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A Comprehensive Treatment of the 
Railroad Problem 

The following is a review, written 
for the “ Economic Journal ” 
(London), by W. M. Acworth, the 
well-known economist, of “ Rail- 
roads: Rates and Regulations,” a 
book (published by Longmans, 
Green & Co.) by William 2. Ripley, 
Ph.D.,Nathaniel Ropes Professor of 
Economics in Harvard University. 

By this book and its two companion 
volumes, Railway Problems, Selections and 
Documents in Economics, which appeared 
two years ago, and Railroad Finance and 
Organization, announced to appear directly, 
but sections of which have already been 
published in advance in The Railway Age 
Gactic and elsewhere, Professor Ripley has 
put economists all over the world -but more 
especially in England, where there is no 
railway literature worth mentioning-under 
a deep obligation. In the English language, 
at any rate, there exists no such complete 
presentation of the whole subject from the 
pen of so competent an author. The fullness 
of detail and wealth of illustration is such 
that an economic student desiring to obtain 
a thorough understanding of the railway 
problem as a whole-though not, of course, 
that of any country other than the United 
States in particular-will in future be able to 

find all he needs in Professor Ripley’s work, 
and need hardly seek the fountains for himself. 

t Y * * 

My attitude toward the present book as 
a whole is one of unfeigned admiration. 
Having tried something in a much smaller 
way on the same subject myself, I know how 
difficult the book must have been to write; 
and I can appreciate the skill with which the 
task has been accomplished. There is only 
one serious criticism, and that Professor 
Ripley almost disarms by the frankness of 
his Preface: “If bias there be, it will in all 
likelihood be found to favor the welfare of 
the ‘dim inarticulate multitude.’ . . . If 
there be lack of judicial poise in this regard, 
it is, at all events, palliated by free confession 
in advance.” In my opinion there is “ bias” 
and “lack of judicial poise,” due, as it seems 
to me, not merely to sympathy with the 
“dim inarticulate multitude,” but to the fact 
that Professor Ripley has in his study of the 
subject been in contact with, and therefore 
unconsciously imbibed the ideas and the men- 
tal attitude of the regulators, State Governors, 
State Commissioners, and Interstate Com- 
missioners, rather than of the regulatees, the 
railway companies. No one who has watched 
from the outside the long process of develop- 
ment which the regulation of railways by 
public authorities has gone through in the 
United States, can reasonably doubt that, 
while the public authorities have usually- 
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though most emphatically not always, b, 
any means-been actuated by the best anC 
most honest intentions, they have agair 
and again forced upon the railway companie: 
a policy contrary to the public interest. And 
yet in no instance that I have noticed ha: 
Professor Ripley openly expressed disap 
proval of their action. The prohibition of 
pooling by the Act to Regulate Commerce 
of 1887 almost of necessity thrust the rail- 
way companies back into the slough 01 
secret rebates and unreasonable discrimina- 
tions, from which the better managed lines, 
at least, were doing their utmost to escape, 
Professor Ripley chronicles, but does not 
condemn. The railway companies, strug- 
gling to get away from a vicious system, 
complained for years that the Interstate 
Commerce Commission failed to use such 
powers as it possessed-and they were not 
inconsiderable - to assist them. Professor 
Ripley is silent on this point. The decisions 
of the Supreme Court in the Trans-Missouri 
and Freight Traffic Association cases, which 
decided that the Sherman Anti-Trust Law 
applied to railroad companies-in spite of 
the admitted fact that Congress had not 
intended it should so apply-were mainly 
responsible for the welter of rebates which 
discredited railway management in the 
closing years of the nineteenth century. Yet 

Professor Ripley, who does not hesitate to 
criticise judges quite freely when they may 
happen to curb the ambition of his hero, the 
Interstate Commerce Commission, has in 
this case not a word of disapprobation, or 
even of regret, to offer. Nor does he so 
much as mention the name of Mr. Cassatt, 
then President of the Pennsylvania Railroad, 
the one man who did more probably than 
any dozen public functionaries to put an end 
to secret rebates. 

