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Chapter 19 – Section 1
Railroads Lead the Way



Male Speaker #1: If you look for example between New York and Chicago, there were five railroads that were competing. There were even stories of one railroad having cut its rates for moving cattle, was inundated with cattle from a competing railroad. The belief of the competing railroad was that they were losing money on every cow that they shipped and if enough cows could be shipped on the competitor’s railroad that railroad might fall into bankruptcy.

Male Narrator: Two of the fiercest competitors were the Burlington and the Union Pacific; their tracks ran parallel often less than 20 miles apart. In the 1920s Gene Proudfoot of the Union Pacific was sent to spy on the Burlington’s trains.

Male Speaker #2: To keep track of the competition, we would count the type of cars in each train so that we could get a gauge on who is getting the most business. Counting the cars was sort of a chore particularly in the wintertime because it got cold in Denver. I discovered that the train master the Burlington was also counting our cars, so we contacted each other and agreed that we would trade counts of type of cars and stay in the office.

Male Speaker #3: The railroads actually had a monopoly in a lot of areas, so therefore they could set their own freight rates and the farmer of course was subject to whatever those rates would have been and it would have been impossible for him to have hauled his products any great distance and he lost money because of the higher freight rates and it caused a lot of hard feelings between the railroads and the farmers.

Male Speaker #4: Farmers felt that the railroads had exploited them that this monopoly had been created and had simply was stealing their produce by their monopolistic rates was just driving them to the poor house and a whole political movement, the populist political movement grew up in the rural areas particularly as a result of this feeling.

Male Narrator: Popular opinion had turned against the railways. They were no longer the creators of opportunity. The big time speculators and railway tycoons became famous for business practices that were lucrative and often dubious.

Male Speaker #2: The shenanigans, they are up to were almost without end for one thing they would issue stock without any warning. They would just print a 100,000 shares and dump it on the market without anybody knowing about it ahead of time, and of course if you were trying to buy control of a railroad and the management of that railroad suddenly doubled the number of shares outstanding, it made it much more difficult to get control and in 1868 that’s exactly what the Erie Railway did when Commodore Vanderbilt was trying to buy control, they simply printed it.

Male Narrator: Vanderbilt spent $7 million on these new shares, Jay Gould, owner of the Erie Railway put Vanderbilt’s money in a carpetbag and fled Wall Street for an armed fort across the river.

Male Speaker #6: Jay Gould operated in a business world that was pre regulation, as we understand it today. It was a free for all time. The rules were very loose to the extent there were any rules. I think Jay enjoyed rather bad publicity throughout his life. There were times when he endeavored to cure it, to deal with it and he, I think bought a newspaper at one time and perhaps wanted to burnish his image a little bit through that newspaper.

Male Narrator: The robber barons had few scruples, sometimes they bought newspapers, and other times it was the law.

Male Speaker #2: The relationship with politicians was often or shall we say intimate, New York State Government was very, very, very corrupt in the 1860s.  The legislature could be bought. The governor could be bought. The judges could be bought and they all were bought, and bribery was really the only way to get business done, because if you didn’t bribe the legislator to get the law the way you wanted it your opponent would bribe the legislator to get the law the way he wanted it and very often you would end up with both sides bribing the legislature and the legislator having a fine time and of course the people’s interest was not very important here.
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