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LOCAL GOVERNMENT PLANNING OF INTERNAL
IMPROVEMENTS

HE réle of local government deserves particular scrutiny

in the analysis of American internal improvements. In

the extraordinary combinations of private and public ef-
fort that gave to the United States its network of canals and
railroads, the activities of hundreds of cities, towns, townships,
parishes and counties took their place alongside those of the
federal and state governments. These municipal and county
decisions were often obscure, and their records are fragmentary
and scattered. It is not commonly realized how frequently
and over how long a period the projectors of internal improve-
ments turned to local governments for assistance and support.
During the first half-century of American railroad building
there was hardly a state in which local aid was not at some time
employed, and in many cases its use remained common prac-
tice after the policies of federal and state participation had
been abandoned.

The purpose of this essay * is to examine these local govern-
ment activities and to compare them with those of the federal
and state authorities with respect to the character of the public
planning involved. It is concerned with the question of the

1 This 15 one of 3 series of srudies prepared under the anspices of the Cooncil for
Fesearch in the Social Sciences of Columbia University. Previous articles in the
Potiricar Scremce QuarTERLY examined federal policy in the early period and a
case of state activity: " The MNational Planning of Intermal Improvements ™, vol.
XLIII, No. 1 (March 1948), pp. 17-44; ™ The Virginia System of Mixed Enter-
prise: A Study of Scare Planning of Internal Improvements™, vol. LXIV, No. 3
(Sepr. 194%), pp. 355-387. Other arrvicles prepared under the same granr are:
* Public Spirit and American Improvements ", Procesdings of the American Philo-
sophicsl Society, vol. 92, No. 4 (Oct, 27, 1948), pp. 305-309; " The Revulsion
Against laternal Improvements ™, Journal of Ecomomic History, vol. 10, No. 2
(Nov. 1950), pp. 145-169. These two latter will be cited as “ Public Spirit " and
* Revolsion ** respectively.

The author hus proficed by the assistance of Mrs. Vivian Carlip who has done
much of the research and prepared che tables in this and the preceding article,

Acknowledgments should also be made to the Law Library of Columbia Univer-
sity, the Indiana State Library, the Princeton University Library, and che Engineer-

ing Societies Library of New York.
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extent to which the purposes and the nature of government
participation in internal improvements remained the same as
it became a matter more largely of local than of state or na-
tional decision. It will therefore pay particular attention to
the grounds on which local aid was advocated, to the.cundi-
tions under which it was authorized, to the relationships be-
tween the public authorities and the railroad companies, and
to the extent to which the local governments exercised and
retained initiative with respect to the enterprises to which

they gave their support.
The Legislative Basis

A first indication of the extent of resort to municipal and
county aid, and some insight into the philosophy underlying
it, may be obrained from an examination of the legislation on
which it was based. Table I gives a summary view of the num-
ber and timing of state laws, in the years from 1830 through
1889, which authorized local governments to extend aid to
railroads. Some of the laws were of general application stating
the conditions under which any county or municipality, or any
authority of a specified type, could aid any railroad. A much
larger number were special laws or charter provisions limited
either to a specified road or roads, to a specified community or
communities, or to both.

What the Table makes conspicuous is the extraordinary
amount of legislative activity and its wide dispersion across
the country. Nearly 2,200 special laws were enacted during
the sixty-year period. In addition the great majority of states
adopted general laws. Of all the thirty-eight states that be-
c¢ame members of the Union before 1890, only two—Colorado
and Oregon—appear to have had no legislation authorizing
local government aid. Even these exceptions, moreover, are
more apparent than real. There were instances of the guaran-
tee of railroad bonds in Oregon, and Colorado had had local
aid under territorial legislation before it entered the Union in
1876 with a constitutional provision against it.” Even New

2 [,
American Railrosd Journal (hereafrer cized as ARJ), vol 41 (1868), pp. 603,
F13; Colorado Reviged Statutes, 1868, p. 134,

——
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Jersey, often thought of as the state most completely opposed
to public participation in internal improvements, provides two
instances of special laws authorizing local aid. During this
period, no state in the Union stood completely outside the
movement for local government aid to railroad construction.
A second point of interest is the timing of the legislation.
The period of greatest activity fell between the end of the
Civil War and the panic of 1873. Well over a third of the
special laws and about half of the general laws cited were con-
centrated in these few years. On the other hand, it is no less
significant to note the length of the period during which
American state legislators continued to resort to this method
of encouragement to railroad construction. Special laws began
almost with the beginning of railroads, but the first of the
general laws and the great bulk of the legislation were not
adopted until after the " revulsion ™ of the forties had followed
the first enthusiastic wave of state expenditure for internal im-
provements. Sometimes, indeed, the authorization of local aid
was the direct sequel to the adoption of constitutional pro-
visions forbidding the extension of aid by state governments.
In turn measures of local aid were themselves in a2 number of
cases ended by constitutional provision.® Yet the Table shows
that a large number of special laws were still being adopted in
the eighties and that in 1890 general laws were still in effect in
fifteen states. New measures authorizing local aid continued
to be enacted in the nineties and even in the present century.
Table II outlines some of the more significant provisions of
the general aid laws. Many laws limited the form which aid
might take to one or more of the following types: subscription
to stock, purchase of railroad bonds, * the loan of credit ™, the
guarantee of principal or interest, or the outright donation.
On one occasion the Massachusetts legislators took pains to
make it clear that the town should be free to take part in the
organization of a railroad corpoeration.®
active aid programs, the laws provided that the local authority

In several states wich

3 Goodrich, " Revulion™, pp. 150-151 and table on pp. 155-161. Sec also
Table IL

4 Mass., 1874, ch. 251, p. 167,




TABLE 1
StaTe Laws Avrmosizivg Locan Am to Raeoans, 1830-1389

—

(reneral Lawsin Foree

Number of Special Laws

Region and State Affecting: * — — --
Connting Municipalitics 1530s 1840a 1850  1860-65 1866-73 1874-79 1880s 1530-1889
New England
Maine ...... < R 1867—. ... . 2 11 7 43 ! 5 i
New Hampshire ...  ..... 18641867 ] = : 1 1 3
Lt R e 1872~. ... . ki 3 41 & b 25
Massachuzetta ....  ..... 1870-...." : 3 14 46 3 66
Demmestint .. .. e msaess 2 2 e 6 s e 8
Hhode Island .....  ..... : 2 1 2 2 1 3 15
Mrddle Atlantic
New York ... ..... 1869-15874 4 1 30 a o4 3 x 137
Now deraey. S ocn noamEl TG s i o 2 - - 2
N 4 34 . 2 5 38
South Atlentic
Bellaware: - ioiiie iaie <xe X = 1 2 ! 3
Maryland ........ Rt R e 6 1 5 3 26 B T o6
West Virginia ..... 1883-.. IRt e D 1 29 e : 30
ViEginia ... . ..., 1848 . 1867—~...."° 12 10 B i) 4 41 3 7 203
North Carolina ... 1868-....  ..... e 19 8 54 32 74 187
Bouth Csroline ....  ..... ... 1 3 2 6 20 62 04
& e et e ) 3 1 4
Fhoridw. ..o 18551875 18551875 i 2 i 7
East North Central .
Wisconsin ........ 1872- o Do R et L 1 78 25 59 : 3 196
W R T e R 0 e 1868-15872 * 2 24 4 : s 30
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East North Central E
{continued) :
BENOEE oo 18491870 18401870 2 3 Bl 14 146 i o 726 o
Indiana .......... 18001875 1867—.... % 13 23 O 1 46
1 e R R 8 a6 7 5" 6" 53" 178 o
East Soutk Ceniral P}
o e N e 1 3 i 1 1 i 11 e
Tennesser ........ RS2~ 1852 . 2 2 23 2 24 - 53 =
Mississippi .....- 1850-1854' ..... 2 7] 7 47 3 57 137 =
137218801 187218501 g.._:
Alsbama . .......- 186818756 18681875 3 3 =
West North Central g
Nebrasks ......... 1060 SRR L B e L 5 5 =
Hanans ... .ivonses 1865-1874 " PREE TR i e e 2 L 2 1 5 =
18a6—. ... 1R76—. ... 1" E
Minnesota .. .._... 1BTT=. ... e e e o pcasa s o 2 53 52 M 33 156 =
e e P A AT R TR 18681872 .. ..... 3 1 4 '-':"
1876—. ... =z
Missourt ......... : 1853-1875 18531875 " 9 o i) 20 2 111 &
West South Central =
Arksnsss ......... 1855-1874° 4 2 1 i =
18731874 1873-1874 =
TFEERE. < oasvaiesnins 1871-15874 IRZEASTE s nidees A 10 2 & 1 e 21 =
roniesana . o..uesas 1852—. ... 1852—. ... 3 I 1 4 9 =
Mountain, Pecific 3
MNevada ...oveeven I T - T 1 1 9 =
e e L S B T e e e o 0
N vt S e g 0
Californaa . ....... IBFO=I8T2YE- iaaas BT e e S 2 2 4
e : L ezl S ‘n
ol s macprll B S 54 a7 519 158 220 169 374 2106 :_




TABLE I—{(Continued)
State Laws Avrmorrzing Locan A 1o Barihoaps, 1830-1883

Sources. The principal source consulted was the almost complete colleetion of the session laws of the several states in the

Columbia Law Library. Some reference was made to law codes, but these usually omit special lawa and skip periods when general
laws may have been in effect or altered.

Regions follow the Census classification, omitting states which were not admitted before 18%). Continuous dots represent
periods previous to statehood. Territorial laws were not examined.

Time Pertods. There was, of course, very little railroad legislation before 1830, but limited research resources—not & lack of
loeal sid legisiation—stopped the work at 1880, Arrangement by decades was modified to preserve the identity of the Civil War
period and the important railroad era between tha close of the war and the panie of 1873.

Genergl Lows are defined as those permitting any local government of the specified type to aid any railroad, with or without

the condition that the railroad must go to, through, near, or must * benefit ” the locality. These laws frequenily designate the type
or amount of aid also—see Table II.

Special Laws are those which permit one or more local governments to aid one or more railroads, naming either the railroad(s),

or the local political unit(a), or both. Each law is eounted only once no matter how many governments or railroads are inchuded.
They differ widely 1n scope, but no satisfactory weighting procedure could be devised.

The “ special laws " include railroad charters, charters of municipal corporations, county tax authorizations, and laws with other
titles which included provisions permitting aid to milroads and other interpal improvements. A law increasing the amount of aid
suthorized is counted as a separate law, but laws extending the time within which aid may be given or otherwise changing the
terms of mid—except where it is extended to more railrosds or governments—are not counted, nor are exemptions from local taxes

or grants or rights of way when there is no indication that the local government may purchase property for such grants. The com-
plexity of some of the legislation and the wealth of local laws make it likely that this count is not complete.

In some cases, as in Indiana, passage of a general law put a stop to the adoption of special aid legislation. In the majority

of states, special laws continued to be adopted while general laws were on the books, sometimes modifying their terms but some-
timnes appearing merely to repeat them.

It should also be noted that permissive legislation does not necessarily mean that aid was actually given. On the olher hand,
absence of legislation does not alwaya indicate absence of local aid, This is most marked in the early period, before the courts
generally prohibited local aid without state authorization, snd during Reconstruction, but see also foonote (p) below.
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* Louisians ]:-arjsht%s are trepted as counfies. Laws :1|:E'|'|r_:ur]5r,ir|,r_{ :r11::]5l'.:;1:l'| nid did not u!u'nys {l]‘.l[’lf'}' to all t¥pes of ml:niﬂip*ﬂ'[it}'.
Certain of the more conspicuous limitaiions are indicated in notes below, but for fuller information see Table 11.

*1870-1874: towns with population under 12,000; 1574—....: towns or cities with population under 30,000

® Districts, cities, towns; villages added in 1881.  *1867: cilies, lowns; townships added in 1871.

* Cities, townships, and villages if the township in which the village was located had not given aid. The Michigan courts
decided that local aid violated a prohibition against state aid in the state constitution after 1870.

t Most county aid was stopped in 1875. See Table 11, note u.

The 1867 law refers to cities. Townships were added in 1869.

% Ohio's comstitution prohibited local aid in 1851, These laws permutted local governments to construct and operzate, lease or
sell railroads., They were framed as general laws, bul usualy speeified such narrow population limits that they are indexed under
the names of particular political units. A large number of them were declared unconstitutional, but oot all, eg., Ciocinnati's
authorization to build the Cincinnati Southern.

"'The 1850 provision was a gection referring to county aid in general at the end of a special law (Chapter 106, scction 6, p.
191, March 6, 1850). Although s repealing act could nol be found, it does not appear in the 185 code. The 1872 law, amended
in 1873, does not appear in the 158830 code. An 1882 law authorizing eounty, city and town aid 1s restricted to six eounties, with
three more counties added m 1888,

11869 : cities and precincts; 1B70-1885: precincts, townships and towns smaller than eities of the second elass; 1885-. ... : pre-
cincts, townships, villages.

* From 1874 to 1876 local aid was prohibited except for vounties and townships which had not issued bonds for this purpose.

! Cities werp covered from 1865 to 1874 and from 1876-. Towns and villages wers included from 1868 to 1874 : townships from
1872 to 1874 and efter 157V6. " Between 18558 and 18649, Iowa courts declared loeal aid uneconstitutional.

= Cities were covered, 1853-1875; townships added in 1888, towns in 1872,

* Counties which had intermnal improvement funds or credits only.

* Although no authonzations could be found, there are several instances of loeal aid in Oregon (Portland, Yambhill County, ete,),
A peneral law in 1913, like the Ohio law [ollowing constitutional prohibition, permitted cities and towns to acquire, build, own and

operate railroads.
*The 1870 law refers to counties and San Francisco (city and county). It continued in effect for eight counties from 1872

to 1874.
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TABLE I1
GENERAL Laws AvurHoRizino Locan Arp 7o Ramroaps, 1830-1850

L Restrietions on :
R’EE::IDH Dates in Authorities Forms of n}Fjﬁﬂ;ﬂiﬁ: Borrowing hig;:::: L" Voting
F N Include Ag B - & % oty - PR |
State e ncluded Ald Aid * Maximum  Repay- of Aid * Requirements
Interest ® ment *
New Englond
Maing .. 1867-.... cities, towns tax, bonds fund 5% i vote
N.H. IS'E—I—J_'S?.T cities, towns Pl 5 tax, bonds fund 5% 1 vote
(1877)
et BT &bestowas 0 GLulhe 0 Goaso 1% : 896 petition (10) and
majority in number
and value
Mass, 15701574 towns, popu- stock, bonds ) 5% £ vole
lation under
12,000
I874—. ... towns, cities  stock, bonds it 20, 5 ! I
population 1876: tax 1876: 3967 & vote
under 30,000
Middle
Atlantic
N. Y. 5691574  municipal stock, bonds  bonds ™ 750" tax, fund 209% majority * in number
{1874) corporations ' and value
South
Atlantic
W.Va. .. 18BB3-1873 counties stock aTT L SiE Iy 1% " # vote
1873-. ... counties, stock cash,bonds ....° tax, fund 5% ¥ vote
towns, dis- 1881 : 6%%
tricts, cities
1881 : villages
. -
-

Bl¥
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—_ e -
Va. 1848-. ... pounties stock tax, bonds T } of railroad’s i vote ®
1307 - cities, 1867 : 10%% stock 1851 : ¥ vote
towns
1871: town- 1871: 3 of mail-  1871: R vote "
ghips road's stock ;
029 °
1875 17%%,
1550 !
North 1860—,... counties stock Stea 8% : AR majority vote
Carolina 1889 109 *
Floride .. 1855-1875  counties, stock tax,bonds 109 tax or j construction ~ majority vote
{1875) cities, towns fund gost in county
East North
Central
Wise. 1872-.... counties, stock tax, bonds . Loy 109 ! (sum of  majority vote
cities towns, 1875:bonds® 1874: tax  county and 1873 or majority
villages 1876 municipal) petition
guarantee * 1874+ 5% °
1875: 59 °
Mich. ... 1860-1870' townships, loans, gifts  bonds 105 tax 1056, ; petition (30).*
cities, vil- 5% (Detroit) majority vote
lages where
township has
not aided
3 1 [—— 1840-1870  counties, stock bonds ™ 105 * D 2100,000 majority of voters
(1870) cilies 1560 fund
Ind. ... 1867 ... cities stock, mits tax, bonds tax, fund petition {majority ")
1860—.... counties® stock, gifta  tax 2% petition (100, county ;
townships 1881 ; 2561 25, township) and

majority vote

[¢ eN
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TABLE 11—({Continued)
Gexeral Laws AvrEoriziNg Locan At to Rainroans, 1830-1889

=
)
— — —-- e —
] Restrictions on .
REEEJE Dates in Authorities Forms of J}Jﬁtﬂ '};{;EE Borrowing P’lﬁg’:ﬁ - Voting
Tores e id* g : : =] sqquirements *
State S fahded Aid Aid® Maximum  Repay- of Aid * REn st
Interest ment *
Enst South ik
Ceniral O
Tenn. ... 1852-.... counties, stock tax ol ALY ! oy majority vole E
cities, towns 1887 1887 : 6%  1887:tax 1858:1/15, 1854: majority of a
bonds £1,000,000 voters = =
Miss. ... 1850-1854T counties stock tax i vote '@
I872-1850* counties, stock honds i 7 R . % vote A
{ LRG0) cities, towns =
Al 18681875 counties, stock bonds e tax 150 (counfies),” majoriy vole "a
{1875) cities, towns 2640 (cities, =
towns) * &
West Narth iz
Ceniéral >
Neb. .... 1888-.... 'counties, = ...... bonds e tax * 10% majority vote
cities, 1875: gifta 1875: 4 vote
precinets 1879 tax, 1879: petition (10)*
1879 : town- fund and § vote
ghips E
18701885 1885 8% 1885 petition (50)° -
towns, popula- and § vote =
tioms under 500 g
1885: villagea




%

tax, fumnd

1868 *

tax, fund

1872-1874:

105

il tax, fund

10T ** tax, fund

67 tax, fund
= tax

Kans. ... 1865-15874 counties, atock bonds
cities 18651872
18681872 tax bonds
LOWTIS,
villages 18681872
gtock, loans
1870-1872  townships stock bonds
18741876 connties stock, gifts bonds
and town-
ghips with
o preyvions
aid bonds
1576—. ... sl jaka lc-h gtock, bonds, tax,
townships, loans ** honds *®
clities
1886, .. cities rifts =° bonids
Minn.- .o 18— eounties, stock, mfts bonds, tax
towns, cilies, : .
villages 1870 : bonds
Towa IR58—. ... %" g¢countics s.{j_fte'-: landa**
| BER-1872 townships, gifts {ax
cities, towns
=

S300.000 per
county per
railroad ;
8250,000 per
city per
railroad

1866: above, up
to 31,200,000
(counties),

600,000 {cities)

19 °

18721874
10 plus *

D
£ Y

S30,000,
S20,000
105 !
1878 : 5%

) il
57

majority vote

1866: and petition (1)

petition (50) and

i vole

1872-1874 : petition ($)
and majorty vote

pelition (#) and
§ vote

petition () and
i vote

1877 : majority vole

petition (#) and
majority vote

majority votle (and

majority of election

preeinets for counties)
-

1877-1879: or petition
(majority *)

majority vote
petition (3)*
majarity vote

anid

[§ ‘oN
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TABLE II—(Continued)
CexmnaL Laws Avurmortzing Locan Am 1o Ramaoaps, 1830-183%

A

Restrictions on

Region

. e Methods Borrowing Maximum Voting
and ]:_F}-M'ES in ;ﬂlut-l-iuﬁt:;;s anahuf of Ruising d Amount Requirements *
State . o e Aid” Maximum = Hepay- of Aid
Interest * ment, *
West North 3
Central b
(coni.) T g =
Town .... 1876-.. townships, gifts tax 5% pirilt_;_ﬂ?t}féﬂamﬂt? Q
= Bl I~
(cont.) cities, towns T s
iti 157 Junc S petition (majority) =
1882-.... towns,cities giits D ote %
[ R 1853-1875  counties, stock holdieAax, ..., meae Jhessss 8 ESbeeenmais :;
(1875) eities invest R, 2
f : county 1871: tax 1871: 109% 1860: majonky vole E
funda 1861 : majority vote b
1865: § vote o
1R68-1875  townships stock tax,bonds 109 tax il 1868-1875: petition G
1872-1875: 1872: 109} 25) and § vole "
Lowns o
1870-1875  citiea,towna @fts™ fax bonds .o mmes  pesiesn ma] orty vote
1872: § vote
West South =
Central :
Arkansas 1855-1874  counties ™' gtock =0 ... T T s 2
(1874) _ o ot g »
1873-1874  counties, stock, gifta  bonds 107 tnx, fund 107 petition {1 b <
cities, towns majority vo




Texas ... 1866-1870° counties, stock, loana tax e e petition (county:
{1876) cities, towns 100 " city, town:
257 and § vote
1871-1874™ counties, stock, loans, tax,bonds 109 tax, fund 209 ; 10% per  petition (50)® and
cities, towns  piits railroad ; i vote
20% per year *
Louisiana 1852-1880  parishes, stock tax EhE: o : majority vote
municipal
corporalions
1880—.... parishes, = .....s tax STt iy 5% * petition (1) and
eilies, towns majority in number
and value
Mounian,
Pacific
California 1870-1872"" counties,Ban  ...... honds 790 tax 5% majority vote
Francisco

* Open-ended dates mean law continued in effect after 1880. Daies in parentheses represent years when constitutional prohi-
bitions against local aid went into effect. Dates in other columns indicate when the relevant provisions were changed or new

provisions added.

