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PRINCIPLES OF RAILROAD 
TRANSPORTATION 

CHAPTER I 

INTRODUCTION—DEFINITION AND SCOPE OF TRANS- 
PORTATION 

Transportation defined, z. The technics of transportation, 2. The 
service, 2. The economics of transportation, 3. Transporta-
tion economics and the science of political economy, 3. Trans-
portation and the production of wealth, 4. Transportation and 
the use or consumption of wealth, 4. Relation of transportation 
to the exchange of wealth or commerce, 4. Relation of trans-
portation to the distribution of wealth, 5. Transportation and 
political science, 7. The scope of this volume, 9. 

TRANSPORTATION has to do with travel, traffic, and com-

munication; it is concerned with the movement of persons 
and things, and with the transmission of ideas. The term 
is applied both to the instruments by which movement is 
accomplished and to the service performed by those agen-
cies. The several instrumentalities—waterways, highways, 
railroads and the vehicles used upon them, the telegraph 
and telephone—are spoken of collectively as the transpor-
tation system. In the study of transportation attention may 
be directed either to the system or to the service. 

The system is the machine that performs the service, and 
a study of it is a technical one, covering the engineering 

1 



SCOPE OF TRANSPORTATION Q 	RAILROAD TRANSPORTATION 

problem connected with the construction, maintenance, and 
operation of the means or mechanism of transportation, and 
also including the business principles and methods prevail-
ing in the management of the several parts of the various 
organizations engaged in performing the transportation serv-
ice. The engineering side of the technics of transportation 
is studied in the civil and mechanical engineering schools, 
which give instruction in the principles and methods of 
building the structures and machinery pertaining to each of 
the several transportation agencies—instruction in improv-
ing rivers, building canals, highways, and railroads ; in de-
signing and constructing ships, engines, locomotives, and 
cars; and in the several branches of electrical engineering. 
The principles and methods of administration, or the busi-
ness technics, with the exception of such as may be included 
in the study of accounting and telegraphy, are as yet but 
little taught in American schools. They must be mastered 
in the school of experience. In this regard the educational 
facilities in the United States are somewhat inferior to 
those in some European countries. 

In studying the transportation service, only incidental 
regard need be given either to the agencies which perform 
the service or to the technics of the administration of those 
agencies. The purposes of the study are threefold: (I) To 
understand the nature and scope of the transportation serv-
ice both as a whole and with such detail as may be necessary 
to an intelligent consideration of each of the several branches 
of the service; (2) to analyze the relations of the com-
panies and individuals who perform the services- to the 
users of the service—the relations, actual and desirable, of 
the carriers and the public ; (3) to ascertain the degree 
and form of supervision or control that the Government 
should exercise over the relations of the carriers and the 
public. 

In contrast with the technics of transportation, the study 

of the service may be called the economics of transporta-
tion—the study which treats of the characteristics of the 
transportation service, the business relations of the carriers 
and the public, and the governmental supervision or con-
trol of transportation. This study comprises a part of each 
of two social sciences : economics or political economy and 
civics or political science. 

Political economy, or economics, is the science of busi-
ness affairs, or, as it is sometimes defined, the science which 
treats of the efforts of men to satisfy their wants. Among 
the manifold instrumentalities men have devised to assist 
them in the business activities which they carry on to create 
the wealth whereby their wants are satisfied, transportation 
agencies have come to be indispensable, and a study of the 
services performed by those agencies constitutes an impor-
tant part of the science of business affairs. The position 
of transportation economics in political economy can be 
specifically stated by explaining briefly the relation of the 
transportation service to the production, consumption, ex-
change, and distribution of wealth. 

Production consists in making matter more useful for 
purposes of consumption. It is the creation of utilities. To 
give matter the ability to satisfy wants, two things must be 
done: The commodities must be given the form or the 
qualities which the user desires them to possess, and the ar-
ticles must be taken to the user. The form and intrinsic 
qualities that make matter useful result from agriculture, 
manufacture, and the various industries by which things 
are grown and shaped. The transportation service puts 
commodities in the place where they can be used. An article 
that has been grown, mined, or manufactured has received 
only a part of the services by which it becomes useful. Only 
the intrinsic utilities of form or quality have been created; 
the usefulness which depends upon the location of the ar-
ticle—its place utilities—has yet to be given it. Place 
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utilities are created by the transportation services, which 
are thus a part of the general process of production. 