* * * * 

In sdme cases Professor Ripley’s uncon. 
scious bias ‘against the railway companies’ 
leads him to ignore the facts of his own 
evident.e. A good instance is to be found 
in the chapter on the Movement of Rates 

since 1870. On page 425 he says : “The 
curve of revenue per ton mile, as shown 
by diagram at the head of this chapter, 
certainly gives no indication of the consider- 
able increase of freight rates which has 
ensued since 1900. . . . Although the 
curve does not show it, there has been a 
notable upward movement all along the 
line.” On page 427 he speaks of “the 
substantial increase of rates which has taken 
place during the decade,” which was, he says, 
“ more often accomplished surreptitiously.” 

After discussing for three pages this substan- 
tial increase, which he takes for granted, 
though he admits that the curve does not 
show it, he adds that “it must suffice that 
the fact of a substantial rise of charges since 
the turning point in 1900 is beyond question. 

On the other hand, it is indubitable that such 
increases have occurred, arousing vehement 
protests among shippers, and have been more 
widely advertised than changes in the opposite 
direction. Substantial reductions, especially 
on low-grade staples, have sometimes oc- 
curred, and one is almost at a loss bow to strike 

a fair balance between the two in the absence 

of dependable data.” [Reviewer’s italics.] 
Is it unreasonable to suppose that the curve 
does strike a fair balance, and that the sum 
of the decreases roughly equalled the sum of 
the increases ? Professor Ripley evidently 
does not think so; or, if the phrase may be 
permitted, does not “feel that way,” for, on 
page 430, he goes on to consider “ How far 
the rise since 1900 has been commensurate 
with the general upward movement of prices 
of other commodities than transportation. 

. . . The evidence tends to show that prices 
in general have moved upward during the 
last ten years by approximately one-fourth, 
and it may be even one-third. Have railway 
charges in general surpassed this rate or 
not ? ” But enough on this point. For 
economists possessing no personal familiarity 
with the subject it is, I think, a serious blot 
on a work in other respects of the very 
highest val,ue. On the other hand, there is 
a compensating advantage. The book will 
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of necessity be read by every railwayman 
who desires to understand his own subject, 
and it will be profitable for him to see how 
the action of the railway companies appears 
to an outside student, whose intention to be 
fair is as unquestionable as his competence. 

* * * * 

In so large a book, recording such a vast 
number of separate facts, there are bound to 
be mistakes. Here are two statements that 
look as if they cannot both be right : On the 
opening of the first Trans-Continental route 
in 1869, so it is stated on page 19, “a large 
volume of trade was at once deflected from 
the sea route round Cape Horn. The value 
of goods shipped by water between New 
York and San Francisco, which in 1869 

amounted to $70,000,000, fell in the next 
year to $18,600,000, and in 1872 to less than 
$10,000,000.” Then, on page 28, “It 
was estimated that as late as 1878 not over 
one-fourth of the total tonnage moved into 
California went by rail.” Is it possible that 
the value of the one-fourth was so very 
much greater than the value of the three- 
fourths as to explain the enormous drop in 
the value of the ocean-borne traffic ? 

Statements as to the amount of assistance 
given to the railways of the United States 
from public sources are often made, but they 
are seldom conclusive. Professor Ripley 
says on page 39, “ Reliable evidence tends 
to show that the State and National Govern- 
ments, up to 1870, had pledged themselves 
one way or another for a sum equivalent to 
one-fifth of the cost of construction of the 
47,000 miles of line then in the United 
States. And approximately another fifth, at 
the very least, must have been contributed 
from local and municipal sources.” It 
would be interesting to know what pro- 
portion the two-fifths of the capital as it 
existed in 1870 bears to the total railway 
capital of 1913; and, further, to know what 
has been the ultimate fate of the public in- 
vestments. Certainly the Federal Govern- 
ment did well out of its advance to the 
Union and Central Pacific Railroads; ,and 

more than one of the Southern States nets a 
handsome income nowadays as a railway 
shareholder. 