¥ Stock: subscriptions to eapital stock of railroads. Gifts: outright donations of money, land, ete. Bonds: local governments
may buy railroad bonds. Guaranice: local governments may guarantee repayment of interest and/or principal of railroad bonds.
Logng: may mean purchase of railroad bonods, endorsement or guarantee, or loan of local government bonds, with or without
collateral. Occasionally the legal term is ambiguously “loan of credit ",
* Tlar: money or goods or services to aid railroads to be raised by taxation. Bonds: aid to be raised by issue of local govern-

ment bonds. These msy be sold, and the proeeeds turned over to the railroads (as gifts, subscniptions, ete.), or may be exchanged

for railroad securities directly.
4 Porcentages represent maximum interest charges on local government bonds.

[€ "oN
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TABLE II—{Conlinued)

GENERAL Laws AvrHomiziNg Locan A To Ramgoans, 1830-1880

"Ter: must levy annual tax to repay interest and principal as due. Fund: must set up sinking fund for repaying principal
before it comes due.

' Percentages refer to taxable property, amounts to absolute limits. Unless otherwise indicated, these are maximum amounts

of aid to mailroads for the individual loeal government. Theze limits are taken largely from constitutional and railroad-aid pro-
visions. Other legislation affecting loeal debt creation or tax limits was not examined.

* Numbers in parentheses after petitions refer to minimum number of signers. Unless specified, fraction of vote refers to
number of votes east. Petition and vote usually indicates petition is required before vote can be called. Petition or vote indi-
cates alternative proeedures for ratifying aid. Majority in value refers to value of taxable property.

* The maximum is referred to as “ eight times the grand list ”, which includes poll taxes plus one per cent of taxable property.
' 29 for towns valued over $3,000,000: 59 for towns valued at $3,000000 or less.

! Aggregate debt himit. Virginis in 1875 had a debt limit of 1795 of real plus 159 of personal property.
*Of taxpayers. This is occasionally “ resident” taxpayers.

"' These include cities, towns and incorporated villages.

In New York it includes companies and corporations explieitly.
There were certain excepiions to the original law which were altered
several times during the 1870's

™ Local bonds may be sold or exchanged for railroad securities.

® Exchange for securilies must be at par.
*Tax limit.

For Iowa: 19 a year for two years: for Louisiana: 23% a year for ten years

* Bonds must be disposed of at par. “Of frecholders. This is occasionally * resident ” freeholders.

"' Thia ¥ vote 18 to include 8 majority of the registered voters and a majority of frecholders.

* First mortgage bonds of railroads. * Court decisions in Michigan declared local aid unconstitutional 1 1870,

" County aid was stopped in 1875 except where votes had already been taken or where a railroad was started with aid from
some counties on its line. In the latter case, other counties on the line could vote aid if they had not already rejected it. An
1879 law permitted county commissioners to pay the railroad aid debis of local remdents under certain restnctions.

vy
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* Aggregate aid may be 1/15 of taxable property but not over $1,000,000.
* Twenty-six counties retained a majority vote until 1880, *Not in law code of this year. See note ], Table 1.

* No taxes for principal of new issues until after 1880,

* Apgregate debt limits: 109 of taxable property plus: §100,000 for counties valued up to $3,000,000; $300,000 for other counties.
Townships valued under $200,000: 109 plus $600 per mile of railroad in the township,

= Two general laws offered alternative methods of aid. Loans could be made to railroads requiring collateral of first mortgage
bonds, equal to 309 of the loan. Railroad first mortgage V% bonds could be exchanged for local government 109 bonds at not
less than 90% of par, with not over 85000 per mile of first mortgage bonds to be 1ssued by the railroad. The maximum amounts
of aid, for stock subscriptions or “loans of credit ™, are: 34000 per mile of railroad in the local unit, with $100,000 plus 59 for
counties and £15.000 plus 5% for townships. For buying railroad bonds {(or exchanging government bonds for them) counties and
townships were limited to $4.000 per mile and cities to 815000 plus 5%. In 1877 there was a reduction to $2,000 per mile.

bv &30 000 per railroad for cities of the first class; $20,000 per railroad for eities of the second class.

= For railroad rights of way, depot grounds, machine shops and/or other terminal and repair facilities.

4 Counties with swamp lands may donate these or proceeds of their sale to railreads. However Jowa courts held loeal aid
unconstitutional from 1858 to 1869.

*¢ The 1853 law permitted votes to he held, and in 1860 these were required, but in both eases only “for the information ™ of

the county courts and eity councils. In 1881 the recommendation of the vole had to be obeved,

1t Caynties with internal improvement funds or credits,

# Aid to any company or corporation: not repealed, but not among 1870 powers,

b Repealed in 1874 except for 12 counties; these exceptions were increased and altered severnl times until constitutional prohi-
bition in 1876. "' Bee note q, Table 1.

[§ 'oN
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must raise its contribution solely by current taxation. The
great majority of laws expressly permitted either taxation or
borrowing or made no restriction. Bonding was the common
recourse, and much of the effort of the legislators was devoted
to the attempt to surround the process with certain safeguards.
Maximum rates of interest were laid down, and in a number of
cases these were buttressed by provisions requiring that the
bonds must not be sold to investors or accepted by the railroads
at less than par. Several laws specified that the aid should be
given by means of * the exchange of securities ” between gov-
ernment and railroad, and quite commonly it was the bonds
themselves rather than the proceeds from their sale that were
handed over to the roads. Other clauses attempted to ensure
orderly provision for repayment, either by the establishment of
sinking funds or by the requirement that the debt service be
met entirely from current taxation. “ In the interest of good
government and of economic administration,” as a North Caro-
lina statute put it,° the amount of aid that might be given was
generally limited, sometimes to a specified sum, more often to
a percentage of the assessed valuation, and in still other cases
by reference to a debt limit provided in the act itself or by con-
stitutional provision.

Other intended safeguards relied on the methods of initiative
and referendum. Though a proposal for aid could often be
initiated by the municipal or county authorities, and in some
cases by the railroad company itself, the laws frequently re-
quired 2 petition signed by a specified number or proportion of
voters or property-holders. The greater number of laws, more-
over, provided that the proposal be submitted to an election
and required the affirmative vote of a specified majority of
voters or property-holders or both and sometimes of a Mmajority
“ both in number and value.”

(;}thl?r provisions too varied to tabulate were inserted in the
Itgﬁlﬂtmﬂ - make sure that the communities would really get
railroads built in return for the sacrifices they were binding
thﬂf_‘“'ﬂ“ﬂ Lo ﬂfﬂke- A Nebraska statute opened with the fol-
lowing declaration of purpose: " To prevent railroad corpora-

SN. C, 1889, ch, 48, p. 479,
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tions to impose upon the people by bogus surveys ”* To this
end the laws often specified that the contribution should not
be paid over until the corporation had raised a certain propor-
tion of its capital from other sources, or until it had spent 2
certain amount of money within the contributing county or
township, or until the roadbed was prepared or the track was
laid or trains were running to a specified point. Other clauses
protected the right of local authorities to vote their stock and
in some cases to have assured representation on the boards of
directors.

On these and on many other points the special laws could
be and often were more specific. Recitations of * public use
and benefit” were common to the preambles of both general
and special laws, but the latter sometimes put the motives for
aid in particularly concrete form. Cumberland, for example,
would have more jobs if the B. & O. were helped to make its
proposed improvements. A Minnesota enterprise needed a
“ bonus ”* as a stimulus to * speedy resumption of work.” " The
preamble to a North Carolina law in Reconstruction days
recited the difficulty of obtaining subscriptions in money and
authorized local governments to pay in kind. Another per-
mitted the individual taxpayer to pay the equivalent of his
railroad tax directly to the company ™ in kind, that is to say,
in agricultural products.” ®

In some cases the special laws permitted still greater varia-
tions in substance. Local governments were occasionally given
the power to build railroads and not merely to aid them. Cin-
cinnati set an example in Ohio by building the Cincinnati
Southern as a city enterprise when the state constitution for-
bade municipalities to extend aid to railroad corporations.® In
other cases the authorization was merely to construct a branch
line to an existing railroad. A Maryland law provided an in-
teresting variant on the requirement for consultation. Under
it the authorities of Baltimore might propose to the electors

€ Neb., 1879, p. 171.

7 Md., 1890, ch. 229, p. 254; Minn., 1868, ch. 20, p. 3E.

BN. C, 1866-67, ch. 89, p. 132; 1872-73, cbh. 174, p. 250.

8 Footnote (h) to Tahle T and Goodrich, * Revulsion ™, p. 151.



428 POLITICAL SCIENCE QUARTERLY [Vor. LXVI

that the city buy a controlling interest in the Richmond and
Danville, provided the measure first received the approval of
the board of trade, the corn and flour exchange, and the mer-
chants and manufacturers association! *°

The special laws frequently spelled out in particular .detail
just what the railroad must do in order to qualify for receipt of
the subscription or loan or donation. In some cases, especially
for the larger cities, they contained specific provisions fc:-.r the
naming of government directors. A common preoccupation—
in special and general laws alike—is illustrated by the Illinois
statute which provided that the governments extending aid to a
railroad should collectively name one fourth of the board of
directors until the railroad was completed.™

In sharp contrast to these measures for supervision of the
government investments stood a set of provisions for the distn-
bution of publicly subseribed stock among private individuals.
These were based on the belief that it was * inexpedient that
the administration of the stock thus subscribed should remain
under the control of the local authorities . . . that it ought to
be distributed among those whose property had been taxed for
its payment,” and that each taxpayer would thus be * stimu-
lated by personal interest to a wvigilant supervision of the con-
duct of the work.” **

In accordance with these ideas, general laws in Alabama,
Florida, Indiana, lIowa, Louisiana, Missouri and Tennessee, and
certain special laws in these and ten other states of the South or
West, provided that the individual who had paid a railroad tax
should be entitled to a corresponding amount of the stock of
the railroad company.” In Tennessee he might use his tax

10 Md., 1884, ch. 298, p. 409, 1111, 1868, p. 320, sec. 8.

12 The quotations are from resolutions adopted by the Southwestern Railroad
Cenvention held at New Orleaams in 1852, ] D. B. DeBow, Industrial Resources,
clc. of the Soutbern and Western States (New Orleans, 1852-53), vol. II, pp. 478

459. The opinion in Police Jury v. McDonogh refers to the influence exerced by
these resolutions (8 La. An. 3160).

12 Ala., 1868, ch. 172, p. $14;: Fla., 1854-5, ch. 610, p. 17: Ind., 1872, ch. 353,
p- $4; lowa, 1876, ch. 123, p. 110; La., 1852, act #1755, p- 128; Mo, 1868, sec. 4,
P. 93; Tenn., 1851-2, ch. 117, p. 161. The Iowa law was amended to permit dis-
teibution of railroad bonds as well as stock to taxpayers (1878, ch. 173, p. 162).

e ol
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receipt to pay his freight bill instead or to buy a railroad
ticket."* The individual who had made a voluntary subscrip-
tion could frequently claim corresponding exemption from the
railroad tax, and conversely payment of the tax would occa-
sionally serve to relieve him of a previous agreement to make
a private subscription.

Thus under stock distribution the lines between private pur-
chase and government action were often blurred, and provisions
advocated on the ground that they would promote the vigilance
of individuals were brought into the local aid legislation along-
side the many clauses intended to ensure vigilance on the part
of the public authorities.

Local Aid in Pracitice

Two thousand laws are not automatically translated into so
many miles of railroad or even into so many hundred thousand
dollars of investment or subsidy. The legislative record shows
how widely and for how long a period the policy of local gov-
ernment participation in railroad building approved itself to
American legislators. It does not show which projects were
carried out and which abandoned or the spirit in which they
were conducted. On all this our present knowledge, though
notably increased by recent studies, is far from complete. It
would be difficult to arrive at a numerical total of the amount
of aid, since payments were made in kind as well as in cash and
still more frequently in municipal and county bonds, which
often sold at a discount, and since the public authorities might
or might not be called upon to make good on their endorse-
ments of railroad securities. The order of magnitude may be
suggested by reference to four localized studies—for Missouri,
for New York, for the ante bellum South, and for Pennsyl-
vania, Maryland and Ohio also before 1861—which together

—

The ten other states which authorized stock distribution in one or more special laws
are: Arkansae, Georgia, Kentucky, Mississippi, North Carolina, Ohio, South Carolina,
For a list of cases involving stock distribution, see

Tezas, Virginia and Wisconsin.
Edward L. Picrce, A Treatise on the Low of Railrosds (Boston, 1881}, p. 97,

14 Iy Mobile sad Obio Railroad Co. v. Wisdom, 52 Tenn. 12§, the court required
the railroad company to homor some $24 of these receiprs in payment for trans-

portation.
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report local aid to the amount of about one hundred and i:'Eft}r
million dollars. Full quantitative analysis will not be p:?sn.ble
until other states and periods have been studied with similar

care.'®

The peak of this local activity was reached in the years be-
tween the close of the Civil War and the panic of 1873. The
movement is vividly reflected in the pages of the Awmerican
Railroad Journal, which contain a wealth of references to local
aid—past, present and proposed. Taking account only of cases
of affirmative action currently reported, the Journal in the
seven years from 1866 to 1872, inclusive, cites decisions by local
government authorities in 27 states to give aid to no less than
138 railroad undertakings. The governments extending this
assistance include—in addition to a number not specified by
name—I122 municipalities and 70 counties. The cases come
from widely scattered parts of the country, and differ greatly in
amount. Buchanan County, Missouri, votes $4.000 in bonds
for the St. Louis and Denver, and Benton Township 7,800 for
the Peninsular Railroad of Michigan. The town of Colchester,
Connecticut, plans to spend about $30.000 for the branch it is

15 1n round numbers the figures are a5 follows: Missour, §26,000,000; New
York, $37.000,000; ante bellum South ({not mcluding Missouri and Maryland),
$55.000,000; for 1834-18€1, Peansylvania, $16.700,000, Maryland, $11,000,000,
Chio, $8000,000. Edwin L. Lopata, Local Aid to Railroads in Missouri (New
York, 1937)- Haeey H, Pierce, " Locsl Aid to Ratlroads in New York ", unpub-
lished doctoral dissertation, Corpell University, 1949; Milion §, Heath, ™ Public
Ralmoad Construction and the Development of Privace Enterprise in the South
Before 1881 ", Jowrmal of Econmomic Histery, Supplement X {1250}, pp. 40-73:
Harvey H. Segal, in 2 study being carried on under 3 resident fellowship ar Colum-
bis University awarded by the Committer on Research in Economic History.

The total sid found in these studies is very much greater than would be sug-
gested by Federal Coordinator of Transportation, Public Aidy fo T'ransportation, vol,
I (Washingron, 1938}, PR I=3, $3-71, 118-163, 133, “The foum localized studiey
total some $1354,000,000, The Coordinator’s figures for the entire country and the
entire period reach a toral of 3 little over $110,000.000 definitely attribured 1o
local governmencs plus an indeterminate share of tome $31,000,000 of unspecified
public subscriprions and an indeterminate share of some $37.000,000 of public and
private contributions in aid of railrosd conscruction, Neither ser of figures includes
local land grants or tax exémptions, The discrepancy between the twWo is to be ex-
plained parcly by the facr that the Cosrdinaror excluded aid gEiven to

roads, on which the official report is principally based.

For explination of its
methods, see vol. II, p- 56, frn. 75,

- ———
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building to connect with ** the air line railroad.” * But not all
the figures are so insignificant. The New York, Oswego and
Midland receives admiring notices in the press, almost to the
eve of its failure in 1873, for its achievement in raising nearly
six million dollars in municipal bonds from the communities
along its line in upstate New York.

At one extreme stand the railroad investments of the city
of Baltimore. Early in 1870 the municipal accounts show out-
standing loans to railroads of more than eight million dollars
and the ownership of nearly three and three-quarter millions
of railroad stock, in addition to endorsements of railroad obliga-
tions of nearly two millions and almost a million dollars in tax
and other claims against the aided roads. But even these large
figures—rtotaling nearly fifteen million dollars in actual invest-
ment or contingent liability—are taken only in mid-career of
the city’s program of railroad promotion. In the preceding
year the authorities had commissioned an engineer and an ac-
countant to examine the prospects of the Western Maryland
and had sent out an agent to explore the merits of a proposal
for a railroad on the Eastern Shore. In the year 1870 itself, the
city made two substancial additional commitments—endorsing
two millions of the securities of the Western Maryland and
subscribing another million to the stock of the Valley Railroad
of Virginia—before the voters finally rejected the further pro-
posal of the city councils to guarantee $750,000 of the securi-
ties of the Lynchburg and Danville.’®

Municipal plans of this scope and magnitude were, however,
the exception rather than the rule; and most of the decisions to
grant aid were made by communities with smaller resources or
more limited aims. In this respect the record of aid in Indiana
—in which no city made an investment comparable to that of
Baltimore, but in which aid was voted to railroads by a large
number of communities of various sizes—is somewhat more

representative of the movement as a whole.

1841 ARJ (1868), 152: 45 ARJ (1872), 454,

1T 42 AR] (1869), 901; ébid, 1317 (New York Tribune); 46 ARJ (1873),
1090 (Albany Evening Jowrnal); Indianapolis Sentinel, Nov. 16, 1872.

1843 ARJ (1870), 233; 42 AR] (1B63), ¥96, 789; 43 AR] (1870), 279, 371,
399, 645, 1209,

¥
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Indianapolis, to be sure, called itself ** the railroad city ” and
was proud of the twelve railroads which had reached it by
1870. Its position as the hub of radiating lines, which had been
contemplated in the early state plans for internal improve-
ments,'” owed something to local government aid. By 1872
the city itself had donated $60,000 * of the people’s money ”
to the Junction Railroad, its township (Center) was taxed
$65,000 for the Indiana and Illinois Central, and its county
(Marion) had paid §120,000 to aid three railroads connecting
the city with the coal fields of western Indiana.®® Four years
later Indianapolis issued $500,000 in bonds to build its munic-
ipal Belt Railroad, and propositions for further railroad aid
continued to find support in its newspapers for the remainder
of the century,™

But the railroad movement in Indiana was not primarily a
metropolitan one. Scores of subsidies, loans and subscriptions
were voted by cities, towns, townships and rural counties over
a period of at least seventy-five years.™ The amounts in ques-
tion were often small and in a number of cases under ten thou-
sand dollars. Though an accurate total could not be ascertained
without a study of the financial records of the local govern-
ments themselves, an incomplete check based on local histories
and other scattered sources shows approval at the polls of some
eight million dollars in local aid.*?

As in other states, the movement for local aid showed varia-

I8 w_ R. Holloway, Indignapolis (Indianapalis, 1670}, 11 subtitled A Hisiorical
wwd Statistical Sketch of the Railroad City.

20 Resolution of city council quoted in Indianapolis Semlinel, Dec. 31, 1872. The
council recommended rejection of 3 current proposal to give $500,000 to anocher
“coal road®, and it was defeared gt the polls on Jan, 9, 1373, Sealinel, Jan. 10,
1873,

21 facob P. Dunn, Greafer Indianapolis (Chicago, 1910), wol. L ch 2% In-
dianapolis Semtinel and Jourmal, 1375, 1877, 1881, etc,, passim.

2 For an 1B37-38 case see Hitlory of Northeast Indiens, under the edirorial su-
pervision of Ira Ford, Orville Stevens, William H. McEwen and William H. Mc-
Intosh (Chicago and New York, 1920), vol. I, p. 37. For 1911 payments see Second
Annual Report of the Depariment of Inspection and Supervision of Public Offices
of Indiana (Indianapolis, 1813), p. 537,

23 Sources included local histories, newspapers and Interstace Commerce Commis-
sion reports.  The total of $8,000,000 includes only cases of local ajd in which the
Vote was reported as favorable and in which the imount was stated in dellars,

L e
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tions from period to period which were related both to business
conditions and to changes in legislation. Before the Civil War
local aid required authorization by railroad charter or special
acts of the legislature, and some sixteen counties and ten cities
took advantage of such authorizations. The most important era,
however, followed the close of the War and was based on gen-
eral legislation providing both for stock subscriptions and for
donations. The law for city aid was adopted in 1867 and that
for counties and townships in 1869. The latter was described
by the Indianapolis Sentinel as ** probably the most important
act passed at the recent session of the Legislature.” Wichin
four months of its adoption, the Frankfort Crescent reported
that twenty-five elections had been held under its provisions
and that aid had been refused * in one single instance only.” **
Between 1865 and 1875 affirmative action was ordered in
thirty-six township, twenty-eight county and twenty-five city
voies.