The relation of transportation to production may also be 
shown by considering the general effect which improvements 
in transportation services have had on the use or consump-
tion of wealth. Men produce commodities, because they 
want the commodities, because they wish to hoard up, or 
use—that is, "consume"—them ; accordingly, what men pro-
duce depends upon the kinds, number, and intensity of their 
wants. From this it follows that any force or influence 
that changes men's wants will also affect their productive 
activities. This truth is illustrated by the fact that the un-
civilized man will do but little work, because he wants 
but a few things. The only way to make him work is to 
create wants in him. 

The causes which modify the wants of men, and thus 
change what they produce and consume, are many, but 
nothing will do more to create new wants or more intense 
ones than a decrease in the cost and an increase in the 
quantity and variety of consumable commodities. The 
availability of commodities has been multiplied many times 
by improvements in transportation, and the effect of this 
upon human wants has unquestionably been great. Indeed, 
with our present facilities of transportation, there is prac-
tically no limit to the number of wants we can satisfy, and 
our rapidly increasing demands have spurred us on to an 
ever-widening range of production. 

Commerce consists in exchange of commodities between 
separated localities—it is the agency by means of which the 
consumer and producer are brought together. The process 
involves a sale and purchase of goods, their transmission 
from the seller to the buyer, and the settlement of business 
accounts. Transportation is one of the mechanisms through 
which this is accomplished. Among the other agencies of 
commerce are the stock exchanges, the bourses, the markets,  

the banks, the ttust companies, and insurance companies ; 
but of these several auxiliaries the transportation service 
is the least dispensable. With the growing subdivision and 
specialization in productive effort, with the continually in-
creasing tendency to locate industries where they can be 
carried on most economically, with the constant extension 
of the areas from which the materials of industry are drawn 
and over which the products are marketed, commerce, and 
particularly that part of commerce which is concerned 
with the movement of persons and things, becomes of ever 
greater consequence in all productive enterprises. The 
production of wealth has been greatly enhanced by the en-
largement of commerce, and the extension of commerce 
has been possible mainly because of the improvements that 
have been made in the agencies by which the various trans-
portation services are performed. 

The relation of transportation to the distribution of 
wealth is somewhat complex. Wealth is the creation or 
product of three factors: land or the resources of nature, 
capital, and human effort, physical and mental. Nature is 
the source of wealth, capital is the tool, and man is the 
agent by which the source is drawn upon. The income 
which men derive from the possession of natural agencies 
and resources is called rent, that secured from the owner-
ship of capital is termed interest, that obtained from effort 
is named wages. The income or rent received by the owner 
of "land" depends upon two things : the productivity or 
intrinsic characteristics of the land or natural resource, and 
its location. The rent which owners of agricultural land can 
command depends upon its fertility and its location with 
reference to markets; rents from mines and forests are de-
termined by productivity and location ; rents on building 
sites result mainly from location. As far as rent depends 
upon location, the determining factor is transportation, 
and every improvement or change in the facilities or costs of 
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transportation services must have an influence upon the total 
amount of "rent" received by the owners of natural agents 
and must readjust the distribution of that form of income 
among its recipients. 

The relation of the transportation service to the income 
from capital is twofold ; the total income from capital has 
been greatly increased by the modern transportation facili-
ties, but the rate of return has been lowered. Capital is so 
generally and extensively employed in production today, as 
the result of improved transportation, the use of machinery, 
and other well-known causes, that we have come to speak 
of modern productive processes as capitalistic in contrast 
with those of a hundred years ago, when most things were 
done by manual labor and when land and labor received 
nearly all of the income from production. But the accumu-
lation of wealth has been so rapid as to make capital abun-
dant and to cause the rate of interest to decline rather than 
rise. This fall in the rate of interest, however, has been 
slower than it would have been had not the opportunities 
for investment been greatly multiplied by the extension and 
improvement of the means of transportation. 

By wages, the income resulting from human effort, is 
popularly meant the money payment received by those who 
toil with hand or brain ; but in scientific discussion the word 
more frequently means the amount of useful commodities 
received by the workers. The "real" wages of a day's 
labor are the commodities which a day's labor will secure. 
Possibly transportation has had no more marked effect than 
that of increasing the quantity and variety of useful things 
which come within the range of the toiler's income. The 
luxuries of past generations have now become necessities, 
because of the reductions in the costs of production effected 
by improved transportation and other forces. Furthermore, 
as the laborer's real wages have increased, his efficiency has 
become greater and his impulses to effort have been strength- 

ened. To have is to want more, to strive harder. We 
call this raising the standard of living, the progress of 
civilization. 