On page 90 we read that “the London 
and North-Western, one of the leading rail- 
roads in Great Britain, reports recently an 
average freight load of only 68 tons.” Alas ! 
the North-Western not only does not report, 
but does not even know its average train 
load. We only wish it did. 

On page 103 Professor Ripley states in a 
very convenient form the general law apply- 
ing both to cost and to rates : “The com- 
mon rule is that the rate rises as the square 
root of the distance, rather than in proportion 
to it. A hundred-mile haul represents a cost 
approximately only twice as great as one of 
twenty-five miles, instead of being four times 
as much. For thrice a given cost the haul 
may be increased nine times.” It probably 
should be added, so far as rate and not cost 
is in question, that the rule hardly applies to 
high-class traffic. It may not cost more than 
three times as much to move a ton of 

furniture 270 miles as to move it 30 miles ; 
but it is very questionable whether any rail- 
way company would be content with mak- 
ing a charge only three times as much on an 
article that could well bear a higher rate. 

* * * * 

Is it correct to write, as Professor Ripley 
does on page 114, that “railway competition 
is of three entirely distinct sorts-competition 
of routes, competition in facilities, and com- 
petition of markets ” ? Surely competition 
in facilities is a sub-head of competition of 
routes, having alongside it a second sub-head, 
competition of rates. Further, competition 
of markets is twofold according to whether 
we regard the market as a place of import, 
or as a place of export. Is not the true 
formula something like this ? “ Railroads 
compete, or may compete, directly with each 
other in rates and facilities for the carriage of 
traffic for which two or more routes are avail- 
able. Further, they compete indirectly with 
each other, acting in this case, however, not 
so much on their on account as in the oapacity 
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of agents for, and supporters of their custom- 
ers, farmers, merchants, or manufacturers : on 
the one hand, to bring in, from different pro- 
ducing districts over different routes, agricul- 
tural products and raw materials into the great 
central points, where these goods are either 
consumed or bulked or transformed for fur- 
ther dispatch to points beyond; or, on the 
other hand, to enable different concentration 
points to distribute over different routes goods 
for use in the sameconsuming area.” It may be 
added that the same thing is true of passenger 
traffic. The Great Northern and the North- 
Western compete directly for passenger traffic 
between London and Edinburgh; and it 
matters nothing to the hotel-keepers at the 
two ends of the journey which route the 
passengers take. On the other hand, the 
Great Western service to Cornwall com- 
petes indirectly with the North-Western 
service to North Wales, and it matters very 
considerably to the hotel-keepers of the 
respective districts how far either company 
can make its competition effective. In other 
words, there is upon each company an eco- 
nomic compulsion to do what, in American 
railway phras&logy, is termed sometimes 
“protecting its own territory,” and some- 
times “ keeping everyone in business.” 

* t * * 

Professor Ripley opens up a wide field 
for discussion in the following statement : 

‘f Special rates which create new busi- 
ness should be carefully distinguished 
from special rates which merely wrest 
business from other carriers or markets. 
Any expedient which will make two blades 
of grass grow where one grew before ; 
which puts American wheat into Liver- 
pool in competition with India and 
Argentina ; which cheapens California 
fruit on the eastern markets ; which offers 
a wider choice of building stone for 
Chicago ; which will establish new in- 
dustries for the utilization of local raw 
materials, deserves the greatest encourage- 
ment. Our country has been unprece- 
dentedly developed in consequence of the 
energy and progressiveness of railway 
ma’ agers. But thousands of other special 
rat iii have no such justification, even 
wh&re they are public and open to all 

shippers alike. These qre the expression 
of railway ambition to build up trade by 
invading territory natutallp tributary to 
other railways or trades. ” 