The crisis of 1873 checked the movement for railroad aid.
Many railroad schemes had to be abandoned, and in some cases
money had to be refunded to the taxpayers.®™ LaGrange
County, which had failed in its early efforts to encourage rail-
roads and had finally in 1870 welcomed the arrival of the
Grand Rapids and Indiana with * the roars of cannon ™, voted
down an appropriation of $98,000 for the New York and Chi-
cago Air Line in 1873. “ A panic come on in the United
States at that time,” explained the local historian, * and the
matter there ended forever.” **

Despite the depression, the sections of the state which still
wanted railroad connections were strong enough to prevent the
repeal of the aid laws, though they were made somewhat less
liberal.¥ Between 1876 and 1886, aid was voted by forty-three
townships and two cities. A change in the law at the end of
the seventies casts light on the nature of the interests of the

24 Indianapolis Sentinel, May 21, 1863; Aug. 30, 1869 (quoting Frankfort
Crescent) .

25 For cxample, in Brazil and Washington townships, Clay County, in 1874. The
Nocth and South Railroad ™ was graded as far as Brazil; then abandoned.™ Charles
Blanchard (ed.), Counties of Clay and Ouwen, Indisna {Chicago, 1884), p. 53.

26 Ford, ef al., op. cit., p. 37. 7 [ 1875 and 1881, See Table II, note u.
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communities. A court had held in 1877 that, since the word
“ donation ” meant free gift, a local government could not
impose terms on the railroad as a condition of its donation. In
1879, an amendment to the law provided expressly that a sub-
scription or donation could be accompanied by a contract with
the company making aid conditional on such terms *as to
freight, rates, location of machine shops, depots ™ as might be
specified in the election petition.® Fort Wayne had bargained
for and received railroad shops before passage of this amend-
ment, and by a contract under its provisions Frankfort secured
the machine shops of the Clover Leaf in 1881.2°

Between 1889 and 1891, and again at the end of the nine-
ties, votes favorable to railroad aid were still being reported,
though much less frequently than in the earlier years. The
aid laws remained on the books and continued to be used from
time to time until well into the twentieth century.?

T'he Interests of the Railroads

Analysis of the process of local aid may be approached by
an examination of its significance to the two parties directly
concerned—the railroads and the communities. To the railroad
system as a whole, local governments were furnishing only a
small fraction of a total capital which by 1880 exceeded five
billion dollars in permanent investments.® By the end of the

=8 Indiana North and Sowth Rail Way Company v, The City of Attics, 56 In-
diana 476. Ind., 1379, ch. 27, p. 46,

28 T. B. Halm, History of Allen County, Indians {Chicagn, 1880), p. 120, Ths
Indiznapolis Semtinel, Feb. 11, 1881, announces the rerms of the Frankfort (Center
Township, Clinton County) wote. Interstace Commerce Commission, Valuation
Docket §3, records the donation.

80 The city of Peru, which voted aid to the Chesapeake and Ohio in 1901, man-
aged in the following year to evade its debr limie in order to secure location of the
road’s machine shops and roundhouses. It did chis by an elaborate operation in-
volving the creation of 1 Park Association as an intermediary. Arthur L. Bodurths
{ed.). History of Miami County, Indians (Chicapo, 1214). vol. 1, pp. 258-2¢3.

The lsws were extended to interurban and streer railways in 1903, Ch. 134, p.
233. In 1927 cheir application was limited to cases in which ™ a railroad has been
abandoned and 1 new company has been organized to operate such railroad” Ch,
21, p. 55.

8 Eleventh Cemsws, 1890, * Report on the Transportation PBusiness™, Part I
(Washington, 1895), p. 13, Henry Carrer Adams, Special Agent.

'
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sixties, some railroad presidents were already boasting, though
still with something of an air of surprise, that their lines were
being financed without government aid of any kind.*® The
annual reports of certain old established roads had begun to
criticize the * habit * of easy local aid and to show concern
over competition from subsidized companies, and there were
cases in which * the railroad interests ” were accused of work-
ing to defeat proposals for aid to new companies.®®

The degree of reliance on local government aid thus varied
with the state of railroad development. After the Civil War,
local aid did not play for the greater and more prosperous com-
panies the decisive rile that a combination of state and local
aid had often played in the earlier period or that federal aid
was currently playing in the case of the Pacific railroads. The
Baltimore and Ohio was alone among the great trunk lines in
continuing to come to the authorities of its parent city for
much of the capital for the extension of its system. The West-
ern Maryland was also largely a municipal investment of
Baltimore. Elsewhere in the older and richer states, the com-
panies which relied most heavily on local aid were likely to be
those that were badly located or that traversed the poorer sec-
tions, like the Midland of New York or the Central Massa-
chusetts. More lordly companies, however, were glad to accept
spurs and branch lines turned over to them by contributing
communities. In the South and in northern New England,
local aid was a common and important recourse. It was still a
major factor in filling in the railroad map of the Middle West.
The American Railroad [ournal reported that the largest in-
crease in mileage during 1870 had been in Illinois, Towa, Mis-
souri and Kansas where it had been " stimulated to the urmost
by town and county subscriptions.” *

3242 ARJ (186%) 1044; 43 AR] (1870) §3E. See also 3% AR] (1866) 462;
40 ART (1867) 242.

33 Michigan Central, 43 ARJ (1870) 818; Chicago, Burlington and Quincy, 43
AR] (1870) 986-987; Indianapolis Jowrmal, Sepr. 15, 1869; Indianapolis Sentinel,
Aug. 27, 1869.

3 42 AR]J (1869) 1114; 43 AR] (1870) 289, 477; 47 AR]J (1872) 434; 44
ARJ (1871) 3.
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In short, the capital supplied by local governments was indis-
pensable to the promoters of a number of companies and most
welcome to many others. Sometimes this consideration affected
the form of organization. The lines between Port Huron and
Chicago, for example, were first set up as four different com-
panies. It was believed that mumnicipal aid could in this man-
ner be more readily obtained from the cities and counties
along the route, as all experience in this direction goes to show
that such communities are far more interested in and more
ready to assist small and purely local enterprises directed and
urged on by the principal men of the section.” After enough
local capital had been secured ™ to place the roads in readiness

tor the superstructure, it was intended to consolidate the four

roads into one.” ¥

Railroad officials were often complimented on their success
in convincing legislatures and in arousing enthusiasm in public
meetings along the projected lines. The Corning Journal
praised the Hon. J. Ramsay, President of the Albany and Sus-
quehanna, for " indefatigable exertions” made on behalf of
the railroad before, during and afrer his term as a state senator.
President Littlejohn of the New York, Oswego and Midland,
whose name was described as “ itself a tower of strength in the
Midland counties,” won support for his road in a series of no-
table public meetings.®

In the course of such campaigns, the railroads and their
agents—and such middlemen as * speculating contractors 7 ¥
—were often accused of sharp practice. In one Towa case, for
example, it was established that all fourteen of the voters who
had taken part in an election in Lost Island township had ac-
cepted offers from a railroad agent of a substantial fraction of
the aid they were voting! Other accusations were of improper

3342 ARJ (1863) 1265,

3840 ARJ (1867) 223: 39 ARJ (1966) 462, 541; 43 ARJ (1870) 37. Seq
Harry H. Pierce, op. cit., for picturesque detail.

97 These were particularly condemned both by Prmident Joy of the Burlingtan
and by Joy's critic, Charles F. Adams, Jr., for fleecing local communities by building
unprofitable roads. 43 ARJ (1870) 9a7; Nation, vol. 20 (March 4, 187%), pp.
148-149. Adams' letter to the editor, which is signed ™ Good Intentions ™, Eives
details on the fraudulent operations of one ser of contractors.
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influence in the legislatures and of fraud in influencing local
elections, either by bringing in fraudulent voters ™ by the car-
load ™ or by making false promises to the electorate.®

T'he Interests of the Communities

There is no question of the enthusiasm with which great
numbers of communities welcomed—and indeed often initiated
—proposals for railroad aid. The majority of elections had
affirmative results, and the press was characteristically favor-
able. * The Portland papers urged the matter with all zeal.”
So did those of many other cities from Maine west across the
country. " The workingmen and enterprising businessmen ™ of
an Indiana community were reported as jubilant after a favor-
able vote. Advocates of railroad aid were credited with dis-
playing a * proper spirit of enterprise.” *®* On the other hand,
those opposing railroad aid were likely to be described as bar-
nacles or as suffering from * moral marasmus ”’; and one paper
sadly declared that an adverse vote had been cast by " In-
dianapolitans in their blindness.” *® It was only a minority of
papers that attempted, like the Labor Advocate of Columbus,
to remind the citizens that it was * the peculiar and rightful
vocation of capital to develop the country ” and that if capital
sought to tax the people to support a railroad it was “ sure
evidence that there [was] a doubt as to its being 2 remunerative
enterprise.” Much more common was the view of the Ander-
son (Ind.) Courier that “ no city, county or township were
ever injured by having too many railroads.” *'

38 Chirago, Milwonkee and 5¢. Paul Railway Co. v. Shes, County Treasurer, ef al,
67 lowa (1883) 728; 45 AR] (1872) 29} (quoting a Maine corrsspondent of the
Beston Jourmal); Brevier Legislative Reports, wol. 19 (regular session, 1381), p.
113. Sea also A. M. Hillhouse, Mumicipal Bonds: A Century of Experience (Mew
York, 1936), p. 149 and the footnote on p. 1521 containing 2 list of communities
which bonded themselves for railroads which were never in face built to or through
them,

80 40 AR] (1867) 431; Indianapolis Sentinel, July 30, 1869; ibid., quoting Fvans-
ville Conrier, June 24, 1369,

40 Tndianapolis Sentinel, May 19, 1869; Indianapolis Josrnal, Sepr. 11, 1869; In-
diznapalis Semtinel, Jan. 10, 1B71.

41 Quoted in Indisnapolis Semfinel, Scpt. 7 and Aug. 14, 1865
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The grounds of the appeal and the degree of initiative varied
with the circumstances of the community, In some cases the
plea was still to the imperial designs of the great merchant city.
Cincinnati’s railroad enterprises, declared its Board of Trade,
would pay large dividends “ in those results most desirable in
a commercial city—increase of trade and cheapening of trans-
portation.” ** It was in this spirit that Baltimore and so many
other seaboard cities had used municipal resources in their strug-
gle for the trade of the interior, and President Garrett makes a
further appeal to Baltimore on the same grounds in the annual
report of the Baltimore and Ohio in 1869. He proposes that
the city invest a million dollars in the Valley Railroad and a
half million in the Lynchburg and Danville. These twa Vir-
ginia roads will be extensions of the B. & O. system. ™ As a
mere railroad matrer,” however, Garrett says that his company
has relatively little to gain. It is the city that will reap the
great advantage. “In each and every year ” it will win back
at least as much as its whole investment * in advantage and net
profits on the business that will be thus commanded.” **

Towns that could not dream of such commercial supremacy
entered into vigorous competition for positions as terminal or
junction points or for the location of the railroad’s shops. * If

. - we can secure here her round houses and repair shaps,”
said the Cairo Bulletin, * intervals of business prostration, like
the present, will be unknown among us.” Communities served
by a single railroad sometimes acted on the belief that giving aid
to a second was the right way to deal with monopoly and bring
down rates. But the commonest motive for local aid was sim-
ply to make sure of getting some railroad to pass through the
locality. For many a crossroads community, it was literally a
matter of survival. If the railroad passed the other way, * busi-
ness men removed from the place and took their wares to the
new city.” But if it came, a ** hitherto quiet and plodding vil-
lage ™ was likely to become * full of the bustle of business and

4246 AR] (1873) 639,
1342 AR] (1369) 437. See also 43 ARJ (1870) 753; 41 AR]J (1872) s1s,
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L LR ] 4* L
enterprise. It is not strange, therefore, that local leaders

were ready either to take the initiative in torming railroad com-

panies or to listen to the proposals of railroad promoters or
contractors.

The Process of Bargaining

The great compelling motive was to get railroad service for
the community. To accomplish this, local leaders were willing
to offer inducements to outside capitalists or to the railroad
company. If a subsidy proved more appealing than a stock
subscription—"" does the company have to give stock . .
or is it a square donation?”*—it was not hard for the
community to concede the point. Whether or not they re-
ceived securities in exchange for their contributions often
seemed a matter of indifference to the local governments. Per-
haps they had learned from their own earlier experience, or that
of others, that they were in most cases unlikely to receive very
much direct financial return from their investments. The
possibility of exercising control over the company through
stock ownership seems hardly to have been a major considera-
tion except in a few cases where the community was very large
or the company unusually small.

The Hartford (Conn.) Evening Post proclaimed in 1869 the
merits of what it called * a new mode of investing capital in

the West *':

First, a company is organized . . . for the purpose of con-
structing a railroad. Then the cities, towns, counties and in-
habitants . . . whose interests will be greacrly promorted . . .

agree to contribute to the company, in the form of donatons, an
amount sufficient to construct the road and prepare it for the
rails, payable when the road is completed, either in whole or by

44 Indianapolis Senfinel, Sept. 2, 1869 (quoting Cairo Bullefin); Dec. 21, 1872;
Blanchard, ofy. cif., pp. 204, 681, 716, 730. Sec also Halm, op. cit., p. 179,

40 John W. Brooks, President, Burlingtom and Missouri Railroad in Missouri, 1o
James F. Joy, President, Chicagn, Burlington and Quiney Railroad, Jan. 23, 1872.
Joy Collection, Ann Arbor, Michigan. Thiz and a guotation uysed below were fur-
nished through the kindness of Professor Thomas €. Cochran whe is engaged in a
stedy of the executive correspondence of American railroad leaders.
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sections, and the cars are running. This being done, Eastern
capitalists subscribe for the stock and advance whatever money

15 required. . ., .

Thus the donors are sure to realize the benefits of the road,
the capitalists make a profitable investment, and the public in-
terests are subserved. ¥

From the side of the communities, this had at least the advan-
tage that they were not asked to put in their contribution
until the road was built or the promised facilities were installed.
As against paying in advance for stock in a road that might or
might not be built, many a local government—particularly in
the later years of the movement—had no hesitation in choosing
outright subsidy to be paid only after the company had fulfilled
specific conditions.

Negotiation might begin from either side. The community
might send a committee to ascertain ™ what the owners of the
road require in the way of assistance from those living upon
the line of the road.” The local railroad president might go to
New York and come back reporting terms * most favorable to
our people ™ but involving * five million in county and cor-
porate subscriptions ” as well as private subscriptions in land.
Or the railroad might announce the terms on which it would
make the decision. Choices of route or location of facilities
were likely to be based both on * merits * and * inducements *.
The Western Maryland decided to leave the selection of part of
its route “ to those in either vicinity who may subscribe most
liberally.” The editor of the New Albany Ledger-Standard,
telling his fellow townsmen that they could best Lonisville in
a contest for location by a municipal subscription of $£120,000,
explained the company’s position as follows:

The company would, of course, prefer to have these machine
shops and car works located at New Albany, but . . . it will be
very natural, in view of the great advantages they will bring to

48 Quoted in Indisnapolis Senfinel, July 11, 1869. The Semtinel itself had made
much the same srgument, from the Western point of view, on June 14 of the same
yEAT,
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the city that gets them, for the company to do the best it can.
This is business-like and perfectly proper.*T

The bargain was not always struck. Syracuse refused a
municipal subscription to the Midland, and the ditectors de-
cided to leave the city “ widely to the left of the line.” For
certain prairie villages, such disagreement had more disastrous
consequences, and their business was lost to new towns laid out
a few miles away by the railroad itself.*3

The reported terms are often most definite. * The builders
. - . agree to make Covington a point if she will make a dona-
tion of $80,000, otherwise they will run the road in the direc-
tion of Perryville.” Holden, Massachusetts, will add $14,800
to its subscription “ on condition that the road will be run
through the centre of the town.” * Oran township, Logan
County, has delivered up its bonds to the Havana road, and is
to have a depot.”** Complaints of fraud ran in terms of
similar questions:

The principal fraud alleged is, that various citizens of the
county . . . represented to the citizens of Boonsboro that the
depot would be located within one mile of that place, and to the
inhabitants of Swede Point and other places that they would be
as likely to get the depot as would Boonsboro, thus securing the
votes of all the localities in favor of the contract.®®

Issues like these, and above all the question of the completion
of the road, were the immediate concern of the communities.
If railroad officials wished to profit by the aid of local govern-
ments, they must therefore—as one of them reminded another
—take this consideration shrewdly into account:

47 41 ARJ (1868) 433; 43 ARJ (1870) §62; 44 AR] (1871) 1266; 38 AR]
(1865) 60%: New Albany (Ind.) Ledger-Standard, Dec. 12, 1880,

48 40 ARJ (1367) 921, 1129. Ford, ef al, History of Northeast Indisus, vol. I,
p. 298, The latter refers to " the ofr-repeated story of a railroad corporation going
out and platting their own townsite."

48 Crowfordiville Review, quoted in Indianspolis Semfimel, July 8, 1863; 43 AR]J
(1870} 399; Indianapolis Jowrnal, Jan. §, 1873 (in ics Hlinois news).

60 Cedar Rapids and Missouri River Fail Rosd Company v, Boone County, 34
Towa 45 (1871-72) at p. §}.
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In dealing with our new road from Dubuque north pray bear
in mind that much of the surplus value beyond what we are to
put in is to come from local aid which requires the most judicious
management to amount to much. All such sources dry up at
once with the progress of the road and nothing can be realized
from any locality after they are sure of the road. The aid must
come first or not at all. . . .M

Local Government Planning

From this review of the process of negotiation, two char-
acteristics stand out clearly to define the part played by
municipalities and counties in the movement for internal im-
provements. The first is the limited nature of most of the
government planning involved. The role of the local govern-
ment was typically not the planning of a great system of trans-
portation. It was an attempt to gain a favorable competitive
position for the particular community in a growing railroad
network whose main outlines were determined by forces outside
the control of the local authorities. Few towns were in a posi-
tion to follow Baltimore in employing professional advice on
their projects of railroad promotion or, like Cincinnati, to
embark on the construction of an important road. Early rail-
roads were often the products of local initiative in which the
same groups of men were likely to be leaders both in the com-
pany and in the local government,* and similar local enterprise
continued in the construction of small and branch lines. Bur
the more characteristic situation during the period of most
active local aid was one in which the community—often a small
one—had to make its arrangements with a railroad corporation
from outside. The objects were immediate and local, and ap-
peared urgent to the people of the communities. To attain
them the voters and their representatives made and accepted,
wisely or unwisely, what verms they could.

The second characteristic is the mingling of individualistic
and collective elements in the program. The activity of the
local governments was thought of as providing favorable con-
ditions for individual and corporate enterprise. Except in the

51 John W. Brooks to James F. Joy, Jan. 28, 1871. See note 4§ above,

52 Heath, op. cit., p. 44,
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small minority of strictly municipal enterprises, the public
funds were iddcd to thﬂS-E supp]_ied f,mm privnte s0Urces. ﬁp-
peals for aid were directed according to circumstances either
to government authorities or to private individuals and groups
or to both in combination.

