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THE FAILURE =
OF STATE RAILWAYS

CHAPTER 1
A TrioMpH OF PrivaTe ENTERPRISE

ONE of the most prominent items in the programme of the Labour
Party is a demand for the nationalisation of railways. Railways,
like mines and banks, are declared to be * ripe for nationalisation.’
The question of railway nationalisation may therefore in a very
brief period become an acute political issue.

In pressing their demand that the railways of Great Britain,
which represent one of the most notable triumphs of private
enterprise, should be appropriated by the State, the Socialists will
be able to enlist the support of various groups of people who
approach the problem not from the point of view of Socialist
theories, but from that of their own private pockets. In particular,
the railway employees as a body are convinced that they would
get better terms out of the State than out of private companies,
and their voting power is a considerable factor in our electoral
system. There are also a certain number of traders who, when
they are dissatisfied with the railway rates affecting their business,
jump to the conclusion that under nationalisation their grievances
would automatically disappear. .

The Socialists in their campaign for railway nationalisation have
this further advantage that they can point to the fact that in
many countries railways already have been nationalised. The
actual results of State ownership, as will be presently shown, are
in every country where the experiment has been tried highly
unsatisfactory ; in some cases they have been financially disastrous..
Nevertheless, the mere existence of these State-owned railways in
other countries furnishes an argument to the advocates of railway

nationalisation in Great Britain.
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In the same way the existence in our own country of a Govern.
ment postal service is used as a plea for a Government railway
gervice. The plausible rhetorician exclaims : ‘ If the Government
can ‘carry letters and parcels, why not, passengers and all kinds of
goods 2’ The first answer is that the carrying of letters and sealed

sparcels, limited in size and weight, is an extremely simple task
compared with the complications which arise when goods of every
* description have to be handled and have to be conveyed at rates
"which will encourage traffic without destroying profit.

The second answer is that the establishment of & Government
postal service is largely a matter of historic accident. The postal
service in England slowly developed out of the organisation
established in Stuart times for the carrying of Royal despatches.
It is by no means certain that a private company could not have .

" undertaken the work equally well. As & matter of fact the first
sttempt to establish penny postage was made more than 200 years
‘ago by a private company and was crushed by the Royal monopoly.
More recently the express delivery of letters in London was first
organised by a private company, which again was hampered in its
operations by the Post Office monopoly.

It has also to be remembered that & large part of the work of
the Post Office, namely, the coriveyance of letters, from one postal
_centre to another, is done by the railway companies. Indeed,
even in the earlier years of road traffie, most of the roads used by
the Royal Mail vans had been built by private enterprise. When
we pass to telegraphs and telephones, the debt due to private
ownership  becomes moré obvious. The telegraph system of
England was invented and developed by private enterprise, and
"'it was not until 1871 that the service established by private com-'
panies was taken over by the Post Office. The promise then held
out to Parlisment was that under State management the annual
profits would be sufficient to pay off the whole purchase price in
twenty-nine years, and that subsequently there would be a hand-
.- some surplus every year for the reduction of the taxpayers’ burdens.
‘ As a matter of fact under State management the telegraphs have

year by year involved a heavy loss to the faxpayer., " .

_ Incidentally the acquisition of the telegraphs by the State led
to the establishment- of a new Government monopoly" which for
.many years seriously obstructed the development of the later
invention of telephones. In spite of this obstruction private
enterprise built up a very excellent telephone system which was
taken over by the State in 1911. The financial results have been
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less unsatisfactory than in the case of the telegraphs, but it is
probable that the taxpayer would have done far better if the
Government had continued to leave the telephones in the hands
of private companies, contenting itself with the heavy royalty which
it was levying on their profits. In the United States telegraphs
and telephones are still in the hands of private enterprise, and the
general opinion of most observers is that the service is much more
efficient than that obtaining in Great Britain. :

For these reasons the management of the postal service and of
the telegraph and telephone services by the State furnishes no
argument whatever for the nationalisation of railways. On the
contrary it suggests that there are inherent defects in State manage.
ment which would certainly be felt more severely if Governmens
officials and politicians were placed in control of such a complicated
business as railway transport involves.

The fact that in other countries railways have been nationalised
furnishes by itself no necessary argument for the nationalisation
of the railways of Great Britain. The conditions prevailing in the
respective circumstances have to be taken into account before any
inference can be drawn. It is important to remember that England
is the birthplace of the railway systems of the world. It was on
English soil that the first steam railway was built, and the develop-
ment of railways in England, solely under the impetus of private
enterprise, preceded the construction to any appreciable extent of
railways in other countries. More than that, many railways abroad
were from the outset very largely financed by English capital and
their construction very greatly assisted by the labour of English
and Scottish engineers. An enormous amount of English capital
has been invested in railways in America and other overseas
countries. As a particular illustration of this, it may be mentioned
that the Canadian Pacific Railway Company in their last report
gtate that 50-73 per cent. of their capital is held in the United
Kingdom. )

An interesting testimony to the way in which Great Britain has
led the world in the development of railways by private enterprise
is to be found in a book entitled ¢ Railway Transportation’ by an
American author, Mr, Charles Lee Raper, published in 1912.

Grest Britain has been the world’s pioneer in the introduction
of this form of transportation; she bas been ita most perfect
example of the strictly private railway corporation ; she has been
its greatest achievement of private ownership and operation. And
it would be, to say the least, most unwise for the people of the

& ' .
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,Unitea i{ingdom to exchange their comparatively complete and

efficient system, ‘which has been created and perfected by private

-“enterprise, under the supervision of the State, for the system of

>

government ownership and management, the efficiency of which
for the British is at least problematic.

