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The benefits of education and of 
useful knowledge, generally dUrused 
through a community, are essential 
to the preservation of a tree govern· 
ment. 

Sam Houston 

Cultivated mind is the guardian 
geaius of democracy•.•• It is the 
only dictator that freemen acknowl· 
edge and the only security that free
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PRE·FACE 

This bulletin is prepared primarily for use by schools of Texas 
belonging to the University Intersclu>lastic League during the 
year 1919-20, t:he question for debate being, Resolved that the 
Federal Government should. own arnd operate the railroads of the 
UnUed States. (Constitutionality granted.) 

In this bulletin sufficient material may be found for both af
firmative and negative arguments, even in the absence of exten
sive library facilities. The bibliography has been prepared with 
some degree of care and the references given bear directly upon 
the subject for discussion. Supplementary material may be se
cured from the Bureau of Railway Economics, Washington, D. C. 

The Extension Loan Librarian has a number of "package 
libraries" containing the best material obtainable on both sides 
of this question, which will be loaned in order of application. 
For this material write to the Extension Loan Librarian, Uni
~ersity, Austin, Texas. 
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BRIEF OF AFFIRMATIVE AND NEGATIVE ARGUMENTS 

By Emil C<>renbleth and Ernest May, .Assistants in Public 
Speaking, University of Texas 

INTRODUCTION 

I. The question concerns all the people. 
A. The railroads are the ''arteries'' of the nation. 

1. They reach into every section and connect all por
tions of the United States. 

B. The railroads arei private corporations, created for pub
lic service, with rights of a. public nature. 

II. An immediate solution of the railroad problem is imperative. 
A. Three plans are open. 

1. The pre-war system of regulated private ownership 
may be reestablished. 

2. A new system of public regulation, with private 
ownership, may be devised. 

3. The government may buy the roads. 

AFFIRMATIVE BRIEF 

I. Private ownership in America has proved a failure. 
A. The pre-war system was inefficient in operation. 

1. The railroads were run for profit, not for service. 
2. More accidents occurred on American railroads than 

on all others of the world. 
B. The pre-war system was wasteful in management. 

1. Duplication existed in lines, equipment, and service. 
2. Needless expense was incurred in salaries and rate 

wars. 
3. 737 railroads went into the hands of receivers within 

36 years. 
C. Rates were excessive and unjust. 

1. Passenger and freight rates were higher here than 
in government ownership countries. 

2. Secret rebates and discrimination were constan1ly 
practised. 
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D. Regulation has utterly failed in its purpose. 
l. It has failed to hreak up combinations and rebates. 
2. Railroads control commissions and are favored by 

courts. 
3. Regulation is not consistent nor uniform, and the 

public suffers. 
E. The railroad labor situation is a peril to the nation. 
F. Private ownership could not stand the acid test of war. 

1. It cracked before military operations had begun. 
II. Government ownership will solve the railroad problem. 

A. Waste in management will be eliminated by abolishing 
duplicating lines, unnecessary offices, and rate wars. 

B. Rates will be lowered and adjusted. 
C. Service will be improved to meet the pUJblic needs. 

1. Efficient equipment will be provided. 
2. Bankrupt roads will be set on their feet. 
3. New lines will be built where needed. 
4. The object of the system will be to serve the public. 

D. By government ownership, we secure industrial peace 
on public highways. 
1. Strikes among government employees are rare. 
2. Higher wages and better housing conditions will 

prevail. 
3. Railroad employees favor government ownership. 

III. Government ownership and operation is thoroughly prac
ticable. 

A. It has proved successful wherever tried. 
1. Only nine countries of the world do not own and 

operate their railroads. 
2. No country has ever reverted from government to 

private ownership. 
B. American railroads can be purchased fr-0m the private 

owners. 
1. Interest-bearing bonds can be exchanged for the 

present stock of private share-holders. 
2. The railroads will in time pay for themselves. 
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C. The government has successfully conducted similar en
terprises. 
1. The Postoffice, Parcel Post, and Panama Canal, are 

examples. 
2. Public highways are publicly owned and operated. 

D. Government ownership justified itself as an American 
policy in the World War.. 
1. Private ownership failed disastrously when the war 

had hardly begun, making government operation 
necessary. 

2. Five million soldiers and vast quantities of war ma
terials were transported over government-operated 
American roalroads, to .our own amazement and to 
the confusion of our enemies. 

3. The Navy "put 'em across" but the Railroad Ad
ministration ''put 'em aboard.'' 

IV. Goveirnment ownership is in harmony with democratic 
ideals and the tendency of the age. 

A. The railroads are public in their nature. 
1. 'l'he public is entitled to the best service and the 

lowest rates possible. 
2. Title to their transportation facilities inheres in the 

people. 
B. Government. regulation having failed, government own

ership is the only alternative. 

NEGATIVE BRIEF 

I. Goveirnment ownership of railroads is undesirable and un
necessary. 
A. Purchase of the roads is inadvisable as a business 

proposition. 
1. America emerges from the war burdened with a 

heavy debt. 
2. The railroad deficit in 1918 was $250,000,000. 

B. The purchase would increase taxation. 
1. The railroads would not be taxed. 
2. The states would be deprived of $140,000,000 an

nually. 
3. The average citizen would suffer. 
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C. Under private management, Americans built up the best 
railroad system in the world. 
1. Our trains carry more traffic, relatively, at a greater 

speed, than do those of Europe. 
2. First class passenger rates arei lower here than 

abroad. 
3. More miles of road have been built in America. 
4. Our railroad management and service are vastly 

superior. 
5. The greatest efficiency is secured at the lowest cost. 
6. No European system can compare with ours. 

D. Experience does not demonstrate the superiority of 
government to private ownership and operation. 
1. Neither France, Austria, Germany, Belgium, 

Switzerland, nor Italy have made government roads 
entirely succe~ful. 

2. In Canada government operation has utterly failed. 
3. We have no military ne<Cessity, financial necessity, 

nor fear of foreign capital to dictate government 
ownership. 

II. Under private owner~hip with public regulation, we can 
secure all the benefits claimed for government ownership, 
without its inherent evils. (This is merely a suggestion for 
an alternative plan, as opposed to government ownership.) 
A. Strict federal regulation through the Interstate Com

merce Commission is the logical solution for our 
problem. 
1. Abolish state railroad commissions. 
2. It is over-regulation that has not been satisfactory. 
3. The single virtue of government ownership, unifica

tion, will be obtained, without its evils. 
III. Government ownership must result in extravagance and in

efficiency in railway management. 
A. In the operation of no enterprise is the government so 

efficient as the ordinary private concern. 
1. River and harbor appropriations show waste. 
2. Pork barrel appropriations are necessarily extrava

gant. 
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B. Political considerations would govern railway legisla
tion. 
1~ Representation to Congress is sectional, and ap

propriations will be made to please particular con
gressmen. 

2. Two million employees would be added to the gov
ernment payroll. 

3. Presidential elections are controlled by less major
ities. 

4. Congress would be susceptible to the influence of 
the railway brotherhoods. 

C. Democracy and efficiency cannot go hand in hand. 
1. Waste and extravagance are the t.raditional vices of 

republics. 
2. The affirmative is in a dilemma, between autocracy 

on the one hand and inefficiency on the other. 
IV. Government ownership and operati101ll of railroads is 

contrary to American ideals and the American spirit. 
A. Back of the affirmative plan is the idea of paternalism. 

1. Germany and Russia are examples of paternalistic 
states. 

B. The American government is based on individualism. 
2. If our national characte-r is to be saved, we must 

check the tendency toward state socialism. 
C. At the end of the cycle, beginning with individualism 

and approaching pafornalism, we may find bolshevism 
and anarchy. 

D. German autocracy or Russian bolshevism would mean 
death to American freedom and the American nation. 

E. The affirmative proposal simply represents a tendency 
which it is good policy to avoid, the tendency toward 
exalting the state aJbove its individual components. 

The chart that follows was compiled from numerous author
ities. The figures are based upon pre-war conditions and arose 
from such experience. Statistics of the war are not included. 
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Country Government Ownership 

Yes or Ne> 

United States_______ ________ No 
Germany --- --------------- Yes 
United Kingdom ---------- No 
France ------------------- Partly 
Belgium ------------------ Yes 
Russia ----------- ---------- Partly 
Austria -------------------- Yes 
Hungary ------------------  Yes 
Italy ------------------- Yes 
Switzerland ------------- Yes 
Japan -------------------- Yes 
Australia ----------------- Yes 
New ZeaJan·L-- .. --··-- --- Yf:S 

Yes 
Canada -------- ...• __ -··--- Partly 
Mexico ---------- .•.... -· _ 

Year 

1874 

1878 
1834 
1853 
1877 
1877 
1905 
1900 
100'7 
1000 

1907' 
181$1 

Nuniher 
of Em
ployees 

1,815,289 
789,466 
660,000 
356,789 
71,007

771,008 
284,574 
147,194 
148, 73f. 

41\ ,73A 
112,087 
98,063 
14,213 
26,862

171<.6{;2 

All Capital Return on Freight 
Classes Invested Capital Rate 
Annual 

Average
Wage 

Mileage per 
Mile 

per 
Cent 

per 
Mlle 

Cents 

$ 825 .00 25.'t,470 $ 64 ,000 5 . 77 .73 
400.00 36,152 120,000 6.29 1.24 

--- ----· - --
-----------

23,691 
25,15!1 

275,000 -----------
148,000 1.87 

1.00 
1.183 

-----------
211. 35 
335.90 

2,931 - ---------- 3.29 
33,928 86,968 -----------
14,217 122·,ooo 3.01 

1.!17 
.933 

1.509 
300.41 12,821 Tl,266 3.50 1.215 
376.81 8,387 158,000 2.18 1.64 
891.00 
112.92 

1,732 
5,2P2 

120,000 
800 ,977 

3.6'l 
6 .06. 

2.63 
,$ 

741.00 
674.00 

17,775 
2,861 

47,040----------
6:5,075 -----------

1.6 

----------- 
IU'l .00 

12,351 
40,584 

611,124 -----------
68,000 2 .161 

1. 443 
•75 

Passenger 
Rate 
per 
Mlle 

Cents 

2.02 
.908 

2.25 
1.068 
1.18 
1.45 
um 

.9117 

1.28 

Employees 
per 
100 

Miles 

6Z4 
2,077 

1,400 

1,900 
1,970 
1,009 

1,500 
.693 ----------

1.15 604 

1. 389 490 
1.!173 -----------

..... 
a;, 
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AFFIRMATIVE ARGUMENTS 

EXCERPT FROM THE ANNUAL REPORT OF W. G. Mc
ADOO, DIRECTOR GENERAL OF RAILROADS, 1918. 

It should, I think, be borne clearly in mind that whatever' in
convenience the trnvcling and shipping public have suffered dur
ing the past twelve months of governmental operation has been 
due to the absolute necessity of first devoting our transportation 
agencies to the vigorous and successful prosecution of the war. 
Only that part of the motive power and freight and passenger 
equipment remaining after our troops had been removed to can
tonments or from cantonments overseas, and supplied with all the 
necessaries of life and war, could be devoted to the commercial 
traffic of the country. The service rendered under such condi
tions can not and ought not to be taken as the measure of what 
might be expected through Federal control under normal condi
tions, or in time of peace. As a matter of fact, our inconven
iences were luxuries as compared with the situation which 
existed in England or on the continent. 

THE EXPERIENCE OF THE WORLD DEMONSTRATES 
THE SUPERIORITY OF PUBLIC OWNERSHIP. 

CARL D. THOMPSON 

Seventy nations now own and successfully operate all, or a 
considerable part, of their railway systems. Among them are 
practically all the leading nations of the world-Germany, Aus
tria, Belgium, Norway, Denmark, Finland, Switzerland, Hun
gary, Italy, Russia, Japan, New Zealand, Australia, and a score 
of others. In fact all but eight countries now have public rail
ways. All bnt Algeria, Cuba, Honduras, Paraguay, Salvador,. 
Uraguay, Spain, and the United States. These may be called the 
"backward nations." so far as railway matters are concerned. 

Furthermore, the change from private to public ownership is 
going on rapidly. Switzerland completed the nationalization of 
her roads in 1903. Italy joined the ranks in 1905; Japan and 
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Mexico in 1907 ; even Greece and Guatamala are in the proces
sion, and China, too-all three joining in 1909. England very 
quickly took over her railroads at the outbreak of the present 
war. 

And so far as we know, no nation that has once nationalized 
its roads has ever gone back to private ownership. 

Outside of the United States about two-thirds of the total rail
road mileage of the world is publicly owned. The total mileage 
of the world is about 607,455, of which 374,716 is privately 
owned. And of the privately owned roads 254,732 miles are in 
the United States. There are about 232,732 miles publicly 
owned. 

In short, the government ownership of railways is all but an 
accomplished fact the world over. It is no longer a theory or a 
dream. It has been a reality in the experience of many nations, 
covering a period of at least a quarter of a century, carried on 
under every form of government and every condition of people. 

And what have been the results The following are a few of 
them ;-1. The condition of labor has been improved; 2. Rates 
have been reduced ; 3. The service has been improved ; 4. Travel 
has been made more safe ; 5. The roads are better financed; 
6. Vast economies are effected ; 7. The general conditions are 
improved. 

THE RAILROADS MAKE GOOD 

BY HUGH REID, 

Private Secretary to Louis F. Post, Assistant Secretary of Labor. 