The laws for distribution of public stock to individual tax-
payers seemed to be based on the assumption that as far as
possible a compulsory contribution should be regarded as the
equivalent of a voluntary purchase. When the Mississippi
Valley Railroad was conducting its campaign for local capital
in 1870, public and private subscriptions were specifically
treated as alternatives. The president told the stockholders
that * a relinquishment of individual subscriptions ” had be-
come necessary when the County Court of Tipton County,
Tennessee, had decided to make a corporate subscription. "It
would ", he explained, * have been a manifest injustice to lay
upon citizens who had subscribed private stock an additional
burden in the county levy that would have to be imposed.” ®®

More often, governments and private individuals were both
urged to take part in the common enterprise. Newspaper
stories and even railroad accounts sometimes made little or no
distinction between the two. In the case of the Louisiana and
Missouri, for example, it was reported that the stock had been
subscribed for “ by the counties along the line (including in-
dividual and municipal subscriptions).” ** The Hartford
Evening Post included ™ inhabitants ™" as well as local govern-
ments in the list of those whose donations were serving to at-
tract eastern capital. The Oregon Central in 1868 was the
recipient of state, city and county aid as well as of a land
grant. Nevertheless, private individuals were exhorted to play
their parts. * Every man can help some.” Farmers should con-
tribute food for the workmen. Teams should be freely supplied:

The right of way ought to be cheerfully donated in every case.
Crossties can be easily furnished by persons along the line, each
furnishing a few, and taking their pay in stock or lands. In this
way let a “ railroad spirit ” be aroused and stirred to a deeper
depth.®®

5343 AR] (1870) £68. D442 AR] (1869) 874 B5 41 AR] (1868) 608
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Community effort in support of railroad building, moreover,
did not always cease when judicial ruling or legislation or con-
stitutional provision put a stop to official action by the public
authorities. The Supreme Court of lowa ruled against local
government aid in 1869. [t appeared that this would kill the
proposed North and South Railroad, for which Marshalltown
had voted an appropriation. But the people of the town were
promised that the work would go on if they would raise §32,000
by private subscription. Accordingly, as the Chicago Tribune
reported: * Schools were closed, business suspended, and every-
body went to talking railroad; the band was out on the streets,
and, after a sharp canvass, it was found that $35,000 had been
subscribed, and the road is now assured.” *® Citizens' commit-
tees, boards of trade and chambers of commerce sometimes took
over the function of raising funds for the purposes for which
public appropriations had previously been made,”” and com-
panies continued to ask for what they still called * local aid ™
and to secure it by playing upon the rivalry of competing
towns.™ In cases like these the long-continued practice of local
aid through government means merged into a continuing prac-
tice of assistance through other forms of collective and civic
effort.

Throughout the movement for internal improvements the
grounds on which government action was urged remained much
the same. For nation or state or locality alike, the arguments
ran in the familiar terms of diffused advantages to the com-
munity as a whole—in income and employment opportunities
for the people and in the increase of taxable wealth—that could
not be precisely related to the interests of particular individuals
or secured by private action alone. The intermixture of com.

%8 Quoted in 42 AR] (1869%) 64c,

T For example, Philadelphia Board of Trade, 39 AR] (1866) 589. They had
occasionally done 50 even in cases in which government aid was il permitted.
For example, Detroit Board of Trade, 42 AR] (188%) 254,

%8 Omne of the mosr circumstantial and detailed stories of such rivalry cames from
Ohia long after menicipal aid had been forbjdden. A committee of citizens went
0 Cleveland to consule the officials of the railroad and came back coavinced thar
their town could win the railroad location against its rival if ic would * whack up "
$25.000. It did and became an imporrant railesad point.  Taylor Hampron, The
Nickel Plate Rosd (Cleveland, 1547), pp. 52-63.
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mon and individual interests, and of governmental and private
means, which was characteristic of the movement as a whole,
was particularly marked in the case of local aid. So also was
the pragmatic manner in which governmental measures were
employed or discarded, as the needs of the situation seemed to
demand.™ Local aid activity—though reaching its peak in an
era usually thought of as particularly hostile to government
intervention—was carried on with lictle apparent regard to
general theories of demarcation between the spheres of govern-
ment and business enterprise.

The scope of public planning, however, varied markedly
with the size and jurisdiction of the governmental unit and
with the growth of corporate enterprise. Though certain cities
projected surprisingly far-flung schemes of improvement, the
smaller communities were manifestly in no position to make
plans as comprehensive as those that could be made by the fed-
eral government or by the larger states. When Gallatin pre-
pared for Congress in 1808 a plan of internal improvements
conceived in terms of the economy as a whole, or when the
state of New York completed the Eric Canal in 1825, there
were no large private corporations in transportation. But when
prairie towns and counties voted on proposed railroad appro-
priations in 1870, the guestion was one of aid to an existing
company which had already determined the main outlines of
its route. In terms of government planning, it was a far cry
from the Gallatin Report to the township donation.

An Indiana judge in 1854, in an opinion sustaining a local
appropriation for railroad aid, found in the movement an illus-
tration of his dictum that in the United States “ the political
tendencies are centrifugal.” ® It was indeed characreristic of
nineteenth-century America that the smaller governmental
units—whatever their competence for planning—took on them-
selves so large a part of the responsibility and burden of gov-

ernment aid to railroad construction.

CARTER (GOODRICH
CorumMers UsmvorsiTY

0 Goodrich, ™ Revulsion ™, esp, scc. 4, and " Public Spirit™. See also Public
Aids to Transportation, vol. II, p. 3.

80 The City of Lafayette v. Cox, 5 Ind. 38.
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PUEBLIC AID TO RATLROADS IN THE
RECONSTRUCTION SOUTH*

UBLIC aid to railroads in the Seuth in the years im-

mediately following the Civil War has usually been

discussed as a colorful part of the political history of
Reconstruction. In 1872, the Democratic members of the
committee of Congress on “the Condition of Affairs in the Late
Insurrectionary States’ countered the Republican majority's
findings on the outrages of the Ku Klux Klan with a minority
report attacking the abuses committed by the Reconstruction
governments.! Recklessness and corruption in aid to railroad
corporations formed a major part of the indictment brought
against the legislatures composed of “carpetbaggers’” from the
North, their Southern white allies or "scalawags’’, and the
newly enfranchised Negroes. Later accounts have followed
much the same pattern. Though it is recognized that public
support of railroad construction was often accepted policy before
Radical Reconstruction, the general impression given by the

® “This 15 one of a series of articles prepared under the auspices of the Council
for Research in the Social Sciences of Columbia Umversity.  Previous arlicles were
published in the Porrrical ScigNcE QuarTErLy, “"National Plaoning of Internal
Improvements'”, vol. XLIII, No. 1 (March 1948), pp. 1544 ; " The Virginin System
of Mixed Enterprise: A Study of State Planning of Internal Improvements'™,
vol. LXIV, No. 3 (Sept. 1949), pp. 335-387; and "Local Government Flanning of
Internal Improvements'’, vol, LXVI, No. 3 (Sept. 1951), pp. 411-445; in the
Joirnal of Econmnic History, '“The Revulsion Against Internal Improvements’,
vol. X, No. 2 (Naov. 1950), pp. 145-169; and (with Harvey H, Segal), " Baltimore's
Aid to Railroads: A Study in the Municipal Planning of Internal Improvements'’,
vol. XII, No. 1 (Winter 1933), pp. 2-35; and in the Proceedings of the American
Philosophical Society, "Public Spirit and American Improvements”, vol. 92, No, 4
(Oet, 25, 1948), pp. 305-309.

The author has profited by the perceptive research assistance of Mr. Nathan
Miller, The principal source used was the admirable collection of state documents
in the New York Public Library., [Use has also been made of the Librury of Con-
gress, the Columbia University Libraries, the Alabama State Library at Mont-
gomery, the Stute Library and Archives of Tennessee at Nashwille, and the public
libraries of Nashville and of Mobile, Alabama.

1 Report of the Joint Select Commiltee o Inguire into the Condition of A fFoirs in the
Late Imsurrectionary States (Ku Klux Conspiracy), 13 vols. (Washington, 1872).
This will be cited as Ku Klux Repori,
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literature 1s that of an “orgy" of extravagance, bad judgment
and financial corruption under Radical rule followed by a return
to honesty and financial prudence when the victory of the Dema-
cratic or Conservative party brought “Redemption” and the
restoration of white supremacy.

Yet in the long history of American attempts to promote
internal improvements by public action, railroad aid during
Reconstruction is not a wholly isolated phenomenon., It may
therefore be of value to reéxamine it in the light of our increased
knowledge of internal improvement measures in other regions
and other periods, and in the light of the economic conditions
and the transportation developments of the time,

For such an examination, the first requisite is a general view
of the measures adopted by Southern legislatures and con-
stitutional conventions. Table I on the following pages attempts
such a conspectus for each of the eleven states that formed
part of the Confederacy. It is arranged by wears, from 1866
through 1879, and also with relation to the major political
changes. The area between the heavy lines is intended to
represent for each state the period of Radical Reconstruction
in the conventional sense of the term, during which the Radical
party was in control and the state met the full prescriptions of
Congressional Reconstruction, including the admission of Ne-
groes to franchise and office and the disenfranchisement of
citizens active in the life of the Confederacy.! In the cases of
Virginia and Tennessee, which did not expenence reconstruction
in this full sense, the single dividing line is drawn at the point
fulfilling the three conditions of Negro franchise, restoration
to the Union, and control by the Democratic party. The lower
part of the Table thus represents the condition after Whﬂit
Southern writers commonly describe as “‘Redemption’, ﬂ"% "
is extended through 1879 in order to take account of the situation
following the end of Reconstruction in the last group of states
at the beginning of 1877.

! The dates for the end of Radical Reconstruction conform in nﬁﬂﬂjgﬁjﬁ
given in William A. Dunning, Recomyiraciion, Political and Ecomomit, s
(New York, 1907), map opposite p. 114. In the case of T::ﬂ.i-, the elec i
Conservative legislature in 1872, rather than of 8 Conservalive EOVErnor

is taken as the turning point,
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Some of the legislation consisted of general enactments setting
forth conditions under which state aid would be given or local
aid authorized. These appear in the Table as '‘general state"”,
“general local”, or “'general county'. Much more often, the
laws extended aid to a particular railroad eor permitted par-
ticular communities or groups of communities to render such
aid. In these cases, the entries indicate the number of cases
and the agency, for example, 1 state" or "B local”. In the
case of a state, financial aid most often took the form of the loan
of its own bonds er its endorsement of the company’s; the amount
15 given where possible in absolute figures or as a rate per mile.
In the case of local authorities, the most common type of aid
was subscription to the company’s stock. The entries in italics
indicate actions on the other side of the ledger, including the
repeal of aid legislation and constitutional prohibitions against
further aid.

The Table represents the intentions of the legislatures and
does not measure the burdens actually incurred by the govern-
ments or the amount and timing of the aid received by the
companies. Railroads often failed to meet the conditions
specified for the granting of aid, or met them only over a period
of years. Local electorates sometimes voted against the sub-
scriptions authorized by the legislatures. The contingent
liability incurred in the endorsement of a corporation’s bond
might or might not become an actual one. TFrom the side of the
corporation, a million dollars received in depreciated state
bonds would do less than a million dollars’ worth of construction.

Within these limitations, an examination of the Table dis-
closes certain significant characteristics of the movement for
railroad aid. The first is its ubiquity. Not one of the eleven
states failed to use public money to promote the development
of railroads. The second is its variety of forms. Particularly
striking is the number of expedients found for giving assistance
without directly involving the money or credit of the public
agency. Texas had lordly acreages of land to grant, and other
states could give lands forfeited for taxes or swamp or over-
flowed lands or what remained of earlier federal grants. In
almost all cases, railroads were allowed generous rights of way
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TABLE 1
RATLROAD AID LEGISLATION TN THE RECONSTRUCTION SOUTH: 1866-1879
ST N T TP s ER e e ez = o S —
SOUTH
LOUISIAKA CAROLTNA FLORIDA MISSISEIPPI ARKANSAS
3 uea b i etate (land)
R 1 local
1 $6,500 per mi.)
186 ,
1 siate 1 atage Cnerieral atate
{wmy nnd materi- {way and materi- | (§10,000 per mi )
s als} fy foeal
1867
A state suspension of eardi- [ const, Jorbids  lox | const, forbids stale | Slale ard reguires
[1 $25.000; er skole aid for corpiralion loaw of cedit or | volers opproval
1 6,000 per mi.s | 1 state I atate stock subseripiion | geoeral state ($10-
1548 | 1 way and materi- | ($4.000,000 plus | (woy and materi- 1500 per mi.)
als) £ 20,000 cazh) mls) and cooniy
1 Il 1 loem] I Lol
3 it L atate general county gerieril gtare
(2 $12,500 per mi.; | OF $50.000 plus re- | 2 ste {forfeited lands)
LBER ' FLERL LT pewr] enrlisr aid; | (S04 000 per mi}
1 £500.000 plus de- | 1 state
ferment of lien) | {woy and muateri-
alg)
| stage partial  sale raid- | § state I gale
($12,500 por mi| rocd sock (2 addt'l $2.000 | (way and materi-
ping  §3 000, D0H) per mis; al=)
1230 { Tercal 1 $10,000; 8 locl
1 %12 504k
1 §14.000)
5 mtate 1 liscal penern] etale I
(1 $2.500,000; I wtate {deferment (§4.000 per mi.;
3 12500 pet mil.; | of Hen) 1| stote [T, stock)
1871 1 $7.500 frarifal zale rail- 4 state (way and
rood slock s teriela)
[ loeml |  smte (cheap
hand)
[1 loacil
1 stute 1 state (exchunpgs) geeneral ool
(Fi2500 per mi.) |1 hoeal 1 etate |
I etate (way) cratst. Jorbids shate {34,000 per mi) |
(K32 lHam wiikowl ap- 5 ginie  (cheap
frooal 25 polers kaavel ) ; |
6 state (way aond |'
apkent et iadgh
- 17 local | .
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=N EL-}I[ ROAD AID LEGISLATION IN THIE RECONSTRICTION SOUTH: (s6-1870
MNORTH |
ALABAMA TEXAS CEORGIA CAROLTINA VIRGINLA TENNESSEE
J Tocal general state stobe Tomd I seate 3 [oeal 41 state
{10 sections  per | ($1.500,000) (I femewnl 324§ | (9 $10.0080 per mi.;
mi, ) 1 state stock  smbacrip. | 37 1otal §7,147,0000
general locu) (F10.000 per mi)| tion; | 1 tocal
B state (End) Floamal 2 gecuritje)
I stmte (wmy) 2 local
[ bocnl
general state T focal 1 state 23 state
($12.000 per mi) (eoncession on (2 $5.000 per mi.;
3 focal lim ) 3 510,000 17 tevkml
general loeal £3 005, O0);
2 Joal I way and mater.
al=z]
8 |l
1
genernl state 1 local 3 state T siale 5 e
(16000 per mi.) | (1 58,000, (2 $10,000 per mi,; (2 $10,000 per ml.;
genetal Jooml 1 $10,000; 5 tocal $4,050,000) | SO0
2 locz] 1 812,000 per mi.) | Z local 1 §5.000;
congd. forbids stale 2 total $140,000)
subaerhivon genernd locil
T locald
const. jorfdds land | 4 state 8 mtate courrt. forBidy stafe | | stilte
prants (1 58, 00 (1 8520 R paer mi; sy erestean or | (S2.000  per  mild
| 1 $12,000; 7 total $12150.- | gramf of credit Fil (=t
| 1 $15.000 por mi.) | ONHN]
{1 local (hind) genetal comnity
4 local
5 state | etage 20 miate 4 foeal | =tate | repeal of slale afd™
(1 §16,000; (§10.000 per mi.) | (16 §12,000; frenewnl of guar- | 10 local®
1 addt']l  $6.0000 | T mate Il %15.0¢Hk; Antesl cosd. forbids siale
per i fway and mnteri- | 253,000 additional 10 lew=al loan or sbguri -
I 52 S, Cale); sl per i) from
1 530000500 2 leeal 5 local
2 loeal deage of siale pocd
1 loesl 7 gtals B hoca| repeal of atale oid | 8 loeal geroeral local
(51,000 000 ($10,000 per mi) 22 loeal | state  dnlerest  iw | {further  special
17 mtate (way wndd Fatilromdsdo be sodfd | laws pon Pegqiiited )
materials)
2 sipte [way)
goeneral |ocal |:
& Bowl
4 Joead 10 local & Lacul 12 local
|
|
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THE RECONSTRUCTION SOUTH: 1866-1879

a5 - e = = —_— S ——— =
S0OUTH
LOUISIANA CAROLINA FLORIDA MISSIESIPPL AREANSAS
A= | i smte Caay) 4-local repeal of stales fi- [T state genera] ool
T waneciol aid (1 $10,000 per mi.; | 11 state
1 §3.000; (forfefted land)
1 way: 1 local
1873 3 way gnd materi-
nla;
I cheap land)
9 Jocal
2 tate 8 loral generalatate (land) | 2 Jocal comst, forbids local
(way and materl- 2 state aid and glale lpam
als) (1 Janad of gredis
LEBT4 2 bowal 1 way and moteri-
| repeal lapzed als)
Eramiy
1 state 2 lorcul eonsl. forlids state | 1 stake 1 =taie
femy and materi- loam or subrerip- | [pPevicos rr, loans)] (forfelted and
als) tiom or foce! oid | 1 local swamp Band)
1875 :
!
|
T
1 state
1876 | twwy dod materi-
1 als)
2 local
2 riate 2 local 2 state 1 mtate
{way and materi (omy - and materi= | (relinguishiig
als) alg) | loan)
1877 repeal I local
I state T local 1 state
{822,000, 000) (cheap land)
1878 o St 3 Jocal
(way and materi.
)
E Incal
1 aente 1 ozl 1 piate (wayd 7 itat_e
1870 (transfer of land 1 state (land, way (forfeited and
Erant] and materinls) swamp land)
= 4 arate (and) = e

Hﬂll_l"-‘-l.‘: Session Laws of the eleven states. The area within the heavy lines represents the pariod ol Radical Recon-
struction, that below the lower line the period after *Redemption®,
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TABLE 1 (Confinued)
RAILROAD AID LEGISLATION IN THE RECONSTRUCTION SOUTH: LRG6-[ 370
‘ NORTH
ALABAMA TEXAS GEORGIA CARDLINA VIRGINIA TENNESSEE
gEneral stata 20 atate 1 locnl 3 Iocal & [oco] i B
1§4.000 per mi, (26, 16 sections; 1,
in exchange for] 20: 2 way and
$L6,000 endorse- | materizle)
fient} 1 geaeral (way and
materials)
21 local
(14 mnd only)
11 state 1 etate 4 focal 4 loci]
(1. 20 sections; 6 | (rr. stock)
16; 3, 12 or 16;| I local
1, B} repeal of tlale aid
I bocal (knod)
parhial repeal locol
1 iocal 19 etate 1 local &% loal i local local aid by Nosh-
comst, forbids stote | (1, 20 sections: 17, 1 etate piile forbidden
works or loon or| 16; 1, 4) {purchase majority
locel oid; repesl | 9 local intercat $850,.000)
siaie gemervod {7 fomd} .
comsl, forkide local
aid,  sitle  graml
TSy
gtate genersl 1 leml & local
{ {16 scctions per
THiL. )
? gtate 1 state i Joeal
(1 loan, 1 way)|(adde $1.50 per
| 2 ol ahore)
comsl, forbids sfala | ] siage
and lpeal aid ($70.000 per year
for purchased rr}
& el
5 local
1 etate £ loscal
{§50, 000
[ Il

——

* The repeal law and one of the Incal laws were adopted in December 1860 ufter the Democratic vietory In the fall elec.
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through the state lands, usually with the privilege of taking
from them timber and other necessary maternials?

O greater interest is the question of the relationship between
railroad policy and political régime. The Table demonstrates
that the answer is neither simple nor uniform. There are, to be
sure, a number of cases which conform rather closely to the
stereotype of extensive aid under Radical rule and sharp re-
versal of policy after Redemption. In Arkansas and Tennessee,
Democratic régimes adopted constitutional prohibitions within
their first year of office. In Alabama and Georgia, state aid
ceased no less abruptly after the “Redeemers” came into power,
though constitutional prohibitions did not follow until 1875 and
1877.

But four other states—Louisiana, North and South Carolina,
and Florida—show a different and somewhat unexpected pattern.
In these the revulsion against lavish subsidy to railroads oc-
curred under Radical rule before the Conservatives recaptured
power, which in three cases took place only at the very end of the
Reconstruction period.

There remain three states which fit into neither of the cate-
gorics, The experience of 7Texas was rendered exceptional
by the vast territories at the disposal of the state government,
and here the land grant was by far the most important form of
assistance. A first glance at the Table might even suggest
that the case was the opposite of the classic one. A convention
dominated by Conservatives adopted in 1866 a constitutional
provision, never used during Reconstruction, permitting state
endorsement of railroad bonds at the rate of $15,000 per mile.
in the same year the legislature reénacted an 1854 statute which
offered sixteen sections per mile to any ratlroad fulfilling the
specified conditions. On the other hand, the framers of the
Reconstruction constitution, which was adopted in 1369, re-
garded this policy as “profligate’* and forbade land grants
altogether—a restriction which remained in force until 1873.
In this respect Redemption was followed mnot by restraint but

i = - - 2
] D‘-hﬂ'_Pﬂ“lmﬂ. not given in the Table, were provisions for tax exemption, often
ticluded in railroad charters, and the free use of convict lubor for construction.