This judgment is perfectly sound: The fact that other countries

) for various reasons have been induced to adopt, State manaéement

of tailways furnishes no argument whatever for the nationalisation
of railways in a country where private enterprise not only led the
way, but also has justified itself by building up a magnificently

“successful system- of railway transport. As to the success of that

gystem before the war, the best proof is to be found in the small

number of complaintg brought by the public against the companies.
In & paper read at a meeting of the, Royal Economic Society in
1908, Sir George Gibb pointed out that every facility had been

-afforded to complainants by the creation of the Railway and Canal

Commission, but the number of complaints addressed to that
court were so few that it was suggested that the possible expense
of litigation acted as a deterrent. Thereforé the Government went
further and made provision for persons who imd‘ any complaint or
grievance of any sort or kind to appeal to the Board of Trade,
which would use its influence to secure an amicable adjustment: of
differences. Sir George Gibb went on to quote the report of the
Board of Trade, showing ‘that the total number of complaints
against all the railways in the kingdom within the previous ten

_years was only 15629, or an average of 153 per annum. In compari-

son with the millions of transactions with which the railways are
concémed in the course of a year this figure is altogether insignifi-
cant.” It clearly proves that before the war the service rendered
by the privately owned railways of the kmgdom satisfied the wants
of traders and travellers.

Nor did war conditions destroy the eﬁiclency of private railway

p management Conclusive evidence on this point is to be found in

" - the Report of the Select Committee on Transport®, which sat in

the latter end of 1918. Durmg the war, as is well known, the
Government assumed control of the railway system of the kingdom,
but very wisely it left the whole work of detailed administration

in the hands of an Executive Committee composed of twelve

* general managers from different railway companies, with the result

that, in effect, private enterprise was still responsible for the

-} H., of C. paper, 136 of 1918,
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management of the railways. The report just referred to states
that :

The changes which have been introduced and the high efficiency
which has been witnessed in the working of the-traffic by the
railways during the war have been due far more to the patriotic
determination on the part of all concerned to do their utmost to
assist the country in a time of national emergency, regardless of
corporate or personal interests, than to the direct imposition by
the Government of its will upon the railway companies.

The report goes on to say that the success that attended the
operation of the railways throughout the war ‘ has been superior
to that witnessed in any other of the belligerent countries.” The
Chairman of this Committee, speaking on the same theme in the
House of Commons on July 8, 1919, said :

After all that has been said it must be remembered that we are
always inclined to depreciate our own institutions, It is common
ground among those who have knowledge of railway affairs that
the management of English railways, far from being inferior, is
superior to that of. any other country of the world. English
railways have led the world in efficiency of management.

When a system has produced such results as these, surely very
solid argument indeed is needed to justify proposals for a complete
change. It will be shown in detail in later pages, how unsatisfactory
are the results achieved by State railways in other countrics. In
Great Britain not only has private enterprise built up a highly
efficient service, but it has created this service at no cost to the
taxpayers of the country. On the contrary, both taxpayers and
ratepayers profit greatly by the revenue which the railways furnish
to the national exchequer and to the local authorities. The only
charge on the other side is the interest payable to shareholders.
But this charge would not disappear under nationalisation, unless
the policy of sheer confiscation advocated by the extreme com-
munists were adopted.

As a matter of fact, railway shareholders have obtained a very
small return upon their investments. A considerable number of
lines have never paid a penny of dividend to the shareholders who
advanced the money for their construction. Yet most of those
lines still exist and are still of service to the nation. It is important
to add that the cost of building our railways would have been
appreciably less if private enterprise had been given fair play. In
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the early days, railways were ,rega.rdéd with suspicion by landowners

. whose influence in the House of Commons was then dominant, and
their progress was obstructed rather than hindered by parliamentary
authority. . The cost of passing Railway Bills through Parliament
was terrific, owing to the long delays and to the high fees charged
by parliamentary lawyers. In addition the companies were often
compelled to pay exorbitant prices to owners of land in order to

" buy off their opposition to Railway Bills. The State, in fact,
instead of helping to promote the most useful syster of transporta-
tion which has yet been invented, acted as an obstructive agency.
It is clearly unjust to blame private enterpmse for the financial
_consequences of State obstruction. -

Nor is it possible to argue that the private owners of the rallways
are -obtaining. an exorbitant reward for the services which their
capital has rendered to the'mation. In the year 1913 the total
capital of the railways of the United Kingdom was £1,334,011,000.
‘Some of this capital was éarning no interest at all ; & few portions
were earning a moderately high rate of interest ; but the average
interest paid or payable on all classes of: rallway capital for the
year 1913 was 4-27 per cent. That is not"a high rate of interest
on an undertaking, a large part of wluch "wag necessan]y of a

_speculative character. )

. Since the war the railway system of Great Bnta,m hag been
‘grea,tly affected both by legislation and by the administrative
interference of the Government. In particular, while Government
control of railways still continued the Prime Minister in 1919
dramatically intervened in the case of a railway strike and granted
to the railway employees concessions which added very greatly to
the cost of working the railway service. At the last meeting of
the London and North Esstern Railway ! the chairman of the
Company stated that since 1913 there-had been an increase of not
less than 148 per cent. in. the railway wages bill. In addition, '
there had been heavy increases in the price of cqal and of most of

* the other cominodities which the railways have to purchase to carry
_on their business. Vet in spite of this increased cost of working,
railway charges only show the comparatively moderate increase
of B0 per cent. as compared with pre-war figures. = As the chairman
of the London, Midland and Scottish Railway said, addressing the
-shareholders in February last : ¢ Very few traders to-day are selling
their wares ag low as 50 per cent. above pre.war rates.’ It is
mterestmg m passing to note that this increase of 50 per cent.