The Public, February 1, 1919 

We have completed a year of public control of the railroads 
and are now in a position to estimate its value. Upon the experi
ence of the past year and that of the immediate future, the people 
of the United States judge the case for public ownership. If 
the railroads have been well and efficiently managed, the argu
ment for retention will be strong. If, on the other hand, their 
operation has been wasteful, no theoretical consideration will out
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weigh a practical demonstration of inefficiency. The situation 
under which the railroads were taken over is well known. The 
transportation systems of the country broke down in the midst 
of one of the worst winters in all history. At the time when the 
puhlic authorities stepped in there was an unprecedented tie-up. 
Every road, terminal, and roundhouse in the country was con
gested with loaded cars, frozen and damaged locomotives, and 
equipment which every day became more and more hopeless 
from the standpoint of operation. The amount of traffic handled 
had fallen to the lowest possible ebb. We were obligated to de
liver large quantities of food to our allies, and obligated to send 
over large bodies of troops, with practically no prospect of 
keeping our promises. Passenger travel was precarious, and 
trains between Chicago and New York were arriving anywhere 
from four to twenty hours late. 

The manner in which the Railroad Administration handled the 
situation was told before the Reconstruction Conference at Wash
ington by Mr. Frank McManamy, assistant director of operatione, 
U. S. Railroad Administration. Mr. McManamy spoke neither 
for nor against any particular policy with regard to the future 
conduct of the railroads, but he presented some figures which 
carry a positive implication. During the month of January, for 
instance, the production of bituminous coal was 6,594 carloads 
less than during the corresponding month in 1917. Parallel esti
mates furnished by the Fuel Administration indicate that this 
shortage was almost wholly due to insufficient car supply, for 
mines as a rule have no place for the storage of coal. When cars 
are not available, miners must be idle. In consequence, some of 
the most productive mines in the country were operating only 
one day per week. Under private control the situation had been 
growing progressively worse, and the deficit had reached the 
point indicated in January. During February the situation had 
been so far improved that not only was there no deficit as com
pared with February of the preceding year, but there was an 
actual increase of 24,366 carloads. The rapid betterment of the 
coal production situation is illustrated by the following table. 
which shows the increase in the production of bituminous coal 
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in carloads over the corresponding month of the previous year, 
by months, up to the conclusion of the armistice: 

March . . ............. 38,202 July... . ............ 150,288 
April. . . . . . . . . . . . . . . 64,824 August...... .. ...... 130,686 
May.. ... . _. . . . . . . . . . 87,036 September........... 128,942 
June.. .. ..... . . ..... 92,734 October........ .... . 89,882 

In other words, entering the situation at a time when there 
was a serious deficit, the railroads under public operation not 
only wiped out the deficit within a single month but produced 
an actual gain to the country during the remaining ten months 
of 73,083,300 tons. 

With respect to foodstuffs the situation was even more 
threatening. It was necessary, in order to meet our obligations, 
to deliver 1,160,000 tons. During January this had fallen as low 
as 750,000, a net loss of 410,000 tons. By March, under the 
genius of unified operation and patriotic direction, not only was 
the shipping capacity fully taken up, but there were 6,318 car
loads more than it was possible for shipping facilities then avail
able in haribors to handle. 

This sort of improvement was poosible only through the forced 
unloading of cars at the terminals. Under the old decentralized 
method the situation had become hopeless, and the attempt ot 
the private companies to centralize their operation in the hands 
of a war board of five men had been merely a policy of dalliance. 
At Hog Island shipyard 5,000 cars in excess of the ability of the 
company to receive were choking the yards. There was no 
check whatever under the old system upon the ability of the 
shipper to secure empty cars for loading. The result was that 
many shippers had cars which they could not possibly fill, while 
others were clamoring for rolling stock. A permit system under 
which the consignee must first show an ability to use the rolling 
stock soon corrected such inequalities and placed the railroad 
::facilities only at the disposal of those who were in a position to 
use tbem. 

Not only had the old control resulted in the decrease in the 
production of coal and other valuable raw materials, but there 
had been a corresponding lowering in the production :>f indus
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tries which were dependent upon raw materials of this nature. 
Seventeen per cent., for instance, of the blast furnaces of the 
country were closed up on January 1 and 22 per cent. on Febru
ary 1. Inside of two months the situation was again normal. 

Having in mind the tremendous troop movement which oc
curred during the early months of 1918, we may now contemplate 
what might have happened had the old control continued. As 
it is, we know that under public operation the roads handled the 
largest volume of traffic in all history: 4,073,255,103 passenger 
miles is the total increase in passenger transportation; and 
5,553,470,440 the total miles for freight. There were success
fully handled on the average 65,434 troops per month. Up to 
the conclusion of the armistice the total number amounted to 
6,496,150 men. And so well and so efficiently was the whole op
eration conducted that there were only 16 accidents which were 
of a serious nature or resulted in injury. 

The issue appears, in fact, to be one of efficiency. It is true 
that the Railroad Administration has been able to build cars and 
locomotives and to have these things at its disposal where they 
were never available before. However, it was not possible to 
produce these things in a single month, and the sudden change 
in the situation from January to February argues for the ef
ficiency of centralized control. The plain fact is that under 
private control the companies were unable to agree with their· 
employees, and their equipment was detoriating at a tremen
dous rate per day. The result was that neither could new 
equipment be manufactured nor old equipment be repaired. 

The Railroad Administration was able to agree with employees
where the companies had not been able to agree before. Within 
sixty days of taking over the roads, they were successfully 
handling the largest volume of traffic in their history. In this 
respect the public policy seems to have been. the more profitable, 
for under it the men voluntarily agreed to an increase of 15 per 
cent. in working time, and this increase operated to produce an 
increase o.f over 20 per cent. in material. As a consequence we 
are entering the new year with last year's hopeless situation re
placed by a situation where there are more locomotives in reserve 
than any possible emergency will require. In December of 1911 
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we were faced by a strike. Today reformed working conditions, 
increase in pay, and proper methods of adjudicating grievances 
have resulted in a stimulation of morale that has removed even 
the possibility' of a strike. 

Those who are skeptical of the ability of public agencies to 
handle large business enterprises will, of course, point to the 
financial deficit, which requires consideration. It is to be noted, 
however, that an equalization of the payments to the various 
roads would more than wipe out this deficit. The Pennsylvania 
Railroad, for example, is receiving a return equal to 11 per cent. 
of its investment, and many of the others are receiving 13 to 15 
per cent., and in one case even as high as 20 per cent. Futher
more, the economies so far installed by the Railroad Administra
tion are apparently a promise of further economies which may 
in time wipe out even the present deficit, based as it is upon too 
1ilberal compensation. The common use of terminals, for in
stance, for freight and passen.gers has already resulted in a sav
ing. Repair facilities . at 417 points have resulted in a sa'Ving of 
$2,363,535. The furt11er possibility of economy is illustrated by 
the fact that $93,490 was saved at a single point. In the con
solidation of ticket offices there is an annual saving of approxi
mately $85,000,000. 

For the first time we have a definite interest in the technical 
training of employees. It is announced that technical training 
is to be established so that the service will be improved. With 
regard to rates, it is, of course, popular to point out that the 
companies could have achieved like results had they been granted 
similar rates. There is nothing in the records of the companies 
to justify this assumption. It was admitted, even, by railroad 
men themselves that the roads were failiag to render service, in 
spite of the fact that their earnings were the largest in history. 
If under the stimulus of the largest returns that had ever been 
received the private systems of the country did not render ade
quate service, it cannot be well argued that a doubling or 
trebling of that return would increase their patriotism in the 
slightest. It is charged that the roads could not borrow money. 
This was in itself largely due to the fact that they had cried 
"Wolf" for so many years that no one believed them when the 
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wolf came. The roads were so badly mismanaged that we had the 
somewhat contradictory phenomena of rising dividends and fall
ing stock values. 

To sum up, here seem to be the facts. We began 1918 with 
the railroad systems of the country broken down, unable to op· 
erate, and small prospect of their being made operative. We 
began it with strikes and labor disturbances in sight. We began 
it with the prospect of defeat for ourselves and our associated 
belligerents, because of the failure of our transportation facil
ities. We begin this year, on the other hand, with our trans
portation facilities well ahead of our possibilities for production. 
We begin with an operative equipment unsurpassed in the world. 
We begin it with industrial peace and harmonious labor regula
tions everywhere in our railway systems. We begin it with a 
victory behind us which is in itself a triumph of transportation, 
for, in the language of Mr. M. Mcl\fanamy, "the Navy may have 
put them across, but the Railroad Administration put them 
aboard.'' 

As compared with the old system, puiblic operation has proved 
its efficiency. Ais to the ability of a federal agency to put the 
roads upon a sound financial basis we have no demonstration, 
but the economies of centralized control are rich with promise. 
Certain it is that private enterprise has failed. We have seen, 
as Mr. David J . Lewis has pointed out, the spectacle of 140,000 
miles of railways in bankruptcy proceedings, and $8,000,000,000 
of capitalization with them. The student of economics will con
clude that, whatever the Railroad Administration may do, it can
not do much worse than that. 

THE RAILROADS AND THE NEW DEMOCRACY. 

(BY FREDERICK 0. HOWE) 

From "The Public," January 4, 1918. 

Waste, colossal waste, can now be stopped. Today empty 
trains cross the country to secure cargoes and pass empty trains 
going in an opposite direction on another road. Thousands of 
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trains are run as a result of competition and in order to secure 
their pro rata traffic. Palatial passenger trains run out of New 
York, Chicago, Cleveland, to the same destination, each filled to 
a part of its capacity, when a single road should carry all 
through traffic. Parallel lines from Chicago to Milwaukee, St. 
Paul, Omaha, Kansas City and St. Louis maintain exclusive 
through-service. Freight is sent around Robin Hood's barn 
under pooling arrangements; motive power and cars are wasted 
in this competition for traffic, just as capital and labor would be 
wasted were there a dozen water plants in New York City in
stead of one. 

There is another colossal waste in private ownership of the 
railroads that will be saved to us. A great part of the capital 
value of the railroads is land values, not only in the cities, but 
in the country districts. Rights of way were in most instances 
given to the railroads for little or nothing. The government 
gave them 150,000,000 acres of land. These land values have 
been increasing rapidly. Every decade they go up nearly one 
hundred per cent, if we may judge by comparison with the in· 
crease in the value of adjoining agricultural land. These in
creasing values are capitalized. Then increased rates are de
manded upon the increased land values. And when the rail
roads are acquired, the public will be called upon to pay for the 
value which it itself has contributed to the railroads. 

Each year, too, immense sums are taken from the public in 
. excess charges and used for betterment and extensions. It is 
said that billions of dollars of the present capital value of the 
railways has been added out of earnings. In other words, the 
producers and consumers of America have contributed a great 
part of the railway capital to their pre.sent owners. This will 
now be saved to the public. It can be used to build extensions, 
to improve service, or to relieve the burdens of taxation. 

A reduction in interest rates to 4 per cent would save colossal 
sums, while the closing of expensive passenger offices, the dis
charging of tens of thousands of competing agents, the ending 
of the fast freight lines, the consolidation of ware-houses and 
terminals, the reduction in the salaries of high-priced officials
these economies alone will run into the tens of millions, possibly 
hundreds of millions of dollars. 
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The only objection heard is that the government is ineffi
cient. Is this assumption justified by experience¥ Is the gov
ernment a bad administrator¥ That there are evils in bureau
cratic administration all will admit. But is the parcel post 
a less efficient agency of service than the express company 1 
The fact that in a few years' time the parcel post has become 
the carrier of 6,000,000 packages a year indicates that the 
public prefers it to the private agency. And its cost is far 
less. Is the Panama Canal an exhibition of wastefulness or 
inefficiency? Has there been any suggestion of graft? Is is 
not run for service and is not all America proud of tllat achieve
ment? Does the post office department interfere with our 
politics as do the railroads? A single official receiving one
tenth the salary of a railroad president administers the postal 
system with a $200,000,000 budget, and with stations in the 
most inaccessible parts of the country, while the hundred or 
two hundred railroads each maintain a staff of highly paid in
dividuals to perform a similar service. 

But the efficiency of the government is not dem-0nstrated by 
the Panama Canal or the parcel post alone. We are building 
battleships as cheaply as private contractors. The federal 
government is erecting public buildings all over the country, 
and they are the most commanding in every community. The 
construction work upon the Great Lakes and rivers and harbors 
m<.i.y be governed by pork-barrel methods but it is well done. 
Our forestry and reclamation service has the spirit of the army. 
We are spending tens of millions of dollars on good roads. 
And, on the whole, it is being well done. Moreover, practically 
every railroad in the country has been in the hands of receivers 
and operated through receivers by the government. It is a 
fiction of the press that public ownership is wasteful, extrava
gant, corrupt. If we could make an honest comparison, W·~ 
would probably find that measured even by cost the govern
ment is more efficient than private agencies, while measured 
by service rendered and the burden on the community, the 
government service is far less costly than that of railroads 
or private public utility corporations anywhere. 

Finally, America is the only great state in the world that 
does not own its transportation agencies. England and France 
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took the railroads over as soon as they entered the war. And 
in any state when the railroads are owned by the people, it 
would be difficult to find a oorporal 's guard willing to go back 
to private ownership. There are complaints and protests but 
no demand for the old profit-making motive. And this is the 
best evidence of all of the efficiency, the social efficiency, of 
public ownership. Moreover, in all these states where the rail
roads, with all their ramifications into the banks, press, and 
business interests, have been taken out of private hands, a 
renaissance of public spirit followed. A spirit of service, of 
eagerness to enter political life, to be identified with big things, 
took the place of the old conflict for private profit. Psycholog
ically this is the greatest gain of all. For it means that the 
mind and the talent of America is now able to think in terms 
of America. The freeing of America is the greatest gain of all 
from public ownel"ship of the railways. 

