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Uncertainty-The Railroad Disease 
By IVY L. LEE 

An Address before The American Association for the Advancement of Science, 
Columbus. Ohio, December 30, 1915 

The first requisire in the scientific con- 
duct of business is that plans and calcula- 
lation shall be based upon the maximum 
number of factors of certainty. 

The captain of a ship at sea must have 
his record of soundings, showing with cer- 
tainty the depth of water which will sup- 
port his vessel near every point of land. 

He must have his astronomical charts 
showing the relative position of the stars, 
that he may ascertain his location even in 
the dead of night. In shaping his course 
and determining his speed, his judgment 

and experience are necessary only with 
reference to the weather. 

ic * * * 

Many years ago the railroad pilot could 
know with reasonable certainty what his 
rates were to be; he could predict what 
his relative expenses for different items 
would amount to. His judgment in shap- 

ing his course of progress and preparation 
had to be exercised mainly with reference 
to the coming business weather. 

Today the railroad captain may make an 
accurate forecast of the business weather, 
but his charts are no longer reliable. He 
cannot depend upon his rates; he knows 
not what expenses will be forced upon 

him ; he is groping through a fog searching 
for his bearings. 

We began to regulate our railroads in 

earnest on August 1, 1906, when the Hep- 
burn Law went into effect. 

At the end of nearly ten years of regula- 
tion we now find the railroads subject to 
the Interstate Commerce Commission, and 
to the separate and unrelated Commis- 
sions of forty-six States, all with wide 
powers over railroad rates and practices. 
Further than that, the four years 1912 to 
1915, inclusive, saw the introduction in 
forty-three State Legislatures of 3020 bills 
relating to railroads, of which 442 became 
law. 

Vigorous railroad regulation, regulation 
that is competent, impartial, non-political 
and consistent, is profoundly in the public 
interest. Nothing is further from the pur- 

pose of this paper than to suggest a relax- 
ation of the principle of sound regulation 

-regulation that protects the user of the 
railroad and the producer of the railroad. 

The distinguishing fact about railroad 
regulation in this country is that it is indefi- 
nite, inconsistent and not yet established 
on recognized principles-in other words, 
that there is in it “ nothing certain but WI- 
certainty. “* 
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The Elements of Uncertainty 
What are some of those elements of un- 

certainty which hold the railroad ship fog- 
bound ? 

I. The various regulating bodies ha.ve 
established no standards for determining the 
reasonableness of rates. 

In the Five Per Cent. Advance Rate 
Case the Interstate Commerce Commission 
decided that the railroads were in need of 
additional revenue, but declared that much 
of the additional amount should be obtained 
through various suggested methods other 
than the horizontal increase in rates. When 
the railroads sought to put into effect many 
of the suggested methods, the Commission 
upon further consideration, forbade what it 
had in principle recommended. 

2. Even if a new rate is reasonable, the 
railroad has no way of knowing when to 
expect it to become eflkctive; the Interstate 
Commerce Commission has power to 
suspend a rate for ten months before 
finally deciding whether or not it shall be 
allowed. 

3. The Interstate Commerce Commission 
may order an increase in rates and that 
increase be nullified by action of State rom- 
missions. This has already happened in a 

number of cases, notably in reference to 
the allowances to industrial railroads. 

4. One State may make an order which 
is contrary to the rule prevailing in an ad- 
joining State. One State may order an 
electric headlight to be placed on a loco- 
motive; after crossing the border to an ad- 

joining State, still another kind of head- 

light may be required. The system of 
signals required in one State may be quite 

different from those ordered in another. 

5. Railroad wages are now largely de- 
termined by arbitration awards, but no 
principles have been establisked fixing the 
relative amount of a railroad’s earnings 
which should be paid out for wages. Arbi- 
tration boards have nothing to do with the 
rate regulating bodies, and it is quite pos- 

sible that regulating authorities may refuse 
to allow increases of rates necessary to pay 
the higher wages on the ground that the 
arbitration awards were not justified. 