{1 Phe Times, March 15, 1024,
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exactly represents the increased charge for letter postage impoged
by the State-owned and State-managed Post Office.

The most important change made in the railway system of the
kingdom by recent legislation has been the amalgamation of over
100 different companies, many of them small, into four great groups.
This consclidation has furnished a fresh argument to the advocates
of nationalisation. With the kind of plausibility that appeals to
& popular audience, Socialists argue that if it is possible and
desirable to combine 120 railways into four groups, it is also possible
and desirable to combine the four into one, and to put the whole
under the management of the State. This point is pressed by a
prominent politician, whose intellectual acumen should certainly
enable him to see the fallacy involved. In a little book called
‘If Labour Rules,’* Mr. Philip Snowden, after referring to the
amalgamation which had taken place, writes :

The transaction was carried through without interfering with
the running of a single train. The shareholders in the companies
absorbed were given scrip in the new company corresponding to
the market value of their holdings. The procedure would have
been just the same if, instead of amalgamation into four private
companies, the railways had been formed into one company, and
that company the State.

It is in the last five words that the fallacy is contained. There
is a fundamental difference between amalgamating various
commercial companies into one or more new commercial
companies, and converting a commercial company into a
State-owned and State-controlled - organisation. Yet this is
the ideal at which Mr. Snowden aims. A few lines later on,
be says :

In all the undertakings and services I have mentioned as being
ripe for public ownership, the capital is already subscribed, so to
pationalise the ownership of these concerns it would only be
necessary to put the State into the position of control now exercised
by the directors.

That is the real issue involved—the transference of control from
a board of directors to a Government department. A board of
directors is responsible to its shareholders and must conduect its
affairs on commercial principles. A Government department is

1 The Labour Publishing Company, 1923,
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responsible to & ministry, which in turn is responsible to an elected
" assembly, and must therefore finally be guided not by commercial
but by political- considerations. ’ -
The evils-which in practice inevitably ensye are illustrated in
_the next chapter. .
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CHAPTER II
THE LESSONS oF EXI;ERIENOE

THE experience of other countries gives no ground whatever for
the confident assumption made by Socialists and semi-Socialists
that the nationalisation of railways will necessarily prove beneficial
to the community. Take first the case of the United States.

Uxmrep StaTes

The railway system of America was built up entirely by private
enterprise, very largely assisted in the earlier days with English
capital. The system of private enterprise continued to operate
until the United States came into the Great War. The Federal
Government assumed control of the railways by a proclamation
dated December 28, 1917, and the then Secretary to the Treasury
was appointed Director-General of Railways. The results of
Government control were so unsatisfactory that with practically
universal consent the railways were restored to private manage-
ment in March, 1920. The financial result of Government control
for twenty-six months, followed by a period of six months’ guaran-
tee, was a loss to the Federal Treasury of $1,696,000,000.%
It is not intended here to argue that any final conclusion
with regard to peace administration can be deduced from war
conditions, but the brief experience of nationalisation by -the
American people is certainly not encouraging to the advocates
of nationalisation in this country. It is interesting to add that
there are about 230 privately owned railways in the United
States, with a mileage of 258,000 miles and an estimated value
of £1,000,000,000. The shares are said to be owned by more
than 2,000,000 people, in addition to the large army of debenture
holders.

! See report by Mr, James C. Davis, Director-General of Railways and
Agent to the President, dated January 8, 1924,
11



GEEMANY '

Germany furnishes facts more relevant to peace conditions,
Sir William Acworth points out in his report on the reconstruction
of the Austrian State railways that when Prince Bismarck’s great
schemes of railway nationalisation for Prussia were first introduced

" "in 1878 it was intended that the railways should have a separate

budget, but this was not’contained in.the legislation as finally
passed. Subsequently there 'were constant complaints of the
interference of the Treasury in railway affairs. - On the financial
side; however, the Prussian Government achieved a striking success,
" which is frequently quoted by the English advocates of nationalisa-
tion as a proof of the advantages of State management. : But this
success was mainly due to two causes, which have no relevance to
English conditions. " In the first place the Prussian railways cost
less to build than lines in'Great Britain, because of the relative
ﬂa.tness of the country.” In ‘the second place, }’russm, before the
war, was governed by a rigid bureaucracy, unhampered by the
“political influences which in other countries have 8o gravely inter-
fered with the financial success of the .State-managed railways.
Further, it is important to realise that the State railways in Prussia
rendered less service to their customers in the way of collecting
and delivering goods than is customary with English railways.
The other’ States of Germany showed less satisfactory results
from nationalisation than Prussia, and there were frequent sugges-
tions made for amalgamating all the railways into one central
-federal system. Thése proposals were partly realised after the
Great War, and. for a, brief period the railways' of the German
Reich were worked a3 one State concern. They are now to be
" banded over to a Company which is to be partlyycontrolled by
.. Germany’s creditors. The broad fact stands out that the loss on,
State railways since the war is one of the main causes of the financial
collapse of the German Government. A well-known writer, Mr.
Robert Crozier Long, states in the Fortnightly Review for April, 1924,
that between April 1 and November 15, 1923, the whole revenue of
the German Government was 678 thousand billions of paper marks
" and the expenditure 178 million billions. Nearly two-thirds of the
expenditure was due to the losses on railways and posts. Nor have
the railway troubles ended with the creation of the Rentenmark.
There have been fresh railway strikes as recently. as March, 1924,
and in April the German Cabinet agreed to the demands of the
. . 12 .



railwaymen’s union for a further increase in wages.! It is specially *
interesting to note that this decision was made by the German
Cabinet in April. Yet as far back as February the German railway
system was noniinally freed from politieal control and placed under
an independent business organisation.?

