,
customer business is more renowned than freight service, despite the latter yielding more

profit and higher share within the industry, railway industry is almost the same.

Now, let’s look at one country that is known for its freight service. The United States.

Section A: A Newborn

Well, for most people, the United States is a great industrialized country, and it must have a
very developed railway system. It might be true for the US one and a half centuries ago. In
fact, the US’s railway system was able to expand to the widest service area within the fastest
time. From the first intercity railway system by Baltimore and Ohio Railroads in 1827, by
1850, the US had a railway system of 5000 miles (8000 km).
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Transcontinental Railroads and Federal Land Grants, 1850-1900

The above graph shows the second period of railway boom in the US, starting from the first
intercontinental railway in 1869. To support the “Manifest Destiny” to develop the West,

the Federal Government strongly supported the railroad companies to expand their systems
by giving them free lands and preferable terms. As early as the 1900, the American railroad

system as we know today has been largely completed.

However, here comes the first problem. Detailed readers have perhaps already spotted this
issue. In the US, the railroads were built to support industrialization of the West, meaning
two things. First, it was built to connect two dots, not meant to support the regions in
between. Second, it was a product of government subsidies, and US infrastructures are
especially susceptible to government subsidies - when the subsidies are lost, no company

will be willing to support a profit negative industry.

Section B: The Last Breath

Now, let’s fast forward to the Second World War. The above graph shows that population
movement has increased dramatically during the war, mostly due to the massive relocation,
including the relocation of Japanese-Americans, for war purposes. Interestingly, one can
also observe that the use of railroads experienced a trough during the Great Recession

(1929-1939), showing that railroads at that time was not a cheap subsidy, but a luxury.
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Without government forcing people to move, there’s no incentive for passengers to use the

railroads.
U.S. Intercity Passenger Rail Travel, 1922-1970
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And it completely ended with Eisenhower’s Interstate Highway System. In fact, by 1965, 20
years after the war, the number of non-commute travelers have decreased by more than

80%. Why? Because cars were faster, easier, and freer. For most Americans, they enjoy the
freedom to go wherever they want with their cars, and with the postwar industrial machine,
cars were no longer a luxury. With the development of car-society, car stations like railroad

stations boomed in the US.

Section C: A Reborn
In 1971, the Federal Government decided to merge most interstate railroads by setting up a

national railroad company, Amtrak, partially to cover the losses to prevent passenger

railroads to disappear completely.
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Almost like how the privatization of JNR led to the abandonment of certain intercity
railroads in Japan, most of which has been criticized for decades, Amtrak’s abandonment of
intercity railroads is far more radical than in Japan. Yet, almost no one was reminiscent of

them, because in most American’s eyes, cars are far better than railroads.

Section D: Father and Child
However, the freight service was mostly untouched. Until today, the US freight railroad
service is dominated by the same 7 companies in the past, denominated as the Class |

companies. They are free to compete and are able to profit. Let’s decipher why.

First, unlike the passenger service, there is no perfect substitute for railroad transportation
in freight. Unlike cars, I mentioned above, faster and more convenient than railroads, trucks
have far more disadvantages compared to railroads. Despite more convenient, trucks carry
less freight, and due to the strict labor and transportation laws in the US, they are not
necessarily faster than trains. Thus, today, trucks in the US are mostly used to carry B2C

and small B2B services such as deliveries.
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Airplanes, on the other hand, don't even belong to the same industry. Airplanes cannot carry
coals, natural gas, crude oil, three key products largely traded in the US and transported

across the country by railroads. Airplanes in the US serve consumer products and letters

services.
U.S. Rail Traffic'
Week 35, 2025 - Ended August 30, 2025

This Week Year-To-Date
Cars vs 2024 Cumulative Ava/wk® vs 2024
Total Carloads 234,740 0.6% 7,749,143 221,404 2.5%
Chemicals 34,960 4.9% 1,156,908 33,055 1.8%
Coal 62,579 -01% 2,037,929 58,227 5.4%
Farm Products excl. Grain, and Food 16,643 -0.3% 587,331 16,781 2.0%
Forest Products 8,236 -3.4% 288,910 8,255 -0.6%
Grain 19,766 -3.6% 736,568 21,045 6.3%
Metallic Ores and Metals 22,362 3.5% 691,054 19,744 -1.5%
Motor Vehicles and Parts 17,489 1.5% 536,565 15,330 1.5%
Nonmetallic Minerals 32,602 1.4% 1,036,875 29,625 0.5%
Petroleum and Petroleum Products 10,559 -1.7% 360,510 10,300 -0.8%
Other 9,544 4.1% 316,493 9,043 4.4%
Total Intermodal Units 286,762 1.2% 9,471,467 270,613 4.1%
Total Traffic 521,502 0.9% 17,220,610 492,017 3.4%

' Excludes U.S. operations of CPKC, CN and GMXT.
. Average per week figures may not sum to totals as a result of independent rounding.

Now, if we look at the above data, US railroads continue to mainly transport Chemicals,
Coals, and Minerals. Why? Because trucks and trains cannot. So the US railroads industry is
a perfect example of a competitive economic model - each service provider finds an industry

it has the most relative advantage over, and dominates that field, earning the most profit.

Conclusion

Dear readers interested in railroads: first, thank you for reading over this boring article.
However, I hope this answers some of your questions about the US railroad system, such as
why don’t we have much image of beautiful sleeper trains in the US, if we had any memory
of commuter trains, it might be double-deckers of New Jersey transit. Also, why US trains
can be as long as miles and miles, more than 100 carriages, tugged by a single engine head.
Because they carry coals and minerals, which don’t expire. Thus, freight service in the US
remains cheap, slow, but profitable. If you go to the US and driving by a railroad, you can

see huge carriages appearing to be stopping. Yet, if you go closer, you will see it is slowly
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moving, slower than walking. While laughing at it, [ hope this article also reminds you of the

history and economics that forged the US railway system today.

PS: Some of you might have thought of what might happen if you run into one of these
giants at a railway juncture: Yes, you are right, you might need to wait for hours for it to pass
by. Thus, no one actually likes seeing it when crossing it - if you miss the light, your day is

gone:--
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