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IV —The Application of Commercial Enterprise to the Construction of,
Railways. By W. Mulholland, Esq., A.B., Barrister-at-Law.

[Read, Tuesday, 18th December, 1866.]

AT a late meeting of the Society Dr. Hancock exhibited a very sug-
gestive table, showing the unsatisfactory financial position of Irish
Railways. It must have occurred to many at the time that a
similar table of the English and Scotch Railways would be instrue-
tive, and enable us to see whether State interference with the
Railways of Ireland was rendered necessary by any circumstances
peculiar to this country, or was only an aggravated form of the
general unhealthiness which affects the Railway System of the
entire kingdom.

I have prepared such a table with the purpose of making it the

roundwork of my remarks to you this evening,

The Irish table, you will remember, proved clearly that railways
in Ireland have not on the whole been at all successful as a commer-
cial speculation. We found that out of thirty-five rallways there was
only one whose shares were above par, and only six, representing in
mileage but a third of the entire, paying a dividend exceeding 3
per cent; seven others paying a dividend under 3 per cent; and
twenty-one paying nothing, and n various stages from approaching
to actual insolvency.

The present table shows, I think, that the result is the same in
England and Scotland, and that, except under certain favourable
circumstances, the Railways of Great DBritain have paid their pro-
jectors as badly as our own.

‘We see that out of more than 9,000 miles* of Railway in England
considerably upwards of 1,000 miles are paying nothing, and are m
financial difficulties ; more than 2,000 are paying an average divi-
dend of 2 per cent ; nearly 2,000 are paying an average dividend of
4 per cent, and the remainder (considerably less than the moiety of
the whole) is paying an average dividend of 6 per cent.

Thus it appears that more than half the railways of England are
alosing speculation at the present moment, leaving out of the question
the loss upon the minor railways which have become amalgamated
with the great Companies. It is of course impossible to tabulate
these last with any certainty, or within a reasonable space, but it
will be found upon analysing the various amalgamated systems,
that there are numberless small lines which are leased by the
monster Companies at a perpetual dividend varying in different in-
stances from I to 4 per cent ; or which have been entirely absorbed,
their shares having been exchanged for the shares of the great
Companies at a large reduction on the paid-up capital. So that
there has been an enormous loss upon railway enterprise which does
not and cannot appear upon this table.

Again, if we look abt Scotland, the same state of things appears.

* The figures in these pages and the annexed Tables are taken from the
Board of Trade Returns for 1865, and the Railway Share Lists issued by the
London Stock Exchange.
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Out of 2,200 miles of Railway, 1,000, or nearly half, are paying
nothing, even to some of 1ts preference shaieholders , 300 miiles are
paying & per cent, 160 miles are paying 4 per cent, and only in the
residue of 736 miles are the shares above par, so that two-thirds of
the mileage of the Railways of Scotland are a complete failure
as a commercial speculation.

The first thing which stukes one 1 glaneing at these tables is the
glaring inequality in the paying capabilities of the different lines.
To some extent amalgamation has removed thig, but it 1s still ap-
parent where amalgamation 1s mmpossible. For inslance, take the
Great Eastern and the Lancaster and Carlisle ; the one is paying
nothing on s ordinary stock, and nothing even on some of its
preference sharves; while the other 1s paymg 1o} per cent. The
Great Western ts paying only 2 per cent. the Furness and White-
haven lines are paying 1o per cent. The cause of this nught per-
haps be expressed in the one word,—coal, or perhaps i the generc
term nnnerals, It 1s a cumous and instructive fact this, and one
which we realize more and more as we study the railways of these
countries, that no shareholder can look for a satisfactory dividend
on s Iine unless its tratfic in minerals 1s very large, and just in
proportion to its mmeral {raffic will be 1ts dividend Draw a linc
westward {rom London to Bristol, and another northward from
London to the Wash on the boundary of Lincolnshire, and you will
cut, off the whole south and extreme east of England, a district con-
tawning seventeen or cighteen counties equalling m area probably
one-third of the whole of England and Wales, and possessimg more
than a third of the entire Railway mileage of the country—counties
containing a most prosperous agricultural population, some manufac-
tures, and possessing a wide and extensive seaboard with every ad-
vantage for shipping and fishing, but which does not coutain a single
coal muue ; and you will also cut off & district in which the Rail-
way dividend averages about 2 per cent, and which does not possess
out of 3,200 nules a swgle line whose shares range ligher than
11 per cent discount. Take Walcs, north and south In North
‘Wales the Holyhead and Chester hine, with all the traffic of passen-
gers, mails, and ordinary goods from Ireland is leased by the London
and North Western Railway at 24 per cent. In South Wales
collieries abound, and the lines are paying 6 to ¢ per cent.