L] -
S.G. Reed, A History of the Texas Railroads (Houston, 1941), p. 149,
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by more liberal largesse. The self-styled ' Liberators of Texas",
who took over control of the legislature in 1873, offered in that
year sixteen or more sections per mile to no less than twenty-
seven railroad corporations and continued the land-grant pﬂli;}’
im subsequent years.® The greatest controversy, however, and
the principal charges of corruption were over two measures for
the donation to railroads of large issues of state bonds. These
acts were both passed during Radical Reconstruction, though
the bonds were never issued. Tt was a Democratic legislature
which substituted land grants for them, and it was a convention
under Democratic control which in 1875 outlawed state grants
of money as well as further aid by local authorities.

Yet party lines were by no means clearly drawn either on the
issue of financial or of land-grant aid. A Republican newspaper
denounced the Democrats in one vear for favoring “ruinous
ralroad subsidies" and in another for being “anti-railroad ox-
cart demagogues”.? The most controversial of all the Texas
measures of railroad subsidy, the law of 1871 which offered
£6,000,000 in bonds or 14,400 sections of land to two companies
of what became the Texas and Pacific system, was carried
largely by Democratic votes over the second veto of a Radical
Governor.’

Another case, that of Mississippi, 15 less of an exception than
is commonly supposed. Because of the constitutional prohibi-
tion against the loan of the state's credit adopted by the so-
called “Black and Tan Convention” of 1868, Mississippi has
often been thought of as largely immune to the fever of railroad
subsidy.® It did grant less aid than most. Yet local authori-
ties, urged on by newspapers within the state and outside,

s By 1882, when the land-gront legistation was finally repealed, the companies
had received more than 32,000,000 acres. Reed, op. cit., p. 157,

® Sun Antomio Express, Aug, 3, 1870; Aug. 2, 1874,

7 Charles W, Ramedell, Recomstruction in Texas (New York, 1910). pp. 307-308.
Ku Klux Report, vol. I, p. 212. In the preceding year, the veto had been barely
sustnined, 3 Democrats and 35 Republicans voting for it, and 27 Democrats amd
31 Republicans against. San Antomio Express, Aug. 3 and 6, 1870. See also
Charles 3. Potts, Railroad Transporiation in Texas (Austin, 1909), p. 96,

3 James Wilford Garner, Reconstraction in Mississigpi (New York, 1901),
p. 281, but see also pp. 2858-289, 302-303, 329,
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gave assistance 1o railroads to an extent which the majority
of the Ku Klux Committee regarded as extravagant." Moreover,
as the Table indicates, the state government itsell found a
variety of assets which could be transferred to the railroads
without direct violation of the constitutional provision. Most
of these expedients were devised by Republican legislators,
and no Democratic votes were cast in favor of the controversial
act of 1871 appropriating $4,000 per mile for railroad aid out
of actual or anticipated balances in the State Treasury. Yet
part of the Democratic press applauded the measure, admitting
that ‘“‘even its evil parentage’ could not “hide its mtrinsic
good." When the Redeemers finally came into power in
1876, they rejected the recommendation of the holdover Re-
publican Governor to repeal the act giving $8,000 per mile to
the Vicksburg and Memphis and contented themselves with
tightening the conditions of the grant.

Virpinig, a state which did oot experience Radical Recon-
struction, was the only one of the eleven which gave no direct
state aid to railroads during the period. As the result of its
vigorous ante-bellum program of assistance to internal improve-
ment, the state held a majority of the stock in most of the
Virginia railroads and was the sole owner of several. These
roads, like those of the rest of the South, were in poor physical
condition at the end of the war. Instead of embarking on a
policy of new mvestment, the Virginia legislature in 1871 de-
cided to sell its railroad securities and apply the proceeds to the
improvement of the state's immediate financial position. Rail-
road leaders took an active part in state politics, and in this
case charges of undue subservience to railroad interests have
been made not against Radicals for lavish subsidy but against
Conservatives for selling railroad assets at too great a loss and
without adequate provision for future regulation.! On the
other hand, local government agencies in Virginia, like those in

o "
Ku Kilux Report, vol. 1, p. 369. See also Mohile Register, Oct. 24, 1871

"W Liberty Herald, quoted in Jackson Mississippi Daily Pilot (Republican),
June 8, 1B7]. See also the Piloi, June 3 and [2.

11
C. Vann Woodward, Reunion and Reaction (Boston, 1951), p. 41.
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many of the other states, continued throughout the period
their active aid to new railroad construction,

Though no brief summary could do justice to the variety of
Southern railroad experience and policy during Reconstruction,
it may be of service to attempt a comparative analysis of the
two principal groups of cases outlined above. Since it seems
impossible to write on this period without using the words
coined by one side in the controversy, they will be discussed
under the headings “Orgy and Revulsion” and “Revulsion
Before Redemption™'.

Orgy and Revulsion

If the partisan epithet of “orgy’ fits any part of the story,
it may certainly be applied to Georgia in 1870. The Congres-
sional conditions for restoration to the Union were not fully
met until the beginning of that year, since the legislature of
1868, though clected under the Reconstruction Act, had expelled
its Negro members. At the end of 1870, the Conservatives
carried the election. There was therefore only a single year of
Reconstruction in the strictest sense. Within it, the legislature
voted to aid twenty-nine railroads by bond endorsement at the
rate of $12,000 or $15,000 per mile; and in some cases the Gov-
ernor endorsed the bonds with suspicious promptness. Some
three million dollars’ worth of these endorsements, on the bonds
of three companies, were later repudiated by the state on the
ground that the railroads had not complied with the require-
ments of bona fide investment and construction. An investigat-
ing committee appointed after the Democrats regained control
found it "“worthy of remark” that "the State’s trust was only
abused upon" the three roads whose president was a close
business associate of the Governor's, and it also charged that
the measures themselves had been "pushed through this bastard

gt .

Legislature, by the infernal force of gold"'.
Another indignant committee investigated the management

of the state-owned Western and Atlantic Railroad. 1t col-
lected accusations and admissions of guilt and presented them

12 peport of the Committee o Imvestigale the Bomds . . . issued or megolioted
since July 4, 1868 (Atlanta, 1872), pp. 5, 183. Italics in original.
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under exclamatory headlines.' But it 15 not necessary to
evaluate this “raw file'' of data to reach the conclusion that the
state's property was plundered. Of this the financial record
seems a clear indication. On the eve of the war, the net earnings
of the Western and Atlantic had reached $450,000 a year. In
1866 the state borrowed $1,500,000 to put it back nto good
copdition. ‘Through most of the year 1869, the road paid into
the State Treasury $23,000 a month. At the end of 1870,
private interests contested eagerly for the privilege of leasing
the road at a monthly rental at the same figure. Yet under
Radical administration in the vear 1870, the state road incurred
2 deficit of at least $500,000.H

At the end of this remarkable year, the road was leased for
twenty years to a private company., There were two principal
contesting groups, one closer to the Governor, the other manag-
ing to enlist the support of Northern raillroad and political
interests. ‘‘By some combination on the last day in the mom-
ing,”’ the rival parties entered a single successful bid at the
minimum rate provided under the law.'* Dunng the twenty
years of the lease the company made a substantial margin over
the monthly rental of $25,000, though apparently it would
have suffered a small loss if the figure had been $30,000 instead.™

1 The Evidence taken by ihe Joint Commitiee of the Legislature . . . o investigaie

the management of the Stale Road under the adminisiration of R. B. Bullock {Atlanta,
1872).

" 14 paid $45 000 into the Treasury but ran up heavy debts, N. P. Angier,
the State Trensurer, testified in 1872 that more than $400,000 had been paid on
this account during his term of office. Ku Kiux Report, vol. VI, p. 137. His last
Treasurer's Report, for 1872, contains the item: “Further unsettled claims ngainst
W & A RR—5120,000," Reports of later Treasurers indicate that the state was
paying on this account as late as 1877, Other estimates of the debt total are

700,000 and §730.000 €. Mildred Thompson, Reconstruction in Georgia (New
York, ]‘915}'_. pp. 238, 245, gives the figure as “nearly three quarters ol a mitlion”,

though pointing out that the eondition of the books made impossible un accurate
computation,

i ] ; ;
" Testimony before the Joing Commiltee on the Legislature of the State of Georgia 1o
invesiigale the foirness or unfairness of the contract knowsn as the Lease of the Weslern

and Atlantic Railroad (Atlanta, 1872), esp. p. 6. Thompson, op. ¢i., ch. vi, gives
an account of the “intricate™ negotiations.

R . L
bhvidends paid during the lease were $665 891 98, the eredit balance at the
end was $343,060.52, and the state later paid a cloim of $99.644.04, Junes Hovston
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When the Redeemers came into power, they reacted promptly
against Radical recklessness in railroad finance. The flood of
measures for state aid ceased abruptly, though some twenty
statutes authorizing local aid were passed in the years from 1871
to 1877. The legislature of 1872, though condemning the
manner in which the lease of the state road was obtained, de-
clared that the contract itself was "a most advantageous one,
as it secures a fair sum certam for the treasury, and removes
the road, with its business complications, from the politics of
Georgia, which of itself 15 a consummation devoutly to be
wished.”” TIn the same year the Democrats began the process
of repudiating what they considered the fraudulent commit-
ments of the previous régime. In 1874, the legislature repealed
all earlier provisions for bond endorsement, excepting only a
few cases in which a vested right had been established by actual
investment and construction. Delegates to the Convention
of 1877 declared that one of its main objects was to put an end
to railroad subsidies,'* and the constitution as adopted pro-
hibited both state and local aid.

Yet even in Georgia, the contrast in railroad pohcy between
Radical Reconstruction and the remainder of the period was
less than absclute. During the wyears before 1870, powerful
pressure was building up in support of liberal subsidy to rail-
roads. The Conservative legislature of 1866, in addition to
providing for the repair of the Western and Atlantic, passed
measures offering state aid to a number of other railroads. The
Giovernor protested that there was no “precedent for genmeral
aid” of this sort and insisted that Georgia's traditional policy
of confining assistance to one or two trunk lines, and mainly to
the single state road, was still “the wisest, safest and maost

"

Johnston, Western and Allaniic Railroad of the State of Georgia u.&.tlun.m. 1931},
pp. 67-70. If there is no duplication between the second and third It.i.'!"l-l‘.-'-. the
total return to the stockholders was £1.108.596.54, or an average of a little over
£4,600 per month. The next lease was made for 29 years at 835,001 per month,

Itid., v. 72.
17 August 26, 1872, The bill authonzing the lease had been intreduoced by a
UDemocratic member of the 1870 legislature.

8 4 Stencgraphic Report of the Proceedings of the Constitubional Convention
(Atlanta, 1877), esp. pp. 297, 298, 300,
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comprehensive plan.’? He made one reluctant exception, in
the case of the Macon and Brunswick, and vetoed the bills for
aid to the other companies. The pressure mounted still further
in the legislature of 1868-69, and acts were adopted to endorse
the bonds of seven compantes. It was this body, in which
control was divided between Republicans and Democrats, that
broke with Ceorgia's traditional policy before full Reconstruc-
tion began.

Tennessee was never in the strict sense a Reconstruction
state. Restored to the Union in July 1866, it was not reor-
ganized under Congressional regulations; but many of its white
citizens were diseniranchised in 1865 and sufirage was extended
to Negroes in the following year. A Radical régime gave liberal
aid to railroads in what its opponents later called "a carmival
of revelry and corruption,”®® and the Democrats who took
control in December 1369 provided one of the sharpest and
most immediate cases of reaction against the policy of state
assistance,

The Radicals inherited an ante-bellum system of state aid
and some 1,300 miles of railroads badly in need of post-war
rchabilitation. To assist in this process, the companies pre-
viously aided were excused from interest payments on their
state bonds until 1870, and new bonds to the amount of nearly
£3,500,000 were voted in January 1866. Additional legislation
before the end of the year provided aid in no less than twenty-
six cases, mainly for new construction. Several other measures
were adopted in 1867, and in December of that year an *'Omnibus
Bill” was adopted granting new aid to fifteen railroads.

Under the Radicals, the companies received a total of nearly
$14,000,000 in state bonds. In wviolation of the provisions of
both the pre-war and the post-war acts, the bonds were generally
disposed of by the companies at less than par, and the require-
ments of bona fide private subscriptions and of prior construction
were frequently evaded. In one of the more extreme cases,

i o i

Senate Jowrnsl, 1866, pp. 445-446; House Journal, 1866, pp. 244-246. Milton
C. Heath, Constructive Liberalism (Cambridge, 1954), empbasizes the uniqueness
of this aspect of Georgia's ante-belium policy.

Mo
"The State Debt Report of the Committee to Investigate It"”, A ppendiz to the
House Journal, 1879, p. 15,
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jtha: Tennessee and Pacific had up to 1870 received $1,185,000
if .state bonds and $600,000 in coun ty bonds as compared with
paid-up private subscriptions of less than $17,000.2

‘f.".‘.harges of corruption centered on the passage of the “Omnibus
Bill” of 1867. The majority of a committee of the Democratic
legislature of 1879 declared that recruits for this “assault on
the Treasury’' had been gathered “from the pulpit to the bagnio,”
with additional advice from a ‘‘female spiritualistic medinm."
The minority report conceded that there was “strong presump-
tive evidence” though not legal proof “‘of bribery and corrup-
tion."'*

There was no doubt of the reaction when the Democrats came
mto power. One of the first acts of the legislature which met
at the end of 1869 was a repeal of state aid, and the constitutional
convention of the following year adopted a provision forbidding
future aid. In both bodies, the sentiment was overwhelmingly
in favor of dissolving the partnership between the state and the
railroads, which one delegate described as “‘the dead bodies . . .
tied to Tennessee,”#

Tennessee thus furnishes a sharp contrast between Republican
and Democratic policy toward railroad aid. Vet there were
at least some signs of revulsion before redemption in the mild
cautions of Republican governors in messages of 1868 and
1869,* in the campaign of a Republican paper against state
management of railroads,® and in the vigorous intervention
of the State Comptroller which helped defeat a second Cmunibus
Bill in 1868.2% On the other hand, the earlier Radical meuasures
of railway aid seem to have had very general popular support.

1 Tennessee Ceneral Assembly, Appendiz to the Semate and House Journals,
36 Assembly, 2 and 3 Sessions, 1870-71, pp. 1-255, 327-670, 721-994,

2 The State Debt”, loc. cit., pp. 16, 17, 29-30.

23 srashville Ifmion ond American, Feb. 1, 1870, Nov. 25, 1869, "The State
Debt", loe, i, p. B0.

% pashville Press and Times, Nov. 11, 1868, June 18, 1869,
25 rbid., Feb. 14, Feb. 20, Nov. 10, 1868.

"8 Sianley J. Folmsbee, in Philip M. Hamer, ed., Tennessee: A History, 1673~
1932 (New York, 1933), vol. I1, p. 668.
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A Republican paper was able to list names to show that about
nine tenths of the bonds issued had gone into the hands of
Democratic railroad presidents®” ““The public debt of Ten-
nessee”’, declared a Democratic editor in 1873, "represents an
actual investment which has more than doubled the wealth
of the State and which by the operation of railroads, and their
accumulation of capital is daily adding thereto.”®

Finally, it should be noted that the Democratic revulsion
did not extend to action by local authorities, which had been
authorized by the Radicals in some twenty cases. The same
legislature which repealed the state aid program adopted ten
measures authorizing local aid, and in 1870 the Democrats
passed a general law liberalizing the conditions for such assistance
and making it unnecessary to come to the legislature for a
special law in each instance.

The case of Alabamae is a less perfect illustration of “‘orgy
and revulsion”. It is true that the greatest open-handedness
toward the railroads was shown by the Radicals and that the
Redeemers closed the history by constitutional prohibition.
But the differences between pre-Radical and Radical legislation
were less great than in some cases, and important steps toward
readjustment were taken some time before the Conservatives
returned to power.

The legislature of 1867, responsive to appeals for railroad
building to make “the hills and valleys of Alabama . . . vocal
with industry,'"*® adopted a general law offering state endorse-
ments of railroad bonds at the rate of $12,000 per mile. “This
act served as a basis for all of the state aid laws" of the Radical
period.* The first Republican legislature, meeting the following
year, promptly amended the act by easing its conditions and

T WNashville Tennessee Tribume, Nov. 13 1871]
2 Naushville ['nion and American. Feb. 16, 1875,
=0 = -
Tuscaloosa Obserrer, quoted in Mobile Daily A dvertiser, Aug. 28, 1867,

* A. B. Moore, "Railroad Building in Alabama During the Reconstruction
Period”, Jowrnal of Southern History, vol, T (1935), p. 422, This article, pp. 421-
441, is one of the few treatments of railroad aid during Reconstruction which
relate it to developments in other parts of the country.
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raising the rate to $16,000 per mile. Tt also adopted a general
measure providing for local aid.® The next legislature author-
1zed & number of additional endorsements, including one in-
creasing the rate per mile to $22,000, and voted $2,000.000 in
state bonds to the Alabama and Chattancoga. By September
30, 1871, endorsements under these warious acts had reached
$13,120,000, and $2,300,000 had been issued in state honds®

The stories of corruption center on the session of 1870-71.
It was at this time that J. C. Stanton won such a reputation
as lobbyist for his own and his brother's railroad interests that
it was said “'that other railroads could do nothing without giving
him a large slice.””™ The unfortunate Jere Haralson, perhaps
the most often quoted bribe-taker of the period, received sixty
dollars in a hotel room but believed that his more sophisticated
colleagues were collecting several hundred dollars apiece.® The
Radical Governor confessedly issued bonds and signed railroad
endorsements in violation of the conditions requiring prior
construction, and in one case made endorsements for a greater
mileage than the road had been authonized to build. The
Democrat who succeeded him, in a partial hiatus of Radical
rule, was himself accused by a committee of the Democratic
House of illegal endorsements and of gross laxity in keeping the
records of railroad aid.®

After 1870 there was no further legislation calling for state
financial aid, though two measures were passed in 1871 to borrow
money to meet unpaid interest on the bonds of the Alabama and
Chattanooga. The legislature of 1872-73, with the Republicans
again in full control, authorized the purchase of this railroad,

N walter 1.. Fleming, Civil Wor and Recemstruciion in Alabama (New York,
1905), pp. 604-605, tabulates the heavy commitments made by a number of
counties under this and subsequent legislation.

* 1 egisluture, Public Documents, 1871-72, p. 91.
® Memphis Daily Adeeriiser, Feb. 8, 1871,

H Fleming, op. cil., p. 594 Kn Klux Report, vol. 1, p. 319. See also House
Journal, 187172, p. 236 and passim.

* John Witherspoon DuBose {James K. Greer, ed.), Alobama's Tragic Decade
{Birmingham, 1940), pp. 180, 183, 339-342. See also Awu Klhix Report, vol. 1,
p. 172. The Radicals retained control of the Senate.
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now in bankruptey, and its sale to private interests. In 1873
a measure was adopted to substitute smaller fixed obligations for
larger contingent ones hy offering the railroads $4,000 per mile
in state bonds in exchange for the return of $16,000 per mile in
endorsements. Under this act, over »5,000,000 in endorsed
bonds were exchanged at what a modern historian has described
as “a large saving to the state.”® But contemporary opinion
on the measure was sharply divided, and in this as in other
cascs the divisions failed to coincide with party lines.** Though
the act was carried mainly by Republican votes, it was praised
by a leading Democratic paper as “a great financial measure,
since it
would at the same time save the public credit and stimulate
internal improvement.” On the other hand, the Stafe Journal,
official organ of the Republican party, denounced it as an in-
iquitous scheme of the rich corporations. ‘“They put up a poor
mouth, and beg for another teat whereby to suck away the life
blood of Alabama."*

The Conservatives came into power by the elections of 1874,
In 1875 they adopted constitutional prohibitions forbidding
both local aid and the loan of the state’s credit. By negotiations
with creditors, they succeeded in still further reducing the burden
of the state’s railroad obligations. But such reductions had
already begun in 1873. A recent historian has noted the ex-
tensive increase of railroad mileage under the Radical régime,*
and the State Auditor, in 1877, gave a somewhat unexpected
valedictory on railroad aid in Alabama. He did not wish “to

worthy of the conception of the genius of a Neckar,”

¥ Moaore, Ioc. cil., p. 439

T Horace M. Bond, Negro Educalion in Alabama (Washington, 1939), ch. iv,
Suggests that some of these variations may be explained by the fact that the Stan.
ton railroad interests were particularly close to the Repuhblican party while their
rivals of the Louisville and Nashville had closer relations with the Democrats
'I"J:u: Republican Montgomery Alabama Siate Journal appealed to popular feeling
agamnst the outsider L. & N, interests on April 8, 1873. But sp, in another con-

nection, did the Democratic Mohile Regisier on March 9 and 10, 1875,
% Mobile Daily Register. April 5, 1873

a Montgumery Algbama Seate Jowrnal, April 6, 1873,

a0
Moore, loc. cit, p. 441, See also Table 1T below.
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defend the policy of subsidizing corporate companies,” but he
felt it tus duty to pomt out “that the state is not reeling under
the effert to carry a fraudulent railway debt and that she stands
at this day almost in the attitude of a beneficiary of that dan-
gerous policy." !

