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Preface 

THAT portion of these lectures which treats of 
the organization, the work and inter-relation of the 
different departments of a railroad company, is 
based in the main upon the writer's experience and 
observation while in the railroad service, supple-
mented by the information which officers of ac-
knowledged eminence in active administration 
have courteously and freely given. It is believed 
that a large part of this information finds acces-
sible expression for the first time. 

It is hoped that this volume will aid in giving 
an accurate conception of the underlying prin-
ciples of railroad practice to 

(a) Those whose votes elect legislators and 
ultimately control legislation; 

(b) Those in the railroad service who would 
gain a more extended view of its differ-
ent phases than is afforded by contact 
with their own immediate duties; 

(c) Young men whose studies include the 
transportation industry, many of whom 
may make it their vocation. 
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Preface 

While a number of excellent books treat ex-
haustively of one or more specific branches of 
railroad construction, operation or administration, 
or of the legal or economic aspects of the subject, 
there is not, so far as the writer knows, a publica-
tion which occupies the field in which this volume 
is offered. It is offered, however, not as a treatise 
but as a primer_ 

The contents of this book are constituted, with 
some modifications, of the lectures delivered by 
the author in the Course on Transportation at 
Johns Hopkins University in the Spring of 1906. 

MARYLAND CLUB, BALTIMORE, 

October, 1906  
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I 

THE TRANSPORTATION FUNCTION 

A FIRST precept of the old time mental 
philosophy was to study a thing, first, in relation 
to its surroundings; second, as a whole; third, 
the relation of the parts to the whole, and of the 
whole to the parts. 

Following that injunction of the school room, 
this lecture will be devoted to an examination of 
the relation that a railroad bears to its environ-
ment, and that the railroads as a whole bear to 
their environment as a whole. 

A railroad performs the function of transpor-
tation, the carrying of substances from one place 
to another. That is, a railroad does that which 
is done by all positive force: it generates motion, 
and motion means the passing of substance from 
one place to another. All progress is derived 
from motion. As the atoms unite in molecules 
there is motion; that is, there is transportation, 
with the result that the composition of substance 
takes on variety. As the nebulae whirled into 
spheres and the spheres into solar systems, the 

movement of substance was marked by cosmic 
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advance: the upheaval of the mountains and 
sweeping aside of the waters brought variety to the 
surface of the earth; the reaction of the sun's heat 
that brought the palpitation of organic matter 
and the falling of the rain drop that gives it 
nourishment, all exemplify motion, transportation 
caused by primary force. This progress of the 
cosmos, of the earth, of life, has been characterized 
throughout by the bringing together, and the pro-
gressively more intricate fusing of different kinds 
of substances. 

That that motion effected through human 
agency which we designate as transportation 
furthers and continues this progress is not diffi-
cult to perceive. The bringing of food, of clothing, 
of implements by canoe or trireme, by elephant 
or caravan, meant the placing at the disposal of 
the recipient that which supplied his elementary 
needs, leaving him a surplus of time and energy 
to do a greater variety of things, to multiply 
his ideas. Between the force which marshals the 
molecules and the planets and invests the organic 
tissue with life, and the force which fashions the 
canoe, impels the trireme and drives the horse, 
there has developed the human mind, In the 
history of its development nothing is more impres-
sive than the increasing degree to which it has  

utilized the forces that surround it, in the function 
of transportation, in the movement of merchan-
dise in greater variety and larger quantity over 
longer distances in shorter time. Thus increasing 
numbers of persons in increasing degree have 
been provided with the things which supply their 

material wants. As these wants have been sup-

plied with decreasing absorption of their energies, 
they have been enabled to extend the grasp of 
mind that leads to a fuller life. 

Through the application of steam as a motive 
power has increased in the last century, in 
greater degree than throughout all previous time, 
this volume and variety of things moved, this 
rapidity of movement, this lengthening of distances 
traversed. It is no longer the expensive articles 
of luxury that constitute the greater portion 
of commerce; but materials of all kinds, even the 
heavy, crude and unhewn, are brought together from 
the most widely separated localities and wrought 

into the greatest number of finished forms, which 
are distributed over the broadest territory to the 
greatest number of people. That is, the improve-
ment in and cheapening of transportation results in 
the increase of production. The case of transpor-
tation also facilitates emigration and immigration, 
which tend to distribute labor where it is needed, 
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and in perceptible measure to equalize the wages 
of the laborer. 