Take Scotland, and with the exception of 162 miles out of 1304,
there 18 not a Iime north of Stirhng paying higher than one per cent.
Once the railways of Scotland cease to participate in the great carry-
mg trade from the Scoteh and north of England coal-zmnes to the
Clyde, the dividend falls from 7 per cent. to one per cent. There
appears to be only one excepfion to this law, 1f T may so call 1t, and
that is short passenger lines which are fed from the gorged streets of
a great metropolis, such as the Metropolitan and North London
Rallways m England, and the Dublin and Kingstown in Ireland.

It is true that the chief coal carrymg railways have also a Jarger
traffic in general merchandize than the unsuccessful lines, being the
prineipal lughways of trade of all kinds  But when we find that
the year 1865 the receipts from mineral traffic were one-third of the
entire goods traffic of the vailways of these countries; when we find
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that on the North Eastern Railway (a fair instance of a Company
combimng a large general trade with a great coal traffic) considera-
bly more than one-third of the ENTIRE receipts of the railway were
derived 1n that year from mineral traffic; I think we may safely say
that if the coal and iron trade of England and Scotland were to
cease—nay even be materially lessened— every railway share in those
countries would, Iike our own, fall below par.

It appears, then, that except in the most favourable circumstances
railways are mot a remunerative field for private speculation, and
that their construction and management by commercial enterprise
is attended with absolute loss. It is true that many railways have
got into difficulties by want of prudence, such as expensive construc-
f1on, or excessive competition; but, passing by the fact that these
very imprudences are the result, and the mevitable result, of the
commercial spirit when applied to the construction of railways, I
do not think we could hope to raise the dividends of the Great
Eastern or the Great Western, under the most favourable circum-
stances of construction and management, over 3 per cent. Itis
clear that this would not remunerate private investment. If, then,
the commercal speculators who made these non-paying lines knew
as much when they projected these undertakings as they know now,
these lines would never have been made.

We should only have six miles of railway in Ireland. There
would only be three lines in Scotland. There would not be a single
railway 1n the south or east of England. The communication be-
tween England and Ireland, and England and France would be in-
complete. And who knows how much the now successful lines
would suffer from the absence of the unsuccessful. A great part of
the traffic on the northern lines in England would never have
existed but for the further ramifications of railways into the south
and east, which are not self-supporting.

So that the country has become possessed of this complete and
enormous system of rallways by robbing one set of men and enrich-
ing another. It is vain to say that this was a speculation, and, as
i all speculations, one man gans and another loses. This must
mean that the supply of railways has been in excess of the demand,
to the full extent of the loss on the unsuccessful lines; that rail-
ways have paid their projectors wherever they were wanted, and
that they have not paid where they were not wanted. But the
railways, even the worst paymng railways, were wanted. They
were wanted not only by the locality but wanted by the nation.
‘Will any one say that he would wish to see in the country a mile
of rallway less than there is at present, having regard to the ultimate
development of its resources and 1ts permanent advance? Are not
the railways, as well those that have ruined their shareholders as
those which pay 10 per cent., the very breath of our commercial Iife ?
It is necessary for the general prosperity of trade that hops and
wheat should be cheapened in carriage as well as coals; yet the
railway which carries hops and wheat will not pay 1ts owners, while
the railway which ccarries coal will pay largely. Railways have
done fabulous things for the possessors of coal and iron; but the
icreased demand for these articles has re-acted wonderfully upon
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the rallways, and the growing trade has repaid its benefactor ten-
fold. The quickened transit of passengers and letters stinulates not
one trade alone but all trade, perhaps in a still greater degree than
quickened transit of goods; but the lines which have rendered most
service 1 this respect have had worse than a thankless task.