NO GREAT SUM REQUIRED TO BUY RAILROADS IF WE 
PAY ONLY COST 

BY CHARLES EDWARD RUSSELL 

(From "Reconstruction," Vol. 1. No. 3, March 1919, Page 76.) 

The notion of various antediluvian souls that the transporta
tion facilities of the United States must continue to be preyed 
upon, bedeviled, mismanaged, and wrecked because we are too 
stupid a people to manage our own highways does not appeal 
powerfully to me. I am not ready to admit that Germans, 
English, Swedes, Frenchmen, Hollanders, Italians, Turks, 
Belgians, Serbians, Australians, Swiss, New Zealanders, Czecho
Slovaks, Winches, Scandanavians, and Anthropophagi are able 
to manage railroads for the Common Good and we are are not. 

That is, in fact, a stigma of inferiority and incapacity that 
every American ought to resent, whether it is advanced by a 
mummified senator or a kept newspaper. The nation that 
built the Panama Canal, the nation that in this war, beginning 
with nothing and with no experience, made in the way of 
efficiency the really astounding record of the United States, 
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cannot possibly be imbecile and helpless about a thing that 
almost every other people on earth have done easily. 

If there were nothing else, that marlvelous and unequalled 
system of transport that American engineers created and oper
ated back of the lines in France is a sufficient denial of this 
monstrous slander. On the headway of a minute the American 
trains rolled over the American-built railroads from the sea
board to the battle front. 'fhere was no greater achievement 
in the war, and if any old gentlemen on Capitol Hill think 
this is a nation of dubs I can assure them they will get no 
1upport for that idea in France. 

What then 7 Shall we say Americans can with distinguished 
success build and operate r,'lilroads on the other side of the 
Atlantic, but, when we come to this side, an infection of idiocy 
seizes us and we must deliver over our highways to six private 
gentlemen that they may get rich and richer at our expense 7 

Also, there is quite as little sense in the other notion com
monly entertained among our statestmen that to buy the rail
roads would bankrupt the Treasury and add a v,ast and in
1mpportable burden to the national debt. 

The capitalization of the American railroads is twenty-one 
billion dollars, of which eight and a half billions is stock and 
twelve and a half billions is bonds. Of course, it would not be 
necessary to buy the bonds nor any of them, and all of the 
stock that need be bought is 51 per cent. It was in this way that 
Germany secured control of her railroads and there is no reason 
why other nations should not follow that example if they wis'h. 

But in the case of the United States it would not be neces
sary. I am not sure that it would be advisable. When a 
government buys 51 per cent of a railroads stock it leaves 49 
per cent hanging over that has to receive dividends at the 
average existing rates under private ownership or else it 
must offer bonds in exchange for the outstanding stock. In 
the case of the American railroads a fairer and more attractive 
method would be to condemn the railroads and then buy them 
outright on the basis of returning all the money ever invested in 
their stO'Cks. 

This is so fair that it is difficult to see how the most zealous 
railroad lackey in the country could find any just ground of 
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objection to it. To pay back all the money ever invested in 
a property would certainly seem to be all that any government, 
however benevolent, could be expected to do. 

To buy on the basis of physical valuation would, by com
parison, be but a foolish and footless performance. The gov
ernment i>S now engaged in ascertaining at a cost of many 
millions of dollars the physical valuation of the r.ailroad system, 
and when it is through, it will have but wasted its time and 
money. For instance, the physical valuation of some railroads 
was completed four years ago, and between the completion of 
the work and the handing in of the repOII't the value of the 
physical property has increased fourfold, so that the survey in 
such case is manifestly worthless. 

It will be worthless in every other case. 
Nobody need give a hoot about the physical value of prop

erty, any way. The only thing that should count is the amount 
of money invested. We have as a nation certain strong prej
udices in favor of honesty and ag,ainst depriving any persons 
of their actual investments. We ought to be perfectly willing 
to return all the actual investment represented in these railroad 
stocks and return it with a good substantial interest, and that 
is what I favor. 

Then what has been the actual investment in these proper
ties 1 That is easily ascertained. Three days of tracing the 
financial history of any railroad ought to be enough to show 
every dollar of real money that ever went into the concern, 
and some of these results, I can assure inquiring friends, would 
be quite remarkable, not to say startling. 

For instance, at the time the ten small railroads between 
Albany and Buffalo were consolidated into the Oriental New 
York Central, the actual investment in the ten, outside of a loan 
from the State Treasury which was never repaid, was $1,400,000 
and the capital stock was $10,000,000. In 1865 the capital stock 
was $28,795,000, of which $7,500,000 was invested and the rest 
had been added by the printing press. 

At the same time the old Hudson River Railroad from New 
York to Albany had a capital stock of $13,900,000, of which 
$4,200,000 was investment and all the rest had been added by the 
printing press. 
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On December 19, 1868, the directors of the New York Central 
added $22,000,000 to the capital stock, for which not a cent 
was paid, ,and consequently it represented no investment. 

The two companies were then combined without the invest
ment of a single additional dollar, except for the printing of 
the stock certificates, and what had been $45,000,000 of the 
capital stock of the two became $89,257,450 of capital stock 
of the consolidated company, still without additional invest
ment. 

Of this total amount less than $12,000,000 was investment 
and the rest was fiction. 

The process of financiering thus begun was assiduously and 
conscientiously followed. In 1907 the capital stock of the 
company was $178,632,000 of which not more than $90,000,000 
represented investment of any kind. The rest was produce 
of "melons" and the like. It was, in other words, gifts of 
"benefits" made to themselves by the gentlmen who controlled 
the property. The benefits happened to take the form af 
additions to the capital stock for which no money was ever paid. 
The stock still remains and the read must earn dividends on 
it, but it is not in any sense an investment. 

In thirteen years, 1893 to 1906, the stock "melons" thus 
added to the concern amounted to $33,185,600. In seventeen 
years, from 1888 to 1907 the road capitalized $63,200,000 of its 
surplus earnings. 

These surplus earnings should never have been added to the 
capital. They should have been returned to the public in the 
shape of reduced rates. Being added to the capital they are 
only so much more stock on which dividends must be paid and 
so much more of bonds on which interest must be provided. 
But none of it can by any possibility be called investment, and 
when these surplus earnings are taken into consideration, as 
they must be, the part of them that are represented in stocks 
brings down the total of actual investment in this stock to 
$75,000,000 of a total of $178,000,000. The rest was gifts and 
melons. 

I am in favor of paying for the investments but not for the 
gifts and melons. 

In 1873 the capital stock of the Central Pacific Railroad 
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C-Ompany was $62,000,000 of which $75,000 represented in
vestment. Six or eight gentlemen formed the company, sub
scribed for its stock, paid in a percentage of their subscriptions, 
and then made presents to themselves of the rest of the stock 
as they issued it with the trusty printing press. The govern
ment built th e railroad and presented it to them. They 
capitalized the gift and we have been furnishing ever since 
the money from which the dividends have been paid on this 
capitalization. But only $75,000 of it represented investment. 
The rest was presents. 

I am in favor of p.aying back the investments but not the 
presents. 

When the Central Pacific and Southern Pacific railroads 
eame to be combined, the Central Pacific put in government 
land grants worth $30,000,000, interest on bonds the Govern
ment had lent it amounting to $30,700,000, and $67,275,500 of 
stock, of which only $75,000 represented investment. Total, 
$131,200,000 of capital without investment, all of which is. sti:I 
in the balance-sheets of the concern. 

The old Southern Pacific put in $40,000,000 of government 
land grants, $160,000,000 of stock for which no money had ever 
been paid although $30,000,000 had been drawn out in 
dividends upon it, and more than $10,000,000 of donations by 
municipalities. All of these gigantic sums are still in the capi
talization on which dividends are paid, and yet none represents 
investments. I am in favor of protecting investments and not 
paying for melons and gifts. 

Another great railroad system o.f these days that the Govern
ment would have to buy i'S the Great Northern, which is the suc
cessor of the St. Paul, Minneapolis, and Manitoba, which was 
the successor of the St. Paul and Pacific. The gentlemen that 
organized the Great Northern had secured the St. Paul and 
Paci:fic in the follo,wing manner: 

They borrowed chiefly in Canada, about $4,480,000. Then 
they quietly bought up the bonds of the road, held in Holland, 
at prices like 13 and 30 per cent of the face value, the Dutchmen 
having been made believe that the road was practically worthless. 
Then they foreclosed, got possession of the property, immediately 
issued upon it $8,000,000 of new bonds which they sold in thi'l 
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country at 104 and with the proceeds repaid the money they 
had borrowed and had $3,500,000 of net profits besides the rail
road and its land grant, which consisted of 2,580,000 acres of 
very valuable land. 

It will be seen, therefore, that so far as they were concerned, 
on an investment of nothing they had made most astounding 
returns. Other persons, for instance the unfortunate Dutch 
bondholders, had made investments in the property, but these 
investments had been largely wound up by the new manipu
lations, and what was left of them were more than equalized by 
the government grants, which the owners sold for nearly 
$14,000,000. These new owners now issued to themselves without 
paying a cent for it $15,000,000 of stock, which is still in the 
capital stock of the Great Northern. By repeated stock and 
bond issues the owners had, by 1906, divided among themselves 
$407,000,000 of "benefits," gifts, and melons, that represented 
very little, if any, investment, while these same issues brought 
into the treasury of the company only $181,000,000. 

Another phase of the same general subject is afforded by the 
Northern Pacific. In 1890 the right of way in this company 
was worth $50,000,000; in 1900 it was worth $75,000,000; in 
1917 it was worth $125,000,000, and today it i1s probably worth 
$200,000,000. Yet it is the same old right of way; the company 
has done nothing to it except run trains over it. The greater 
part of the increase in value has been capitalized; that is to say, 
stocks and bonds have been issued against it and the money 
to pay the dividends on these stocks and the interest on these 
honds has been obtained by increased freight and passenger 
rates. 

But that right of way was bestowed by the nation as a free 
gift upon the railroad company and bestowed out of lands that 
belonged to the people. I submit that it would be most unfair 
to make the people buy back their gift and also pay for the 
increased value of that gift, an increase brought about only by 
the increase of population. 

I have offered here as samples the outline of the actual in
vestments in four great typical railroads of America. They 
show exactly how the total capitalization of the whole system 
has been built up. 

To purchase billions upon billions of "benefits," gifts, melons, 
etc., that represent no investment, would be absurd. 
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NEGATIVE ARGUMENTS 

EXCERPTS FROM ''GOVERNMENT PARTNERSHIP IN 
RAILROADS'' 

BY MARK WYMOND 

(Wymond and Clark-Chicago, 1917.) 

The only railroad in the United States which is owned and 
operated by the government at the present time is a line 32 miles 
long which is operated by the State of Texas in connection with 
its penitentiary system. The experience of the United States 
shows that under proper conditions government investment in 
railroads may be profitable, but that government operation has 
been unprofitable in all cases from an economic standpoint. 

The report of the Dominion Commissions on Canadian rail
roads for the year 1915 shows that the government-owned Inter. 
colonial Railroad is operating 1,843 miles. The government has 
operated the Intercolonial for 4 7 years. For 25 years its ex
penses have exceeded its earnings by the aggregate operating 
deficit of $11,500,000. For the entire period there has been a 
net deficit of $9,533,000. To summarize: Government operation 
of railroads in Canada has not been successful from the eco
nomic point of view. It has not been possible to keep the rail
r,oads under the government free from politics. Political con
siderations have frequently influenced the location of railroads. 

In Germany the Cologne Chamiber of Conunerce stated in 1913 
that on the baros -0f traffic carried, the Prusian roads had "two 
and one half times as many officials as the American roads and 
five times as many clerical and other employees who do no phys
ical work." There are 2,077 employees per 100 miles of line 
as compared with 624 per 100 miles of the entire system of the 
United States. Germany's railroads have been taken over from 
private corporations, extended and improved, primarily for mili
tary purposes. A number of the German General Staff said dur
ing the war, "In time of peace trial trains were run to these 
various positions so that if the war broke out there should be no 
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hitch in the transport of troops. Preparation was made for 
every eventuality." 

Paul Leroy-Beaulieu, the French economist, stated in 1912: 
''At the end of three years, government ownership appears to 
be a public calamity and financial disaster. Moreover, substan
tial accidents occur, one after the other, not only on the West
ern Railroad, but on the old system that the government has 
heen administering nearly 35 years.'' France was forced into 
government ownership by the action of Germany. The motive 
is found in military necessity. She must continue government 
ownership and operation so long as the German railroad system 
remains as it is now. 

For some years there has been a large deficit in the govern
ment operation of 27,544 miles of railroad in these countries. 
In 1910 the President of the Austrian Chamber of Deputies, 
who is an advocate of government ownership said: ' ' It does 
not seem to us that the Government committed a r emarkable 
feat when it succeeded in creating a deficit on the Northern 
Railroad. The government has enlisted an army of new em
ployees. They have gone much too far in the reduction of 
hours of labor. Instead of a commercial management they ap
pointed lawyers to posts that require busine.ss men and experts. 
They have established an entirely impracticable beauracracy." 