This has facilitated the localization of industry, 
the bringing together in a particular locality of 
the agencies of production best suited to that 
locality, and the distribution of the products there-
from to extending markets. Thus have been built 
up the great traffic currents of fruits and vegetables 
from Florida and Georgia on the one side and 
Arkansas and Missouri on the other; of semi-
tropical fruits from California and from the West 
Indies; of wheat, corn, oats and barley from the 
fields of the West to the markets of the East and 
Europe; of cotton from the South and of manu-
factures from the New England and upper 
Atantic States throughout the entire West and 
South; of furniture and implements from the 
Central States; of lumber from the far Northwest 
and the far South to supply the demands that 
can no longer be met by the denuded forests of 
the East. 

It is evident that with this localization of in-
dustry has grown an increasing dependence of the 
entire population upon transportation: there is not 
now the self-sufficing community of our fore-
fathers. That is, the transportation structure 
tends more and more to become not only an integral  

but a vital part of the social structure; the 

transportation function to be inseparably inter-
woven in that complexity of function by which 
civilization is manifest. In that all progress 
arises from motion this is necessarily true. This 
interweaving in the United States is shown by 
the following statistics of railroad development 
obtained from the reports of the Interstate 
Commerce Commission: 

YEAR MILEAGE 
RAILROAD 
EMPLOYES POPUL ATION 

1870 52,898 163,303 38,558,371 

1880 93,671 418,957 50,155,783 

1890 163,597 749,301 62,622,250 

1904 213,004 1,296,121 81,249,122 

That is, in 1870 there was one mile of railroad for 
every 729 persons; in 1880, one mile for every 535 
persons; in 1890, one mile for every 388 persons, 
while in 1904 there was one mile for every 380 
persons. In 1870 there was one railway employe 
for every 236 persons; in 1880, for every 111 
persons; in 1890, for every 84 persons, and in 1904 
there was one railway employe for every 66 
persons: that is, one railway employe for every 
12 adult males in the United States. 
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The development of the transportation func-
tion is not only working unceasing changes in the 
industrial mechanism, but is affecting all that 
pertains to war. The use of the railroads on a 
considerable scale in the war between the States 
made possible a rapidity of operations before un-
known. By the aid of the Siberian Railroad, Russia 
recently conducted a war four thousand miles from 
the centre of population and base of supplies, an 
achievement to which under the conditions of their 
day neither a Hannibal nor a Napoleon would have 
been equal. In the designs of its stations the most 
militant nation of Europe gives the first considera-
tion to the facility for the massing and the move-
ment of troops, 

That the railroads may contribute, as they do, 
to supplying the needs of the entire people, it goes 
without saying that they must make tremendous 
drafts upon the energies of the people; that is 
that they must utilize a vast proportion of the 
products of that energy. There is no occasion for 
surprise therefore that the railroads of this country 
are the largest users of steel and the greatest 
consumers of coal: the requisitions they make upon 
other industries, from those that shape the products 
of the forests, to the printing houses, make them 
the largest patrons of the mills and factories. The  

nation, the states, and the municipalities, counties 
and townships throughout this country, derive taxes 
in greater amount from the railroads than from 
any other one industry. Next to the bonds of the 
various governmental bodies their securities afford 
the most desirable investments in the United 
States; they constitute a great proportion of the 
resources of life and fire insurance companies, and 
are largely represented in the assets of educational 

institutions. 

An indication of the extent to which the rail-

roads contribute to and draw upon the energies 

of the country is given by these figures: 

TEAR 
Olio 4S 

EARN EN GE 
OPHRA TING 
EXPENSE 

TAXES 
INTEREST AND 

DIVIDENDS 

1880 5815,401,931 S350,208 ,495 $184,981,739 

1890 1,178,844,898 892.093,971 $31,207,479 308,571,315 

1904 2,024,555,061 1,338,896,253 61,696,354 485,872,674 

That is, in 1880 for every dollar received by the 
railroads they paid out 58 cents for wages and 

merchandise; in 1890, 59 cents and in 1904, 65 
cents. In 1890 for every dollar that they received 

the railroads paid out 02.64 cents in taxes and in 

1904, 03.04 cents in taxes. 