The case of Arkansas falls only doubtfully under the heading
given above. Itistrue that the first Radical legislature promptiy
submitted to the people a liberal general aid law calling for state
bonds of $10,000 per mile for roads receiving federal land grants
and of $15,000 per mile for others and that this was carried
almost unammously by popular vote. A swarm of promoters,
some of them evidently counting on their political influence,
chartered no less than eighty-six companies to take advantage
of the lJaw. Many of them were new men, unlike the old-line
Democratic railroad presidents who received most of the aid
in Tennessee. The Republican Governor was accused of receiv-
ing bribes and of irregularities in the issuance of bonds. Within
the first yvear of Redemption, moreover, a constitutional con-
vention adopted provisions forbidding both local aid and the
state's loan of credit.*

If this seems to conform to the classic picture of Radical
recklessness and Redeemers' revulsion, certain qualifications
are nevertheless required. Only five of the many corporations,
after some consolidation of smaller companies, actually received
state bonds. More attention has been paid to the guestionable
wording of the ballot in the 1868 referendum, which read simply
“For Railroads” or ‘‘Against Railroads™,* than to the fact that
the Conservative legislature of the previous year, unhampered
by the restriction in the Reconstruction constitution against
state aid without vote of the people, had adopted over the
Governor’s veto a similar measure giving aid at $10,000 a mile.

A Redort of the State Axditor of Alabama, Sept, 30, 1877, p. 6.

L Thomas S. Staples, Reconstruction in Arkansas, 1862-1874 (New York, 1923),
pp. 360-366. Powell Clayton, The Aftermath of the Civil War in Arkansas (New
York, 1915), ch. xi. House Journal 186869, pp. 24, 664-665; 1871, pp. 370, 538
541.

“ This irmegularity was later used as o basis for repudiation of the bonds issued
under the act. Staples, op. cil., p. 252, points out that the issue was “‘kept squarely
before the public’” in an exciting campaign.
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As late as 1870, a Democratic newspaper was claiming credit
for this measure to show, as it put it, “that our own people
set an foot this spirit of improvement before the cormorants
came.™ The same legislature also adopted measures for local
aid.

During the six years of Radical rule, the railway mileage of
the state increased by 662 miles. Not all of this received state
subsidy, but the Arkansas case is one in which the mileage
actually constructed under state aid approached very closely
the mileage for which the assistance was intended.®

Railway aid was still a lively issue in the final legislature
unider Radical control, that of 1873. A general law was passed
providing for aid by local authorities. A bill was introduced
to permit the railroad companies to substitute their preferred
stock in exchange for the release of their mortgage obligations
to the state. It was argued, as sometimes in other states,
that such subordination of the public claim was necessary so
that private capital could be obtained for necessary expansion;
but two senators described the proposal as *‘an unparalleled
railroad steal”, and the drkansas Gasefte declared that no one
that was unbought could possibly vote for 1t.* The measure
finally failed of enactment after a bitter controversy in which
the Daily Republican and most of the Radical legislators sup-
ported the railroad interest and were opposed by the Demaocratic
and part of the Republican press, by almost all the Democratic
legislators, and by the Republican Governor.*?

Revulsion Before Redemption
If the experience of Florida belongs in a different category
from those described under the heading “Orgy and Revulsion”,

" Little Rock Arkansas Daily Gazsile, Sept, 15, 1870,

% 5ce below, Tahle 1T, Staples, op. eit., p. 335, reaches the opposite conclusion
by citing a figure for August 1872, and adding: "'I'he hard times of 1873 practically
stopped railroad construction,” But Poor's Manusl reports an addition of 250
miles in 1873 as well aa 192 in 1872, The $5.350,000 of bonds sctually issued
were intended to aid in the construction of 420 miles.

“ Senate Journal, 1873, p. 583. Daily Arkansas Gasettc, April 1, 1873,
*7 Daily Arkansas Gasetle, March 25, April 2, 3. 4, 9, 18, 27, 29, 1873,
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it 15 not because of the absence of abuses under Radical rule.
On the contrary, this is a case in which charges of railroad
fraud can be substantiated from the records of the United
States Supreme Court.** The most controversial legislation
was that passed by the Republican legislature of 1869-70. In
spite of a provision in the Reconstruction constitution forbidding
taxation for the benefit of a corporation, measures were adﬂpteﬂ
offering aid by state bonds or endorsement to six railroads at
rates from £10,000 to $16,000 per mile. Two of these com-
panies, the Florida Central and the Jacksonville, Pensacola
and Mobile, were now in the hands of Milton S. Littlefeld
and George W. Swepson. The properties were ante-bellum
lines, which had been taken over by the state because of defaults
and then sold on easy terms by the Republican administration.
In the second case, payment was made partly by a worthless
check and partly in the bonds of the companies themselves,
which the promoters had bought at low prices with funds em-
bezzled from a North Carolina railroad.** To these two com-
panies, the Governor promptly issued $4,000,000 in state bonds.
These were sold at about seventy cents to the dollar, but only a
small part of the money was actually spent on railroad construc-
tion;*® and only twenty-nine miles of railroad were brought nto
operation in Florida during the years from 1868 through 1873.%

What distinguishes the Florida case from those discussed
earlier is the fact that revulsion took place some years before
the state was finally “redeemed’’ in 1877, Most of the bonds
provided for by the legislation of 1869-70 were never issued.
Early in 1873, an act was passed repealing all measures pro-
viding for aid by endorsement or state bonds. Finally, a con-
stitutional amendment was adopted in 1875 forbidding railroad
aid by local authorities and either stock subscription or loan

B p B Cos ps. Schutte, 103 17. S, 120.

¥ Some of the bonds were purchased from the “new Republican® COM Miss1011ers
of counties which had extended aid befere the war. Willinm Watson Davis,
The Civil War and Reconstruction in Florida (New York, 1913), p. 635,

[ Ibid., . 662. ‘The author states that ﬂl‘.l.l}l" a little more than Eﬂﬂﬂﬂﬂ s
even nominally applied to building and equipping Florida roads.”™

Bl G Table T3 below.
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of credit by the state.®® These actions themselves correspond
almost exactly with those taken in Georgia in 1874 and 1377,
but the difference is that in Florida they were carried out not
by Conservative Democrats but by Radical Republhicans.

Financial aid does not comprise the full Florida story. As
elsewhere, both Radical and Conservative régimes found ways
of aiding railroad construction by the use of other assets. The
state had “swamp and overflowed lands” at its disposal and
also certain land granted by the federal government in 1850
for internal improvements. The pre-Radical government of
1866 made one railroad land grant and the Radicals added
several in 1870. In 1874, after the repeal of the measures for
financial aid, the Republicans adopted a general law setting
conditions for prants or sales of these resources. This policy
was still being actively pursued by the Conservative legislature
of 1879.

The case of North Caroling resembles that of Flonda in two
respects. Both states were victimized by the same pair of
promoters and in each 2 sharp reaction against reckless railroad
aid took place before Redemption. It differs from Florida in
that orgy and revulsion were compressed into shorter compass
within the briefer period of Radiecal rule.

At the close of the war, the state held a two-thirds interest
in three North Carolina railroads and securities of several others.
The pre-Radical legislature of 1866-67 renewed the ante-bellum
measure requiring the state to bear two thirds of the cost of
building the Western North Carolina and aided two other
railroads by transferring to them securities held by the state in
other internal improvement enterprises. It also adopted a
number of measures for local aid.

When the Radicals came into power, the pace of railroad
subsidy was sharply accelerated. They were so anxious to
aid the railroads that the Constitutional Convention of 1868,
without waiting for the legislature to meet, itself adopted or-
dinances offering a £1,000,000 endorsement to one company,
$1,200,000 in state bonds to a second, and bonds at the rate of
510,000 a mile to a third. When the General Assembly met on

¥ Davis, of. cil., mentions neither the repeal nor the amendment,
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TJuly 4, it received a message from the Governor urging it to
create “‘a vigorous and well-directed system of internal improve-
ments, from the seashore to the Tennessee line.''™ Before it
finished its sessions, the number of Radical measures offerning
state financial aid had risen to sixteen. By the time the next
Assembly met in the fall of 1869, bonds had been issued under
the new legislation to the amount of $12,600,000, about half
of which had gone to the Western Division of the Western
North Carolina.

The legislature of 1869-70, though still Republican, was in a
different mood. In February it ordered the companies to
return all state bonds that remained unscld. In March it
passed a bill repealing all railroad appropriations made by the
preceding legislature. The reason for this reversal appears
in the report of a Senate mvestigating committee, received
March 13, on what the companies had done with the bonds.
On most of the roads they had either been used for ordinary
construction purposes or had not yet beem sold. 2More than
£4,000,000 of bonds were returned under the February act.
But the major case of the Western Division, whose presidents
were successively Mr. Swepson and General Littlefield, was a
different story. They had spent almost nothing on building
the road, they had raised almost no private subscription, and
they had used nearly $1,000,000 of North Carolina bonds in
the Florida speculation which has already been described.™

The Conservatives came into power in the elections of the
same year. When the new legislature met, the holdover Gover-
nor, soon to be impeached, admitted that too many railroad
bonds had been placed on the market at one time and that their
prices were in general less than twenty-five cents to the dollar.®

" General Assembly, FExecutive ond Lepislalive Docurenis, 18568-69, “Message
af Governor W. W, Holden", p. 9.

5 Ihid., Document No. 33, “Report of the Senate Investigation Committee”
pp. 1-9. The president of one of the other roads testified thut lie had sald bonds
to General Littlefield at less than market price “in consideration of services rendered
in getting the bill through the legislature”, pp. 126-127. Other testimony charged
that the standard rate for his services in this capacity was 3 or 10 per cent of the
bonds issued to the roilroad concerned.

[ Iﬁd.l 13?'}"?1. ileﬂE: UI Gﬂ?ﬂnﬂ[ w. w_ Hﬂlll[:"r'r P E'.
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The legislature promptly created a commission of ils own to
make further investigation of the railroad scandals of the Radical
period.® The documents of this and later sessions contain a
serial story of efforts to obtain restitution from the Swepson-
Littlefield group, in one of which the commissioner “followed
the defendants through Canada west to Detroit and attached
about sixteen hundred tons of iron.”™ The legislature of 1871-
72 attempted to reduce the state's railroad obligations by an
act providing for the relinquishment of the state's holdings of
stock in companies which would return the state’s bonds.

Yet the North Carolina Conservatives, unlike those of Vir-
ginia, were by no means disposed to sell at a sacrifice the entire
railroad investments of the state. In 1872 the legislature
demanded an investipation of the report that the Eastern
Division had been sold under judgment for “a very inadequate
sum . . . whereby the interests of the state in said road were
sacrificed.”” In 1877 the state agreed to pay an assessment of
#1.50 per share on its stock in the Atlantic and North Carolina
and in 1879 to aid another road by purchasing its first mortgage
bonds. Of greater interest was the decision of the state in 1875
to purchase for $850,000 the Western North Carclina, which
became a mixed enterprise with three quarters of the stock in
the hands of the state and one quarter in other hands. During
the years 1877 through 1879, the State Treasurer spent sub-
stantial sums in purchasing iron and other materials for the
completion of its track.

Local aid to encourage railroad construction, which had been
employed both before and during Radical rule, was relied on
still more intensively after the Redeemers came into power.
Their first legislature, meeting at the time of greatest disillusion-
ment over the ruined credit of the state, enacted no less than

T -
{bid., 1871-72, Document No. 11, “Report of the Commission to Investigate
Charges of Fraud and Corruption’’, pp. 1-576.

5 Ibid., 1871-72, Document No. 25, p. 6. See also 187071, Document No. 33,
and 1872-73, Document No. 6.

E-Bftﬂﬂiﬂi Report of the Public Treasurer, 1878; ibid., [880. legislation au-
thorized such wmtme up to §70,000 per vear. Actual disbursements for the
three-yvear period ending September 30, 1879 appear to have been ahout $120,000.
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twenty-onc measures providing for local assistance. The
policy was maintained throughout the test of the period under
review, with ten such acts adopted in 1879. They contained
various provisions attempting to ensure actual construction,
providing, for example, that the subscription should not be made
until the road was built and “‘cars running” to a given point.
Most measures called for bond issues, in one ecase limited in
amount to ten dollars per inhabitant; but a number permitted
subscriptions in “lands, timber, work or money." Under a
law of 1873, any county voting aid for the Western Division
must levy a special tax payable in "bacon, wheat, beef, pork
or corn or such articles as the commissioners may designate.”

In North Carolina, as the terms of these acts indicate, the
reaction against the excesses of railread subsidy was a turn,
not to the abandonment of public aid, but rather to a set of
more modest expedients for stretching the limited resources of an
agricultural area for the improvement of its transportation
facilities,

[n South Carelina, state financial aid to railroads was author-
ized by the pre-Radical legislature of 1866, and the policy was
continued and extended during the first years of Republican
rule. ‘The principal controversies were not over the amount of
aid during Reconstruction, which was relatively small, but over
the terms on which the Radical régime disposed of the state’s
interest in certain railroads. Revulsion occurred long before
the return of the Democrats to power.

In 1866, the Columbia and Augusta was voted bond endorse-
ment at the rate of $6,500 per mile, and the Greenville and
Columbia was granted a $600,000 addition to earlier endorse-
ments. In the first year of Radical rule, the chief clumant for
assistance was the Blue Ridge Railroad. In 1868, its president
still declared that the Blue Ridge, when completed, would be
“‘the cheapest and most direct line from the West to the Atlantic
seaboard.”™ The CGovernor's message referred to the road as
a “great national highway" ;*® and the legislature voted $20,000

B e fitions and prospects of the Blue Ridge Railroad Company in o letter
addressed to Governor James L. Orr by J. W. Harrison, president of the Company
{Charleston, 1868).

" Cenate Journal, Special Session, 1868, pp. 242-248.
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in cash for urgent repairs, 51,000,000 of endorsement of its
existing bonds, and $3,000,000 of the endorsement of new bonds.
In 1871 the state agreed to defer its own first lien on the company
to permit it to seek first mortgage financing elsewhere, and in
the same vear the state's stock interest in the road was sold at a
dollar a share to a “ring"” ineluding officials of the state ad-
ministration. Because of the depreciation of the state’s credit,
the endorsed bonds remained unsalable. In 1872, the Radical
lepislature, over the veto of the Radical Governor, passed a
measure offering the company $1,800,000 in state scrip in
exchange for the $4,000,000 of endorsements. ‘The story of
the Greenville and South Carclina, which obtained additional
aid m 1869, is a similar one. The state's stock was sold to the
“ring"” in 1870, under a statute ostensibly referring to other
state property; and this road, on consolidation with the Blue
Ridge, also obtained postponement of the state's lien. The
combined company failed to prosper, and the great project of
the Western connection never advanced beyond the pre-war
tunnel drilled part way through Stump House Mountain.®

Reaction followed quickly. As early as November 1869,
the Senate approved a report of its committee on railroads
declaring itself “unalterably opposed to granting any pecuniary
aid or assistance to any railroad scheme at present.”® Com-
mittees of the two following legislatures criticized the handling
of state finances and investigated charges of bribery to secure
the passage of railroad measures.® In January 1873, the legis-
lature, still under Republican control, ratified a constitutional
amendment forbidding "“the loan of the credit of the state by
guarantee, cndorsement or otherwise” without the approval
of two thirds of the qualified voters. The next legislature began
the process of scaling down the debt, much as Conservatives

S The Charleston and Savannah, the other road guded in [B69, also secared
postponement of the state's lien,  Similar posiponement had been voted in 1865,
Francis Butler Simkins and Robert Hilliard Woody, Sowth Carolina During Re-
contstrucction (Chapel Hill, 1932), ch. vii, contsins histories of each of the prinecipal
ratlwanys,

™ General Assembly, Reports and Resolutions. 186970, pp. 1591-1592,

B Ibid., 1870-71, pp. 314-824; 1871-72, “Report of the Financial Investigating
Committes,
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were doing in other states at the same time. Meanwhile, with
state aid abandoned, the Radical legislatures attempted to meet
the continuing demand for encouragement to railroad construc-
tion by measures for local assistance similar to those enacted
in North Carohna.

When the Conservatives finally came into power in 1877,
they continued the policy of local aid and published a “Fraud
Report™” gmving fuller documentation to the scandals of Radical
Reconstruction.” But the decisive turn in railroad policy had
occurred some years before.

In Louisiana, revulsion also took place before the Democrats
returned to power. State financial aid was extended for five
years during the Radical régime and the policy was revived by
the Redeemers, in one controversial case, at the very end of
the period.

During the vears 1868 through 1872, twelve measures were
adopted offering the state's financial aid to railroads. The
most common provision was for bond endorsement at the rate of
$12,500 per mile to be covered by a second mortgage. A number
of the projects failed to materialize, and the prineipal aid actually
extended was to the New Orleans, Mobile and Texas Railroad,
which was to make the much-desired connection with Texas.
Acts of 1869 and 1870 provided for endorsements of $12,500 per
mile on its main line and Shreveport branch and for an outright
subsidy of $3,000,000 in state bonds, of which the first install-
ment of £750,000 was actually paid. An act of 1871 provided
for a stock subscription of $2,500,000. This was intended to be
in substitution for the previous obligation to endorse the com-
pany's bonds, but the new state bonds were issued and endorse-
ments of $875,000 remained outstanding.® The company
completed some seventy miles of road and then abandoned
operations far short of the Texas border.

The rajlroad measures aroused violent controversy, and
accusations of bribery to secure their passage were matched by

# General Assembly, Reports and Resolutioms, 187773, “TFraud Report',

86 'The figure of $575,000 is taken from Stafutes, 1875, No. 86, Governor Kellogg
gave it as §750,000. Semate Jourmal, 1874, pp. 9 of seq. Carnie W. McGinty,
Louisiona Redeemed: The Overthrow of Corpethog Rule, 1876—1350 (New Orleans,
1941), p. 19n, states the 1otal received by the company &3 $4,250,000.
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accusations of the use of money by competing shipping interests
to prevent their adoption. But the alignments did not conform
closely to party lines. "The moderate conservative press as
well as the radical’’ supported improvement measures,™ and a
Republican Governor vetoed several subsidy bills and warned
the legislature against “‘schemes of plunder”, particularly those
put forward by “well-dressed gentlemen claiming to be repre-
sentatives of the most respectable of our people.”®™ When
railroad aid fell into disrepute, the Republican official organ
published a booklet of “Facts and Figures” showing the part
plaved by Democratic legislators in sponsoring and approving
the legislation.®®* During the 1870 debates, a Republican repre-
sentative accused both parties of “cracking the whip" in favor
of subsidy, while Democrats were among those who spoke most
eloguently in faver of reaching out to the “Canaan of promise
. . . this great state of Texas at our door.”™®?

After 1872, the Republican legislatures passed no further
acts offering state financizl aid. A repeal measure was adopted
i 1874, As early as 1870, an amendment had been adopted
limiting the public debt of the state to £25,000,000, and the
limit was reduced to $15,000,000 by action of the 1874 legisla-
ture. Meanwhile, the state continued to grant to new railroads
free right of way and use of materials in the state lands, and made
occasional use of the method of loeal aid.

Oddly enough, there was a revival of railroad aid when the
Redeemers came into power. “Transportation was one of the
urgent needs of the state in 1877, and new railroad projects
occupied the time of the legislature and the governor."™ Two
ways-and-materials acts were passed and signed even before the
withdrawal of federal troops made their government secure,
They repealed one Radical bill for loeal aid but enacted two
of their own. Connection with Texas was again the great object,
and in 1878 the legislature voted to lend $2,000,000 in state

% Ella Lonn, Reconstruction in Louisiana After 1868 (New York, 1918), p. 36,
% Senate Jowrnal, 1871, p. 27,

“o D Bragdon, Facls end Figures or Useful and Importani I'nformation for
the People of Louisigna (New Orleans, 1871), pp. 49-50, Cf. Lonn, of. cit., p. 36,

m -
House, Debates, pp. 72, 68-69. " McGinty, op. cit., p. 21.
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bonds to the Texas and Pacific. The Governor considered the
bill unconstitutional, since it would carry the state debt beyond
the hmit set during the Radicals' régime. He nevertheless
approved it, in “deference to the large majority” it had received
i both houses and in order to permit a court test, and then
refused to sipn the bonds themselves.™ Thus the account of
railroad aid in Louisiana ends with a controversy between a
Democratic Governor and legislature reminiscent of a number
of disputes between their Republican counterparts in this and
other states earlier in the period.

