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June 9, 1911

Complete description of the Bush train shed, July 16, 1909.

Photographs showing progress, February 11, 1910.

Description of the raising of thé Oak Park elevated, the build-
ing of subway bridges and approach, with especial reference to
their waterproofing, further details of the arrangement of the
station and complete description of the power house with its
equipment, July 15, 1910. :

Details of construction, with progress photographs, March
23, 1911,

STUDIES IN RAILWAY ECONOMICS.
IX*, ’

BY W. M. ACWORTH.

Let us assume then that Lord Collins is right in saying that—
at least when a Law Court has to decide the question—“the
reasonableness of the charge must be measured by reference to
the service rendered and the benefit received, which is unaffected
by the prosperity or misfortune of the parties to the contract.”
“The affluence or indigence of the person rendering or receiv-
ing the service is beside the question.” Let us see how this
has been worked out in practice before the English Commission
Court. The English commission has indeed so far been spared
the task of deciding what is a reasonable rate per se. Parliament
has fixed by statute the maximum rates and charges which the
companies are entitled to make, and the court presumes that
all charges within that maximum, provided that they have not
been increased since 1892, are, apart from the question of un-
due preference, reasonable. It is only where.a change has been
made since 1892 that the court has jurisdiction to decide as to
the reasonableness of the increase.

“The main element,” says Lord Collins, “in such determination
must be the expense to the carrier.” But, with great respect, it
would seem that, if “the service rendered and the benefit received
are unaffected by the prosperity or misfortune of the parties to
the contract,” if “the affluence or indigence of persons receiving
the service is beside the question,” the expense to the carrier
becomes not only “the main element,” but the sole element in
deciding whether an increase is reasonable. And so the decisions
of the court in particular cases have worked out in practice. The
companies have again and again endeavored to put in force an
increase, and have succeeded or failed according to whether they
could or could not prove that the expense of working the par-
ticular traffic to which the increase was applicable had increased.
The companies’ total net revenue may or may not have increased;
the trade in the particular article on which an increase is pro-
posed may be in the heights of prosperity or the depths of ad-
versity; it matters not. Provided the company can satisfy the
court that the ratio of operating expenses in the case of that
particular traffic, has increased from causes of a not merely
temporary nature, sanction to an increase of rate, proportionate
to the increase of expense, almost automatically foilows. Of all
obligation to consider the question from a commercial or
economic aspect the court almost ostentatiously washes its hands.
“We are not a -court of conciliation, or a tribunal of honor;
we are not made judges of prudence or of generosity.” Rail-
ways are “as traders, entitled like other traders to push their
business to the best advantage.” Far be it from me to presume
to say that this is not good law, or even that, acting as a court of
law under the statute that conferred the jurisdiction, it would
have been possible for the railway commission to adopt any
other course. But, regarding the question from the economic
standpoint, and considering not what the law is, but what it
ought to be, an economist is entitled to say that it is bad
economics, and, I add, bad business.

It is surely unnatural that a tribunal of appeal should refuse
to take into consideration the very matters that would be upper-

*Previous_articles in this series appeared in issues of the Railway Age
Gazette of January 6, 13, 20, 27, Fegruary 3, May 19 and 26 and June 2.
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most in the mind of the person who had to decide in the first
instance. And, assuredly, the first thing that a railway manager
takes into account, and ought to take into account, is the
ability of the traffic to' bear the rate; which is really “its effect
upon the trade of the persons who have to pdy it.”” To charge
what the traffic will not bear, at least beyond the point which
leaves the railway some profit on the transaction, is to sin
against the first canon of railway rate making. But this, says
Lord Collins, “is a question of railway management, which in
my judgment lies outside our province.” The result of a man-
ager increasing rates from one set of considerations, and a
court deciding as to the reasonableness of the increase from an-
other set of considerations, is curiously unreasonable. The
court has in more than one case sanctioned increases made by
the railways in coal rates. That an increase in the cost of
carrying coal has therefore been proved we may take for granted;
but it by no means follows, either that the coal trade is in a good
position to bear the increase, or that the companies, if left to
themselves, would have tried to recover their loss in net rev-
enue by increasing the charges on coal. It is much more prob-
able that they would have followed the line of economic least
resistance, and have put up their rates for silks and cigars and
grand pianos, where there would have been no fear of killing the
goose that laid the golden eggs. Indeed, it is quite conceivable
that the very fact that the companies’ expenses in carrying coal
have increased is economically a reason why coal rates should
be reduced. Take this case: The cost of raising coal in England
has been increased by the introduction of the statutory eight
hours’ day for miners. This has raised the cost of locomotive
coal to the companies, and so increased their working expenses.
But, simultaneously, it has weakened the competitive position of
English coal in foreign markets and, accordingly, a coal trader
with a diminishing demand, bound to cut his profits or lose his
trade altogether, is less able than before to pay even the old
rates, let alone the new ones. Economically speaking, a railway
should rather reduce these rates and thus help the trader to
recover his imperilled position and so to balance a profit on a
large tonnage against his smaller profit per ton. But can a legal
decision be justified which puts a railway manager between the
devil and the deep sea—which compels him either to accept a
reduced net revenue or to raise it at the point of maximum re-
sistance? Of course, the position may in practice be worse than
this; for permission to raise increased revenue by advancing
rates on traffic which the manager knows cannot bear an in-
creased rate, and on that alone, is tantamount to a refusal to
permit any increase of revenue at all.

But, though it is easy to see-the economic unsoundness of the
present position, it is difficult to see how a court of law could
avoid it. It is clear that when a railway company has justified
its claim for new net revenue, it ought to raise that revenue from
the traffic that can best bear it. But how by legal procedure,
with its definite parties, and precise issues, and sworn evidence,
can that fact be ascertained? It is equally impossible to bring
all the traders of the country before the court and to decide
questions vitally affecting their interests in their absence. The
moral would seem to be that, if the real question is one that
cannot from its very nature be properly decided in a law court,
a law court is not the proper body to decide it. On the other
side of the Atlantic they seem to be gradually working out a
system of regulation which is much more logical in theory, and
which is likely in the long run to be much more satisfactory in
practice.

The longest regular locomotive run without a stop in Germany
is now between- Berlin and Hamburg, 178 miles, which is made
by two trains daily, one in 3 hours and 20 minutes and one in
3 hours 22 minutes. The longest locomotive run without a stop
in France is 163 miles. The longest run without a stop in
England is 224 miles. The English run is made by engines
which take water while running.