From 1880 to 1903 the passenger mileage per 

capita increased from 114 to 260, the ton mileage 
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per capita from 645 to 2155. There is hardly a 

commodity and not a day's labor of any kind that 

will not purchase more transportation now than 

then. It will be perceived from this that the rail-

roads contribute in constantly increasing degree to 

the energies of civilization, while making a con-

stantly decreasing drain upon those energies per 

unit of service rendered to civilization. 

It will also be perceived from a survey of the 

field of transportation as a whole, that in the 

United States the performance by the railroads of 

this function, reduces to a negligible proportion 

the amount of transportation effected through all 

other agencies. Horses and wagons, upon which 

the entire burden of land transportation once 

rested, are now used only to a local and limited 

extent. When it is reflected what an Alexander 

and a Caesar accomplished with such rude agencies 

as these, one is appalled at the thought of 
what an instrument a railroad system would be to 
further an imperial ambition to-day. We under-

stand how an island like Great Britain penetrated 

by estuaries and with no long land-routes, 

could have attained by the aid of sailing vessels 

a considerable industrial and commercial de-

velopment before steam was known. We 
appreciate how the tradition of the water-ways 

has impaired the development alike of the railroads 
and of commerce in France and Germany, where 
heavy commodities are still carried by river and 
by a netted canal system. But in the United 

States we see the railroads carrying the heaviest 
and bulkiest of commodities, in thousands upon 

thousands of cars, having a capacity of fifty 
tons or over, while but two or three hundred in 
the German Empire will carry more than fifteen 

tons, we see this heavy freight moving by rail 

almost to the exclusion of marine transportation, 

except on the ocean, the Great Lakes and the very 
largest rivers. 

The care of the water-ways has however ever 
been a governmental function. In the days of 
triremes and caravels, harbors had to be maintained 
by the aid of the government or not at all, and hence 
that custom in pursuance of which the govern-

ment, wisely no doubt, still maintains harbors and 

signal lights, dredges channels and builds locks. 
Of these expenditures on their roadbed and for 
maintaining their right of way, vessel owners do 
not have to take account: they do not enter into 
their balance sheets. This traditional fatherly care 
of the water-ways .has led to queer excesses. 
Everybody knows what the river and harbor bill is, 

and what it stands for at Washington. An extreme 
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example was brought to light by a landscape 
photographer, who in searching for new subjects 
for views, once went down to Alabama to take 
some photographs of a river on which an enormous 
appropriation had been made for the improve-
ment of navigation. He found a brackish stream 
running through a morass. A nearby resident said 
that if the government would pay to him the 
amount appropriated for improving the river, he 
would agree out of the appropriation to build a 
railroad the entire length of the river, equip it to 
haul all the freight that would be offered to it, 
buy all the freight, and put the remainder out 
at ordinary interest, which would yield enough 
to operate the railroad, pay for carrying all the 
freight, and leave him a handsome income 
besides. The influence of the coastwise steamers, 
of those on the Great Lakes and the great 
rivers, has however a very important effect upon 
the movement of traffic, and the revenue which 
the railroads derive therefrom. 

Suppose we now consider what is meant when 
we say " a railroad." The term obviously desig-
nates a roadbed of rail in contradistinction to a 
turnpike, and the fact that the road is laid with 
rails was the only distinction that was originally 
intended between it and the turnpike; those who  

used the railroad were to own their own vehicles 
and pay toll for the use of the road, just as toil 
was paid for the use of the turnpike by those who 
drove wagons over it. It was at first not known 
what would be the motive power of the railroad: 
the main point was that because of the decreased 
friction by the running of wheels on rails, greater 
burdens could be hauled with less effort. Some-
where is an old print of a scene at the Baltimore 
Chamber of Commerce, one evening in the twenties: 
there is shown a small car with rollers placed on 
rails, and a cord runs from the car over a pulley 
in the ceiling: a venerable citizen is in the car in a 
gale of glee at the perception that it moves at 
only a touch upon the cord when it is standing on 
the rails, whereas it required considerable effort to 
move the car and its passenger by a direct pull 

upon the floor. Even after the rails of the Balti-
more and Ohio Railroad were laid from Baltimore 
to Ellicott's Mills, it was undecided whether to use 
horses as the motive power or sails, with which 
experiments were actually made. 