In each of the eight states in which Radical régimes launched
extensive programs of railroad aid, a revulsion against this
policy took place in the early seventies. Perhaps surprisingly,
the principal turn occurred in every instance before the panic
of 1873. In four of the cases, the change of policy coincided
with the return of the Deniocrats to power. Yet the experience
of the other four states suggests that Redemption was not
necessary to bring about this particular result. In these cases,
it was the Republicans who made the change, either because of
their own disillusionment with chicanery and failure or because
the depreciation of state credit made further aid impossible.

It remains to examine the relationship between railroad con-
struction and the policies which have been described. Table 1I
gives the additions to railroad mileage in each of the states
during the years 1865 through 1879. Like Table I, it is arranged
in order to permit comparison between the Radical and other
régimes. A first impression conveyed by the figures is that
railroad building progressed more rapidly under the Radicals
than under the Conservatives. Construction in Arkansas and
Alabama was particularly noteworthy, and presumably Georgia’s
peak figure in 1871 owes more to the Republican largesse of the
preceding year than to the restraint of the Redeemer legislature
that met in the fall of 1871. The one major exception is Texas.
But in that case the bonds voted during the Republican era
never reached the railroads, and the effective aid was in land,

7l House Jowrnal, 1878, Extra Session, p, 18. Hilda M. McDanicl, “Francis
Tillon Nicholls and the End of Recopstruction’, Louisiana Historical Quarterly,

vol. XXXTI, pp. 466468
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TABLE 11
RAILROAD CONSTRUCTION IN THE RECONSTRUCTION 50UTH
18A6-1870
=T 1-_1. B Fla. Miss. Ark. Al Tex. Ga. o Vi Tenn. Total
AMileage im operation Dec. 31, 1805
333 1007 416 BRB 38 BOS 465 1420 R4 1aa? | 20 0071
Aet addilffon fo mileage {n operalion during year
L& 0 1] 0 i (1] a4 f B2 58 L) ] 02
1867 1] L] 21 0 i 13 42 4 ﬂ_ 2 61 220
868 0 69 ;l of 4 2] o :?I 55} 0 8 279
1BGR 40 25 2 412 63 0 71 a3 11 15 477
18T i | 38 0 0 128 24 128 191 45 0 41 BE92
1871 i iz 20 L 2 339 154 263 1z 4 28 B8]
B LT 1] a9 7] O d9r 133 213 52 il 40 i TES
wrs o 30 0 o 350 o s w00 28 B 10 1137
1874 LI 0 ] s {h ] 70 1] 343
1875 1] 13 l]l 55 4 i3 ] 0 125
il ] 18 1 L] 2T 0 3o 42 43 Ly 15 571
1877 1] 53 L] | ] 1 179 33 17 ) i1 325
1878 1] 13 2 38 I 3 218 T o 11 L 423
1879 78 5 32 14 25 0 163 45 11 2 6 435
Toted wat addiltion o mileage ea operalion, IX6d=18709
209 417 103 243 770 1027 II1TZG6 0 1030 562 T3 405 TG0
Milzage tn aperalion, Dee, 31, 1570
544 1424 519 1140 BO8 1R3Z 2591 24060 1446 1672 1701

16137

Sourcer—Foor’s Rosroad Margwal, 1872-73, po xo 1880, p. v.

As In Table 1, the aten between the heavy lines represonts the period of Radiea] Reconstruction,
and the aren below the lower heavy line represents the perlod after the Conservatives had

returned LO power.

with which the Conservatives were more liberal than the Radi-
cals. The boom in railroad building in 1873 coincided with the
twenty-seven land grants voted by the first Reedemers’ legisla-
ture. Thus Texas experience confirms rather than challenges
the conclusion that, on the whole, railroad building during the
period tended to flourish when and where public aid was being
extended. Florida stands out, to be sure, as a state that ac-
quired railroad debt and little railroad mileage. On the other
hand, Mississippi acquired no debt and little mileage; and
Virginia, which gave no state aid, shows the smallest percentage
increase.™ In Louisiana and South Carolina, construction

™ Jobn F. Stover, The Railroads of the South, 1865-1900 (Chapel Hill, 1955), p.
€1, notes that these three states “proportionately trailed all the rest of the states
in the Union in new trackage for the decade’” 1865-1875. With respect to the
twa Carolinas, Georgin and Alabama, the author declares that there was no “sig-
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slackened or ceased when the Radicals curtailed their programs
of state assistance. Retrenchment did not build railroads.
Whatever the leakages of public funds, and in spite of the fact
that some roads were bult without government assistance,
there was—as would be expected in a developing region—a
clear and substantial correlation between railroad aid and
railroad construction.

It would, however, be a mistake to attribute these differences
to political causes alone. Texas and Arkansas lay across the
threshold of promising transcontinental routes. On the other
hand, Virginia, with the largest mileage when the period opened,
probably had the least need for new construction. Moreover,
one striking reflection of economic conditions appears on the
face of the firures. More than half of all the new building is
concentrated in 1870 and the three following years. After
1873 it falls off abruptly and only in Texas 1s there substantial
recovery before the end of the decade. Thus the peak of con-
struction coincided with the boom vears preceding the panic
of 1873, and stagnation with the depression that followed.
Since this was also true for the United States as a whole, though
the contrasts were somewhat less sharp,™ it would appear that
one major explanation for the differences between parts of the
period lies in the alternations of gemeral economic prosperity
and depression.

For the nation, the period taken as a whole, in spite of the
setback of the seventies, was one of rapid railroad expansion.
As would be expected, percentage increases in mileage were
spectacular west of the Mississippi and moderate on the Atlantic
seaboard. But the eleven Reconstruction states showed a rate
of gain only slightly more than that of the New England and
Middle Atlantic regions and considerably less than that of the
long-established area of the Old Northwest. The share of the

nificant connection between the presence of extruordinarily active carpetbaggers
in these states and their relatively rapid railroad construction™ {p. 62).

T United States mileage doubled from 35,000 in 1865 to 70,000 in 1873 and added
about 16,000 more miles by 1879, A little more than 23,000 miles of the increase

was made between December 31, 1869 and December 31, 1874,
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Reconstruction South in the total national mileage dropped from
26 per cent in 1863 to 19 per cent in 1879.7 The gain in these
states of some 7,000 miles—nearly 5,000 east of Texas—repre-
sented a substantial achievement, and it did much to transform
the short and often disconnected lines of 1865 into a relatively
complete regional system.™ Yet the transportation network
of the South was less developed than that of the North at the
time of the Civil War, and in the fifteen years that followed the
gap widened rather than closed.

A consciousness of this retardation played a significant part
in shaping the Southern attitudes on railroad questions. One
illustration is the series of requests and petitions throughout the
period for federal government aid for internal improvements
inn the South. The Georgia Constitutional Convention of 1868
expressed the opinion that it would be “eminently wise and
liberal in the Government of the United States to aid the im-
poverished people of the South in restoring their material
prosperity’’. State legislatures, in memorializing Congress for
support of particular railroads, often used the argument that they
would be important links in a "'great chain” that would connect
the Atlantic with the Pacific;"™® and the movement for federal aid
reached its culmination in the well-organized campaign of propa-
ganda waged from 1874 on to secure a federal loan for the Texas
and Pacific Raillroad, which was supported by almost every
Southern legislature.”” The Clarion of Jackson, Mississippi
declared that such appeals to the federal government were
“bad m poliey . . . wrong i principle . . . [and] centrary
to the traditional creed of the Democratic party from its earliest
orgamzation to the present tune”, yet managed—by a turn

™ Stover, op. ¢if., pr. 3901, makes o simalar comparison, also on the basis of
the Poor figures, for a group of ten southeastern states for the decade December
31, 1865 to Decemlwr 31, 1875 Their gain was 40 per cent while that of the
United States was 113 per cent, His group differs from that discussed in the
present article by including Kentucky and excluding Arkansas and Texns

BNy may be seen from (ke admirable map fucing p. 236 of E. Merle Coulter,
The South During Reconstruction, IF65-1877, wol, VIIT of A History of the South
{Baton Rouge, 1947).

"8 Cporgin, March 6, 1868, Alubama, Dec 28, 1868, Dec. 7, 1871

HWde:r.rd, Eeunion and FKegotion, cb, iv. Bul the Florda legislature on
Muorch 3, 1877 opposed (bhe measure a: "unjust to this stare™,
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which Mr. Dooley would have enjoyed recording—to reach
the conclusion that the national government should issue the
Texas and Pacific bonds,™

A similar attitude appeared to govern Scuthern policy with
respect to rmlroad regulation. In the Middle West this was
the heyday of granger legislation, and the National Grange
itself enlisted a considerable membership m the South. Com-
menting in 1873 on 1ts appearance in Alabama, a Memphis
editor cautioned against doing anything that might frighten
the possible investor. “‘Foreign capital is proverbially timid.
. . . We have far too few railroads and we are looking anxiously
to the day that shall find more built."?™ Under these conditions
neither Radical nor Conservative legislators were prepared to go
very far in regulating railroad rates and practices. The South
remained a rtegion eager for more railroads and desperately
short of the capital needed to build them.

The lack of local capital, and the expedients to which it gave
rise, are illustrated in an “"Address to the People” ol Lee and
Tallapoosa counties by the promoter of an Alabama company.
It was, he said, an “admitted principle amongst capitalists™
that, once railroad companies had prepared the roadbed with
their own resources, they “‘were entitled to a sufficient credit
to purchase the rails and equipment for the road.” It was to
make sure of obtaining these funds that the state of Alabama
had agreed to endorse the bonds of the railroads. But this was
not enough. “In the view of the wreck of private fortune,
resulting from the war, it became evident to the Legislature,
as was palpable to every reflecting man outside, that individual
subscription and isolated effort were unequal’’ even to the task
of grading. The plan of local government subscriptions had
therefore been adopted as ‘‘the most equitable, most easily borne
and most effectual’’. Accordingly the promoter asked $365,000
in Tocal zid 1o add to the state's endorsement of $640,000. There
remained in his caleulation as the contribution of local individual
investment anly “'work done"'—%$100,000—and ‘‘good and avail-

% Jackson Weckly Clarion, Nov. 17, 1875,
" Mobile Register, Aug., 21, 1873, See also Nashville Ermiom and A merican,
March 5, 1873.
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ahle private subscriptions’’—$35,000—the two making not much
more than 10 per cent of the whole.™

It is easy to recognize in expedients like these, as in North
Carolina's county tax in beef and bacon, the determination to
get railroads somehow in spite of inadeguate means. Private
subscriptions for developmental railroads in an impoverished
region could not easily be secured. When they did come forward
it was often in response to civic and patriotic rather than purely
pecuniary appeals. An advertisement asking subscriptions to
the Tennessee and Pacific challenged the reader to *‘Bear an
Honorable part in this Great State and National Road™.®
Under such conditions, the policy of public assistance had arisen
at times when, as one man put it for Texas, “there was not a
single corporation in the state that had money enough to buy
a single member of the legislature even at a very small price,"®
Ewven after corruption became possible, and in some cases preva-
lent, much of the same civic desire for improvements continued
to survive. A Democratic newspaper made the following com-
ment on a Radical measure for railroad aid: “The Legislature
may have had in vicw the stealings they could make out of the
scheme; but we can stand a pretty big "steal’ if we can get rail-
roads in the State.”®

Nor was all this confined to the South. In the early part of the
period, the federal government was giving massive aid to the
transcontinental railroads, and public assistance by state and
more often by local governments was still accepted poliey in
much of the country. The programs were inspired by varyving
combinations of public spirit and private interest. Bnbery
was not unknown in Northern and Western legislatures or in

¥ samuel G. Jones, "An Address (o the FPeople of Lee and Tallapoosa on the
Subject of County Subseriptions to the Savannah and Memphis Railroad® (Mont-
gomery, 1860, in the collection of the Tennessee State Library and Archives,
Nashville, For other cases with similar figures, see Nashville Press and T'fmes,
March 22, 1869 Mazshwille Lsdoint and American, Feb, 11, 1870

51 Nashville Daily Press and Times, Feb. 21, 1867,

'i‘-‘s_ 5. McEay, ed., Debaies in the Constitutional Convention of 1875 (Austin,
1930), p. 404,

5 Favetie Chronicle, quoted in Jackson Dady Mississippi Pilet, June 3, 1871.
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local railroad elections. In the Credit Mobilier, members of
Congress and other national figures shared in the insiders’
quick profits from the Umon Pacific subsidy; and Southern
editors adopted the phrase to warn their readers against “An
Arkansas” or “An Alabama Credit Mobiher™ #

Ambitious programs—if not orgies—of railroad aid had been
and countinued to be followed by revulsions against the policy.
Some of the older states and cities had long since abandoned
the practice, either because aid was no longer needed or because
their programs had foundered in the depressions of the thirties
and the fifties. New York preceded Tennessee and the Carolinas
in their shift from state to local aid. Federal grants to the
transcontinental railroads ended 1n 1871, and Southern advocates
for the Texas and Pacific bond issue found themselves too late
for success. There were striking simmilanities between the regions
in the reaction to the depression that followed the panic of 1873,
Within four years, constitutional provisions against state aid
were adopted by Missouri, Nebraska and Colorado in the West
as well as by Arkansas, Alabama, Florida and Texas in the
South.®

Public aid to railroads in the Reconstruction Scuth should
be considered in the perspective of this national experience.
There is no doubt that the Radical régimes were unusually sub-
ject to corruption and extravagance, and some of their frauds
might well have seemed unexcelled in their “enormity . . .
by any thing that ever disgraced the pages of American His-
tory.”’® Yet neither the abuses nor the accomplishments of
Southern railroad aid during Reconstruction were wholly unlike
those in other parts of the country.’ On the other hand, the

Bl ittle Rock Daoily Arkansas (Gasete, Feb. 8, 1873, Montgomery Alabama
State Journal, April 22, 1573

% Goodrich, "“Revulsion'’, Joc. eit,, especially table on pp. 158-139, Within
the same period, New York adopled a constitutional prohibition against mad by
local anthorities.

8 The Evidence takew by the Joint Commitlee of the [Georgia] Lepisinlure . . ..
p. iil, supra note 13.

8 e Southern historian has even declared that "The methods employed in
railroad huilding in Alabama were neither betier nor worse than those generally
pricticed throughout the country.” Moore, loc. cit., p-440.
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revulsion of Southern Conservatives against public assistance
in the seventies was to a large degree shared by legislatures
in the North and by those still controlled by Radicals in the
South. It is of course possible that under other leadership
the rest of the Southern states, like Virginia, might have refrained
from granting aid in the post-war decade. If they had done
so, they would have secured fewer miles of railroad. But the
region had a strong ante-bellum tradition of public assistance,*
and this was revived in a number of states before the Radicals
came into power. Even during Republican rule, Democratic
legislators and newspapers often supported, and occasionally
initiated, measures for railroad aid. The relative poverty of the
region tended to maintain the strength of the popular demand
for public assistance in the improvement of communications.
It would have been difficult for any governments in power in
most of the states to have resisted this demand in the late sixties
and still more difficult to have brought their programs of con-
struction unscathed through the depression of the seventies
It would, moreover, have been contrary to the expenence of other
regions if there had not been some examples of venality and more
of miscalculation as public authorities rendered assistance in the
development of transportation facilities before they could be
provided by private enterprise alone.

CARTER GOODRICH
CoLtmeia UsivERsiTy

B afilton S. Heath, “"Pubbic Railroad Construction and the Development of
Private Enterprise in the South before 1861, Journal of Ecoromic History, vol.
X (1930}, Supplement. pp. 40-53.
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American Development Policy:
The Case of Internal Improvements™

HE subject I should like to discuss grows directly out of the

theme of the meetings as a whole. They have been concerned with
the American West as an Underdeveloped Region, and the title was
intended to suggest the analogy between the United States of an
earlier peried and the so-called underdeveloped nations of the present
day. To many it would suggest a contrast in policy. These other
nations are now in many cases striving to achieve economic develop-
ment by national planning and deliberate measures of governmental
policy. On the other hand the United States achieved its massive
economic development without over-all economic planning, without
five-year plans or explicit national targets of input and output, and—
it is sometimes believed—without the adoption of policies deliberately
intended to promote development.

Yer the contrast is not as complete as this statement would suggest.
It is not quite true that the United States just “growed” like Topsy
or that the American empire of the West was settled and developed
in a fit of absence of mind. Throughout our history statesmen have
been concerned with devising measures to promote economic growth,

® Presidential address, Economic History Association, September B, 1956,

The author's study has been carried on under the auspices of the Council for Research
in the Social Sciences of Columbiz University. The paper draws on the materials of articles
previously published: in Joumwar or Fcososic Histony, “The Revulsion Agminst Internal Im-
provements,” X (November, 19s0), 145-169; (with Harvey H. Segal) “Baltimore's Aid to
Railroads: A Study in the Municpal Planning of Internal Improvements,” XI1 (Winter,
1953), 2—3%: in the Political Science Quarrerly, “'Matonal Planning of Internal Improve-
ments,” XLIII (March, 1948), 15=44; "The Virginia Systern of Mixed Enterprise: A Study
of State Planning of Interpal Improvements,” XLIV (September, 1949}, 355-387; “Local
Government Planning of Internal Improvements,” XLVI (September, 1951), 411-445; "Public
Aid to Railroads in the Reconstruction South,” LI (September, 1956), 407=-442; in the
Proceedings of the American Philosophical Sociery, XCII (October 25, 1048}, 305-309.
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and individuals and corporations have often come to governmental
agencies with demands for encouragement and assistance. Many of
the great debates on political issues have turned on what would today
¢ described as development policy. Hamilton’s Report on Mana-
actures 1s an obvious case in point. Its well-remembered argument
for protection and its almost-forgotten plea for encouraging the
importation of technical improvements from abroad are both com-
monly duplicated in the underdeveloped nations of today. Hamilton's
plca for the Funding System, that it would in effect provide a favor-
able climate for foreign investment, reminds us of what is so commonly
urged on capital-hungry nations today. It is perhaps more difficult
to disentangle explicit developmental considerations in the bitter nine-
teenth-century debates over monetary and banking issues. In national
policy there was nothing to suggest comparison with the Development
Banks, Corporaciones de Fomento, and National Investment Funds
that play so large a role in the current plans of the less developed
countrics, though on the state level Milton Heath's reappraisal of the
Central Bank of Georgia and Carter Golembe's study of early Middle-
Western banking may suggest that we have underestimated the
mnfluence of conscious development policy.! With respect to land, the
great decisions down through the nineteenth century were concerned
with the conditions under which the national domain was to be turned
over to individuals and corporations. This was the main issue of land
policy, not land use, not conservation, not “land reform” in the ex-
plosive twenticth-century sense—unless you choose to regard the
emancipation of the slaves as the most completely unplanned land
reform in history! Yet the public domain was itself so magnificent
that the manner of its disposition could not fail to be a major factor
in influencing development, and explicit considerations of the rapidity
and the desirable type of settlement dominated the debates from the
Ordinance of 1787 to the Homestead Act, including expressions of
deliberate preference for a particular type of social structure, that
represented by the independent small farmer.

In an examination of American development policy, I believe that
particular interest attaches to the case of internal improvements. Here
the aim was directly and unmistakably developmental and the amount
and variety of governmental activity quite extraordinary. Recent

1 Milton §. Heath, Constructive Liberalism: The Role of the State in Ecomomic Development
in Georgia to 1860 (Cambridge: Harvard University Press, 1954), ch. 9. Carter H. Golembe,
“State Banks and the Economic Development of the West, 1830—1844," unpublished disserta-
tion, Columbia University, 1g52.
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studies have increased our knowledge of the number of cases, and they
have shown that the volume of government investment was greater
than had been believed, both in absolute figures and in relation to
total canal and railroad investment, to total national investment,
to the total budgets of governmental authorities.” Yer, half a cf:nrzll_lﬁ
ago, the first modern student of the subject, Guy Stevens Callender,
was able to point out that our supposedly individualistic America had
had in the early and middle nineteenth century a certain world promi-
nence as an example of the extension of the activity of the state into
industry. He asked what conditions had given “rise to this remarkable
movement towards State enterprise here in America, where of all
places in the world"—he said—"we should least expect to find it.”?
This movement, however, appears less paradoxical if it is examined
in the light of the economics of development. The conspicuous con-
trast was with England. English canals and railways were built en-
tirely by private enterprise. American canals and railways were for
the most part products of governmental or mixed enterprise or the
recipients of government aid. But consider the difference in economic
circumstance. A railway between London and Liverpool ran through
settled country and connected established centers of trade. It could ex-
pect substantial traffic as soon as completed. On the other hand, a
route across the Appalachians to the largely unsettled West or a railroad
running from Chicago west across almost empty plains could hardly
be profitable until settlement took place along its route and at its
terminus. Jerome Cranmer uses the words “exploitative™ and “develop-
mental” for these two types of enterprise. Exploitative canals or

2 Professor Lively is right in pointing out that oo litde has been done with the comparison
with privatr investment. Robert A. Lively, *The American System: A Review Arucle,” Business
History Review, XXIX (March 195%), 81—6. He cites Heath's figures on the ante-bellum South
as a notable exception. Sec Milton 5. Heath, “Public Railroad Construction and the Develop-
ment of Private Enterprise in the South before 1861, Joumnar o Ecowomic History, X
(Suppiement, 1950]), 40-53.

