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may warrant an expression of my views 
on the general railroad situation. I there- 
fore appreciate the fitting opportunity you 
have given me to present certain sugges- 
tions for the consideration of this thor- 

oughly representative gathering. 
Although holding no commission to It is no difficult task to sum up the 

speak for the railroads as a whole, the present railroad situation. We can all see 

seriousness of their present position that something is wrong, but no useful 
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purpose will be served unless we can sug- 
gest some constructive methods of im- 
proving railroad conditions. 

* * * * 

Examine, for instance, the Eastern Rail- 
roads, which reach the centers of the 
largest population and heaviest traffic of 
the country, and you will find greatly 
diminished gross revenues and a still 
greater proportionate reduction in net 
revenues ; their purchasing powers are 
stringently curtailed, and their credit has 
been greatly weakened. This condition 
arises from causes largely beyond their 
own control, so that the return earned 
during the past year upon the money in- 
vested in the road and equipment of these 
Railroads amounted to less than 4 per 
cent. This serious condition is not new, 
but it is now acute. We have been living 
on hope at least since 1910,when the down- 
ward trend was clearly indicated; how 
much longer we can exist on that pre- 
carious asset, I will not venture to say, 
except to suggest that it takes more than 
hope, advice, or enthusiasm, or all com- 
bined, to pay wages and taxes, provide 
satisfactory service, pay dividends, and re- 
tain a proper credit basis to obtain capital 
for improvements and extensions. 

Railroads Need Increased Rates 
Increased traffic will not cure the rail- 

road malady, for remember that up to the 
present all their economies and efficiency, 
obtained by increased train loads, etc., 
have been offset by increased costs, wages 
and taxes. These companies, therefore, 
need not merely the very moderate in- 
crease in rates for which they petitioned 
the Interstate Commerce Commission, 
but also all the revenue that can be secured 
by working out in practice the various 
other means suggested by the Commission 
for increasing revenue. 

A full consideration of the railroad posi- 
tion and the effects of public regulation 
must not, however, stop there. Irrespec- 

tive of any decision in the rate case now 
pending, whether it be finally favorable 
(as we trust it will be) or unfavorable, it 
is evident that the time is ripe for sug- 
gestions concerning constructive railroad 
legislation and policy. 

* * * .;+ 

I need not remind you that after agri- 
culture-and what would agriculture be 
without railroads i - the railroads are not 
merely the most important industry in the 
country, but they are also in their essence 
public institutions performing functions 
which are by their very nature of a public 
character. They are owned in part by an 
army of individuals, actually holding their 
stocks and bonds, and in part by institutions 
such as savings banks, insurance companies, 
universities, hospitals and other philan- 
thropic enterprises, in the welfare of which 
many more millions of individuals are 
vitally concerned. These are largely de- 
pendent upon income derived from the 
money they have invested in the service 
of the public, and rightfully they hold rail- 
road managers responsible for this income. 
It should be the business of Government 
regulation, not merely to see that the pub- 
lic is properly served by these railroad 
managers, but also to see that the owners 
of the properties are fairly compensated, 
and that their revenues are sufficient to 
properly discharge their duties to the pub- 
lic. Otherwise the managements of these 
companies will be prevented from effi- 
ciently discharging their obligations to the 
public and their owners. The railroads 
must give the public good service and their 
operations must be continuous in good times 
and in bad. Moreover, the railroads of 
the country pay over $140,000,000 in 
taxes every year, a sum equal to 5 per 
cent. on nearly three billions of dollars, re- 
quiring over 16 per cent. of their net oper- 
ating revenues. They pay good wages to 
their own employes and furnish profitable 
employment for the industries which fur- 
nish railroad materials and supplies. 

* * Q * 
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Investor Must Be Protected 
But apparently the interests of everyone 

have been safeguarded under public regu- 
lation except the interests of those who 
furnish the money for the public service ; 
and we must protect those investors upon 

whom we must rely for future capital. 
Failure in the last decade to protect the 
railroads and railroad investors has at last 
produced a lack of confidence in public 
regulation, and we now know that through 
the weakness of the railroads, the whole 
country is suffering. Upon this great in- 
dustry, through the operation of too many 
hastily enacted Federal and State laws, and 
by failure to provide and adjust the ma- 
chinery necessary to enforce these laws by 