6. The railroads are compelled under the 

Sherman Act to compete, but tfle Hepburn 
Law, which in effect insures that rates over 
all roads between any two points shall be 
the same, us a matter of fact, prevents any 
competition in rates. 

7. Taxes are levied upon the rat/roads 
without reference to the other burdens im- 
posed upon them, and the taxing authorities 
have no responsibility for raising the revenue 
with which to pay the taxes. 

In the fifteen years from 1900 to 1915, 
the Pennsylvania Railroad System, for 

instance, added $661,000,000, or 81.72 
per cent., to its property investment, but 
its taxes increased 201.78 per cent. in the 
same period. 

8. ‘The raiboads may spend enormous 
sums reducing grades, removing curves and 
increasing the trartive power of locomotives, 
with a view to handling the largest possible 
amount of freight with the smallest number 
of men, only to be confronted by a law re- 
stricting the length of a train, thus nuflify- 
ing tfle economy sought for. 

9. The method of paying railroads for 
carrying the mails is in a state of chaos. 
The existing system is regarded by the 
railroads as essentially confiscatory ; it is 
regarded by the present Postmaster General 
as unduly burdensome upon the Govern- 
ment. The Interstate Commerce Com- 
mission, empowered by Congress to pass 

upon changes in the parcel post weight 

limit ordered by the Postmaster General, 

in its report for 1913, itself recommended 
that its own duties in this respect “should 
be more clearly stated.” 

IO. Over a period of many years past the 
railroads have been forced by public policy 
to make enormous expenditures-for such 
items as steel cars, removing grade cross- 
ings, new passenger stations, and such like 
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-all desirable, no doubt, but adding pruc- In that distinct way, the railroads were 

tically nothing to net earnings. This ten- created arms of the Federal Government, 

dency still prevails, and the railroad officer with an implied duty resting upon the ln- 

has no way of knowing what he will be terstate Commerce Commission to execute 

forced to spend in such unproductive direc- and enforce the provisions of the law calling 

tions in coming years. upon the railroads to be ready to perform 
* * * * the functions described. 

Certainty the Vital Need 
In a word, in matters of regulation, the 

railroad manager has neither precedents nor 
principles to guide him. 

* Y * * 

This situation is of great concern to the 

public in these days of preparedness. 
A man is not prepared for the battle- 

fields of warfare or of business unless the 
arteries of his body are so strong and 
healthy that they convey the blood to 
every part of the body where it is needed 
to produce healthy and vigorous action. 

The railroads are the arteries of our na- 
tional life. If the railroads are weak and 
not well balanced, the business of the 
country in time of peace cannot expand; 
if these arteries are not in condition to 
take care of unexpected demands, they 
cannot support the unusual burdens which 
the defense of our country might in time 
of war impose upon them. 

* * * * 

preparedness was evidently in its mind. 
That law not only gave the Interstate 

Commerce Commission ample power to 

When Congress passed the Hepburn 
Law, nearly ten years ago, the need for 

In the light of that duty imposed upon 
the Interstate Commerce Commission, it 
is of importance that at this moment we 
carefully ponder the meaning of these 
supremely significant facts : 

The year 1915 has seen less new railroad 
constructed in this country than in any year 
since the Civil War.” 

The beginning of the year 1916 also sees 
less new track under way than on any New 
Year’s Day in /ifty years. 

A further fact of tremendous signifi- 

cance is that at the present time approxi- 
mately 45,000 miles of railroad, over one- 

sixth of the mileage of the entire country, 

Railroad Service and Investment 

are in the hands of receivers. 
This condition in the railroad business 

in Seven Years 

as it enters the new year 1916 prevails at 
a time when steel plants, automobile fac- 
tories, and industries generally are making 
great increases in their facilities. 

The body of our business is increasing; 
its arteries are held in a vise. 