It is the general belief that the fear of domination of foreign 
capital has been the motive for government ownership in Bel
gium. At the beginning of the present war a statement by the 
German General Staff indicates the condition of the railroads in 
Belgium: ''Moreover, the railroad beds were in a sadly neg
] ected state and the rails were bad. Very often the railroad 
crossties broke under the weight of our engines. '' 

Mr. E. E. Clark, one of the oldest members of the Interstafo 
Commerce Commission, in an address before the National In
dustrial League on September 9th, 1915, expressed this su
periority of the quality of our railroad service over that of Eu
ropean railroads: "They (foreign railroads), would not, how
ever, be able to meet the demands in our country. Taking into 
consideration circumstances and conditions, I think we have the 
best railroad service in the world.'' 
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The government owns and operates practically 95% of the 
total mileage of Australia and New Zealand. The motive is 
found in financial necessity. Private capital is not available. 
As to capitalization, rates, wages paid employees, efficiency of 
labor, and return on capital, the showing of the privately owned 
American roads is incomparably superior to those of Australia. 

CONCLUSIONS 

1. The capitalization per mile of the railroads in the United 
States is less than in any of the foreign countries except where 
the comparison is with the narrow gauge railroads with lower 
standards of construction. 

2. The average passenger fare is higher on railroads in the 
United States than in foreign countries for the reason that (a) 
considerably more than 90% of American passenger traffic is 
first class and more than 90 % of foreign traffic is second, third, 
and fourth class, and (b) American labor is paid higher wages 
than that of any foreign country. If compared on the basis of 
first class rates, the American rate is the lowest. 

3. The average freight rate on railroads in the United States 
is very much lower, in every instance, than on foreign railroads. 

4. Wages are higher in the United States, 71/2 times those of 
Japan and twice those of Germany. 

5. More units of traffic are moved per employee in the 
United States than in any foreign country. 

6. Government ownership of railroads has been used to ad
vance partisan politics, not only in the operation but in the lo
cation of new railroads. 

7. The motives for government ownership in foreign coun
tries have been military-Germany, Austria, Hungary, France, 
-political necessity-Canada-or financial necessity-Aus
tralia and New Zealand-combined with a fear of foreign 
capital-Belgium, Switzerland, Japan. These motives are lack
ing in the UniteJ States. 

8. If the government owns the railroads it should be con
sistent and own the express, telegraph, and telephone lines as 
well a-s the competing electric railways and water transporta
tion companies. There are 1,815,239 railroad employees. It 



35 Government Ownership of Railroads 

would add to this 2,600,00 voters. If only 20% of the employees 
act together politically, it would give a party in power too 
great an advantage to be wrested from them. In the last elec
tion the popular majority was less than 500,000, and in pre
vious elections it has been less than 100,000. 

9. Wages would be increased. It would be difficult to re
sist their demands. 

10. Congress appropriates for government purposes about 
one and one-half billion dollars annually, the administrators of 
the railroads about two and one-half billion dollars for ex
penses incident to conducting transportation and maintenance 
of railroad property and equipment. Martin A. Knapp, a mem
ber of the Interstate Commerce Commission for many years 
said in 1902, "For the Government to acquire the 200,000 miles 
of railway already constructed (total mileage ·at that date), 
undertake to construct their vast operations by direct agency 
and to extend their service with needful rapidity, is a project 
of such colossal import as to incline us to place it quite out
side the range of probability." The railroad revenue is more 
than 3,000 millions annually, or more than ten times the tariff 
revenue. If the making of a tariff schedule has heretofore de
bauched our poltics, what will the making of a schedule of rate.a 
for transporting our domestic commerce-which is many times 
greater than our foreign commerce-do to our politics. 

11. How will government ownership affect the several 
States 1 It will deprive them of 140 million dollars a year, 
which they now receive in taxes, and it will take from them 
the power of railroad regulation. 

12. Government ownership will be inimical to the interest 
of shippers on account of the difficulty of obtaining redress for 
lo.ss and damage to freight. It will increase the diffkulty of 
obtaining readjustment of train schedules and other matters re
quired to meet the local or peculiar needs of the general public. 

13. Two diametrically opposed general policies of govern
ment must be considered in comparing government and private 
ownership, paternalism and individualism. Paternalism con
centrates vast powers in the hands of the few men who are 
charged directly with the administration of the affairs of gov
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ernment, leaving the least possible minimum to individual ini
tiative. Individualism distributes authority as widely as pos
sible. Our government is the most individualistic of all gov
ernments in shaping its policies. The German government goes 
to the other extreme. Mr. James J. Hill, now dead, in an ad
dress at Syracuse, N. Y., said: "Paternalism and extravagance 
have lived in conjugal union since government began. No de
cree of divorce can be pronounced between them, nor can they 
be separated from their offspring, inefficiency. They are the 
perpetual disturbers of wholesome business life." 

THE PROBLEM OF GOVERNMENT OWNERSHIP OF 
RAILROADS 

BY WALTER J. FAHY 

(Reprinted from National Magazine, August, 1916) 

To maintain the government each year Congress appropriates 
about one billion dollars. That is almost exactly the amount of 
money that the railroads of this country pay out in wages each 
year. Another billion dollars is spent by the railroads for 
maintenance, new equipment, improvements, new terminals, and 
the like. It will be seen, therefure, that the cost of operating the 
railroads of the United States is twice the cost of operating the 
government. 

Suppose for a moment that the directors of a great railroad 
had before them the reports of the various department heads, 
.showing that the successful operation of the roads for the next 
fiscal year would require an expenditure of about $125,000.000. 
Suppose one of the directors said, "Oh, that may be the amount 
of money our superintendent needs to run the road, but we 
ought to spend more money than that next year. Let's split up 
$5,000,000 among half a dozen cities.'' 

Would the stockholders howl? Would Congress howlY Would 
the Interstate Commerce Commission start an investigation! 
They would if a railroad attempted any such performance. How 
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about a similar performance by the government? It isn't done, 
you say? Oh, but it is, and fortunately it is all a matter of 
record. I have before me the naval appropriation for the fiscal 
:year 1910-1911. Congress was informed by the Navy Depart
ment that it needed $126,907,536.38 for the maintenance of the 
Navy during the ensuing fiscal yar. With these figures as a 
guide, the House Committee on Naval Affairs prepared an ap
propriation bill calling for government expenditures of $129,
037,602.93. As the bill passed the House it called for an expen
·diture of $127,829,602.93. It then went to the Senate and was 
promptly referred to the Committee on Naval Affairs of that 
body. When the committee got throug'h tinkering with the bill 
it called for an expenditure of $130,737,934.38. Then the entire 
Senate took a hand in the matter, and as the bill was passed it 
called for an expenditure of $131,679,854.38. In other words, 
the Navy Department was compelled by law to spend $4,772,318 
more than it said it needed. How long do you suppose a rail
road could stand that sort of manipulation 1 

The railroads have been struggling against the unreasonabb 
demands of labor unions for years, but it is a rare year that 
does not witness an increase in wages to some class or classes 
of railroad employees to the extent of several million dollars. 
It is impossible to imagine to what height wages would go if 
the demand for an increase was made by 1,700,000 voters, and 
the demand was passed upon by the members of Congress whose 
political future depended upon the votes and activities of the 
.aforesaid 1,700,000. 

Next to the finances involved the question of labor would be 
the most serious problem if the Government took over the rail· 
roads. A year ago the country had a demonstration of the 
power of labor unions over Congres'S. In the last Congress the 
American Federation of Labor demanded that labor unions be 
-exempt from the provisions of the new anti-trust legislation. 
This demand was the subject of criticism throughout the coun
try. I think I am correct in stating that a majority of the news
papers of the country protested against the proposed exemption. 
When the proposition was brought to a vote, however, only one 
man had the courage to vote against the unions. That was J. 
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Hampton Moore of Philadelphia. In the case to which I am 
now referring the unions were demanding that they be free from 
the operation of the law. How much more insistent and threat
ening they would be in making a demand for an increase in 
wages, for shorter hours, and for increased train crew;;, I will 
leave to the imagination of the reader. You may rest assured 
that a concerted demand would be made and it would he made 
at the most advantageous time; namely on the eve of a Congres
sional election or in a Presidential year. What member of Con
gress desirous of maintaining his place in Washington would 
dare to oppose that army of 1,700,000, and what national com
mittee would dare oppose that army in its campaign text-book? 

I don't like to contemplate what government ownership of 
railroads would cost the taxpayers of the country. That the cost 
would be staggering and beyond the imagination even of expe
rienced railroad men I am certain. I am equally certain that 
the burden would fall heavier on the population of the East 
than on any other section of the country, not only because the 
population of the East is greater, but also because railroad de
velopment of the South and West would be carried on at th·~ 
expense of the people of the East. There will be little, if any, 
railroad expansion in the East. That portion of the country has 
a network of railroads that cannot be improved by the go·vern
ment. Railroad building in the South and West, however, will 
be carried on for years to come. 

If the construction work is done by the government, the West 
and South will get the railroads and the East will get the big
gest share of the bill . 

Another point of interest to shippers in contemplating gov
ernment ownership is the delightfully informal manner in which 
the Panama Railroad increases its freight receipts. Several 
months ago the officers of the Panama Railroad, not content 
with their abnormally high freight rates, decided to increase 
their revenues. The Secretary of War is the supreme head of 
the government-owned road in the Canal Zone. He was asked 
to authorize an increase in freight rates to Central America, 
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Mexico, Colon, and Panama points. He gave the necessary au
thority and up went the rates. At the New York office of the 
road I asked for an explanation of the increased rates. The 
rate clerk made the following illuminating reply: 

''We look over the situation, decided to get more money out 
of certain commodities, and then jacked up the rates.'' 

The new rate went into effect October 30, 1915. ·rhe shipper 
will discover that when he pays his freight bill and not before . 

The sixty third Congress passed ''An Act to authorize the Pres
dent of the United States to lacate, construct, and operate rail
roads in the territory of Alaska, and for other purpo'Ses.'' The 
act sets forth the many things which the President could do in 
the construction and operation of the government-owned roads, 
and to make sure that he would not be hampered in any way, 
blanket authority was conferred on him in the foHnwing lan
guage: 

"That it is the intent and purpose of Congress through this 
Act to authorize and empower the President of the United 
States and he is hereby fully authorized and empowered, 
through such officers, agents, or agencies, as he may appoint or 
employ, to do all necessary acts and things in addition to those 
specially authorized in this Act to enaible him to accomplish the 
purposes and objects of this Act.'' 

In other words there is to be no re.Btriction whatever so long 
as the government is in control. The President is even given 
authority to "fix, change, or-modify rates for the transportation 
of passengers and property." But, the same Act says; "Pro
vided that if said railroad or railroads including the telegraph 
and telephone lines are leased under the authority herein given, 
then and in that ewnt they shall be operrated under thie juris
diction and control of the provisions of the Interstate Commerce 
Laws." 

If any sort of common-sense reasoning is permitted in study
ing the language of this Act the conclusion is inevitable that sa 
long as the Alai;rkan railroads are operated by the government, 
the shipper must pay whatever the government sees fit to im
pose but if, by any chance, operation of the railroads is taken 
over by private parties, the shippers will be protected from un
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reasonable rates and practices, as he is now, by the Interstate 
Commerce Commission. 

Those who have investigated government railroads abroad are 
agreed that the policy is a failure from the standpoint of sound 
business economics, and especially so in the countries where the 
electorate has a voice in the administration of state affairs. The 
situation in France is clearly set forth by Mr. Yves Guyot, 
former Minitser of Public Works in the French Cabinet. He 
says: 

''The working of state railroads is more costly for France 
than had been foreseen by its adversaries. It has proved the 
powerlessness of Parliament to control such undertakings. It 
has set up a class of workmen and employees who consider that 
the line is run for their benefit and not for the convenience of 
the shippers or travelers. It has dealt a hard blow to public 
credit in France.'' 

Another view of the conditions in France is given by Pierre 
LeRoy Beaulieu, who says : 

"From all points of view, the experience of state railways in 
France is unfavorable, as was foreseen by all those who had 
reflected upon the bad results given by the other industrial un
dertakings of the state, such as telephones, matches, and many 
others. The state, above all an elective administration, cannot 
be a good commercial manager. It works expensively and is 
powerless before its employees." 

The inevitable mixture of politics and labor unions to the 
cost of the government is clearly set forth by the Hon. Evelyn 
Cecil, a member of the French Parliament. Discusing his in
vestigation of the operations of the Western Railway, owned by 
the French government, he says : 

"Its enormously enhanced deficit, its greater inefficiency of 
operation, and the insubordination of its staff since it has been 
taken over by ihe state are now notorious, and even affect Eng
lish and Continental traffic to Normandy and Brittany. These 
disastrous results were preceded by a large increase in the num
ber of employees, on the acquisition of the railways by the gov
ernment, which has in no way been justified by increased effi
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ciency. Under state management the discipline necessary to the 
best administration is disregarded by employees, who are mostly 
electors, while the pressure brought to bear upon a sqeezable 
minister to raise wages is highly detrimental to public interest.'' 