But it was soon learned both in England and 
the United States, that vehicles appropriate for the 
rails and the steam engine had to be of peculiar 
construction, their size and expense making it 
impracticable for the casual shipper to own either 
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cars or coaches: this tended to concentrate their 

ownership in the railroad companies and this with 

certain exceptions is the custom now. 

Therefore a railroad, even in a restricted sense, 

embraces not only the road, but the equipment 

and the necessary stations for both freight and 

passengers are clearly included. But we also mean 

much more. 

In accordance with that fundamental law, 

under which the extension of function brings an 

increase in the size and complexity of structure, 

a railroad company usually finds it necessary to 

maintain its own telegraph lines, its own repair 

and often its own construction shops, its own 

elevators, its own docks, tugs and ferries, to say 

nothing of its own steamboats. A large railroad 

company may own forests for its tie supply, 

impound water in lakes to feed the boilers of its 

locomotives, and operate coal mines to supply 

their fire boxes. 

Therefore when we speak of a railroad, we 

ordinarily mean to designate not only the rails and 

rolling stock and stations, but an elaborate and 

ramifying structural entirety necessary to and 

coordinated in a series of functions that are centered 

upon the performance of the function of trans-

portation: and the entity known as a railroad  

company embraces an organization that in its 

working and administration comes in contact with 

every phase of human activity. 

For in the laying out of a railroad are required 

the services of civil engineers; in its construction, 

architects and contractors, bridge builders, 

carpenters and masons; in its maintenance, civil, 

mechanical, marine and electrical engineers; in its 

operation, masters in the detail of transportation and 

handling of men; in the conduct of its traffic, men 

who must know products of whatever kind, their 

markets and the currents thereto; men who must 

know the peculiarities of those who travel, and the 

details of all passenger routes. All of this necessitates 

in administration a complicated and delicately 

adjusted accounting department; a treasury 

department in touch with all that pertains to 

finance and the money market; a legal department 

to look after the matters that come or are likely 

to come to the courts, the adjustment of taxes, the 

conformity of the corporate organization to the 

requirements of the law, to supervise the form of and 

often to negotiate contracts; and there mast be 

above all a man of wide general information, keen 

and sane, to keep continual guard over the affairs 

of the company, to watch the tides of industry, 

commerce, politics and finance, and the currents 
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and eddies of public opinion, in order that the 
relation of the company as a whole may be kept 
as nearly as possible in equilibrium with the ever 
dynamic social structure throughout every cell of 
which its bloodbearing vessels go. This likening 
of the railway system to the circulating system of 
the body is no idle metaphor. The tissues that are 
the very warp and woof of the body owe their 
existence to the channels through which flow the 
blood currents that bring nutrition and carry away 
waste: the men and the women that are the cells 
of which the tissue of society is formed could not 
exist, were there not brought to them the nutrition 
for mind and body, that under the conditions of to-
day, flows through the arteries that we designate as 
the railways. 

In the discussion of the relation that a railroad 
bears to its environment, we have necessarily given 
some attention to what a railroad is as a whole. 
In the enumeration of that which we mean to 
designate when we say a railroad, and of that which 
is embraced by the entity known as a railroad 
company, we have approached to a comprehension 
of what constitute its parts. We may be helped, 
however, in our further consideration, by coming to 
an understanding of how a modern railroad has come 
to be what it is, that is by reviewing the steps and  

processes of its evolution. To this end, there can 
be nothing better than to trace the history of that 
railroad, which was really the first deserving the 
name to be begun in this country, which almost 
alone of the great railroad companies of the United 
States, has preserved unchanged its corporate title, 
which in its record exemplifies all that is worst and 
all that is best in railroad administration, which in 
its changing fortunes has been indissolubly linked 
with the history of the nation, of this city and of 
this university. 