reasonable and practical methods, a mis- 
taken policy of repression has been im- 
posed, which has not permitted railroad 
charges to increase with the enforced in- 
crease in the cost of their operations. This 
has caused loss to existing railroads, and 
has precluded the building of new lines, 
and the making of needed improvements 
and betterments on the present roads. The 
inherent weakness of the present situation 
is that we as a people seem to have as- 
sumed that the present railroads and their 
equipment and facilities are complete, and 
are sufficient for present and future needs, 
and that the chief function of public regu- 
lation is to curtail their revenues, increase 
their expenses and lessen the margin of 
return. In this growing country the 
present railroads are far from adequate, and 
therefore the policy of repression is bound 
to bring, if it has not brought already, a day 
of reckoning. Let us not forget that if we 
expect people to continue supplying their 
savings for our railroads, present and 
future, their earnings must continue to be 
what these investors regard as reasonable 
and sufficient, and they are not likely to be 
governed by the opinions of legislators or 
Commissions in this respect. The present 
policy of repression must be modified and 
lack of confidence must be removed, or 

these millions of investors will seek other 
avenues to utilize their capital. 

There are some particular features of 
the railroad situation, incidental to public 
regulation, to which I would direct atten- 
tion. 

Public Opinion Now Convinced 
Railroads Are Entitled to 

Fair Treatment 
The railroads are existing under con- 

ditions that breed business depressions, 
because of arbitrary, heavy and frequently 
unjustifiable burdens imposed upon them by 
legislatures, State and National, and there 

are still many wasteful legislative experi- 
ments forthcoming.unless the authors dis- 
cover that the public will not willingly pay 
their cost. Public opinion is now con- 
vinced, I feel, that the railroads are en- 
titled to more equitable treatment under 
public regulation, and that opinion and 
your very kind invitation have opened the 
way for me to offer some suggestions. 

n + + x 

The present situation is not the result 
of premeditated action or of a clearly de- 
fined punitive public policy ; it is the 
result of our failure to fairly adjust our 

national conception of the rights and 
duties of these common carriers, and to 
adapt our new laws for public regulation 
to rapidly changing commercial and finan- 
cial conditions. It is not, therefore, a case 
for mere sterile criticism, but for mutual 
study and co-operation to the end that the 
evils now existing may be clearly recog- 
nized and corrected. The public, the rail- 
roads and the Commissions, State and 
Federal, should unite in an effort to ascer- 
tain and finally establish the principles 
upon which wise regulation should here- 
after proceed, so as to retain for the people 
at large the advantage of our American 

system of private ownership and operation 
under public regulation, and avoid being 
forced into another system far less desir- 
able in a country such as this. 

3 
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Public Welfare Not Promoted by 
Long Suspension of Rates 

Can it reasonably be contended that 
any large and important business enter- 

prise, whether individual or corporate, 
could be successfully conducted if, not- 
withstanding radically changed conditions 
and substantially increased costs of pro- 
duction, it could only increase prices sub- 
ject to the power of an administrative 
body which on its own initiative and 
without a hearing might suspend the 
increased prices for an extended period? 
Under the existing Federal law, increases 
in railroad rates, no matter how reasonable 
or justifiable, may be suspended without 
any hearing, for at least four months after 
they would have become operative. In 
practice, this means five months after the 
rate schedules are filed with the Commis- 
sion, and the suspension may be extended 
by the Commission for a further period of 
six months. It is, therefore, possible, even 
if the new rates are justifiable, for the 
railroads to lose nearly a year of benefit 

from them while the Commission is deter- 
mining their reasonableness. Is the public 
welfare promoted thereby! From prac- 
tical experience and in a spirit of fairness 
and justice, I should say it is not, and the 
period of such suspension, and the deter- 
mination of the question at issue, ought to 
be restricted to sixty days after the date of 
filing new rate schedules with the Com- 
mission. 

Interstate Commerce Commission 
Overburdened with Work 

Another trouble in the present situation 
is that the Interstate Commerce Commis- 
sion has been overburdened with work and 
with responsibilities, many of which must 
be deputed to a large corps of subordinates, 
so that in many instances direct consider- 
ation by the entire Commission is impos- 
sible. The work of the Interstate Com- 
merce Commission, as originally designed 
in 1887, was to prevent unjust discrimina- 

tion in rates or service, to see that rates 
were reasonable, to secure publicity of 
railroad rates and practices, prescribe uni- 
form railroad reports, and primarily act as 
a referee between the public and the rail- 
roads. The Commission was given limited, 
but well-defined, powers within reasonable 
scope. Now, however, as the result of 
new laws, the scope of its control of rail- 
road operations and development has been 
largely extended. It could materially assist 
railroad development, but so far it has 
proven impossible for seven men in one 
center to act not merely as regulators but 
as administrators of the railroads, leaving 
the financial results and responsibility 
of that administration to be borne by the 
Companies and their owners. 