Speaking of the Belgium and Italian state-owned roads, Mr. 
Cecil says: 

''There is a similarly large increase in the number of railway 
employees in Belgium, where the private lines were taken over 
by the state, and Belgian state railways are run at a loss. In 
Italy, where the chief railways were nationalized in 1905, the 
number of employees was increased within three years from 
97,000 to 137,000, and the systems do not earn enough to pay 
one-quarter of the interest on the investment in them. The 
whole proces of nationalization in Italy was accompanied by 
widespread strikes, and in one case the appointment by the 
government of a most capable officer was directly afterward can
celled, apparently on the ground that this highly reputed expert 
was objected to by the men as too strict a disciplinarian. It has 
been charged in the Canadian Parliament that during political 
campaigns the government increases the number of employees on 
the Inter-colonial Railway; (which is under government manage
ment) to influence election results." 

We do not need to go to Europe to be warned against govern
ment ownership. In many ways Canada furnishes a better com
parison than can be found elsewhere. Its political influence is 
quite similar to our own, and the burdens which have been 
placed on the taxpayers of the Dominion, because of government 
ownership of railroads, furnish striking evidence which the 
United States would do well to study. 

The Canadian Government has been in the railroad busi
ness since 1867. Its operation of the Inter-colonial Railroad, 
in investment, road, and equipment represents an expenditure 
of $345,000,000, $237,000 a mile. No taxes are paid by the 
Inter-colonial-a very considerable item of railroad expenditure 
in the United States and a vital source of revenue to the various 
states-and yet the Inter-colonial failed to earn even its operat
ing expenses in twenty-seven years of its operation by the gov
ernment. 
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The Canadian Government has owned the Prince Edward 
Island Railway since 1873. In not one year of its government 
operation has the Prince Edward road earned its operating ex
penses. The road not only fails to bear its share of taxation 
burdens, as do roads in this oountry, but it forces the taxpayers 
to make up its annual deficits. 

In 1904 the Canadian Government began construction on 
another state-owned railroad known as the National Transcon
tinental Railway. The responsible officers of the Government 
announced that the new road from Quebec to Winnipeg, a dis
tance of 1,334 miles, would cost $35,000 a mile, or $47,040,000. 
The cost of another portion of the road, from Moncton to Que
bec, a distance of 460 miles, was estimated by the government 
officers at $31,250 a mile, or $14,375,000; the total cost being 
estimated at $61,415,000, or $34,083 a mile. A government in
vestigating committee has reported that in 1922, in which year 
it was expected the road would be leased by the Grand Trunk 
Pacific, the National Transcontinental Railway will have cost 
the people of Canada for principal and interest $234,651,251. 
The same commission reported that $40,000,000 had been wasted 
in construction work. When the road was first planned, ar
rangements were made whereby the Grand Trunk Pacific would 
lease it from the Government, the rental being fixed at three per 
cent. of its total cost, then estimated at $61,415,000. Since the 
total cost in 1922 is now estimated at $234,651,251, the Grand 
Trunk Pacific naturally does not desire to place a premium on 
government extravagance and graft and declines to lease the 
road from the government. The taxpayers of Canada seem to 
have ahead of them the pleasant prospects of making up deficits 
on another railroad which cannot earn its operating expenses. 

The foregoing facts furnish striking evidence bearing on gov
ernment ownership abroad. They bring out strongly the follow
ing important facts: 

First-The inability of state-owned roads to pay the interest 
on the capital invested. 

Second-The injection of politics into the service to the detri
ment of discipline and at a heavy cost to the government. 

Tii.ird-The failure of the government to operate the roads as 
a strictly business proposition. 
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Fourth-Service, both passenger and freight, becomes worse 
instead of better. 

In considering the conditions actually found in Europe and 
in Canada as a guide to what we may expect at home, we come 
back inevitably to politics. I think it will be admitted that Lord 
Bryce, formerly British Ambassador to the United States, has 
demonstrated a wonderful ability to understand and portray our 
political problems. I know of no better statement of the case, 
from a political point of view, than that of Mr. Bryce. Speak
ing on the subject of the railroad problem in the United States. 
he said: 

"The railroads can hardly be taken over and worked by the 
national government as are the railways of Switzerland and 
many of those in Germany and the Austro-Hungarian monarchy. 
Only the most sanguine state socialist would propose to impose 
so terrible a strain on the virtue of American politicians, not to 
speak of the effect upon the constitutional balance between the 
states and the federal authority". 

The danger of political domination is seen by those who study 
our conditions at close range. On this subject Dr. Jacob Gould 
Schurman of Cornell University says: 

''In the United States the central government possesses under 
the constitution a minimum of governmental functions. Yet 
even among us the public business is conducted with much less 
energy and efficiency than private business. Although some 
European states own and manage the railways-never, however, 
with great success-we hesitate to invest our government with 
this function because of its incompetency as a business agent and 
the inefficiency to which it is doomed by partisan politics.'' 

It is generally agreed that the government would pay for the 
railroads with an issue for four per-cent bonds which would be 
non-taxalJle. This sounds well, but I ·wonder if anyone has 
thought what the substitution of government non-taxable bonds 
for existing railroad stocks and bonds would mean to the finances 
of the government. Under the new income tax law the holders 
of railroad stocks and bonds pay several million dollars into 
the Federal Treasury. Federal ownership of railroads would 
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deprive the government of that income, and in so doing it would 
represent an annual loss to the country of that amount of monev, 
a.nd consequently a charge of that amount against government
owned roads. 

FROM "THE RAILWAYS IN PEACE AND IN WAR'' 

Bv ·SAMUEL 0. DUNN 

(The Yale Review, Vol. 7, Page 362, January, 1918.) 

It would be essential to efficient administration that all the 
higher officers should be given and should retain their po.si
tions solely because of their preeminent ability and special fit
ness. Great difficulty would be met in getting and keeping such 
men. The government would not pay them nearly so much as 
they could make in private business. However, the honor in
herent in public office is more attractive to many able men than 
a large income, and in spite of small salaries the government 
might get strong men if appointments and the tenure of office 
were made to depend entirely on merit. But this statement 
suggests a difficulty greater than that of salaries. The policies 
of large private concerns and of the government in selecting 
important officials differ. There is hardly a high officer of a 
railway or industrial corporation but owes his place to his 
ability and experience, -and knows that his tenure of office de
pends on his integrity and efficiency. There is hardly a high 
official of the government who does owe his office solely to ex
perience and ability; most of them owe their places to politica.! 
considerations and know they will lose them for similar reasons. 
Besides being able and specially trained men, the managers of 
any large concern in order to conduct it successfully, must be 
free from interference except on business grounds . . In view 
of our almost unvarying experience, there seems to be little reason 
for believing that the managers of a government railway 
system would be free from such interference. 

With respect to labor, there appears to be no ground for con
tending that it would be more efficient under government than 
under private management. Its efficiency depends largely upon 
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the energy and skill of the management in training, organizing, 
and directing it; and reasons have been given for apprehending 
that the management of our railways under government owner
ship would be less energetic and skilfull than under private 
ownership. It is probable also that under government owner
ship labor would be harder to train, organize, and direct. Un
der private ownership most employees are taken into the serv
ice, and retained, discharged, or promoted because of t'he man
agement's belief in their fitness or unfitness. It is almost cer
tain that under government ownership many of them would 
owe their place to politics; and men who owe their jobs to 
politics are more likely to be loyal to their party politicians 
than to their superior officers. Even civil .service rules are not 
a satisfactory substitute for business methods in dealing with 
employees. It seems clear that under government management 
the average efficiency of the employee would be reduced, and 
that more men would have to be hired to do the same work. 

Political considerations under government ownership may 
cause lines to be built and improvements to be made where they 
are not needed, and prevent them from being provided where 
they are needed. They may cause c·ontracts to be let and p1 a·
ehases to be made to further party instead of public interests. 
They may cause passenger and freight service to be rendered, 
not for the benefit of the public, but to placate favored com
munities. The conclusion that the total cost incurred in fur
nishing transportation would be increased under government 
ownership seems inevitable. It is moreover, supported by the 
comparative results of government and private railways. 
There are thirteen countries in the world in which the average 
capitalization or cost of construction of the railways per mile 
exceeds the average for the railways of the United States. In 
ten of these government ownership preponderates, while in only 
three does private ownership preponderate. The operating ex
penses of state and private railways disclose facts of similar 
import. The private railways of France before the war han
dled more traffic in proportion to their operating expenses than 
the state railways of that country. The railways of Prussia 
are the best managed state railways in the world, but tli2v 
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handled less traffic before the war in proportion to their O}J

erating expenses than the private railways of France. The 
private railways of Canada handle more traffic in proportion 
to their operating expenses than the government-owned Inter
colonial. Indeed, the private railways of Canada and the 
United States move more passengers and freight in proportion 
to their operating expenses than any other railways in the 
world, and at the same time pay the highest wages. It may be 
suggested that the relatively higher ex:penses of the state rail
ways are due to the fact that they give superior service; the 
facts do not show this. 

But a government is not a mechanical device which auto
matically registers what is right and wrong, what is fair and 
unfair, and in the same manner issues and enforces its decrees. 
Governments are officered by ordinary men; and in a demo
cratic country these men depend for their places on the suf
frages of other men. Therefore, under either system those who, 
in a democratic country, compose the government, will deal 
with matters affecting railways with some regard to their own 
political interests. The railway policy most likely to cause 
equity to be done will be that which tends most strongly to 
make it to the interest of those in office to hold the balances 
even hetween all sections and classes. Under the system of 
public regulation the regulating official$ oecupy positions of 
Rome detachment with respect to railway affairs; and experi
ence indicates that the pressure brought to bear upon them by 
the various classes and communities is likely to be such as or
dinarily to cause them to deal out approximate justice . 

The authority of the law-making body over the railways would 
become practically absolute; and it could make any distribu
tion of the burdens and benefits of their development and opera
tion it might see fit. It might nominally give the managers 
large freedom of action. But what the law-makers have given 
they can take away. Therefore, there would be frequent ap
peals from the managers to the law-making body; and the law 
makers, and through them the management, would be constantly 
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subjected to political pressure. They would be subjected to 
pressure by bodies of the employees for higher wages and easier 
conditions of work. They would be subjected to pressure hy 
organized bodies of shippers for low freight rates, and by or
ganized bodies of commercial travellers, working men, and com
muters for low passenger rates. They would be subjected to 
pressure from communities all over the country for "pork 
barrel" railway appropriations. 

There is, however, one class which is never organized, except 
sporadically and temporarily, to influence government in its 
behalf. This is the taxpayers. It is the largest class of all. 
But a small body of voters having a single common interest 
which it has organized itself to prom-0te often exerts more in
fluence on government than a large class whose members do not 
clearly recognize their common interest and organize especially 
to prom-0te it. Therefore, J:h 0 dasR w!1ich under government 
ownership is least likely to be protected is the taxpayers. Now, 
most of us pay taxes directly. All pay them indirectly. They 
enter into our house rent, into the cost of our clothing, into the 
prices of everything we eat and drink. Unfortunately, in coun
tries having government ownership the taxes levied to pay the 
railway deificits are always so mixed up with the prices of goods 
and with other taxes that those who pay them have no idea 
what part of them is used to meet the expenses of the government 
and what to meet the deficit of the railways . 

Yet, while private railways always are required to pay taxes 
to the public, the rule as to the state railways is that taxes have 
to be collected from the public to make up their deficits. There 
are some state railways which earn the interest on the total in
vestment in them, and even more. This is true, for example, of 
those of Prussia and Japan. But in Canada, Belguim, Italy, 
France, Norway, Sweden, Austria, Hungary, Switzerland, Russia, 
Australia, New Zealand, Argentina, and most other countries 
the state railways usually have failed to earn their total operat
ing expenses and interest. Under public regulation and private 
ownership in the United States the railways now pay in taxes 
to the state and national governments $150,000,000 a year, or 
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4% per cent of their total earnings. Under government owner
ship the states could not tax them without the 'Consent of the 
federal government. Even though the federal government gave 
its consent, the public would not be much benefited if the taxes 
collected by the states merely added an equivalent amount to 
the taxes which the people would have to pay to the federal gov
ernment to make up a railway deficit. The burden of taxes which 
the present war will put upon the American public will be quite 
heavy enough without having large railway deficits added to it. 

The annual expenditures of our railways for new construction 
and permanent improvements, and for equipment and supplies 
used in current operation, aggregate, under normal conditions, 
almost one and one-half billions of dollars. Under government 
ownership the appropriations for these enormous expenditures 
would be made by Congress. When we consider the log-rolling 
methods used in appropriations for rivers and harbors, public 
buildings, and army and naval posts, and the effects produced on 
politics, how can we doubt that similar methods would be used 
under government ownership in making the many times larger 
appropriations for railway purposes, and that like, but greater, 

· effects would be produced by them on politics? 
The government now has four hundred thousand employees 

in its civil service. The acquisition of the railways wtould add 
about 1,850,000, making the total at least two and a quarter 
millions. The employees of the railways now ordinarily look 
to the railway companies and to arbitration boards, organized 
under federal law, for improvements in their wages and condi
tions of work. Only in one case has any large body of them 
gone to Congress for legislation regarding their wages; and the 
way in which the passage of the Adamson Law was secured, 
and the effects of its enactment, hardly constitute a satisfactory 
precedent. Under government ownership, however, the em
pioyees of the railways would have to look to Congress, just as 
government employees do now. If Congress did not promptly 
grant their requests, is it conceivable that civil service rules 
could prevent such a large body of voters, who together with 
their friends might hold the balance of political power, from 
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resorting ro political action And what would necessarily be the 
effects on our politics and government of having such a large 
body of government employees and voters resort to political ac
tion, not to promote the interests of the public, but to promote 
their own special selfish interests at the expense of the publi-c, 
their employer? Government regulation has put the railways 
out of politics. Government ownership would bring them back 
in, and in a way and to an extent which would cause them to 
exercise a greater and more malignant influence than they have 
ever exercised. 