This is not a condition of health. 

fix rates, it imposed two unique duties 
upon the railroads: (1) To provide 

and furnish, upon reasonable request, all 
transportation ; and (2) That “ in time of 
war or threatened war, preference and pre- 
cedence shall, upon demand of the Presi- 
dent of the United States, be given, over 

all other traffic, to the transportation of 
troops and material of war, and carriers 

Approach thesubject from another angle. 
As a starting point, use July 1, 1907, be- 
cause on that day the Interstate Commerce 
Commission required the railroads to in- 
stitute a new accounting system ; since then 
the figures are more strictly comparable. 

For the year ended June 30, 1914, the 
latest date for which definite figures are 
available, the railroads of the United States 

shall adopt every means within their con- 
trol to facilitate and expedite the military 

*Figures just compiled by the Railway Art Gorrrtr from returns 
from all the railroads in the United States disclose the fact that less 

traffic.” 
than 1000 miles of new railroad wete completed in 1915. and that 
less than 1200 miles of new railroad are under construction. 
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carried *51,708,500,000 more tons one mile 
than in 1907, and carried 7,539,943,479 
more passengers one mile. 

These figures, which represent the in- 
rrenred service rendered by the rallroads 
in 1914 as compared with 1907, are nearly 
10 per cent. more than the total annual ser- 

vice rendered by the Pennsylvania and the 
Atchison railroad systems combined. 

During those seven years, in order to be 
able to handle that increased traffic, our 
railroads had expended *$4,500,000,000 in 

new money on their properties. 

Having rendered this vastly increased ser- 
vice with these expensive new facilities, 
the railroads found that at the end of 1914 
net operating revenue was *$849,122,647, 
only *$8,550,000 more than for 1907- 

before that $4,500,000,000 had been 

spent. 

in the mind of the railroad manager is that 
for the past fifteen years there has been a 

steady and disproportionate increase in 
operating expenses which the railroads, 
except in years of great depression, have 
been utterly unable to control. 

No railroad officer can today prophesy 
in what manner his expenses will next year 
be increased through wage arbitrations, 
taxes, or what not; nor can he tell to what 
extent his rates will be reduced. 

Further than that, he does not know what 
legal principles or economic doctrines may 
be applied in depleting his revenues or in- 
creasing his expenses. 

The railroad manager is fog-bound in a 
mist of uncertainty. 

* * + * 

Thus 111 seven years, after increasing 
investment in road and equipment by 
25 per cent., after increasing the service 

rendered to the public by 20 per cent., 
net revenue increased just about 1 per cent. 

The Danger of Inadequate 
Facilities 

This country cannot permit a situation 
to arise wherein its trade will be strangled 
by Inadequate railroad facihties. 

The return upon the new money which 

had been necessary in order to proaide the 
facilities which were supplied was less than 
two-tenths of one per cent. 

What these figures mean in effect upon 
the railroad exchequer is that the railroads 
in 1914, as compared with 1907, had 

given a service to the people of the 
United States equal to the aggregate service 
rendered annually by the Pennsylvania 

The President of the United States has 

recommended, and Congress is now con- 
sidering, the appointment of a commission 
to study “ deliberately and thoroughly . . . 
the whole subject of governmental regula- 
tion ” of railroads. 

Such a commisslon will find much theory 
and many facts. I venture to predict, how- 
ever, that when these Congressional doc- 

tors have carefully analyzed every symptom 

and Atchison systems, practically free of 
of the patient,and when the verdict of the 

charge. 
clinic is made up, it will be found that un- 

* * * * certainty in our methods and principles of 

It is perfectly true that the net operating 
railroad regulation is the root of the disease 

returns for the railroads in 1915 were better 
that now afflicts railroad policy. 

* -x -x x 
than for 1914, and that an improvement is 
still being shown. If the railroads could Is it zot in the public interest tllat there 

expect to continue earning such net revenues 
should be a definite declaration by all gov- 

as they are now reporting, they would have ernmental autlloritits of the principles which 

no serious cause for comp’aint. will be followed in regulating railroads ? 

But the essential fact that is uppermost IS /T NOT TIME THAT THE 

*Figures supplied bg BUIP:I~I 01 Railway Economics. 
UNCERTAINTY SHOlTLD END ? 
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