Conflict Between Federal and State 
Regulation 

‘l’here is also a certain amount of dis- 
agreement between the Federal and State 

laws and orders of Commissions, and of 
failure to recognize the inroads on railroad 
revenues of new laws, orders and of 
Governmental awards. 

Let me use just one example of the 
commercial chaos resulting from such 
conflict. ‘The recent difference in the 
views of the Interstate Commerce Com- 
mission, on the one hand, and the Public 
Service Commission of New York, on the 

other, in connection with the allowances 
to industrial Railroads, has, during the last 
eight months, resulted in freight rates, via 
the lines of the New York Central (whose 
route is intrastate) from one of the large 
industries at Buffalo to New York City, 
and to other places on its line, lower than 
via any of the other trunk lines, as their 
routes between Buffalo and New York are 
interstate, and there is nothing that the 
other railroads could do to meet this situ- 
ation, injurious as it was, not only to 
themselves, but also to industries local 
to their lines. ‘The same situation, arising 
from the same cause, existed in the State 
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of Pennsylvania, as between the Pennsyl- 
vania Railroad Company and other trunk 
lines. These differences must be recon- 
ciled for the welfare of the public and the 
railroads. 

* * * * 

In the practice of public regulation, 
from the constructive side, I would at this 
time suggest : 

The Interstate Commerce Commis- 
sion Should Be Strengthened 

J&St.-That the Interstate Commerce 
Commission should be materially increased, 

and so organized as to be able to deal 
promptly with the very important railroad 
questions affecting all parts of this large 
Country, and thus conserve the time and 
energy of railroad officers, the public and 
the Commission. The additional members 
of the Commission should be selected from 
men having experience in railroad manage- 

ment, operation, traffic and finance, and if 
men of broad business experience were also 
added, it would be very helpful. 

&o&-That the position should be 

placed beyond political influence, by a long 
tenure of office, and with compensation 

sufficient to attract and retain men of the 
widest experience and greatest ability. We 
recognize the necessity for men of this 
character and technical experience in deal- 

ing with banking and other broad business 
enterprises, and we must recognize that 
equally wide experience is just as essential 
to deal inteliigently and wisely with the 
railroad problems. 

Commission’s Power Should Be 
Extended 

Z’hi~.d.-That the regulatory power of 
the Interstate Commerce Commission 

should be clearly extended to the supervi- 
sion and control of all rates and practices 
which directly, or remotely, affect interstate 
transportation or commerce. 

* * * * 

Fourth.-That the Interstate Commerce 
Commission should be given the power to 
interfere, by appropriate action, whenever 
necessary to maintain a rate structure ap- 
proved by,or satisfactory to,it, even though, 
to accomplish this, it should be necessary 
for the Commission to prevent reductions 
of rates which would have a contrary 
effect, or to compel advances of rates 
found by the Commission to be unreason- 

ably low. An unreasonably low rate may 
be beneficial to some one or more ship- 
pers, but the rates of some other shippers 
are sure to be disadvantageously affected 

thereby. 

Constructive Policy Required 
Fifth.--That for the existing repressive 

policy of public legislation, a constructive 

policy should be substituted, and existing 
legislation shouid be so modified as to per- 
mit the railroad companies to do their full 

share in the development of the Country’s 
resources. It will naturally follow that 
the Commission should be enabled, and 
indeed required, in the determination of 
questions involving railroad rates and prac- 
tices, to deal with the questions before it, 
not merely from the standpoint of the 
shipper and the carrier, but from the larger 
standpoint of the entire Country, and on 
such economic and business lines that due 
and controlling weight may be given to 
these larger interests essential to the public 
welfare. Such a change in public policy 
and legislation is requisite to encourage 
the investment of private capital for rail- 
road .extensions and additional facilities. 