GOVERNMENT OWNERSHIP AND INEFFICIENCY. 

BY CHARLES EVANS HUGHES. 

It is regrettable, but it is true, that government enterprise 
tends constantly to inefficiency. It would from any point of 
view be unsafe to take the experience of the last year as a guide. 
The splendid stimulus of the war spirit put us at our best. The 
general disposition to serve and to be content made conditions 
exceptionally advantageous for government experiment. Again, 
the situation in the past year with respect to the movement of 
traffic has been abnormal. But apart from these considerations 
the experiment would not appear to afford a basis for expecting 
a net balance of ibenefits in government ownership and managt:
ment. I do not mean to imply that the record of private enter
prise is an agreeable one, but on a fair examination of conditions 
where government management has been maintained, I believe 
that from the standpoint of efficiency the comparison favors 
private enterprise, and that in this country we cannot afford 
to ignore the fact that inefficiency is the blight upon our public 
undertakings. 

Along with this is the grave question of putting the direct 
operation of these great activities unneccessarily under polifrcal 
control. That is the most serious question. The dovetailing of 
government with business is apt to injure both. Such is the 
havoc wrought by political machines demanding that position and 
have quite enough of this sort of thing in the necessary extension 
profit go with political favor and as political reward. We shall 
of governmental activities without courting additional difficulties. 
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RETURNING THE RAILROADS. 

SATURDAY EVENING POST, FEBRUARY 1, 1919. 

Ninety-nine per cent of the railroad traffic runs across state 
lines. If the roads return to private management the interstate 
authority-the Federal Government- must do the regulating, 
with power to revise J.nd set aside any state regulati-0n that 
trenches on the national interest. Many state regulations have 
trenched on the national interest-being designed for the benefit 
of shippers and travelers in a given region at the expense of the 
railroad system as a whole or of all shippers and travelers taken 
together. 

The roads should be permitted to merge and consolidate in
definitely under Federal permission and charter. The Sherman 
Act, as it affects railroads, and every other statutory restriction 
designed to compel competition should be repealed. The object 
of all such restrictions is to protect the public against monopoly 
prices and Federal power to regulate rates afford ample pro
tection. 

Federal regulation should proceed on the principle of guaran
teeing a certain minimum return on the capital invested-say, 
five per cent-and offering a reasonable margin above that as 
a reward for excellence and progress in managerial efficiency. 

By such an arrangement every advantage of unified operati0u 
-such as joint use of terminals, consolidated train service, and 
se on-could be had. The public would be protected against 
extortion, for rate control would be in the hands of the govern
ment. Capital would be protected against confiscation. Labor 
would have an open, impartial court for the arbitration of its 
griemnces. There would be scope for private initiative; a reward 
for progress. We should be saved the plague of government 
owner!Slhip, nnder which politics would c-0-rrupt the railroads, 
and the railroads-with two million organized wters on the pay 
l·o!l-would corrupt politics. We should escape th1~ prog•:essise 
hardening of the arteries which attends government operation. 

Plenty of people will object, including state railroad commis
sioners, whose functions and importance would be much at· 
tenuated. But some such sweeping reorganization of the old 
status is the only thing worth considering as an alternative to 
costly and corrupting government ownership of the roads. 
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SPECIMEN DEBAT'E. 

PREFATORY NOTE 

The following specimen debate is added primarily for the 
benefit of the rural and smaller schools. The debate consists of 
the main constructive arguments (the rebuttal speeches being 
omitted) that were given by University of Texas teams in the 
intercollegiate debates of 1919, Texas winning all four of the 
debates held with the state universities of Oklahoma, Colorado, 
New Mexico, and Utah. The affirmative arguments that follow, 
by Ted Myres and Owen D. Barker, of Sweetwater (the team, 
by the way, that in 1916 won the State Interscholastic League 
championship in debating) were awarded a favorable ded~ion 
in a debate with the University of Oklahoma; and the negative 
arguments, by Ernest May of Weatherford (also on the winning 
team, in the Interscholastic State Contest in 1915) and .rrnl;;rm 
Francis, of Austin, were awarded the decision in a debate with 
the University of Utah. 

Dr'l'EBSCllOLASTIC DEB.A.TEBS .A.BE ESPECIALLY CAVTJ:Ol!l'ED BE
GABDIBG TB:E 'USE TO BE MADE or TB:E DEBATE TB:AT FOLLOWS. 

The best, way is to study the question by use of the preceding 
material in this bulletin, together with other sources of informa
tion; then outline and write out your arguments before you 
read the arguments that foUcrw : these may then i.i ,_ comro1lted 
for the purpose of suggesting revisions in your own arguments 
that have previously been prepared. In this connection, the 
following excerpt from the rules in the interscholastic debates 
-should be carefully heeded: "Whenever a debater quotes at any 
length the words of another, that fact must be plainly stated. 
Proof that either membeir of a debating team has used quoied 
matter without giving due credit therefor, shall disqualify such 
team in all League contests for that year." 
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FIRST AFFIRMATIVJ!l 

BY TED MYRES 

Undoubtedly the most important industrial question before 
the American public to-day is the railroad problem. The proper 
solution of this problem is of vital concern to all of us, for the 
life of our nation depends to a; great extent cm our railroads. 
Our railway systems have been rightly called ''arteries of com
merce.'' Their throb is felt by every person throughout the en
tire country. It is estimated that one-fifth of the average cost of 
living in the United States is due to freight charges. And the 
question is a pressing one; it demands immediate attention. 
The management of the railroads cannot be long continued as it 
now is. The government must assume full control of the systems, 
or return them to their owners. This important problem con
fronts us. There is no need of trying to shirk the responsibility 
of meeting it; and the sooner it is met, the better it will be. 
Since the question is so important and so pressing, let us ap
proach it with open-mindedness and with determination to get 
at the bottom of the matter. 

Now the issue is this: whether or not the government should 
own and operate the railroads. The affirmative hold that the 
government should own and control the railroads; the negative 
maintain that the government should not do so. 

We base our case upon three main points : first, that govern
ment ownership would eliminate certain inherent evils of private 
management; second, that it would be thoroughly practicable ; 
and third, that it is in direct accord with the tendencies of the 
age. It is my purpose to prove the first point. My colleague 
will prove the second and third. 

First of all, government ownership would recognize the public 
function of the railroads, that they are too important to the 
general welfare to be manipulated for private gain. The rail
roads are a public necessity. Our industrial and commercial 
life is dependent upon our transportation facilities. Let our 
railroads stop running a week, or even a day, and what happens T 
Business is paralyzed; factories close down; whole cities are 
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destitute of food. Why, the railroads are just as important to 
our industrial life as the air that we breathe is to our physical 
life. We could do without air just about as well as our complex 
industrial system could do without the railroads. Yet what 
would you think of letting a private corporation own and con
trol the air that we breathe, cutting off the supply when it will, 
dictating our very existence? But haven't private corporations 
been doing this very thing with regard to orur commercial life? 
Don't they control the railroads, the very sinews of our indus
trial system? And don't they use these railroads for private 
gain, disregarding the public function which they perform, 
jeopardizing the business of our nation to further their own 
ends1 A business is managed in the interest of its owners and 
no one else. Under private ownership, the interests of the 
public are secondary. Private gain ·comes before public service. 
But this should not be. The railroads are too important t10 be 
subject to manipulation and plunder that the few might profit 
at the expense of the many. But since a business is managed 
in the interests of its owners, the only way for the people to re
ceive the full benefit of the railroads is for them to become the 
owners. It is only in this way that their public function will 
be recognized, and our commercial growth left uncramped, un
restricted by private companies whose interests collide with those 
of the public. 

Second, .government ownership would lessen certain economic 
evils of the present system. In the first place, it would lessen 
the waste of competition. No stronger proof of this is to be 
found than the vast economies that were made possible when the 
government took over the systems at the beginning of the war, 
and coordinated them into one great national unit. The enormous 
waste from circuitous routing was immediately curtailed. Goods 
that had been carried hundreds of miles out of the way, were 
now hauled by the shortest routes. The route from Los Angeles 
to Dallas and Fort Worth, for instance, was shortened by 500 
miles. The waste from unnecessary terminals was eliminated. 
In our cities, one terminal was made to serve where two, three, 
and even five served before. As someone has said: the govern
ment ran one train where three ran previously. It ran as many 
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full trains as the traffic warranted-and no more. But that isn't 
all. .According to the "New Republic" for November 9, 1918, 
in taking over the railroads, the government last year saved 
$5,000,000 on salaries of officers, one and a half million on legal 
expenses, and $7,000,000 on advertising. .And these are only a 
few examples of the vast economies possible if the government 
is allowed to complete its task of coordinating the railroads, mak
ing them one great national unit, all working together for na
tional efficiency, and not struggling against one another, and 
dissipating the nation's resources through wasteful competition. 

The second economic evil that government ownership would 
eliminate is the unstable financial condition under which pri
vate companies must labor. There are a few facts which private 
corporation have guarded so safely that they are not generally 
known. Our private companies tell us that .America's railroads 
are the best in the world; that they are as efficient as they 
possibly can be; and we believe it. But did you know that, ac
cording to the "Statistical .Abstract of the United States" for 
1912, 735 different railroads have gone into hands of receivers 
in this country, and 988 have been sold under foreclosure in 
the last 36 years 1 Forty-two per cent. of the railroad mileage 
of the country has suffered bankruptcy. Now what is wrong? 
Why have the railroads failed under private ownership 1 For 
two reasons: first, the plundering of the systems for profit, 
and second, the need of adequate credit to keep them in run
ning order. Government ownership is the remedy in both 
cases. 

That the railroads have been plundered for private gain 
needs little proof. We need only look at the abnormal earnings 
of the railroad companies, $400,000,000 a year. The desire for 
profit causes them to wring every dollar possible from the sys
tems. In a blind effort to make the largest returns on their 
investment, they overlook the necessity of keeping the railways 
in good condition, and pocket the money that should be used 
for that purpose. The government, however, would not strive 
to profit by the railroads, but would turn the revenue coming 
from the operation of the lines to unifying, building up, 
strengthening the national system. That this ha'B already been 
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done in part is seen in the fact that, immediately after taking 
over the railroads, our government expended $1,254,000,000 
toward putting them in better condition. Government owner
ship would eliminate the plundering of the lines for profit. 

Then, government control would extend government credit. 
Even before the war, railroad officials declared that the rail
roads had become so run down that $9,000,000,000, one-half 
their total capitalized value, would be required to put them in 
normal running order. The war has made great demands on 
the railroads, and today we are facing a building program such 
as we have not seen in many years. Can private companies do 
the work Y Can they raise t'he needed capital No, they cannot. 
They are without credit. At preEient they are so insolvent that 
no one will l>oian them money. Virtually bankrupt as they 
now are, they are not strong enough to meet the situation. But 
something must be done. The industrial demands of our na
tion require that the railroads be immediately placed in the 
most efficient condition. They must be put on a firm financial 
basis, not subject to failure with the change of the moon, not 
subject to plunder with the impulse of private gain. The gov-. 
ernment alone is strong enough to solve the problem. It must 
take charge of the railroads, and with its unquestioned, un
limited credit, place them where they can meet the demands of 
the nation. 

The third and last evil that government ownership would 
eliminate is regulation. Regulation is a failure. All the evils 
of private ownership have flourished under it. After fifty years 
of trying to regulate the railroads we are no nearer the 'solu
tion of the underlying trouble than we were then. But the op
position will say that we need a new, up-to.date scheme of gov
ernment control. I reply that the basic principle of regulation 
is wrong. It cannot overcome the inevitable conflict between 
the public and the railroads, no matter how hard it may try. 
Their interests are irreconcilable. The desire on the part of 
the railroads for profit, conflicts with the desire on the part 
of the public for the lowest possible rates, and there is no end 
to the war. Government ownership is the only possible solu
tion. It would obviate this constant struggle by making the 
public 11nd the railroads one and the same. There would be no 
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surplus profit to fight over. Service would be rendered the 
public at the cost of that service. 

In conclusion, we have seen that government ownerhip of 
the railroads is the only way of eliminating the inherent evils 
of private control. First, government ownership would recog
nize the public function of the railroads; second, it would les
sen certain economic evils, doing away with competition and 
putting the systems on a firm financial basis; third, it would 
reduce the evils of regulation, reconciling the interests of the 
railroads with those of the public. Therefore, the government 
should own and operate the railroads. 

FIRST NEGATIVE 

BY ERNEST MAY 

The gentleman of the affirmative correctly stated the ques
tion before us, and did not exaggerate its importance. In De
cember of 1917 the President of the United States found it nec
essary to take over the railroads for the government, because 
no other agency in America could exercise the despotic, ar
bitrary power required in time of war. But the necessity for 
the exercise of that power has ceased to exist, and today there 
is an almost universal demand on the part of the American 
public that the railroads be returned to private hands without 
delay. The government has already ceased to do many of the 
things it did in time of war. It has ceased to regulate our pur
chase and consumption of food. In the course of the war it 
raised a mighty army which it now demobilizes because Ameri
cans don't want a job they can't quit. A few days ago the 
pressure of public opinion compelled the administration to re
linquish control of the telephone and telegraph systems of the 
country. 