Is there really any such antithesis as Pro- 
fessor Ripley suggests? Is it not a case of 
the old definition of orthodoxy and hetero- 
doxy ? Can we doubt that the proprietors 
of quarries near Chicago consider Chicago 
territory naturally tributary to them ? Can 
we suppose that they regard rates which 
“offer a wider choice of building stone” as 
“ deserving the greatest encouragement ” ? 
Surely no one can lay down a formula which 
shall cover all the millions of cases in practi- 
cal life, to decide when competition is fair 
or unfair. We may agree that, just as the 
farmer who, by better methods or harder 
work, makes two blades grow where one 
grew before, is a public benefactor, so the 
railway manager who, by more economical 
utilization of his plant and organization can 
afford to, and consequently does, carry his 
traffic at lower rates, must on balance be 
rendering a public service. But the farmer 
operates on so small a scale that the injury 
which he causes to his neighbors is as negli- 
gible as the effect of a load of refuse dumped 
into New York Bay in eroding the coast of 
Ireland. A great railway company operates 
on so vast a scale that its rate adjustments 
may effect the economic development of 
half a continent. 

That this strong statement is none too 
strong will be admitted by anyone who studies 
Professor Ripley’s account of the develop- 
ment of what are known as the “inter- 
mountain ” rates, on which a case is now 
pending before the Supreme Court, whose 
decision, though it cannot be final in any- 
thing more than a judicial sense, will doubt- 
less have very far-reaching consequences. 
Here is, roughly, in outline the situation as 
it has grown up since the Trans-Continental 
railways first came into competition for traffic 
from the Atlantic to the Pacific coast with 
the water route via Cape Horn. First, 
New York, let us say, obtained .an excep- 
tionally low through railway rate to San 
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Francisco to compete with the water route. 
Then Buffalo and Pittsburgh claimed that, 

unless they were given the benefit of this 
same rate, they would send their goods by 
rail to New York and thence by sea. The 
claim was conceded. The same demand 
was next made by Chicago and St. Louis, 
with the same result. Theoretically, no 
doubt, it might have paid these two cities to 
send their traffic 1000 miles to the east by 
rail and then by sea, rather than use the all- 
land route of 2300 miles at the local rate. 
Anyway, the claim was conceded. But this 
was not the end. The growing Missouri 
towns, Omaha and Kansas City, asserted, 
no doubt with entire truth, that they could 
do no trade with California if they had to 
pay the local rates, while the whole eastern 
United States had the benefit of a low 
through rate. And the railway companies 
serving them naturally insisted on their right 

to “protect their territory.” So once more 
the area from which the through rate applied 
was extended farther to the west. And the 
result is that today the whole territory of the 
United States, stretching for more than 2000 
miles from Boston to Denver, has the right 
to the same through rate to San Francisco. 
And this, be it observed, by the extension to 
the nearest places of the benefit already 
granted to the most distant. 

* * * * 

.But this is not the whole story. The 
through rate began as an inter-ocean rate, and 
points in California and Nevada, east of San 
Francisco, were back from the ocean. Ship- 
pers, therefore, at one such point A were, and 

still are, called upon to pay for goods to an- 
other such point B the through rate from A to 
San Francisco, plus the local rate back again 
to.B. In other words, a merchant in Boston 
can send a car-load of goods 3500 miles 
through Denver and Reno to San Francisco 
for considerably less money than would be 
charged for.1 a car-load of the same goods 
from Denver to Reno, say 1000 miles. Stated 
baldly, this. result looks like grotesquely 
gratuitous injustice. And yet each step of the 

process by which it has been brought about 
might well be justified at the time. And the 
commercial situation in the whole of the Far 
West has grown up under, and has adapted 
itself to it. 