If, then, we had to make our railways over again, possessed as
we are, both the State and commercial speculators, of the dearly
bought experience of the last iwenty years, we should stand thus :
The State will see that 1t 15 necessary for rapid commercial ad-
vance and thorough development of a country’s resources that there
should be a complete system of railways over the country; com-
mercial spirt will see that railways would be a paying specula-
tion m certain favoured localities, but that m other places not so
favoured by nature they would be a dead loss, If the construction
of the ralways be left to a fully mformed commercial spint, and a
ralway mania do not mterfere fo blind 1t for the advantage of
the public, the result will be that railways will be constructed
through mineral and manufacturing districts, and nowhere else. 1f
railways are to be constiucted elsewhere they must be paid for out
of the taxes Tlus will be better than having our railway systen:
incomplets, but 1t will certainly be attended for a long {ime with
loss to the national exchequer; for, although Government can con-
struct and work railways at a cheaper rate than private speculators,
through obtaming s capital at lower rates of interest, yet the
average returns from railways 1 such districts are even less than
would pay the Glovernment rate of interest; and capital could not
perhaps be obtained by Government for railway purposes at so low
a rate as most people think. Is there mo means of possessing a
perfect and self-supporting railway system ? There is a fund from
which the State could have recouped 1tself for the loss on the non-
paying lines, which was lying ready to its hand, which was the sole
property of the nation, but which it has handed away to private
mdividuals . that fuud 1s the surplus profits of the successful
railways. .

To see this clearly, we must obtain a clear notion asto what con-
stitutes the difference between these two classes of railways.

A railway may be described as an mstrument whereby a working
capital may be employed ab 5o per cent. profit. All railway ac-
counts show this to be a uniform result, whether the line is success-
ful or not, that the working expenses of a railway average one-half
of 1ts receipts. Although of course economy in management will
not be without its effect in increasing the gross profits, yet so small
a sum divided over the whole capital will produce an almost
mnperccptible effect on the dividend. The Great Eastern and the
Great Northern, which contrast very strongly in reference to divi-
dends, have had for the last few years almost the same proportion
between working expenses and gross receipts. An instrument
which makes money at 50 per cent, on 1ts working capital will
necessarily be a very costly one. It is not, however, the difference
1 the cost of construction which makes one railway pay better
than another. The best paying lines generally cost more to con-
struct than the worst. The grand difference between a successful
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and an unsuccessful railway is the comparative extent of the field
for the employment of a working capital, the comparative amount
of money which can be turned over at a profit of 50 per cent.—in
other words, the gross receipts.

The Great Eastern and London and North-Western Railways have
about the same proportion between working expenses and gross
receipts ; the rate of profit on their working capital is about the
same., The construction of their hne cost probably the same in
proportion to their respective mileage; indeed, the Great Eastern
cost probably less than the London and North-Western Railway.
It runs through a level country, and the land is probably not as
valuable. The Great Eastern runs 700 miles, and 1ts gross receipts
are 1% millions; the London and North-Western Kailway runs
upwards of 1,300 miles,—mearly double the mileage of the Great
Eastern,—but 1ts gross receipts arve 5 nullions. In other words,
while the Great Eastern can only make 5o per cent. on 1¢ millions,
the London and North-Western Railway can make 50 per cent.—
not on 3 mitlions, which would result in no divadend hike ¢he Great
Eastern,—but on § milhons.

We see, then, that the prime element which confers success on
one railway enterprise more than another, is not superior skill, or
energy, or labour, but peculiar advantages inherent in certain dis-
tricts and conferred by nature. These are the, property of no pri-
vate person, unless the state chooses to allow him to appropriate
them ; they belong to the nation and the public; and should not
be permitted to be turned to any other than national and public
advantage. As various districts possess this advantage in various
degrees, the more favourable districts will yield a rent to the state,
to the extent 1n which thewr profits exceed the ordinary return to
capital, and the state can appropriate this by competition. If the
full advantages of each district could be predicted at the outset
with perfect accuracy, this rent might be appropriated by the state
by simply charging a fixed sum for the privilege of making a rail-
way in a particular district ; but such a foreknowledge 1s of course
impossible; peculiar latent advantages would begin to show them-
selves m places where they were not at first perceived. In order,
then, that the state should obtamn the full benefit of the pecular
advantages to which 1t is entitled, 1t must be the landlord of
the rallways, with power to vary the rent as these advantages
varied.