An approach to the comparison with total national investment has been made in Harvey H.
Segal, “Canal Cycles, 1834-1861: Public Construction Expericnes in New York, Peansylvania and
Ohio” (unpublished dissertation, Columbia University, 1956}, which relates the canal expendi-
tifes o several cstimates of capital formanon and construction.

Heath, Comsrucive Liberalism, ch. 15, relaes improvement expenditures w the stae
budget of Georgila; and Goodrich and Segal, “Balimore’s Ald to Railroads,” relate them
to the gty budget

B Guy Stevens Callender, "The Early Transportation and Banking Enterprises of the
Smres in Reladon o the Growth of Corporanons,” Quarterly Jowrnal of Ecomamics, XVII
(November, 1902), 111-162. Reprinted in Joseph T. Lambie and Richard V. Clemence
(eds.), Economic Change in Amerrca (Harrisburg: The Stackpole Co., 19%4), pp. 552-
s59. The quotation is from p. 524.

+H. Jerome Cranmer, “The New Jersey Canals: A Study of the Role of Government in
Economic Development,” unpublished dissertation, Columbia University, 1955,
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ratlroads were built to take advantage of an existing opportunity. With
them carly returns could be expected and private enterprise could oper-
ate without subsidy. On the other hand the developmental undertaking
depended for most of its traffic on the settlement that its own construc-
tion was to bring about. But such development could not in the nature
of the case be immediate, and substantial early returns on the investment
were hardly possible. The ultimate benefits might be very large but
they were certain to be deferred and likely to be widely diffused. Such
undertakings, therefore, could hardly be carried to success by unaided
private means. They required either government enterprise, subsidy to
private enterprise, or else extraordinary illusions on the part of the
original investors.”

A survey of the history of railroad building around the weorld illus-
trates this distinction and tends to confirm these observations. Few
countries copied the British example. Certainly it was seldom followed
where the problem was one of opening up unsettled areas or of achiev-
ing economic development in a preindustrial region. The railroads of
Australia and New Zealand are state enterprises. Throughout most of
the rest of the world the greater part of the railroad network has been
built either on government account or with different forms of govern-
ment aid or subsidy. One vanant of the latter, government guarantee of
return on the private investment, which Daniel Thorner has described as
“Private Enterprise at Public Risk,” was employed in India and Brazil
as well as in France.® The purely private enterprises have been typically
those that exploited obvious economic opportunities—to carry the
produce of the pampas to Buenos Aires, or sugar from Cuban fields to
the ports, or coffee to Santos. In Bolivia, for example, the pattern is
precisely illustrated. The two railroads that take the tin from the great
mines to the coast were built and are still owned and operated by
private British interests, while the others are entirely governmental.

Nineteenth-century America displayed a similar pattern. There were
certain railroad companies, particularly on the Atlantic seaboard, ex-
ploiting the opportunities of trade between established centers, which
were profitable from the beginning and neither asked nor needed
government aid. For New England, Kirkland described these as

& This last alternative is noted in Frank W. Fetter, “History of Public Debt in Lann
Amenca," American Economic Review, XXXVII (May, 194%), 147-145.

® Danicl Thorner, Invertment in Empire: Britich Railway and Steam Shipping Enterprise
in India, r825-1940 (Philadelphia: University of Pennsylvania Press, 1950), ch. 7. Julian
Smith Duncan, Public and Private Operstion of Ralwsys in Brazil {New York: Columbia
University Press, 1932).
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“dowager railroads” and cited the Boston and Lowell as one of the
examples.” The Camden and Amboy was a similar case, and its part-
ner the Delaware and Hudson might be described as a dowager canal—
both exploiting the trade between New York and Philadelphia. But
these were exceptions. Most of the canals and early railroads depended
for their traffic on the growth of the areas into which they were
extended. They were developmental in character and, like develop-
mental undertakings almost cverywhere, they were in considerable
part built with government funds and credit.

The same distinction supplies onc important clue to the understand-
ing of the complex and apparently irregular timing of internal 1m-
provements activity. In this there were, to be sure, many cross currents.
Reversals of state policy sometimes resulted, though less often than 1s
sometimes believed, when power shifted from Whigs to Democrats, or
vice versa, or when “Redemption” ended Reconstruction regimes in
the South. More often improvements policy varied with the phase of
the business cycle. Ambitious programs were abandoned in depression
years, and failures were followed by “revulsion™ and constitutional
prohibitions. The collapse of the Illinois railroad program gave a les-
son of caution to neighboring Iowa. On the other hand, New York's
success with the Erie Canal had earlier inspired imitation up and down
the entire Atlantic seaboard. Aid was given by local authorities, in
varying amounts, in every state that formed part of the Union before
18g0; ® and in some fourteen states it continued to be given after the
abandonment of state programs.” It may be said that governmental
participation at one level or another persisted in most sections of the
country as long as “developmental” conditions continued to exist, and
perhaps in some cases beyond that point.

In general the relationship between developmental conditions and
the various waves of government activity can be readily traced. For the
Federal Government the building of the National Road and the for-
mulation of the comprehensive internal improvement plans of Galla-
tin and Calhoun took place when the geographical obstacle to develop-
ment was the Appalachian Mountains; and the major extension of

T Edward C. Kirkland, Men, Citier and Tranrportation: A Study in New England History,
rfz2o0—-rgoo (Cambridge: Harvard University Press, 1948).

E In Colorade only during the territorial period.

? States of which this was substantially true include Georgia, [linois, Indiana, Maryland,
Michigan, Minnssota, Mississipps, Mussouri, WNebraska, New York, MNeorth Carelina, South
Carolina, Tennessee, and Virginia. Local aid was also pgiven in states that had not had
srate programs. On the other hand, Alabama, Arkansas, Colorado, Ohin, and Pennsylvania
adepted constitutional prombitions against local aid at the same time as against state aid.
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actual aid to the transcontinental railroads took place when the ob-
stacle was that of the Rocky Mountains and the Great Plains. Govern-
ment activity in internal improvements was in large measure a frontier
phenomenon, a great instance of frontier collectivism. In any given
area it tended to diminish and die out as settlement and traffic became
more dense and also as the business corporations themselves grew in
strength and in the ability to raise large sums of money and commit
them for long periods. As early as the 1850's, the American Railroad
Josurnal was emphasizing this distinction. “In the infancy of our rail-
roads,” it said, “it was frequently necessary for the community to aid
them in its collective capacity.” Such a need continued in the South and
in the West, declared the Jowrnal, bur in the North and East there was
“abundant capital . . . for all legitimate enterprise,” and public aid
was no longer required.'” To this doctrine it was not a real exception
that Maine should vie with Oregon in furnishing some of the very
latest cases of local government aid, since eastern Maine remained no
less of a frontier than the Far West. Somewhat more surprising were
the large amounts of money that Massachusetts poured out after the
Civil War for the construction of the Hoosac Tunnel route and the
extraordinary outpouring of municipal bonds for the building of the
New York Midland. Yet in each case this represented an improvement
for the less developed part of a highly developed state; and it may be
added that in the case of the latter a new bankruptcy and the failure
of plans for reorganization, occurring since the publication of Harry
Pierce’s book, tend to confirm his account of the selection of the route!*

If, then, we think of nineteenth-century America as a country in
process of development, the experience of other countries in a similar
situation suggests that extensive government investment in the means
of transportation was not paradoxical but something entirely to be
expected. What would really have been surprising would have been
the spectacle of communities eager for rapid development but waiting
patiently for their canals and railroads until the way was clear for
prudent private investment to go forward without assistance. Yet neither
an analysis of the economics of development nor analogy from foreign
experience would account for all the peculiar forms and shapes taken
by the American movement for internal improvements. Among its
characteristics were three general shortcomings that would at once

10 dmenican Raufroad Jowrnal, XXVIL (1853), ga9; XXVII (18ss), 281.
11 Harry H. Picree, Ralroads of New York: A Sindy of Government Aid, 1826-1875
{Cambridge: Harvard University Press, 1953).
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be obvious to anyone attempting to advise the underdeveloped coun-
tries of today on the organization of their programs of public improve-
ment.

The first of these deficiencies was the failure to develop a workable
economic criterion for the selection of projects for government support.
Perhaps the sheer abundance of developmental opportunities made the
question scem less crucial than it is for countries with more limited
resources. There was, to be sure, no lack of statements of the reasons
why short-run return on the investment itself was not a sufficient test.
In addition to arguments based on the political advantages of closer
connection between sections, which would strike a familiar note in
many underdeveloped countries, expenditure on developmental trans-
portation was defended on economic grounds. These statements called
attention, often in thoroughly sophisticated terms, to its various benefits,
not all of which could be appropriated by the collection of tolls or
fares and freight charges. These included gains to the government
itself in the enlargement of its tax base and the enhanced value of its
lands, the diffused gains to the population at large in opportunities for
income and employment, and in general the external economies pro-
vided to business as a whole by the provision of adequate transportation.
But how should these breader and vaguer benefits be balanced against
the expected costs? How were expenditures on unnecessary projects
to be prevented? If prospective profit was not to be the conclusive test,
how much immediate loss—and under what conditions—should the
public authorities be prepared to incur in order to obtain these general
advantages? On these questions I have so far found no serious con-
temporary statement.

A second shortcoming was the failure to develop and apply criteria
for the assignment of projects to the different levels of government
authority—federal, state, and local. Gallatin’s admirable attempt to
define a national project had little or no practical effect, and his pro-
gram of federal action foundered largely on unresolved conflicts of
state and regional interests. Within the several states, the problem of
competing local interests was hardly less acute. Virginia attempted to
operate on the theory of state support on equal terms to all local projects
meeting certain specified conditions. In Pennsylvania and clsewhere
there were bitter conflicts between proponents of a main or trunk line
development and the advocates of aid to miscellaneous minor projects.
Ante-bellum Georgia offered the unique example of confining its
contribution almast entirely to a single strategically located state rail-
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road, leaving connecting lines to local aid and private enterprise.”
The extensive resort to the agencies of local government, the several
thousand cases of railroad subscriptions and subsidies on the part of
cities, counties, towns, and villages, can hardly be explained as the
result of the application of any reasoned criteria as to which authorities
were best fitted to make the necessary decisions. Aside from the carly
projects of the ambitious castern seaports, each eager to carve out its
part of the western empire, the recourse to local aid was in most cases
a final expedient adopted after state aid had been prohibited, but when
public demand for improvements, skillfully abetted by the companies
themselves, still remained irrepressible. The extreme example of this
type of causation is that of the citizenry of Cincinnati who, discovering
that prohibition against aiding a railroad did not prevent them from
building one, proceeded to construct the Cincinnati Southern as a
successful municipal enterprise.

The third shortcoming lay in the nature of the government agencies
themselves. They were sometimes subject to corruption, the danger of
which increased as the railroad corporations graduated from the stage
of infant enterpriscs. Moreover, they were in most cases poorly equipped
to discharge the responsibilities of planning programs of internal im-
provement and of operating the undertakings effectively or of protect-
ing the public interest in those that received public support. There were,
to be sure, a considerable number of notable exceptions. The Gallatin
Plan, prepared by the Secretary of the Treasury and a few clerks,
would stand comparison with any twentieth-century plan for the de-
velopment of a nation’s communications. The present location of the
trunk line railroads 1s elogquent testimony to its geographic foresight.
New York’s state enterprise, the Erie Canal, was both a financial and a
technological success. The engineers who learned the job on the Erie
carried their technique to other undertakings. The United States Army
Enginecers gave technical assistance to a large number of railroads; *®
and, 1n its early days, the Virginia Board of Public Works furnished
engineering services to local enterprises. Georgia's state railroad, the
Western and Atlantic, not only earned a good return on its investment
but also provided for the other railroads of the state their indispensable
connection with the West. Baltimore’s City Council made serious and
persistent efforts to guard its railroad investments. Cincinnati's success

12 Heath, Constructive Liberalism, ch, 11.
18 Forest G. Hill, “"Government Engineering Aid to Railroads before the Civil War,”
Joumwnar oF Economic Humory, X1 (Summer, 1951), 235-2406.
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has already been cited. Other examples could of course be named. Yet
it can hardly be denied that in general the governments of the time,
with small budgets and small staffs, with little expert personnel and
without civil service traditions, lacked what would now be regarded
as the essential means for the effective supervision of improvement
programs. The deficiency became more glaring as public aid came more
and more to rest on the decisions of local authorities. Little planning
could be expected of village or township boards deciding whether to
recommend “whacking up” the contribution demanded by the railroad
agent, or to risk letting the road go through the neighboring crossroads
instead. Their chance to protect the public interest consisted mainly in
making sure that the company really ran cars through their village in
exchange for the contribution.

To contemporaries the lightness or feebleness of the supervisory hand
of government did not always appear a disadvantage. Shortly after the
Federal Government had begun the practice of making land grants to
railroads, a British official, reporting enthusiastically to the Privy Coun-
cil's Committee for Trade and Foreign Plantations, suggested its adop-
tion in the British colonies precisely on the ground that it gave needed
assistance without imposing the penalty of interference with man-
agement. The American Railroad Jowrnal often advocated public aid
but consistently argued that governments should not take a direct part
in 1mprovement enterprises. As president of the Baltimore and Ohio
Railroad, John W. Garrett protested indignantly against what he
regarded as interference by the public directors at a time when a sub-
stantial majority of the company's stock belonged to the State of
Maryland and the City of Baltimore. If these attitudes are to be dis-
counted as ex parte, there is evidence that legislators often shared these
views and argued for them on grounds of public interest.

Virginia’s system of mixed enterprise was explicitly based on the
principle that the purpose of the state subscription was to draw out indi-
vidual wealth for purposes of public improvement, and that the
Commonwealth’s control over the enterprises should extend no further
than the correction of obvious abuses. With this in view, the state’s par-
tictpation in stock and voting rights was first limited to two fifths of
the whole. When it appeared necessary to raise the state contribution
to three fifths, the voting power of the state proxy in the stockholders’
meeting was deliberately limited to two fifths, in accordance with the
philosophy of the original law. A similar attitude was illustrated in the
local aid statutes of a number of states that provided that the shares of
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stock subscribed to by the local governments should be distributed
pro rata to the individual taxpayers. It was believed inexpedient to
leave the administration of this stock in the hands of the local author-
ities, and that its distribution to private individuals would stimulate
them to a vigilant supervision of the conduct of the work."

As long as the common purpose was that of getting the much-desired
improvement made, those who took part in the movement were not
very much concerned if in many cases the method employed came
close to being public enterprise under private management. To the
Missourians on whom James N. Primm reports, as to many other
Americans of the period, “The details of ownership and control were
secondary . . . to the principal objective, the establishment of a com-
prehensive system of public improvement in the interests of the general
welfare.,” '*

Popular interest in this objective was very widely diffused. This was
conspicuous in the support given to the many state programs and
perhaps even more clearly in the willingness of the citizens to vote
to assume local taxes in so many local elections. In these campaigns the
appeals were typically couched in terms of public spirit and local patriot-
1sm. “Call meetings,” urged a Mississippi paper. “Vote county, city,
corporation and individual aid in bonds, money and land.” A news-
paper from a neighboring state added its plea: “Let the Mississippians
come up strong to the work” on election day.'® Projects were planned
and campaigns organized in state or regional railroad conventions and
in innumerable local railroad meetings. Boards of trade and chambers
of commerce took leading parts in the movement. In a number of cases,
after local government aid had been made illegal, unofficial bodies like
these raised subscriptions in the same spirit and by appeal to the same
arguments. It was they who took over the function of negotiating with
the railroads over the location of their lines, shops, or roundhouses.

Throughout the developmental period individual citizens donated
land for railroad rights of way, permitted the use of stone and timber
from their lands, and supplied the labor of their slaves or their teams—
occasionally even their own labor—to what was considered the common
cause. Often, though not always, these services were paid for in shares
of the stock of the enterprise. Appeals for cash subscriptions to canal or

14 An alternative explanation, that of evading a constitutional prohibition against govern-
ment stock ownership, has been suggested for the lowa statute. See Earl 5. Beard, “Local Aid
to Railroads in lowa," Jowe Jowrmal of History, L (1052), 1-34.

16 James Neal Primm, Economic Policy in the Development of a Western State: Misrourt,
r820-1860 (Cambridge: Harvard University Press, 1954), p. 1131.

16 Jackson Missiecippi Daily Pilor, May 15, 1871, Mobile Register, October 24, 1871,
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railroad stock were frequently based on grounds of civic duty as well
as on prospects of financial return. Citizens were urged to bear an
honorable part in what was often described as a great state or national
work. In 1857 the president of a North Carolina railroad reproved his
private stockholders for clamoring for dividends as if they had invested
as capitalists rather than as citizens eager to promote the development
of their state. As late as 1870, the editor of a Nashville paper declared
that “no individual in this country outside of the Lunatic Asylum ever
subscribed to the capital stock of a railroad expecting to receive a profit
on the mvestment 1n the way of dividends.” This 1s of course not to
be taken as literal truth. By the time the editor wrote, many investors
had received good returns on railroad stock, and no doubt others were
bitterly disappointed that they had not done so. But it remains true that
for many private subscribers, as well as for those who urged government
action, “the object,” as he said, or at least one great object, “was to de-
velop the country, enhance the value of their lands, and create cheap
transportation of their produce.” "

I am sure that no one would urge the underdeveloped countries of
today to pattern their programs of transportation development upon
the very disorderly history of American action in the field. One may
hope that they will succeed in avoiding the three shortcomings I have
noted, though they will not find it easy to do so. Most students believe
that they will need to use the powers and the borrowing power of
government even more than in the American case. But they would
be fortunate indeed if they found their citizens as ready to support the
undertakings with their own savings and the forced savings of taxation
and, if they could enlist as widespread an interest and participation in
transportation development as was taken by the people of the United
States. In this the local governments, for all their mistakes and inade-
quacies, and also the voluntary associations, played a considerable part.
The building of the American network of transportation gained support
from the local patriotism and the booster spirit of the city, town, and
small community. It may be pointed out that the Communist practice
of carrying regimentation and the party apparatus down into the
smallest units, and the very different methods of “community develop-
ment” of India and other countries, represent deliberate efforts to ab-
tain popular participation at the local level in the processes of economic
development. In the United States, vigorous local participation took
instead the spontaneous forms that have been described.

17 Mashville Unicn and American, February 11, 1870.



460 Carter Goodrich

On this occaston it is customary to consider The Tasks of Economic
History. May I suggest that one such task is the examination of the
economic effects of this American “boosterism,” of this local civic
pride, and to ask how much of its rather noisy activity canceled out in
cross purposes and duplication of effort,” and to what extent its energy
made a positive contribution to economic development. Since a large
part of this activity has been carried on by voluntary and unofficial
organizations, the subject has rather fallen between the stools of the
historians of politics and the historians of business. The records of thesc
badies are less accessible than those of governments, and their accom-
plishments are less measurable than those of business firms. Yet ex-
ploration of the subject, whatever the difficulties, seems to me essential
for the understanding of a unique characteristic of American life.

My discussion of internal improvements began by citing the com-
ment that the amount of government activity and expenditure in this
field appeared astonishing in so individualistic a country. It ends on a
quite different note, by suggesting that the nature and manner of this
extensive government activity have been in close conformity with cer-
tain special characteristics of American development. Our record
demonstrates a preference, though by no means universal or doctrinaire,
for government partnership or subsidy rather than for purely public
enterprise, and for leaving management largely in the hands of individ-
uals and corporations. In this American experience differs from that
of many foreign countries but not of all. Our record also shows that a
large amount of this government action was taken by local govern-
ments, often of small communities. In this American experience 1s
unique. In eur case, mareover, governmental effort has been accom-
panied and abetted by the voluntary activity of a host of unofhcial civic
organizations, for which I am sure no parallel can be found in the
history of other developing countries. Our policy with respect to internal
improvements has thus been profoundly affected—for better or worse—
by the traditional American characteristics of individualism, of local-
ism, and of the habit of voluntary association.

Carter GoobricH, Columbia University

18 The effect of local rivalries in impeding the formation of a fully connected national
railroad systemn, by perpetuating differences in gauge and delaying physical connections
between lines, is discussed in George Rogers Taylor and Irenc D, Neu, The American Ratlavay
Network, 186r—r8go (Cambridge: Harvard University Press, 1956). The text refers o the
“long continued parochialism of the cties” (p. 51) and quotes a comment on “wvillage
pecvishness™ (p. s53).