On February 12, 1827, a number of citizens of 
Baltimore met to devise some means of transpor-
tation that would enable the city to regain its 
trade with the West, that was being diverted to 
New York and Philadelphia, and finding its way 
in larger measure for export through New Orleans. 
The result was an application to the legislature of 
Maryland for an act incorporating a joint stock 
company to be styled the Baltimore and Ohio Rail-
road Company, the capital stock to be five million 
dollars, subject to increase. The rules and regula-
tions adopted in 1829 1. rovided for and defined the 
duties of a president, chief engineer, superintendent 
of graduation and masonry, superintendent of con-
struction, architect and superintendent of depots, 
an auditor of accounts and superintendent of trans- 
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portation, a treasurer and a superintendent of 
machinery. A road was decided upon from Balti-
more along the valley of the Patapsco, thence to 
the Point of Rocks near Harpers Ferry, and along 
the Potomac to Cumberland: ground was broken 
on the Fourth of July, 1828, by Charles Carroll, of 
Carrollton, in the presence of a large assemblage. 
It was estimated that the first stretch to Ellicott's 
Mills would cost seventeen thousand dollars per 
mile, which included the use of oak rails in the out-
lying regions, iron rails not being obtainable for less 
than ninety dollars per ton. It was soon found 
that contractors were inefficient, and that insubor-
dination sometimes arose from over indulgence 
in ardent spirits by the workmen. By 1830, the 
invention of a combined cylindrical and conical wheel 
facilitating the turning of curves, removed all doubt 
of the availability of the steam engine. The chief 
engineer urged the use of springs on cars, especially 
if the motion be rapid and stated that the first 
track was wooden string pieces on stone blocks, 
surmounted with an iron rail, all laid lengthwise, but 
that on the higher embankments, it had been found 
advisable to support the string pieces by timbers 
laid crosswise. He stated that a speed of ten mites 
an hour could be made with horses, but describes 
a locomotive constructed by Peter Cooper, having 

a single working cylinder of three and one half 
inches in diameter, placed on wheels thirty inches 
in diameter, which went to Ellicott's Mills at a 
speed varying from five to eighteen miles per hour. 
By 1831, it was found that the cost of the road 
had averaged twenty-seven thousand dollars per 
mile, and the trickery of a contractor, who incited 
the prejudices and passions of the credulous labor-
ing men against the company, had brought on a 
labor riot costing some six thousand dollars. At 
this time the locomotive had attained the stage of 
doing the work of forty -two horses and twelve men. 
It had been discovered that the products of the 
interior that would have "fallen and rotted where 
they stood" had been transported to the seaboard 
and marketed with a profit; likewise products of 
the seaboard, some of little value, that would not 
have been transported under former conditions, 
had been taken to the interior—thus "the profits 
of the road had been increased from sources that 
were not thought of." By 1833 the company 
decided to build a line to Washington, and to build 
and repair its own locomotives, erecting suitable 
buildings for that purpose. In 1834 it was 
announced that the granite viaduct over thePatapsco 
with eight arches of fifty -eight feet span, would be 
the largest structure of the kind in the United 
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States; that four locomotives were in service and 

ten under way ; that it had been decided to employ 

an eight-wheel passenger car, invented by Ross 

Winans; that there were in service thirty-four 

passenger, and one thousand hurthen cars—this 

was the designation of freight cars for many years. 

At this time the charge for freight was six cents per 

ton per mile westward, and four cents eastward. 