If, then, we were about constructing our railways, we should not
permit private companies to seize the most favoured distrets, and
pocketing the profits, leave us m difficulties with the less profitable
railways. Private enterprise, however, might still be our gwde;
but it would he kept to its proper himits, and be only a guide
and not a master. When commercial instinet saw the necessity for
a line of railway, it would apply to government. Government, on
approval by a parliamentary committee, as at present, would con-
struct the line, and when construeted, hand 1t over to the company,
recetving at first nothing more than the mterest on the cost of con-
struction. At the ond of a short termn of 5 or 10 years, one set
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of railways, those in the favoured districts, would appear to be mak-
ing more than the ordinary retarn to rapital ; to these government
would then charge a sam {or rent, as distingmished from nterest on
cost of construction—a remuneration for the peculiar advantages of
the district through which the rallway runs.  In the unfavourable
diwstricts, however, the railways would not be paywg se much as
the ordmary return to capital, and would be unwilling to pay the
full mterest on the cost of construction. Government conld then,
oat of the revenue from the rent of the successful lines, lower the
charge made for interest to the unsuccessful. In this way our rail-
way system would have been constincted rapidly and cheaply over
the whole country, with loss to nobedy, but with probably an un-
portant surplus revenue to government, to be apphed to further
railway construction or other national purposes. Under this sys-
tem, amalgawation of the managing companies would have been
more easy and more complete  We should have reached the pre-
sent pomnt in railway hstory just as soon, without large gains to
one lucky class of speculators, and large losses to others, and with
the germ of a smking fund for natonal purposes 1 the nereasing
dimensions of our trade. The state wonld be in the position of
landlord of the railways, possessing a right tc the surplus profits of
this peculiar speculation over others, and having a nght to nsert
in the lease covenants and conditions 1n favour of the public; while
private enterprise would be confined to its proper sphere as capital-
ist farmer of the estate , rent would not as now be confounded with
profits, and each would attach to 1ts proper owner.

It is not my object to suggest what course should be now adopted
by the State in dealing with the railways; neither would I be
supposed to advocate the superiority of private enterprise over the
State 1 the management of the traffic of railways when construeted.
It is a question not so much of principle as of experience and infor-
mation 1 detal ; my intention was merely to pomt out what
appears to be the true relative position of the State and private
speculation in railway enterprise, if the latier be admitted at all.

But I think it will be seen to follow from these remarks that
possesston by the state of the soil, at least of the railways of the
entire kingdom, is desirable. It 1s not too late partly to retrace our
steps. It is true we cannot put everything into the position it
would hold if a different policy had from the first been pursued in
rallway enterprise. In the case of the prosperous railways we must
pay high to purchase back the rights we have foregone, bul we will
probably be able, unfortunately for the sharcholders, to purchase
tlie unsuccessful hines forless thau they would have cost us to con-
struct ; and, considening the low rate at which Government can
borrow money, the nation will possess the entire system of railways,
ab a cost which will not be greater, and will probably be less, than
the gross letting value, even if the rarlways of Ireland are included.
The average dividend on the capital expended 1 ratlway enterprise
is for the entire kingdom about 4% per cent. This would leave a
considerable margin for Government, even if they pard the cost
price of the Railways all over the country ; and m the rapid expan-
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sion of trade, of which a more enhightened management would be at
once the cause and the effect, railway rents would no doubt assume a
position of importance among the sources of the revenue of the

country.

ENGLAND AND WALES.

Divided Price
Dinidend | Average of £100 of
Mileage Hgggl’ﬁg': ~'3 Years Shares,
sin s | S| Nejgmver
£33 4a £8 4 £ 6 d
I Crass Under a Recevver
1 London, Chatham, and Dover .. . 132 -
— 132
IL Cuass.  Stand stell—none
IIL Cxass  No Dumdend on some Preference
Stock.
r Cornwall . . . . 66
2 Colne Valley . . . 19 . 25 0 o
3 Great Eastern . 741
826 . 26 5 o
IV. Crass  No Dwidend on Ordinary Stoclc
1 CheshneMidland . . . . 20
2z Hull and Hornsea . . . 13
3 Somerset and Dorset 66
4 West Cornwall . 42
5 Norwich and Spalding 22
6 Small Ralways 39
. 202
-
V Crass. Diwidend less than Funds.
1. Fleetwood and Preston .. .. . 8
2 Berks and Hants, Great Western . 25 1 5 0| 016 ©
3. South Devon . 100 110 Of 10 0
4 Stamnes and Wokmgham. . 30 rIs of I15 O} 44 0 ©O
5 Manchester, Sheffield, and Lincoln .. 255 11 6] 2 3 4| 45 0o o
& Chester and Holyhead .. . .. | 1085 2 oo 117 6| 5210 0
7 Great Western .. . B . | 1245 210 of 210 0 53 0 ©
8 Rhymney 24 2 00| 268 54 26
¢ Kendal and Wmaermere, London and 3 0o ol 3 00
Noi1th Western Radlway . 10
1o. Manchester and Matlock, London and 3 00 300
North Western Rallway . . 12
x1 Mid Wales . 48 212 6 213 6
12 Cambnan .. 132 2 0 o
13 Brecon, Merthyr Tydvﬂ 61 114 2
14 Cockermonth and Keswick 31 2 10 ©
15 Swansea Vale . 20 115 o
16 Small Raillways .. 64 1 00
2,170
VI Crass Dwndends less than Commercial In-
terest—Shares below Par
1 South Eastern .. . 297
2 Noith Staffor dshire s | 144 217 6] 3 4 2] 6610 o
3 Wiltsand Somerset, Great Westetn . 30 4 o of 316 8! 7310 o
4 Birkenhead, London & North Western 4 0 0ol 4 00| Bob o0 o
Railway 45
5 Buckmghamshue London aud North 4 © 0} 4 0o
Western Raillway . . . 53
6 London and South Western . 546 4 00| 4 0 0| 8 o o
7 Llynvi and Ogmore . +e 20 4 0 0| 4 6 8! 8310 O
8. Buistol and Exeter . 121 4 00| 4 00} 8 o o
9 London, Buighton, and South Coast .. 275 410 of 410 0| 8 o o
10, Bu‘mmgham and Wolverhampton, Lon- 4 oo| 5 2 6| 8 o o
don and No1th Western . 20
11. Waitington and Stockport, Londonand 4 0 0| 4 0o o0
North Westein . 34
1z Hull and Holderness, North Eastern . 6 4 0 0} 4 0 0O
13 Wottingham & Giantham, Gt Northein 27 4 © 0| 4 o o0
14. Birmingham and Derby, Midland . 55 4 2 6] 4 2 6
15. Llanelly .. . . . . 6o 412 6 5 2 6] 94 o o
720 312 6