The negative will base its argument on the following propo
sitions: first, that government ownership and operation of rail
roads is contrary to American ideals and the spirit of American 
institutions; secondly, that government ownership and opera
tion must result in extravagance and inefficiency in railroad 



57 Go-vernmen.t Ownerrship of Railroads 

management; thirdly, that government ownership and opera
tion is neither necessary nor desirable because under private 
management Americans built up a railroad system superior to 
that ever developed by any scheme of state ownership, a rail
road system that is unquestionably the best in the world. We 
belie:ve that greater efficiency will result and more general 
satisfaction will obtain if the railroads are left in private hands 
under a system of strict federal regulation through the existing 
agency of the Interstate Commerce Commission than under the 
proposed plan of government ownership and operation, as ad
vanced by the affirmative. Therefore, the negative takes its 
stand for federal regulation of railroads, rather than federal 
owritership and operation. 

The gentleman of the affirmative advanced an appealing 
theory of a railroad system owned and operated by the people 
for the people. But at the outset we are met with this ques
tion: does such a theory harmonize with the general spirit of 
America 1 Is it consonant with our government ideals and the 
genius of American institutions 1 Back of the affirmative plan 
lies the idea of paternalism. Paternalism concentrates vast 
powers in the hands of a few men, leaving the least possible 
minimum to individual initiative. Ultimately, it would shift 
our economic burdens from the individual to the state, with 
an implicit belief that the state can do no wrong. The late 
German imperial government is a striking example of the de
velopment of paternalism. In America from our lecture plat
forms and in our university classrooms we were pointed to Ger
many as a government which owned its railroads and operated 
them with some degree of efficiency. The German people were 
docile and submissive, believing that above their individual in
terests was the welfare of the fatherland. In the end we saw 
our strong German state totter and fall, and today anarchy 
threatens to replace law and order beyond the Rhine. 

The United States, on the other hand, is our best example of 
a state based on the rights of the individual. In late years, 
however, governmental powers have increased to an alarming 
extent, and there seems no disposition to check our march to
ward state socialism. Indeed, the man who talks of personal 
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right•s and individual freedom is regarded in many circles as 
one little short of criminal, a relic of the last generation. Gov
ernment ownership of railroads in its very conception conflicts 
with this basic principle of individualism, and can be regarded 
as nothing else than a very long step toward a p·aternalistic 
state. It is in fact, a delusion and a snare. As a thoughtful 
and intelligent people, should we not think long and well be
fore we make thi'S gre·at advance toward so increasing govern
mental powers and ohligations that the state will crumble be
cause of the weight of its own burdens. Is it fantastic to fear 
that at the end of the road which leads from individualism to 
paternalism, we shall find the precipice of Bolshevism and an
archy? The gentlemen of the affirmative lay down as one of 
their cardinal propositions that the plan they advocate is in 
line with the universal tendencies of the age. It. is this very 
tendency that the negative would counteract. For I tell you, 
ladies and gentlemen, very earnestly, that if this government 
shall advance further in its career toward German autocracy 
or the nameless horrors of Russian bolshevism, you c·an write 
over the portals of this republic the immortal words of Dante 
fixed above the gates of Purgatory, ''Abandon hope, ye who 
enter here.'' 

If government ownership would result in greater general 
satisfaction and a higher degree of efficiency in railroad opera· 
tion, then we might afford to go thus far toward state social
ism, trusting to our own good sense to check the prevailing 
tendency. But, in fact, we have no evidence that such a re
sult would obtain. It now costs almost twice as much to run 
the railroads as it costs to run the government. It is an un
fortunate truth which patriotism can not make us overlook 
that our pork barrel appropriations are necessarily extrava
gant and wasteful. Appropriations are distributed with a 
view to please particular congressmen who are desirous of re
election, and there seems no immediate prospect of reform. 

The enterprises now conducted by the government afford 
sufficient proof that talk of government waste and inefficiency 
is not vain nor meaningless. The river and harbor bill of 1910 
contained items favoring 296 out of 391 congressional districts. 
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This bill was a ''masterpiece of geographical distribution and a 
tribute to the cohesive power of legislative logrolling.'' The 
Trinity river in the state of Texas is an excellent illustration 
of governmental inefficiency in this connection. The Trinity 
lacks just one essential of a navigable stream, it is deficient 
in water. Of 511 miles from Dallas to the Gulf six at the 
mouth are open to ocean going vessels. In Texas the news
papers say that the city of Dallas once sought to insure, its 
river against fire. Certain it is that the original appropriation 
bill contained an item of $200,000 for digging artesian wells to 
furnish the Trinity with a greater water supply. Yet during 
the past twelve years the government has spent $2,229,000, and 
is still spending untold thousands, in a vain endeavor to make 
the Trinity navigable. 

In appropriations for public buildings you can go into any 
section of the country and find memorials to governmental ex
travagance. In Texarkana, Texas, there stands a monumental 
federal courthouse, erected at a cost of $110,000. Except for 
three or four days out of the year when the court is actually 
in session, the building stands absolutely vacant and unused. 
Chicago could not get money from Congress to build a post
office, but Vernal, Utah, with a total population of 836 souls, 
secured money for a site and a fifty-thousand dollar building. 
The vacant postoffice site at Seattle cost the government $169,
000, and it stands just seven feet under water all the time. 

Remember that under the affirmative plan it would be Con
gress who would prescribe the amount of our railroad appro
priations and the ways in which it would be spent. If experi
ence is any criterion, our railroad appropriations would be 
made not in the interest of the general public but in the inter
est of members of Congress. Political considerations would 
govern the location of new roads and they would be operated 
in partisan interest. 

Not only in appropriation but in operation would there he 
abundant opportunity under government ownership for waste 
and inefficiency. In the operation of no enterprise has the gov
ernment ever sought to be as efficient as the ordinary private 
concern. Indeed, it has been said that a business firm con
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ducted as is this government could be styled only Bedlam and 
Bankruptcy. With all the advantages of a. democratic state, 
there are defects which we must recognize and deplore. Wast.e 
and extravagance, these are the traditional vices of republies. 
Our postoffice system has been pointed out as illustrative of 
governmental efficiency. Yet every letter received into our 
postoffices passes through twelve hands and is subjected to 
thirty-nine different processes. The report of the Economy 
Commission showed that where the Navy Department spent 
$1.21 opening its mail, the Department of Justice spent $13.62. 
According to this r eport, the Adjutant General's office could 
reduce its salary account by $278,000 and at the same time im
prove its efficiency. 105 employees of the Record and Mail 
Division of this office were doing the work of 35 and were 
scattered in six different buildings, when the State, War and 
Navy building had seventy-six good office rooms used for 
storage purposes only. It is an unpleasant fact that our gov
ernmental machine is not efficient and cannot be efficient with
out an autocratic government. Some measure of inefficiency 
must result from government ownership and operation of rail
roads. 

If present conditions in governmental enterprises are any 
measure by which to weigh the probable results of government 
ownership of railroads. politics rather than the proper consid
erations of business efficiency would govern appointments to 
responsible railway positions. Because of politics, the Ameri
can people would be forced to yield to the most extravagant 
demands of railroad labor. Within our short experience of 
government control we saw the number of railway employees 
increased by 150,000 and the operating expense increased by 
$1,000,000,000. Remember that the 1,850,000 employees of the 
railroad'S are also voters, whose support in the next election the 
party in power would be constantly seeking to secure. What 
congress or administration would dare act in defiance of so 
large a portion of its constituency f The inherent and in
evitable defects of all democracies make government ownership 
and operation of railroads at once undesirable and imprac
ticable unless the affirmative can show advantages that out
weigh lack of busines efficiency on the part of our government. 
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Until the affirmative proves that more general satisfaction 
will come to the American people under government ownership 
than under private ownership, its case is not made. The late 
James J. Hill once declared that paternalism and extravagance 
have lived in conjugal union since government began, that no 
decree of divorce can ever be pronounced between them, nor 
can they be separated from their offspring, inefficiency. Not 
only is government ownership socialistic and paternalistic in 
it'S conception, but, in our judgment, government operation of 
railroads would entail vast extravagance and inefficiency that 
cannot be counter-balanced by any considerations thus far ad
vanced by the affirmative in this debate. 

SECOND AFFIRMATIYE 

BY OWEN D. BARKF.R 

The first affirmative speaker has pointed out the inherent de
fects in the system of private ownership and operation of rail
roads and has proved that government ownership and opera
tion is the only satisfactory 'Solution. It is my purpose to prove 
first, that government ownership is practicable, and second, 
that it is in direct accord with the universal tendencies of the 
present age. 

In the first place government ownership is practicable be
cause the government is able financially to purchase the roads. 
To state this proposition is almost to prove it. Since our en
trance into the war, because private initiative failed to accom
plish the task, Uncle Sam has built up a merchant marine, 
which, in size, is second only that of Great Britain, and which, 
in efficiency is second to none. You will remember that the 
American people raised $20,000,000,000 in Liberty bonds and 
loaned $30,000,000,000 to our allies without more than tappin~ 
the illimitable resources of this powerful nation. In view of 
these gigantic achievements of our government, no one can 
longer question its ahility to accomplish any task demanded 
by the public welfare. 

We are next confronted with the problem of discovering a 
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means by which this purchase may be consummated. When in 
1917 the American Congress, driven by the necessity of war, 
passed the bill authorizing the president to take over the rail
roads, the legislators contemplated the need of ultimate gov
ernment ownership. They consequently provided that the 
president be empowered to buy, for the United States, railway 
stocks and securities. A liberal estimate of the actual value 
of railroads, based on the figures of the Interstate Commerce 
Commission, is $15,000,000,000. Approximately two billion 
dollars have recently been loaned to the railroads by Uncle 
Sam. Nothing would be easier than for the government to take 
stock in payment of this debt. We propose further that the 
remainder of the purcha•se be effected by the issuance of bonds 
of the estimated value of $13,000,000,000, such honds to bear 
interest at the maximum rate of 4 per cent. 

There are many reasons that make th5.s proposal a sound 
business proposition. First of all, it is not necessary more than 
to state on the authority of Martin A. Knapp, ex-chairman of 
the Interstate Commerce Commission, that government owner
ship would remove the railroads from the fluctuations and 
speculation of the stock market, and, as my colleague has 
pointed out, would place our entire financial system upon tne 
solid foundation of the credit of Uncle Sam. 

Secondly, this is a sound business proposition because the 
burden that such a purchase would entail would be borne by 
the railroads themselves. Unlike bond issues such as the Vic
tory Loan, these bonds will represent actual revenue producing 
property, the most valuable in the United States. In order to 
pay the interest it would only he necessary that the railway 
income provide a net return of 4 per cent on the actual value 
of the roads, which as we have seen rs $15,000,000,000. But, ac
cording to the testimony of the railroad presidents before the 
Senate investigating committee, it would be 5.mpossible to run 
the railroads under private management without a net return 
of 9 per cent on the entire capitalized value of the roads, which 
is $20.000,000.000. If you will pardon this excursion into the 
realm of mathematics, 4 per cent C·f the actual value of the 
roads is $600,000,000, the annual net return that the govern
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ment would require. Nine per cent of the capitalized, book 
value of the roads is $1,800,000,000, the net return that private 
owners would exact. $600,000,000 from $1,800,000,000 leaves 
$1,200,000,000, which sum represents the actual, annual saving 
that would result from government ownership. 

These are not the fanciful :figures of a pipe-dreaming social
ist, but the admissions of the railro-ad authorities themselves, 
and we challenge the negative to show that they are fallacious. 
If, as is charged our opponents, the government should become 
extravagant-if it should continue to waste money on improv
ing the conditions of labor and on better life-saving appliances 
-it could thus squander annually $1,200,000,000, and then 
leave the public purse no flatter than it normally would be un
der private ownership. 

Since we have seen that the purchase of the railroads by the 
government is a practical and expedient measure, I shall now 
prove that continued government operation is practicable. It 
is not necessary to concoct an intricate, visionary scheme for 
operating the railroads. The evolution of the railway situation 
has provided the necessary means and agencies for directing 
the roads, and in the United States we already have a tested, 
workable plan of government operation. Under public owner
ship the railways will be managed by practically the same di
rectorate that is now operating them, subject only to the modi
fications demanded by changing conditions. A combination of 
the office of director-general with the Interstate Commerce 
Commission appointed by different presidents and holding of
fice for a long period of time, would form a railroad board free 
from political influence, and at the same time clothed with cen
tralized power sufficient to operate the railroads efficiently and 
effectively. 

That government operation is feasible under such a plan i~ 

er. r.cretely proved by the experiell.".'C of the per.sent railway 
atlministration. For fifty years pri--:·nte companie~ have bt>en 
attempting to con~truct a satisfactory transportation s:witcm. 
Every time they met a real crisis, however, they failed utterly. 
In December, 1917, the traffic became hopelessly congested and 
the entire Northeast was facing a coal famine. New York was 
freezing while just across the Hudson stood hundreds of idle 
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cars of coal. Then the government stepped in. After two weeks. 
without having any previous railway experience. Uncle Sam 
cleared the traffic and rendered the coal shortage a thing of the 
past. It is true that the public has suffered some inconveniencr. 
during the last few months; but we must remember that the 
public convenience was secondary to the supreme task of crusn
ing Germany. The negative forgot that government operation 
accomplished what private iniative absolutely failed to do. Ac
cording to the conclusions drawn by the economists, Moulton, 
Clark, and Hamilton in their recent book. "Readings in the Eco
nomics of war," the government saved millions of dollars, tons 
of fuel, and centuries of time by utilizing the shortest route!;, 
eliminating illigitimate expenses, and co-ordinating into one 
unified system the 3,200 independent, competing lines. 