FrANCE

The general idea of railway organisation in France before the
war was the division of the country into railway regions, each
assigned to a separate railway company, but all subject to con-
siderably more State control than prevailed in England. Most of
these railway systems, like the P.L. and the Nord, carried their
own burdens and paid their own way. The Chemin de Fer de
I'Ouest, however, never succeeded under private management in
fully covering its expenditure, and the State had to bear an appreci-
able annual loss for the guaranteed interest on the original capital.
In the hope of getting rid of this loss the French Legislature in
1908 passed a measure for the nationalisation of the Chemin de
Fer de I'Ouest. The transfer to the State took place on January 1,
1909. The loss which the State had to make good as long as the
company was privately managed averaged for the ten years ending
December, 1908, £580,000 a year. By 1913 the annual charge
upon the public revenues to make good the losses on this railway
had risen to £2,900,000. One of the causes of this heavy increase
in the annual loss under State management was the growth in the
number of officials due to political pressure, and to the introduction
of bureaucratic methods of management. Within three years after
the Government took over the control the number of employees
in the central office increased from 1526 to 2587. Under company
management only one copy was made of documents ; under State
management all documents were kept in triplicate. As a particular
illustration of bureaucratic methods Professor Leroy Beaulieu
quotes a letter from a stationmaster which was read to the Chamber

of Deputies : 3

In the time of the Western Company, we stationmasters had
orders to use the rolling stock as quickly as possible, and to send
to a given station all that we did not ourselves require, Under the
State all is changed. Every stationmaster is forbidden to load any

1 Vide The Times, April 9, 1924
1 Vide The Morning Post, February 16, 1924,
3¢ State Railways in France.' Paper read by Professor Leroy Beaulieu at
the Congresa of the Royal Economic Society, January 11, 1912.
13
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* wagon without the orders of the distribution bureau of the district.

This bureau is, as is well known, a new ereation specially designed -

for the purpose of finding situations for so many more bureaucrats.
Recently, having received two wagons loaded with horses, accorm-
panied by an order to send these wagons to Caen after they were
unloaded, T thought to do well by loading in these two wagons 200
sacks of grain which had been waiting in the shed for several days
to go to Caen, But alas, I did not know the bureau of distribution.
The next day I saw my two wagons return, and I received at the
- same time an order to unload them. I was reproved into the
bargain for excess of zeal. - I had to obey the order. That evening

I sent the wagons empty to Caen. Next day I received two others, ‘

also empty, into which to load the grain, °

Engllshmen who may be tempted to argue that such’ follies as
this could not occur in their own country may ugefully be reminded
that exactly similar follies did océur during the war when the

Government took control of the dlgtnbutlon of coal and otherwise

interfered in commerclal matters

BELAIUM

Most of the railways in Belgium had for miany years before the
war belonged to the State, and & striking condemnation of State
management was formulated in March, 1914 by the Comité Central

, Industriel de Belgique, a body representing most of the principal

industrial and commercial organisations in Belgium. In a letter
addressed by this body to the Minister of Railways a long list is

given of detailed defects in the working of the State rax]wa‘ys, and -

;the Government is charged with having fa:]ed to adopt any
conswbent scheme of mana.gement

N

Accordmg to the fancy of the mdment dunng the pa,st ten years
. wo have seen succeeding one another a Dlrector-Geneml, a Council

of Admmxstratlon, a. Committee of Management “and then this

series of transformations started all over again. The Government
has céntralised,” decentralised, and recentrahsed

The Mmmter is remmded that hé lumself had seud that ‘ from the
top to the bottom of the scale political and electoral influences
and intrigues play an intolerable part.’ Finally; & contrast is
" drawn between the excellent service rendered by a private railway
company, the Nord-Belge, and the corresponding but wutterly
inadequate services rendered by the State railways.

14 :



Further information with regard to the methods prevailing in
the administration of the Belgian State railways before the war is
to be found in Mr. Pratt’s ‘ State Railways.’! Dealing specially
with the question'of political interference, Mr. Pratt states, on the
authority of M. Peschaud, that railway officials recommended by
members of the majority party in the Chamber of Deputies were
sure of rapid promotion, whereas those suspected of holding views
opposed to the Government of the day were regarded with adminis-
trative disfavour. Reciprocally, political parties laid themselves
out to secure electoral support from the railway employees. In
the discussion on the railway budget in the Belgian Chamber in
1904 sixty members took part in the debate, two-thirds of them
with & view to securing increased pay for the railway workers,
On this occasion the budget was discussed in the Chamber for a
period of five weeks, Mr. Pratt also reproduces a circular issued
to electors by the Catholic party which was then in power. After
stating that the Catholic candidates intended to support the
demands of the railwaymen for increased pay and other privileges,
the circular went on to say :

You ought for this reason to vote for the Catholic candidates.
In what way will it benefit you if you vote for the Liberals ¢ They
have no standing in the country, and will not be able to obtain
anything for you. Nor should you vote for the Socialists. How
is it possible for them to get for you what you want ? Not for
another twenty years, at least, are they likely to come into power.

Sir William Acworth, in one of his many valuable books on
railway problems, gives another illustration from Belgium of the
way in which the administration of railways by the State helps
to corrupt politics, . . ’

On the occasion of the elections in June, 1912, as & result of
orders direct from the Cabinet of the Minister himself, increases of
wages were granted and paid to a large number of men on the very
day before the vote was taken, and these increases were made to
date back to the previous January 1. The Minister was accused
in Parliament of having ordered these increases by telegraph ; he
replied that the accusation was not true. He was quite accurate
in this statement. The order had been given by telephone.?