1867.] to the Construction of Railways. 401
Price
Duvidend | Aoeral .| of £10 of
Mileage Haif-year, | 3 Years ongmal
ending Prevmus to Stock,
June, 1866 June November,
1886
£8a)| £5 @ £ 3 d
i Brouaht forward 1,920
VII Crass Shares above Par.
» North Eastetn .. . e 1,189 §T0 © . 107 o o
2 Gheat Northein . 391 s © ol 5 6 8|16 0 o
3 London and North Westein 902 6 o o 518 41118 5 o
4 North London . . 12 6 0o 0|l 6 0 o]l120 0 o
5 London, Tilbury, and Southend . 44 6 o o
6 Monmouthslure . . . . 49 610 o
7 Metropohtan . .. . . 5 7 o o] 610 0j{123 2z 6
8 Midland .. . . 645 6 o o| 610 012417 6
¢ Lancashire andYorkshue .- 403 615 o 6 o o125 o o
1o, Taff Vale .. 76 910 ol10 0 o]155 O ©
11. Furness and Whltuhaven . . 35 7 53 0
12 Preston and Wyre . 28 7 0 o
13 Maryport and Carlisle . 28 90 0|70 © ©
t4 Furness .. . . 53 0 0 o
5 Whitehaven Junction ., . .- 13 16 6 0|10 © o©
16 Lancaster and Carlisle .. . . 9o 1010 0|16 O O
17 Blyth and Tyne 36 915 o 80 o o
18 Whitehaven and Egcemont . . 10 0 0 o 208 o o
19, Small Rallways .. . . . 106 4.175
H225
SCOTLAND.
Dividend,
Divmdend e | P f £1
Mileage Halt: yzar, ﬁ%ﬁ%ﬁf Onr;(:’xelag Sbog?{,
June, 1866 3 years Nov, 1666
£ 8 d|£ 5 4] £ 8 d
T Crass. Bankrupt —none
11 Crass. Stand-siril—none
IIL CLstss. No Dwidend o some Preference
tock.
1. North Bufish .. . . 723 . 36 15 o
2 Great Northern of Scot!and . 242 = .. 15 o o
—-— 957
IV.Crass  No Dundend on Ordimary Stock
1. Forth and Clyde Junction ., . 32 . 47 o o
— 3
V Crass, Inwndend less than the Funds
1 Highland 242 1 00} 2 0 o 53 © o
2. Port Patiick (leased 1o Culedonmn).. O3 T ool1 oo 810 0
- 305
VI Crass. Dwndend less than Commercial
Interest.
1. Scottish Noith-Eastern . . ¥62 4 O o . .
— 12
VIL Crass  Shares above par.
1 Glasgow and South Western . 254 7 oo .. 19 o o
2 Caledomian .. .. . .. 431 7 5 0 12T 10 ©
3 Deeside . e 32 710 0 . 128 o o
4 Leven and East of Fxfe .. ve 19 6 0o © .. .
— 736
2,200
|