The matter has been before the Interstate 
Commerce Commission in various cases ex- 
tending over many years. In the decision 
now before the Supreme Court for review, 
the Commission has, after exhaustive dis- 
cussion, put forward a solution which is at 
least ingenious. Broadly, it is this: West- 
ward of a line drawn north and south through 
St. Paul and Omaha rates to intermediate 
points must not be higher than to the Pacific 
coast. From territory lying eastward of this 
line, but west of a line drawn north and south 
through Chicago, rates .to the intermediate 
points may be higher by an amount not ex- 
ceeding 7 per cent. From a third zone be- 

tween Chicago and Buffalo the excess may 

be as much as 15 per cent. And finally, from 

the nearer neighborhood of the Atlantic coast 

itself the excess may reach 25 per cent. Prob- 

ably the suggested way out of a situation that 

cannot be defended as permanently reasonable 

is, provided the process of rearrangement is 

sufficiently gradual, as good as could be found. 

But it is more than possible that the whole 

thing will be upset by the Supreme Court. 

For it is claimed by the railway companies, 

and apparently with good reason, that the 

Commission has gone beyond its legal 

powers. Its power, they say, is to prescribe 

reasonable maximum rates, but not to pre- 

vent the railroad companies going below 

these rates, or to lay down a general frame- 

work of relation of rates inter se. 

* * * * 

Of the innumerable points which I had 

marked for citation and discussion I will 

give just one more. It was a twofold interest 

both in itself and because it illustrates 

Professor Ripley’s instinctive attitude toward 

railway companies. One of the latest amend- 

ments to the Act to Regulate Commerce 
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made by Congress in 1910 is to the follow- 
ing effect : 

“ Whenever a carrier by railroad shall 
in competition with a water route reduce 
the rates on the carriage of any species of 
freight to or from competitive points, it 
shall not be permitted to increase such 
rates unless after hearing by the Inter- 
state Commerce Commission it shall be 
found that such proposed increase rests 
upon changed conditions other than the 
elimination of water companies.” 

Now, in my judgment this is a quite proper 
provision, and, indeed, it so happens that the 
Report of the recent Vice-Regal Commission 
on Irish Railways contains a recommenda- 
tion that the same restriction should be put 
upon our railways at home, for which I was 
specially responsible. But Professor Ripley 
makes this comment : “The following ac- 
count by W. M. Acworth in the Railway 
Age Gazette of a conversation with the late 
Collis P. Huntingdon illustrates the possible 
abuse.” The story, which is too long to quote 
here, may be summarized thus : The South- 
ern Pacific Railroad ran two fine steamers 
between San Francisco and Sacramento. A 
competitor started a service by an inferior 
steamer at half rates. Thereupon the South- 
ern Pacific laid up the big boats, and ran a 
cheap steamer at rates cut in half again, till 
they forced the outsider out of business and 

bought up his steamer at their own price. 
Now, this story, be it observed, does not 
illustrate the abuse. The action of the 
Southern Pacific Company was taken not 
as a carrier by railroad, but as a carrier 
by water, and would not, therefore, have 
been contrary to the section as printed above. 
Further, it is surely at least arguable that 
water competition, even in the hands of a 
railroad company, is on a different footing 
from competition by rail. The service, for 
instance, between Dublin and Holyhead is 
carried on by the North-Western Railway 
in competition with a private undertaking, 
the City of Dublin Steam Packet Company. 
It seems a hard saying that, if the Dublin 
Company were to start a rate war, the North- 
Western would be morally, and ought to be 
legally, bound merely to act on the defensive. 
and reduce its rates pari passu; and would 
be doing something reprehensible if it carried 
the war into the enemy’s country. 

* * * x 

I have expressed disagreement with Pro- 
fessor Ripley on a good many points, so let 
me conclude by thanking him-and I am 
quiet sure no economist who reads the book 

will disagree with me-for one of the most 
valuable books that has been written on the 
subject in any language. 