Almost from the opening the road had paid divi-

dends, but heavy and unexpected expenditures for 

regrading and rebuilding, caused the dividend to 

be passed in 1833: in 1835, the remunerative traffic 

that came to the Washington Branch immediately 

upon its completion, allowed the resumption of 

dividends, after the charging off of seventy-five 

thousand dollars for deterioration. In 1836, it was 

determined to extend the road to Pittsburgh and 

Wheeling, the State of Maryland and the City of 

Baltimore each subscribing three million dollars 

for that purpose. The operation of the construc-

tion and repair shops was turned over to Ross 

Winans. It had been found necessary to renew the 

wooden string pieces with heavy iron rails, and the 

Board was obliged to make an assessment of five 

dollars per share on the stock. It was stated that 

the B. & O. had not proved profitable as had other 

railroads, because it had not been completed 

through to the West, and because its tariffs were 

tower. In 1837 further instalments of capital were 

called for, and the general feeling of the com-

munity is indicated by the appointment of a 

committee of five, to investigate the affairs of the 

company. In 1838 the company took over the 

shops, and resumed the construction and repair of 

locomotives. In 1839, to meet its subscription of 

three million dollars, the City of Baltimore issued 

a special stock, for which, however, no buyers could 

be found, but against which orders were finally 

issued, which the citizens of Baltimore were urged 

to receive in payment for indebtedness of the com-

pany. To meet the subscription of the State, 

bonds were issued which were placed with Barinl 

Brothers and Company of London for sale. One 

result of the investigation of the committee of five, 

was the reorganization of the administration of the 

company, in accordance with a plan formulated 

after an investigation of the working organizations 

of the railroads in New England. Instead of the 

numerous officers immediately concerned in con-

struction, as provided for in the original organi-

zation of 1829, this new plan provided for a master 

of transportation, a master of the road and a master 

of machinery, thereby approximating closely to the 

subdivision of what is known as the operating 
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department of to-day. The traffic department and 
the accounting department, however, had not only 
not evolved, but were hardly in embryo, the 
supplying of tickets, publishing of rates and returns 
for freight, being divided in a peculiar way 
between a secretary and treasurer. The secretary, 
for example, used to go down to the Baltimore 
station every day, with a tin box containing tickets: 
in the evening he would go down again, carry back 
to his office the tin box containing the unsold 
tickets, and the money for those that had been dis-
posed of. 

The connection with Baring Brothers, estab-
lished by the sale of the State bonds, led in 1850 to 
another of a long series of steps in European 
financing. As a fund for rails for the Wheeling 
extension, bonds were issued and placed with 
Baring Brothers and Company. In 1851, steps 
were taken toward an extension to a connection 
with Cincinnati. In 1854 a convention of the New 
York and Erie, Central New York, Pennsylvania, 
Hudson River, and Philadelphia and Wilmington 
roads was held in New York, for the purpose of 
producing uniformity in the classification of their 
respective tariffs and advancing the rates: the 
subject of free passes was discussed, and it was 
agreed that all such be abolished. 

For the next several years the operating 

expenses of the company were very high. The 

extensions toward the Ohio River were a constant 

drain ; its traffic had relatively fallen off, and 

finally the panic of 1857 severely hampered its 

activities. In 1858, John W. Garrett, the son of 

a Baltimore banker, who was largely interested in 

the road, was elected to the presidency. The 

working expenses were decreased in one year from 

sixty-five per cent of the gross receipts to forty-six 

per cent, and then to forty-one per cent, a result 

so marvelous, that it attracted attention through-

out both Europe and the United States, and Mr. 

Garrett was pronounced the most efficient railroad 

administrator then alive. Thereby hangs a 

gradually unfolding tale. Mr. Garrett also 

inaugurated a policy of expansion: liberal outlays 

were made for improving the property, for 

completing the long delayed connection to Pitts-

burgh, to assist in the establishment of a line of 

steamships between Baltimore and the ports of 

Europe. This policy was interrupted for the four 

years beginning with 1861, when the road was 

Iepeatedly destroyed and as repeatedly rebuilt, as it 

passed into the possession of the Confederate or the 

Federal troops; and the difficulty of restoration and 
operation during the year after the war was 
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enhanced by extraordinary freshets. With the 
resumption of commerce, the policy of expansion 
was resumed. The road and its connections were 
extended to Cincinnati, Sandusky, St. Louis, 
Pittsburgh and Chicago. Steamboats were 
purchased, docks and grain elevators constructed, 
hotels were built as mountain summer resorts, 
interest was taken in a dry dock at Baltimore, and a 
stock yards company organized. The expenditures 
for these various purposes were carried in the surplus 
fund, the magnitude of which was heralded to the 
European investors, who were always ready to 
take new issues of securities. There were repeated 
loans for millions of dollars. The company also 
established and operated its own express company, 
telegraph company and sleeping car company. 