Practical Utility of Railroad 
Valuation Questioned 

For instance, I seriously question the 
practical utility of railroad valuation, for I 
believe that very few railroads are over- 
capitalized, and I know the public is not 
required to pay higher rates on weak roads 

than on the more conservatively capital- 
ized railroad lines. -l‘herefore, while the 
railroads are cordialiy and fully co-oper- 
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ating in the work of Federal valuation, 
yet under present conditions and when 
economies are being enforced everywhere, 
I look to the Commission, under such an 
equitable public policy as I have in mind, 
not to commit the Country and the rail- 
roads to so vast an expenditure until one 
System, or the lines in one section of the 
Country, shall first be valued and the re- 
sults demonstrated to the Country. 

Effects of Regulation Should Be 
Recognized in Approving Rates 
S&h.-That, as another necessary 

result of a constructive and equitable 
policy toward railroads, and with a Com- 
mission amply strengthened to deal with 
railroad questions, Congress would no doubt 
refer to the Commission, for investigation 
and report, such legislation as affected 
wages, employes’ working hours and con- 
ditions, increased taxes, boiler inspections, 
extra and unnecessary men on trains, non- 
compensatory mail and parcel post service, 

railroad valuation, improved stations, grade 
crossing elimination, and other matters 
which seriously affect railway revenues 
and expenses. Due weight to these heavy 
expenditures would thus be given in 
approving rate schedules, and a tangible 
basis would be thereby provided on which 
to continue the regulation of these matters 
(if essential to the public welfare) with- 
out injustice to the railroads. The inabil- 

ity of the railroads to protect themselves in 
respect to increased wages fixed by Govern- 
mental action could not be more forcibly 
presented than in the November, 1913, 
report of the Board of Arbitrators under 
the Newlands Act, relating to conductors’ 
and trainmen’s wages, on which your 
President served as Chairman. 

Rate Suspensions Should 
Be Limited 

Seventh.-That the extraordinary power 
to suspend rates without a hearing should 
be limited to a period not exceeding sixty 
days after being filed with the Commission, 

or some such reasonable period. If after 
such hearing as could readily be had within 
this period, coupled with the information 
and data already possessed by the Com- 
mission, from the current and special 
reports made by the railroads, under its 
uniform accounting regulations, the Com- 
mission could not be satisfied that the 
increase proposed ought not to be made, 
the rate should rightfully become effective, 
and the present confusion and delay would 
end. ‘I-he railroads as an act of self- 
preservation will always endeavor to make 
their service and facilities satisfactory, and 

rates reasonable, because only in this way 
can they make friends, encourage business 
and earn profits. 

Strong Railroads Required 
In conclusion, I say that considerable 

emphasis has been laid upon the fact that 
the railroad companies, and their owners, 
are deprived of an appeal to the Courts 
for the protection of what they conceive 
to be their just rights as against the orders 
of the Commission, I am willing, how- 
ever, to continue relying upon public 

regulation and public opinion to protect 
the railroads, although 1 cannot overlook 
the fact that the Eastern Railroads are 
earning a return of less than 4 per cent. 

on their property investment. If this is 
not approaching confiscation, how much 
less must we earn before reaching that 
point? Surely the Country does not want 
impoverished railroads unduly restricted in 
the conduct of their business. What it 
does want is strong, aggressive lines, built 
and improved with private capital, effi- 
ciently managed and operated, subject to 
equitable public regulation. 

What I have suggested may not meet 
all the difficulties in the public regulation 
of railroads. Other helpful suggestions 
will doubtless be forthcoming from railroad 
and business men and commercial bodies, 

etc., and, I trust, from some statesmen. 
There can be no difference of opinion that 
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public regulation must be equitable so far as we have banking regulation and other 

as the railroads are concerned, and must laws, to suit the needs of the Country as 

be adjusted to promptly respond to business they change from time to time. We must 

conditions. Such a change will encourage look beyond the present obstacles and 

initiative and enterprise in railroad man- 

agement and will assure investors, here 

and abroad, that their money has the full 

protection of our laws and that they will 

be equitably dealt with. 

* * * .;+ 

I believe in regulation by Commission, 

and I urge, therefore, that we do not 

encourage destruction of such regulation, 

~ but rather its conservation, by adapting it, 

view the whole subject from the statesman’s 

standpoint. Under an enlightened policy 

of public regulation, but not repression, the 

railroads will be placed and kept in a 

strong position to meet increased traffic 

demands, as well as to live healthfully in 

times of depression. If we now by equita- 

ble dealing insure their strength, one of the 

greatest obstacles to the recovery of finan- 

cial confidence and business enterprise can 

be removed. 