W. M. ACWORTH. 

Extracts from Professor Ripley’s Book 

Freight Car Efficiency 

“A steady increase in the freight perform- 
ance of American equipment is shown by 
official data of the Interstate Commerce 
Commission. Whereas in 1894 it required 
on an average 1888 freight cars for every 
l,OOO,OOO tons of freight transported, their 
capacity has so increased that the same 
amount of traffic in 1906 was carried by only 
1127 cars. In other words, an enormous 
increase in the freight service had been at- 
tained. On the other hand, the actual 
mileage performance of much of this equip- 
ment is extraordinarily low. It averages 

only about 9000 miles annually, or an 
equivalent of thirty miles a day. At a speed 
of fifteen miles an hour, this means that ac- 
tual movement under a paying load, allow- 
ing for one-third of its journeyings empty, 
occupies but little over an hour and a quarter 
a day. The actual performance is. however, 
not quite as poor as appears. For,) of course, 
this average includes the non-movement of 
all cars in bad order (sometimes one-tenth of 
the total); and also all idle equipment. This 
latter consideration is of great moment. 
Special cars, suitable only for seasonal 
business ; and especially demurrage delays, 

6 

downloaded from http://PRR.Railfan.net          collection of Robert Schoenberg, ©2005      Commercial reproduction or distribution prohibited 



often forty-eight hours or more, adversely 
affect the result. Where separate mileage 
records of ’ foreign ’ cars are kept, as on the 
Wabash system, it appears that their mileage 
is twice as high as for ‘home’ cars. The 
difference is due to the fact that cars off their 
own rails, mainly are in actual demand and 
are kept moving. Probably the daily per- 
formance of loaded cars is not less than 150 
miles. But a journey of this length, with 
two days’ delay at each end at terminals, 
would bring the average down to about thirty 
miles. The public does not always appre- 
ciate these facts ; and is often querulous. It 
is certain that the problem how to secure 
greater efficiency in the use of this equip- 
ment is as yet imperfectly solved.” 

Chapter III, pagej 96 and 97. 

* * * * 

Rate Making Practice 
“The principle of the flat rate, based upon 

the theory that distance is a quite subordinate, 
if not indeed entirely negligible, element in 
the construction of freight tariffs under cir- 
cumstances of competition, was fully accepted 
twenty-five years ago. J. C. Stubbs, traffic 
manager of the Harriman lines, speaking of 
transcontinental business in 1898, clearly 
expressed it as ‘the traditional policy of 
the American lines as between themselves to 
recognize and to practice equality of rates as 
the only reasonable and just rule . . . regard- 
less of the characteristics of their respective 
lines, whether equal in length or widely dif- 
ferent.’ It is the theory upon which the 
southern basing-point system is founded ; 
and it is the common practice in making 
rates into and out of New England-being 
in fact vital to the continued prosperity of 
this out - of - the - way territory. President 
Tuttle, of the Boston and Maine, has most 
ably supported this principle of equality of 
rates irrespective of distance. ‘ It is the duty 
of transportation agents,’ he says, ‘to so ad- 
just their freight tariffs that, regardless of 
distance, producers and consumers in every 
part of this country shall, to the fullest extent 
possible, have equal access to the markets of 
all parts-of this country and of the world, a 
result wholly impossible of attainment if 
freight rates must be constructed upon the 
scientific principle of tons and miles.’ This 
is the principle of the blanket rate attacked 
in the famous Milk Producers’ Protective 
Association case in 1897; and it is the prac- 
tice which has been so fully discussed of late, 

as generally applied to lumber rates from the 
various forest regions of the United States 
into the treeless tract of the Middle West. 
The principle, while applied thus generally 
in the construction of tariffs, is of far greater 
applicability in the making of special or com- 
modity rates. Wool rates afford one of the 
best examples. Under such rates the bulk 
of the tonnage of American railways is at 
present moved. The essential principle of 
such special rates, constituting exceptions to 
the classified tariffs, is that of the flat rate; 
namely, a rate fixed in accordance with what 
the traffic will bear, without regard to the 
element of cost, that is ,to say, of distance. 
But a noticeable trend away from the flat 
rate is evident in recent decisions of the 
Interstate Commerce Commission; especially 
in the Intermountain case, revision of the 
wool and cattle rates, and the general dispo- 
sition to lessen special tariffs ail along the 
line.” 

Chapfer IV, pages 133 and 134. 