‘In 1923 it was decided‘ to establish a separate administration

or régie for the railways, to be partially independent of the Govern-
1p, 8, King & Son, 1907,
% Siate Ratlway Ownership, p. 100,
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ment, and early in 1924 the Belgian Government, in view of the

unendurable railway deficit, took energetic measures to put an end

to the continued disorganisation of the State railways. Among

other reforms, sixty-two officials of various grades were dismissed,

and a Director-General of Railways was elected from the ranks

of private industry. What the result will be remains to be seen.
. - )

v

-

.«

o, Irany

" In Itely during the nineteenth century various plans for railway
. development were tried at various times; it was not until 1905
that the Ttalian Parliament finally resolved to take over the rallwa.ys
for the State. In his book on ‘State Railway Ownership’ Sir
‘William Acworth points out that though there was an improvement
+in the service in the succeedmg years, there wag simultaneously a -
_ very great increase in expenditure. He states that the demands
of the staff, which the railway administration found itself powerless -
10 resist, in the eight years 1906-13 increased the annual expendi-
ture by £3,000,000. Not only were the wages of the staff increased,”
but more men were employed per kilometre of road work. He also
states that in 1906-07 the net yield of the railways to the Treasury
was £1,960,000, representing roughly 1 per cent. on the capital
invested. “Eight years later, though the capital had grown very
considerably, the net yield had fallen to £1,080,000, returning only
two-thirds of 1 per cent. on the investment. An attempt was
made jn 1909 to raise rates, but, the Ministry failed to carry their
. proposals through Parliament, and went out of oﬁce—an interesting
" illustration of the results of pa.rhamentary control.over a commerclal
. servme
*. After the war the Ttalian State mllwa,y system practlca.lly fell
into.chaos. - An attempt has recently been made by the Fascist
Government to restore order and decent working. - Testimony to.
the conditions previously prevailing is given in a report on the
Italian State railways issued with the approval of the Italian .
Government in 1923... -This report states that ¢ The public has not
yet forgotten the wanton destruction, the damage, and the thefts
which were daily committed with the consent of the staff or as a
result of its negligence.’ =As an example of the way in which the
railways bad passed under the domination of the railwaymen’s
syndicate, this report mentions that express trains, travelling only
a few miles more than the maximum of 150 miles fixed by the
ls .o



union, were compelled to stop at intermediate stations to change
their staff, The actual hours of working for the men did not
exceed four to five per day, inclusive of the time spent in getting
under way and in stopping.

As another illustration of the way in which syndicates, or trade
unions, are in practice devoid of that spirit of public service which
Guild Socialists attribute to them, this report mentions that the
consumption of fuel and lubricants had increased very greatly
under Socialist administration owing to the abolition of the reward
formerly paid to engine crews for all savings effected. This reward
for economy was abolished in 1920 because the railwaymen’s
syndicate had insisted that the money should be added by the
Government to the regular wage, thus removing the previous
personal inducement to save public money. )

One of the reforms which the Fascist Government has aimed at
establishing is the separation of the railway budget from the general
budget of the kingdom. This was also the object in view when
the Italian railways were first definitely nationalised in 1905. An
interesting account of the failure of the 1905 scheme is given in an
article published by the Corriere della Sera on March 26, 1924,
The article states that the intention was then to find something
intermediate between direct State management and management
by a private concession. The authors of the project were particu.
larly anxious to avoid the losses which they saw would inevitably
follow from bureaucratic administration, and also to avoid the
dangers of parliamentary interference. It was therefore proposed
that the railway administration should have financial independence
and live upon its own earnings like a private company, If it
wished to extend its operations, it was to raise additional capital
by borrowing with the aid of State credit. In this way it was
hoped that the railways would be carried on altogether outside the
interference of the State, and would not be in any way ° defiled by
the typical defects of public undertakings.’ For a few years this
nominal autonomy continued ; but, according to the Corriere della
Sera, it was only nominal. The article well sums up the essence
of the situation by saying: ‘To speak of an autonomous State
administration is in itself contradictory; if the administration
belongs to the State it cannot be autonomous.’

The present Italian Government is engaged in trying to
reorganise the railway administration 80 as to get rid of the enor-
mous deficit. According to the statement made by Signor Manzi-£é
at the mecting of the British Italian Banking Corporation on
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March 18, 1924, there was in 1921-22 a deficit on the Italian State -
railways of 1260 million lire—roughly £12,000,000. He stated that’
the deficit had been reduced to about a sixth of that figure, and
that the number of employees had been reduced by 47,836 men.
The latter point may be commended to those members, of railway
trade unions who imagine that under nationalisation they would
be absolutely secure against the risk of discharge. The railway
" vote is certainly a powerful instrument for the protection and the
advancement of thesprivate interests of railwaymen; but there ,
are somet.lmes strange upheavals in polities. .

. . >-‘,
o ',;‘

AUSTRIA ) L
" That the Austrian razlways should under post-war condmons .
i show a beavy deficit' on working is not a matter for surprise. * One
of the effects of the war was to deprive the Austrian railway dystem .
of its outlet to the sea, with the result that it necessarily lost a
large part of its previously most ‘profitable traffic. Finaneial
* difficulties were therefore in any case inevitable, but undoubtedly
these difficulties were greatly enhanced ‘by the special dxﬁ":cultles
which attend State management. A Socialist ministry temporanly
came into power and immediately set to work to create jobs on -
the State railways for its political supporters, The result. was that -
the staff was expa.nded beyond all reasonable needs and the cost
of working grew proportionately. In his report on the reconstruc-
_ tion of the Austrian State Railways, issued in 1923, Sir William
*Acworth contrasts the numbers of the staff in different, branches
of work on Apstrian and on English railways., He states that the
“staff employed by the maintenance of way department in Austria
per kilometre is considerably more than. double that émployed on
the London and North Eastern Railwhy, with a' vastly greater
traffic. In the same way the Austrian State railways, in order to
coneiliate local feeling, maintained no Jess than nine repair shops,
* whereas the Great Western Railway of England does almost all
the heavy repairs to 4 much larger rolling stock in & single place,
and also builds there all the new rolling stock required.: On the
administrative side there is & similar contrast, The administrative
staff of the Austrian railways was at fhe time of Sir William
Acworth’s report 5700. He states that the Great Western Railway
of England controls a service four times as great with an administra-
tive staff of 4552 persons,
18