I 

Government Ownership 
By JONATHAN BOURNE 

Extracts from address delivered before the National Civic Federation 
December 4, 1914 

“The desideratum of all government 
should be the protection of its citizens and 
only such restraint of individual action as 
is absolutely necessary to insure the desired 
protection of all its citizens. 

“The limit of the individual’s restraint 
should be clearly expressed by law and 
not left to the whim or fancy of an ex- 
ecutive, a commission, a department or a 

bureau. 
“ A government of rule and- regulation, 

a bureaucratic government such as ours is 
rapidly trending toward, cannot long en- 

dure. 
* + i * 

“ 
I am strongly opposed to government 

ownership of railroads because of the fol- 

lowing three objections : 
“ First. The fundamental objection 

that it would be absolutely destructive of 
popular and representative government. 

“ Second. The unanswerable objection 
that government ownership necessitates 

government regulation ; that the failure of 
government regulation necessitates the 
failure of government ownership; that the 
success of government regulation elimi- 
nates the necessity or desirability of govern- 
ment ownership. 

“ Third. The economic objection that 
government ownership would be more 
dilatory, less efficient and far more costly 
to the people of the country. 

Y * * * 

“ Experience has demonstrated that it 
costs the Government more to perform 
work than it does an individual or private 

concern. The increased cost of operation 
would, therefore, necessitate increased 
freight or passenger rates. The superior 
service now rendered under private com- 

petition would not be enjoyed under gov- 
ernment ownership, because the incentive 
for improved service would be removed. 

“ While government ownership would 
remove some of the problems which the 
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Interstate Commerce Commission now 

has to solve, it would present others just 
as difficult, and government regulation 
would be just as essential as it is today. 
The problems of rates and conditions of 

transportation would still be presented and 
the managing board would be flooded 
with demands from every community for 
more frequent service, better equipment 
and construction of new lines. The 
annual railroad appropriation bill would be 
of such a character as to require the coin- 
ing of a new word to take the place of 
the inadequate ‘pork barrel.’ ” 

But the effect of nationalization of the 
railroad upon the Government itself, Sena- 
tor Bourne deemed the most serious and 
vital objection. 

* * * * 

“ Government ownership of railroads 
means similar ownership of telegraph, 
telephone and express companies, there- 
by increasing the present number of 
469,000 Government employes to over 
3,000,000, all subject to promotion, de- 
motion, transfer or removal by the admin- 
istration in power. The last ten Presi- 
deiltial elections have been carried by 
popular pluralities of from about 7000 to 
a little over 2,500,OOO. Three million 
Government employes and their relatives 

could, therefore, control any national 
election, with the inevitable result of in- 
creased compensation to Government em- 
ployes, with less results in the way of 
service, a steady increase in the number of 
employes whether needed or not, a steady 
increase in compensation whether war- 
ranted or not, probably at least doubling the 
remuneration for Government service over 

that of similar private service, with cumu- 
lative dissatisfaction and discontent upon 
the part of all citizens engaged in private 
enterprise and labor. 

“Centralization of power in the Na- 
tional Executive is the greatest menace to 
popular and representative government, 
and, if the present tendency continues, 
must inevitably lead to complete bureau- 
cracy and dictatorship. 

* * * * 

“ If you think government ownership 
will end discrimination in service, read and 
reflect upon the order of the Postmaster 
General, directing that certain periodicals 
be sent by freight trains while similar 
publications competing for the same trade 
and paying exactly the same rate of post- 
age were shipped by fast mail. When a 
Postmaster General makes such a discrim- 
ination without express authority of law, 
we have every reason to believe that 
greater discriminations would be witnessed 
when an individual has been placed at the 
head of the Government-owned railroads. 

“ 
Government ownership of telegraph 

and telephone lines would result in inter- 
mittent press censorship and continuous 
press subservience to the administration in 
power, thereby utterly destroying our zeal- 
ously guarded ‘ freedom of the press.’ 

* * * + 

“ Encouragement rather than discour- 
agement to honest, legitimate enterprise, 
industry,and application should be extended 
as far as practicable by every government. 
The scope of government should be in- 
sured equal legal opportunity to all, with 
prohibition of the individual preying on or 
exploiting the rights or property of others.” 
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