The falling off of traffic, and intensity of com-
petition between the trunk lines, that followed the 
panic of 1873, again injuriously affected the 
revenue of the railroad, but its reports continued 
to show large additions to the surplus. When it was 
desired to obtain additional funds, bonds were 
always issued instead of the capital stock being 
increased. Interest on bonds has always to be met, 
whereas dividends on stock can be passed. It was 
announced, however, that the retention of the stock 
capitalization at less than fifteen million dollars  

was an evidence of conservatism, as the contin-
uance of semi-annual dividends of five per cent 
was thereby permitted. It is widely known that 
over eight million dollars of this capitalization was 
held by interests which would have lost control of 
the proper'v, had there been issues of new capital 
stock instead of bonds. 

Upon the death of John W. Garrett in 1884, 
he was succeeded in the presidency by his son, 
Robert Garrett, who continued the policy of 
expansion. Not until this year did the Baltimore 
and Ohio Railroad have a General Manager, one 
man directly responsible for the operation of the road, 
the maintenance of way and of the machinery. 
The company was the first in the United States 
to establish a relief department, through which 
contributions both by the company and employes 
provided a fund for the payment of accident 
and death benefits, and subsequently for pensions 
to the superannuated; this department also serving 
the purpose of a building and loan association. 

The heavy expenditures incurred under the 
new regime, especially in extending the line from 
Baltimore to Philadelphia, and the attempts to 
gain an entrance into New York, necessitated the 
raising of additional funds in vast amounts. It 
occurred at last to the European investors that it 
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might be well to make an investigation of the com-

pany's boasted surplus, before making further 

advances. It was then ascertained that throughout 

the administration of John W. Garrett, expendi-

tures that should have been charged directly to the 

operation, and deducted from the net income—

thereby making the percentage of operating ex-

penses much higher than the reports had shown—

had regularly year by year, been charged to the 

capital account and included in the surplus; that 

there was nothing to show for them but the figures 

in the books. It was ascertained that in the record 

of the assets of the company were included millions 

of dollars, that had been advanced for the construc-

tion of branch and subsidiary lines, largely spent 

in ways that could never yield a return, and there-

fore should have been charged up as a loss, instead 

of to the surplus. It was ascertained that in the 

record of the assets had been carried locomotives, 

cars and other property, that in large part had 

been destroyed or disabled and never replaced; that 

docks, warehouses and other structures had been 

carried on the books at their full valuation, 

although they had deteriorated from year to year. 

What then happened is within the memory of men 

still young. The stock of the company that for a 

generation had been considered one of the safest of 

investments, fell to almost nothing. The telegraph 

company was disposed of to the Western Union; 

in quick succession the B. & 0. Express went 
into the hands of the United States Express 

Company, and the sleeping car company into the 

hands of the Pullman Palace Car Company. 

In 1888 there came to the presidency Mr. 

Samuel Spencer, who made an effort to reduce the 

valuation of the company's property, as carried on 

its books. Although the cut that he made was 

not nearly so drastic as the circumstances really 

demanded, it was more than the owners of the 

property were willing to accept. Had the accuracy 

of Mr. Spencer's position been frankly recognized, 

and taken as a basis of action, the next decade of 

the Baltimore and Ohio Railroad might have been of 

steady recuperation instead of deepening disaster. 

But wounded in pride and pocket, the stockholders 

continued in that self-deception, which in another 

half dozen years allowed the ravages of the weather 

to wear the paint off the passenger cars, so that 

the very name of the road was unrecognizable; 

which brought the service to such a pass, that often 

a train could not be sent out from Camden Station, 

until another had arrived, that the lamps and 

drinking glasses might be obtained from it ; and 

finally it was proposed in all seriousness, to the 