Especially noteworthy is the succc;ss of the government from 
a financial standpoint. During the period of the war, we did 
not pursue a parsimonious policy toward the railroads. To have 
done so would have been a crime against civilization. Yet, in 
spite of the vast cost of resurrecting the dilapidated railroads 
from the chaos of private oiperation, the roads emerged from the 
war with a deficit of only $200,000,000. And even this deficit 
is more apparent than real. $133,000,000 of that amount repre
sents back pay earned by the railroad employees under private 
management and unjustly charged as a part of the railway 
deficit. Moreover, during the first year of government opera
tion, the government was forced to pay rent to the private owners 
in the sum of $900,000,000. It is evident, therefore, if the govern
ment had owned the roads, since no rent bill would have existed, 
there would have been an actual profit of $700,000,000. And it 
is significant that in spite of the handicap resulting from private 
ownership, it is estimated by Mr. McAdoo and Mr. Hines that 
the railroads will clear $100,000,000 in 1919 and make possible 
substantial reductions in rates. 

Last February a distress call for food came from the Allies. 
Withi'n fifteen days, says the official report of Mr. McAdoo, 6,318 
car loads of foodstuffs have been shot to the Atlantic seaiboard 
and as many more were on the way. During these dark dayit 
we heard complaints concerning delays in the shipment of non
essentials, but we heard nothing of the thousands of cars of lu m
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ber, munitions, and other war supplies that were unloaded on 
the wharves more rapidly than ships could be built to carry 
them across. We heard n'Othing of the gray troop trains which, 
through the long hours of the day and night, sped silently 
with drawn shades across the continent. We did not know that 
in less than one year 6,500,000 soldiers were carried over the 
American railways, 2,000,000 of whom were pounding on the 
German lines before their coming was dreamed o.f. <ffi,vernment 
operation stood the test. With speed and economy unparalleled 
in history it accomplished its task-the winning of the war. 
Then in the name of reason, why should it not be equally suc
cessful when under normal conditions the great object will be 
service to the public 7 Why should not the same resources and 
efficiency be applied to the winning of the war after the war, 
in the reconstruction of industrial America? 

Finally, government ownership of railroads is in direct accord 
with the universal tendencies of the modern world. Almost 
one hundred years ago the little country of Belguim constructed 
the first state-owned railroad. In 1914 fifty-five nations had 
adopted the policy of government ownership. The affirmative's 
proposal is not, therefore, a mushroom growth; but it is the 
natural product of irresistible economic laws operating over 
a long period of time under widely divergent condition's. As 
the increase in the world's population and the multiplying 
complexities of society intensify the struggle for existence, 
government control of the great monopolies for the benefit 
of all the people is becoming more and more imperative. 
'l'he day has passed when five great railroad kings, impelled 
by selfish motives, can dictate the policies of 260,000 miles 
of railway, upon which the existence of 100,000,000 people 
depend. 

Driven by the abuses and inefficiency of private ownership, 
all the great nations of continental Europe had assumed con
trol of their railroads at the beginning of the war; and it is a 
significant fact than no nation which has once adopted the 
policy of government ownership has seen fit to return to pri
vate control. In every one of these countries the coming of 
government ownership was resisted by every power and in
fluence that could be mustered by the ingenuity of man. Every 
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form of regulation, from the mildest type to the most stringent 
that the opposition can propose, has been thoroughly tested 
and finally abandoned as futile. After the outbreak of the 
war necessity absolutely compelled the United States and Eng
land, the last two strongholds of private ownership, to take 
over the railways. And, by the way, it is interesting to know 
that at twelve o'clock on the very night that England declared 
war, gov~rume11t 'Operation was prorl11imed in the streets of 
London. The great issue before the American people, there
fore, is sim,ply this : Shall we follow the present policy of our 
government to its logical conclusion by acquiring title to the 
railroads, or shall we, regardless of the universal experience 
of the modern world, return to the archaic system of private 
control. At the end of our constructive argument we find the 
burden of proof weighing heavily upon the negative to prove 
that we should do what no other nation has ever done-return 
to private control after having once adopted the policy of 
government operation. 

We submit, therefore, that government owne:rship and con
tiued operation is thoroughly practicable, and second, that th~ 
tendencies of the modern world drive us to government owner
ship. Government operation was forced upon the American 
people by the break-down of private ownership, and public 
ownership, the natural outgrowth of government operation, 
the direct result of the inexorable laws of .progress, is inevitable. 

SECOND NEGATIVE 

BY JUDSON FRANCIS 

The weight of public opinion from the Atlantic to the Pacific 
and from the Gulf of Mexico to the Canadian border is against 
gevernment ownership of railroads. Why has public opinion 
crystallized against government ownership T Simply because 
it is unneccessary. We maintain that there is not a single 
objection to private ownership of railroads which cannot be met 
by strict regulation. 

My colleague bas pointed out to you that the proposed plan 
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of the affirmative is utterly undersirable, .first, because it con
flicts with American ideals; and secondly, because it is ineffi
cient. It shall be my purpose to prove first, that the affirmative 
plan of government ownership is unnecessary and secondly that 
our alternative plan is the best solution of the railroad problem. 

Government ownership of railroads is unneccessary, first, be
cause every conceivable objection to private ownership can be 
remedied through our alternative plan of strict regulation. The 
government has sufficient power to enact and enforce laws for 
the management of private industries. And it has this powei 
without government ownership. The government controls <Jur 
wholesale houses and food manufacturers and dealers. It con
trols our banking industry, insurance companies, and corpora
tions. This control is exercised without government ownership. 
<J.onsequei.tly, the assumption of the affirmative that a nation 
cannot regulate its railroads without owning them is nothing 
LilOre than sentimentalism. It is an absolute fallacy. 

Government ownership of railroads is unnecessary; secondly, 
because our railroad system, constructed by private enterprise, 
is today the best in the world. E. E. Clark, who has seen the 
longest service in the Interstate Commerce Commission, said 
after leaving Europe: "The American :rtailroads are unques
tionably the best in the world." With the lowest capitalization 
and the cheapest rates, we pay the highest wages. Does this 
bear out the contention of the affirmative that government 
ownership is necessary? Can you think of any system more 
satisfactory? Can you think of any system more efficient than 
this triple combination-low capitalizati<m, cheap rates, and 
high wages. 

Oh, but the gentlemen of the affirmative claim that govern
ment ownership was made necessary because of the inability of 
the private owners to cope with the war situation. I tell you, 
ladies and gentlemen, that the railroad crisis of 1917 is charg.~ 
able to governmental interference with the technical opera'tion 
of the railroads. In other words, from the Declaration 
of War until the railroads were officially taken over by 
the government we had in reality government, and not pri
vate, operation. At the time when the need of efficiency was 
greatest the hands of the private owners were tied. From 
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1908 to 1915 the annual increase in traffic was four per cent, 
while in two years from 1915 to 1917 traffic increased fifty per 
cent. And the private owners were meeting this marvelous in
crease in spite of the fact that the government decreased the 
number of cars for domestic use from 135,000 in 1916, to 120,000 
in 1917. Oonsequently, it is evident that the private owners 
were successfully meeting this unparalleled increase until the 
government interfered. Act after act was passed by the gov
ernment until finally all initiative and individual discretbn 
was swept from the private owners. The government went so 
far as to tell the private owners what kind of cars to use. The 
government forced them to ship certain materials and supplies 
before others. Why, right here in the State of Utah the govern
ment compelled the private owners to transport coal to the 
northwest prior to every other article. Government priority 
orders were responsible for the great famine in the East. These 
priority orders sidetracked the coal and compelled the :µrivat~ 
owners to ship car after car of steel. The government did not 
have enough ships to load general supplies so railroad cars w•ire 
made use of for warehouses along the Atlantic sea.board. 

Consequently I unhesitatingly say that the great tie-up of 
1917 cannot be plaiced at the door of private ownership. On the 
contrary, it is chargeable to the government, which by its inter
ference with the technical operation of the railroads, tied the 
hands of the private owners and wrecked the best railway system 
in the world. 

Since the proposed plan of the affirmative is as unnecessary 
as it is undesirable, the question naturally arises what does the 
negative propose? In view of the great railway system of the 
United States, which has been built up and brought to its 
present standard by private ownership, the negative could easily 
defend the pre-war system of private ownership as being pref
erable to the affirmative plan of goverment ownership. But 
we believe that our alternative plan is the best solution of the 
railroad question. As stated by my colleague, we advocate 
strict federal regulation, calling first, for the return of the 
railroads to the private owners; secondly, stong government 
control and lastly, constructive and cooperative government. 
legislation. Under our plan, we would, in order to avoid con
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flicting rules and jurisdictions abolish the State Commissions. 
We would place the management of the railroads in the hands 
of the Interstate Commerce Commission, giving that body control 
not only of the rates but also of the wages. We would go farther 
and give the Interstate Commerce Commission control over the 
issuing of securities by the railroads. But with this control over 
the rates, the wages, and the issuing of securities, the power 
of the Interstate Commerce Commission would end. In oth~r 
words, under our plan of strict regulation the government 
would have nothing to do with the technical operation of the 
railroads. This would be left in the hands of the private 
owners. We would do away with the Anti-Pooling laws, whieh 
encourage unneccessary competition among the :railroads. So, 
ladies and gentlemen, yoo can readily see that our plan of 
strict government regulation would embody the single virtue 
of government ownership that of centralization and unification. 

In addition, our plan would av·oid all the evils of government 
ownership. One of the main differences between government 
l'egulation and government ownership is that under government 
regalation public officials exercise merely the authority of super
vision and correction, while under the latter they administer 
the enterprise. The management of a railway system determines 
when it will be best to make extensions and improvements; 
selects and directs the officers; employs labor; fixes wages and 
working conditions. On account of the many duties which rest 
npon a government under government ownership, I say that the 
plan of the affirmative is an impossibility in a country the size of 
ours. Russia, with 50,000 miles of railroads, has the largest 
mileage of any country in the world except our own, and we 
have five times the railway mileage of Russia. The Prussian 
Hessian State Railroads, the largest railway system in the 
world under a single management, are valued at $3,000,000,000 
while the United States railroads are worth at least $18,000,
000,000 or six times as much. 

But one of the outstanding advantages of our plan over that 
of the affirmative is that under our proposition, the railroads 
would not be dependent upon Congressional legislation. Under 
government ownership, if Congressional legislation fails, the 
whole system cracks. Ladies and gentlemen, I wish to impress 
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upon you that this dependency upon Congressional legislation, 
pointed out by my colleague, is one of the striking evils of gov
ernment ownership. No longer is the argument of politics a 
mere theory in the question of government ownership. When 
Congress adjourned recently and failed to pass the $750,000,000 
appropria;tion bill for the railroads because of a Republican 
filibuster, that was ocular proof of the fact that politics will 
enter in Congressional legislation. And, by the way, it is well to 
remember that this enormous appropriation was made necessary 
because of the gross inefficiency of government operation. But 
the most significant thing about the failure of Oongress to pass 
this appropriation bill is that Director Hines has been forced to 
call upon private corporations to raise the money to support the 
railroads. And thus we see the theorists who advocate govern
ment ownershi, first condemn private corporations and then 
finally being compelled to go to these corporations to save the 
railroads of this great country. 

The position of the negative in this debate tonight is that 
government ownership orf ra.ilroads stands convicted. My col
league pointed out to you the absolute inefficiency of govern
ment operation right here in our own country, when under the 
most favorable conditions the government lost $250,000,000 
upon its railroads. My colleague proved further that govern
ment ownership is not in harmony with American ideals for the 
reason that it leads to parternalism and Bolshevism. I have 
shown to you that government ownership of railroads is un
necessary, first, because a nation need not own its railroads to 
effectively regulate them; secondly, because the railroads of 
America, constructed through private enterprise, are today 
the best in t1he world. The negative has unreservedly taken it.s 
stand for strict federal regulation, showing that it embodies 
the single virtue of government ownership, that of unifir>atlon. 
In addition, it avoids the inherent evils o.f government owner
ship, first, because it gives the private owners control over ·cbe 
technical operation of the roads, and, secondly, because it is 
not dependent upon the uncertainties of Congressional legisla
tion. 

In concluding the constructive argument of the negative, iet 
me revert to the first principle upon which the negative has 
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based its case, that government ownership of railroads is nothing 
ler.11 than a long advance toward a paternalistic state. It is 
significant that those countries in Europe which have the fullest 
share of government ownership have drifted farthest toward 
Bolshevism and anarchy. By refusing to turn our railroads 
over to the government, we shall do much to preserve the indi
vidualism of our country. In Germany and in Russia, ni:lre than 
in any other civilized nations, the state was exalted above the 
individual. Today we see Russia torn and bleeding and helpless, 
a victim of the lack of training in citizenship on the part of her 
people. The disappearance of the individualistic spirit in Ger
many seems to have cost that unhappy country its very soul. 
Let us beware the fate of Russia and of Germany. I tell you, 
ladies and gentlemen, that ''of any servile state, and the 
wretched and miserable creatures who compose it, it may be 
said with •absolute and complete truth, terrible as the indictment 
may seem, that the dead are with her, and her guests are in the 
depths of hell. " 
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