In addition to pressure from railway employees and from
different localities, the State railways of Austria are further handi-
capped by departmental controversies. The Post Office and the
Railway Department, according to Sir William Acworth, though
under one ministry are constantly wrangling with one another,
Not only does the Post Office refuse to pay adequately for services
rendered by the railways ; but, being in effect subsidised out of
railway finance, it is able to offer lower charges for parcels. Sir
William Acworth describes how he and his colleagues at Salzburg
saw the railway Express Goods Office almost empty, whereas at
the neighbouring post office they saw sets of ten or a dozen parcels,
each under 20 kilos in weight, containing the same articles consigned
from the same consignor to the same consignee, but packed and
labelled separately so as to obtain the benefit of the postal tariff.

SWITZERLAND

+ The nationalisation of railways in Switzerland has been less
unsuccessful than in most other European countries, and advocates
of natiopalisation are specially fond of pointing to the Swiss
example. If, however, the facts be examined in detail it will be
seen that Swiss experience confirms the general law that the
illusions which attract so many people to the ideal of nationalisation
are in practice not realised. The Swiss people decided in 1898, by
a referendum vote, that the railways should be acquired by the
State. They had been told that as a result of nationalisation
wasteful competition would be removed ; a better train service
would be secured ; there would be reduced fares and rates. More
specifically the message from the Federal Government to the Swiss
people advocating nationalisation stated that by uniting in one
hand the different branches of the service it would be possible to

" reduce the personnel, and in consequence the expenses. As a
matter of fact, both expenses and personnel increased subsequently
to nationalisation, ‘

A special point was made when the railways were taken over
that the railway budget must be kept separate from the general
budget of the Federal Government, and Switzerland has more than
once been congratulated on this fact by Sir William Acworth and
other writers. But as far as can be gathered the separation of the
budgets has not secured the removal of political influences in the
administration of the railways. For example, in 1808, the President
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. of the Council of Administration of the Federal Railways oﬁi,;ia.lly ‘
complained of the pressure brought to bear upon the administration’

. by the cantonal and Federal authorities. In addition to this official .
_.pressure there was a constant pressure from the public and from

. the railway employees. The public had, been given to understand

-by the Federal Government that nationalisation would mean a
better service ; and simultaneously the railway employees had
been encouraged to believe that they would get.better wages. -
Both were disappointed, and ‘the administration more than once
placed on record the difficulties it had to deal w1th in meeting the. .

. demands of the public on the one hand and the dembnds of the .

: ‘employees on the other. Both groups sgemied to assume,- as m

always the tage with State enterpmses, that the State has'a bottom-

less purse from whlch everybody can draw as much a8 ever they

O like.

In 1920 the situdtion of the Swiss, Federa.l leways wa.s 80,
financially unsatisfactory that a series of ‘articles. .appeared in the
Journal de Genbve demanding drastic reform. In’these articles it
was pointed out that the number of officials was excessive, and
. that the army of railway employees had become a power in the
State compelling the administration constantly to increase railway.
wages in order to satisfy the demands of railwaymen. In one -
article it was strongly urged that the railways should be’ handed -
over to an independent a.dm.\mstmtmn The financial smmtlon oi

‘

the Swms State rmlwa,ys fs still unsatmfa,ctory ‘ SR

EAN o . o ) “
. o - AvsTRALIA C

" Qutside Europe the most complete example of railway nation.
alisation is to be found in Australia. Not only have all the separate

" States -of Australia their separate nationalised systems, but the
Federal Government also has railways of its own. An account of
the working of Australian railways before ‘the war is to bé found
;+in a book called ‘The State Railway Muddle in Australia,” by
Mr. Edwin A Pratt. -{Murray, 1912). His’ indictment turns not
.on the ﬁnanclal losses, ‘bub-on the inadequate gervice provided by
the Aus‘ora,han State raﬂways .Ii‘or example, he 'refers to’ the
failure of the.Government: railways in New South Wales to provide
sufficient facilities for moving livestock. He quotes on this point
the Pastoralist Review; March 15, 1912. That journal after describ-
ing in detail the sufferings inflicted upon the animals says: ‘If



_private firms were to blame they would be rightly hounded out of
business ; but because the Government own the railways and the
Sydney Council own the yards nothing is done.” Mr. Pratt also
lays stress on the way in which the New South Wales Government,
in order to conciliate the voters of Sydney, had refused tc do
anything to assist the development of rival ports by extending
‘railways to them. Another interesting point to which he calls
attention is the jealousy prevailing between the different Australian
States. There are, he says, ‘New South Wales lines on the
Victorian border and others on the Queensland border, which stop
short of those borders for the express purpose of keeping to the

~ State of New South Wales the traffic that arises therein.’

In a somewhat similar spirit, the various State Governments

+when planning the railways allowed themselves to be influenced by
political considerations, and concentrated the railway service on
the towns that had considerable voting power instead of trying to
develop the country generally. As another illustration of the
influence of politics, it may be mentioned that early in 1912 there
was a great shortage of locomotives on the New South Wales

railways, and the Chief Commissioner of Railways urged that twenty

locomotives should be ordered from an English firm. The Chief
Commissioner’s demand came before a meeting of the Cabinet,
which refused to sanction the placing of the order on the ground
that it would involve an interference with the declared policy of
the Government only to buy locomotives made by Iocal
labour. .