* * * * 

Adjustment of Rates 
“Not only must rates of all sorts be deli- 

cately adjusted to suit the immediate exigen- 
cies of trade; they must he constantly modified 
in order to keep pace with its ever changing 
conditions. This is peculiarly true of a 
rapidly growing country like the United 
States. An admirable instance is afforded 
by the complaint of the Lincoln Commercial 
Club before the Interstate Commerce Com- 
mission. Lincoln, Nebraska, lies about 
fifty-five miles southwest of Omaha. Origin- 
ally all its supplies came from the East, as 
both cities were for a time outposts of civil- 
ization. The coal supply came from Iowa 
and Illinois, and the salt from Michigan. 
On these and most other commodities the 
rates to Lincoln were made up of a through 
rate from the East to the Missouri River, 
plus the local rate on to destination. The 
city of Lincoln thus paid considerably more 
than Omaha for all of its supplies. Grad- 
ually conditions have changed ; until in 1907 
it appeared that over half the soft coal con- 
sumed in Lincoln was brought from Kansas 
and Missouri ; four-fifths of the lumber from 
the South and nearly all the rest from the 
Pacific coast; glass and salt from the glass 
belt and salt beds of Kansas; and a great 
deal of beet sugar from the western fields. 
For a large proportion of these and other 
supplies, Lincoln was actually as near or 
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nearer the point of production than Omaha, 
and yet the difficulties of effecting an adjust- 
ment between rival carriers had prevented 
any modification of rates corresponding to 
these changes in economic conditions. On 
every one of thesecommodities the rate to Lin- 
coln remained steadily higher than to Omaha, 
regardless of the source of supply. Unani- 
mous consent was necessary for readjust- 
ment. So long as any single road refused to 
assent, a general rate disturbance might be 
precipitated by any independent action. The 
beneficent effect of the exercise of govern- 
mental authority, powerful enough over all 
interested parties to compel acquiescence, has 
been clearly apparent in affording relief.” 

Chapter V, pages 14 7 and 148. 

* * -If * 

Uniform Classification 
“And yet, bearing in mind all the dis- 

advantages and evils of the present three- 
fold system, the obstacles incident to the 
substitution of a single uniform classification 
for the United States grow more impressive 
as one examines them in detail. Our vast 
territory and extreme diversity of agricultural 
and industrial conditions render the problem 
far more difficult than in the compact and 
morehomogeneouscommunities abroad. The 
primary advantage of thepresent system is that 
each of the three existing classifications more 
or less clearly reflects local trade conditions 
in its own territory. From the point of 
view of transportation, the same commodity 
may well be able to yield widely different 
proportions of the total revenue levied upon 

the traffic of that section. For example, 
cotton piece goods may be rated first class 
in Western territory, fourth class in Southern, 
second class less fifteen per cent. in Official 
territory, and one-third of first class in the 
transcontinental tariffs. -The reason for this 
diversity of treatment is that such cotton 
piece goods both in the South and the East 
are a staple product of the district. The 
rates, therefore, in each case are inten’ded to 
foster the manufacture of cotton, by accord- 
ing a relatively low freight rate upon its 
output. In the West, on the other hand, 
where no cotton is raised and no cotton mills 
exist, these goods become much more valu- 
able, as classified relative to other com- 
modities. Oranges or lemons in southern 
California are favored by almost commodity 
rates in order to foster the industry in that 
locality. But these citrous fruits reaching 
New England as a luxury, may consequently 
there be made to contribute a much larger 
proportion of the railways’ revenue. The 
East, as a rule, classifies manufactured prod- 
ucts relatively low, inasmuch as it is the 
home territory for industry of this sort. But 
these products, when they pass beyond the 
Mississippi, rise almost automatically to a 
higher class as they increase in value to the 
community in which they are consumed. 
How different are the commercial conditions 
under which wool is rated east and west! 
In one territory it is distributed to manufac- 
turers in small lots at way stations; in the 
other it moves long distances in solid carload 
lots.” 

Chapter IX, pager 345 and 346. 
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