As the result of cheap transportation, those who pro-
duce have multiplied their wants and their efforts ; and 
with the present highly developed transportation service 
to aid them, their efforts are far more productive than 
they would otherwise be. Human effort creates enor-
mously more wealth than was formerly possible. Whether, 
in the distribution of wealth among the classes who control 
or contribute to the forces of production, labor or human 
effort receives an adequate share of the total, is a question 
concerning which there are differences of opinion. The 
absolute income of labor is greater than it was when cruder-
processes of production prevailed, and that income con-
tinues to increase; but it is by no means certain that the 
forces controlling the distribution give labor an equitable 
share. 

The relation of the government, local, State, and Federal, 
to transportation is such an intimate one that a study of 
the transportation service necessarily involves a considera-
tion of some duties and activities of the State, subjects 
covered by the study of government or political science. 
Indeed, some branches of transportation, as the mail service, 
are everywhere carried on by the government. The city 
streets and most country roads are highways maintained at 
public expense; and the commercially important lakes, 
streams, and harbors are usually improved and maintained 
wholly or partially by the use of public funds. Canals are 
sometimes private enterprises, but more often are state 
works. Street railways, especially in Europe, are frequently 
owned by the cities, and sometimes are operated by them. In 
many countries the steam railroads are owned and managed 
by the government, and in all countries where private 
ownership prevails the railroad service is subject to govern- 

A 
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ment regulation. The telephone service has thus far usually 
been conducted by private companies. 

Whether performed by the government, or by companies, 
or by individuals, the transportation service is of a public 
nature. This is a well-established principle of law, the 
Supreme Court of the United States having held that 
"the business of a public carrier is of a public nature, and in 
performing it the carrier is also performing to a certain ex-
tent a function of government which requires him to per-
form the service upon equal terms to all." The principle 
applies as much to railroads built and operated by corpora-
tions as to other transportation agencies. 

Whether the use of a railroad is a private one depends in 
no measure upon the question who constructed it or who owns 
it. It has never been considered a matter of any importance 
that the road was built by the agency of a private corporation. 
No matter who is the agent, the function performed is that of 
the state. Though the ownership is private, the use is public.' 

The general basis of this principle is the vital dependence 
of the social organization upon transportation. A service 
must be of a public nature that is essential to orderly human 
relations, to all industrial activities, and the progress and 
welfare of society. The public nature of the transportation 
services of railroads and some other carriers is recognized 
by the state in the granting of franchises giving to such 
carriers the power to take possession of the private property 
they may need. To quote the language of the United States 
Supreme Court, 

The State would have no power to grant the right of appro- 
priation unless the use to which the land was to be put was a 
public one. Taking land for railroad purposes is a taking for 

'Olcott v. The Supervisors, r6 Wallace_ 695.  

a public purpose, and the fact that it is taken for a public 
purpose is the sole justification for taking it at all.* 

In studying the transportation service, then, we are 
dealing with one of the functions of government, and one 
of the important branches of political science. In consider-
ing this service the student is concerned with the government 
at work either performing the service directly or insuring its 
proper performance by persons and corporations receiving 
from the state their authority to act, and subject in their 
actions to the regulative control of the government. The 
problems of the government ownership, operation, and 
regulation of the agencies of transportation require the 
investigator to inquire into some most interesting questions 
regarding the functions of government and the proper scope 
of its activities. 

This volume is concerned with the transportation serv-
ice performed by steam railroads. It does not discuss the 
engineering and other technical questions of railroad con-
struction and operation, but describes the American railroad 
system, gives an account of the service performed by the 
different branches of the railroad organization, considers the 
business relations of the railroads and the public, and dis-
cusses the problems of government regulation. The book 
is a study in railway economics, and is intended to be an 
introduction to the general subject of railroad transporta-
tion, a volume that may profitably precede or accompany 
a more special study of a particular branch of the rail-
way service. 

a  United States v. Joint Traffic Association et at., 17i U. S., 5o5. 
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