Particulars of the recent financial situation of the State railways
of Australia, together with those of New Zealand, are contained in
the Economist of March 8, 1924. After allowing for the cost of
interest, the aggregate deficit for Australia and New Zealand in
1920-21 was £4,926,000 ; in 1921-22 it was £4,437,000; and in
1922-23 the deficit fell to £2,923,000. In this last year some States
made a deﬁnite’proﬁt. To quote the Economist, * New South Wales
obtained a surplus of £84,000 and South Australia a surplus of
£5769, after meeting interest, thus breaking the monotonous record
of deficits for several years past.” - e

Tn the case of Victoria, the official report for the Victorian
railways for the year ending June 30, 1923, shows a nominal surplus
for that year of £20,183. But when latet pages of the report are

" examined, it appears that no less than £108,569 had been appro-

priated by Parliament and paid to the department for losses

incurred in connection with ,certaix} non-paying lines, so that in
. 21
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'reahty the thonan State rallwa,ys in 1922—23 mcurred a Ioss of .
nearly £90,000, ‘ “ v
‘In Queensland there was a total deficit of £l, 475 000 "The
_official report for 1922-23 gives a long list of non-paying’ lines ; -
some do not cover intérest on ca.pltal ; some do not even’ ‘cover
" working expenses. . . ool v
Even worse is the-record of the Austrahan Fedeml' railways.
They have never even begun to cover working expenses. The
official report. on Commonwealth railways to June 30, 1923, some- ‘
what pathetically remarks that the main Federal line, namely, the
B _Trans-Austrahan railway, with & mileage of 1051 miles, which was*
.. specially constructed to carry passengers from Western to "Eastern ..
" Australia, is very little used. ¢ Notwithstanding the high standard
of comfort maintained, comparatively few passengers from overseas’
make use of the railway.” The report goes on to attribute the
reluétance of passengers to utilise the Trans-Australian ra.xlway to
the frequent breaks of gauge between the Federal liné and the lines -
maintained by the separate States, which thé Federal line links up.
Regret is expressed that ¢ Conferences between "the Commonwealth,
“and the States have not so far resulted ina practxcal start to correct
the gauge trouble.’ Necessarily, this'ixouble affects goods traffic -
even more than passenger traffic. - On this point the report says: -
‘ The railway was built to standard gauge with heavy rails and
easy gradients, and is capable of transporting a large goods traffic
at low cost. Bub owing to.the break of gauge disabilities there is ..
practically no such traffic.” This example of inter-State jealousies -
may usefully be contrasted with the action of the Enghsh compames :

in’ voluntanly adoptmg 8 umform gauge, .

e o o R

o © NEW ZEALAND .
. . A .

The State railways of New Zealand show a better record than
most of the Government.owned: railways of Australia. . Year by
year the receipts suffice to cover the working expenses, but the
‘ net revenue has eeldom beefi sufficient fully to meet the mberest
_on ca.pxtal In the year'ending March 81, 1922, there was § heavy

deficiency of £1,021,000, happily, reduced in the succeeding yean to

£984,000. ‘Tncidentally the official xeport brings out the fact that

the State railways of New Zealand, like the private railways of )

England,  suffer from. the' compentlon of road motors. As an

illugtration, the Minister quotes the fa.ct that specm.l fares are
‘22



allowed to school children, resulting in an annual loss to the depart-
ment of £25,000, and adds: ‘In this connection it is to be noted
that in some districts where trainloads of school children are daily
conveyed to school at concession rates, parents travel by motor bus.’

CaNapa

A striking contrast to the failure of the Australian State railways
is furnished by the brilliant success of the Canadian Pacific Railway
Company. That Company has worked under more or less similar
conditions to the State railways of Australia. It has been engaged
in developing a new country and has been supplied with land free
of charge. Itslabour costs were probably not appreciably different.
Yet this privately owned railway company has not only done a
great public service in developing vast areas of Canadian territory,
but it has also succeeded in earning for its shareholders a substantial
net revenue, without imposing any burden upon the Canadian
taxpayer. In the year ending December 31, 1923, the Capadian
Pacific Railway Company paid a dividend of 6 per cent. on ordinary
stock and 4 per cent. on preference stock, and after making these
payments had in hand a net surplus for the year of $1,633,346.

An account of the origin and growth of Government.owned
railways in Canada is contained in the Canada Year Book for
1922-23. It begins with the Inter-Colonial Railway, built as a
condition of confederation. Subsequently numerous other railways
were built by the Government or taken over from companies,
including in the latter category the Grand Trunk, which was finally
taken over in 1922. The total capital expenditure on Government
railways up to March 31, 1922, was $489,607,104. So far as can
be gathered, there has been no return whatever in the way of
interest on this huge outlay. In almost every year the working
expenses have exceeded the revenue, and the total net deficit on
the period from 1868 down to 1922 was $44,629,625. These losses,
added to the loss of interest on capital, have necessarily to be met
out of the pocket of the taxpayer.

In 1923 the administration of all the Government.owned rail-
wayvs in Canada was unified and Sir Henry Thornton was placed
in charge. There has been a small financial improvement, but, so
far, very small. The deficit which the Capadian Treasury had to
meet in 1022 was $38,000,000, and in 1923 it was $52,000,000.*

1 Economist, July 5, 1924,
23



' SourH Arwgrica

The story of the South African railways is of peculiar interest
" because South Africa is one of the few countries.in which the
scheme for the separation of the railway budget from the general
budget has had any prolonged trial. South Africa was conse.™

quently one of the countries on whose example Sir William Acworth -

laid special stress in urging that'the plan of a separate railway -
budget should -be adopted in India. When, however, the facts of =~
. the South African example are more closely -examined, it will be

seen that they lend no support to this attempted compromise. ‘

“between nationalisation and private ownership. In the first place, -

the separation of the railway budget from the general budgetin

South Africa is not due to an Act of the South African Legislature, -

" ‘but to an Act of the Impenal Parliament, ndamely, the South Africa

* Act of 1909, which laid. down the constltutxon of the South Aincan .

Union,
The South African Parliament has, it is true, power to repeal -

" or alter—subject to certain conditions—any clause in the South

Africa Act, but obviously no parhament ‘would lightly undertake N

the repeal of so important a clause i the’ Act establishing the -

Union. It must be noted, however, that in one matter affecting . '

railway administration the South African Parliament has already
amended an important clause in the South*Africa Act Clause 126 -
of that Act provided ’cha,t ¢ '

‘the control and management of the railways, ports and harbours of
the Union shall be exercised through a Board consisting of not more
than three Commissioners; who shall be appointed by the Governor- -

- General-in-Council, a‘.‘nd a Minister of State who shall be chairman.

The same clausé protects the members of the Board from the risk . -
of summary dismissal. Thus the power of control rested with the
Board. In 1916 this clause was amended by an Act passed by 'the
. South African Parlisgment. The amendment provided that control
“ should be ¢exercised through a Minister of State who shall be
. advised by the Board.” 'The change is significant. It means that
the South African Legislature had come to the conclusion that the
final word in railway administration must, rest not with an mde-

pendent Board, bub with a political minister. '
According to the Report of the General Manager of Raﬂways

and Harbours for the year endmg March 31, 1923 the raﬂways
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that year showed, after paying interest on capital, a substantial
net profit on working. Harbours and steamships, which come
under the same administration, also showed a profit on working ;
the aggregate for the three services being £817,083. But this
profit was subject to certain charges which wiped it out altogether
and left a net deficit of £31,137 for the year 1922-23. According
to the report, the total accumulated deficit on the three services
for the whole period of State management up to March 31, 1923,
was £2,220,511, That is not a very large figure in comparison
with the losses incurred on State railways in many other countries,
and if the South African electorate could be relied upon to maintain
the principle of non-political administration embodied in the Act
of 1909, the situation of the South African railways might be
described as fairly satisfactory. But recent events show clearly
that it is impossible to exclude political considerations from the
management of any undertaking owned by a government dependent
on a popular vote,

In April, 1924, a critical by-election took place at Wakkerstroom
and the Government candidate was defeated. As one of the causes
of the defeat of an otherwise popular candidate The Times corres-
pondent says (The Times, April 7, 1924) ; ¢ Apparently the Volksrust
civil servants and railwaymen, many of whom are English-speaking,
voted solidly for the Nationalist candidate as a protest against the
Government’s policy of retrenchment and taxation.’ The defeat
was regarded by General Smuts as so serious an event that a
dissolution of parliament followed. In the course of the electoral
campaign General Smuts announced ‘ a great programme of railway
development and of support for local industries.” According to
The Times correspondent, * Critics fasten on the fact that these
developments were not contemplated by the Government till they
had to scour the country for votes * (see The T'imes, May 29, 1924).
That is the essential defect of the State ownership of railways,
that at any moment the politician ean treat questions of railway
management or railway development, not from the point of view
of sound commercial principles, but as an instrument for buying
votes for his party.

Events, however, proved that General Smuts had been too late
in appreciating the importance of the railway and civil service vote.
His party was defeated and he lost his own seat in Pretoria West.
The Times correspondent in recording the principal results of the
election states (see The. Times, June 19, 1924) : * General Smuts’
own defeat at Pretoria West was not unexpected and was probably
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due to the railway vote, while other defeats in Pretoria clearly
point to an anti-government move among civil servants.’ :
Thus the experience of the South African State railways furnishes
an additional and a very striking demonstration of the danger of
multiplying the numbers of government employees. . The railway-: -
men and the civil servants voted against General Smuts because
he, in the interests of the Union, had rightly been pursuing the
policy of public economy. That policy conflicted with their
private interests, and by throwing their weight ‘into the scales
against General Smuts they have confributed to a political change .
‘which may have far-reaching effects on the future of South.Africa.

Inpia -
: \The railway system of Tndia is in one respect in a separate -
.category.  The greater parb of the railway mileage in India has
been constructed by English companies working under a guarantee
from the Indian Government. This system has involved a dual
control : first, control by the railway company domieiled in
England, and secondly, control by the Indian Government, exercised -
in the first instance by that Government in India, and in the final
resort by the India Office in Whitehall. In the year 1920 a com-
. mittee was appointed by the Secretary of State for India to inquire .
into the administration and working of Indian railways. The
chairman of the committes was Sir William Acworth. Several of -
the other members of the committee were men who had held
prominent positions in connection with Indian railways; others
were representative of Indian opinion and of Indjan commercial
interests. This authoritative committee was unanimous in con-
. demning the existing condition of those Indian railways that are
directly or indirectly subject to Government control. .
The evidence shows, to quoté the words of the Report, ‘ that
the failure to mest the needs of the country is not temporary and -
not confined to certain places of to certain periods, but universal
' and permanent.” The Report further says: )

The defects mentioned in the last chapter are due primarily to
" “the failure of the Government to provide the railways with adequate
funds for capital expenditure on development and extensions, and
even for the essential operations of renewal and repairs. They are
the inevitable results of a paralysing system which has not been
adapted and developed to meet the requirements of what is essen-
tially a commercial enterprise of the first ;nagnitude._
. : 26 ’



The * paralysing system * here referred to is the necessary result
of combining the management of a commercial concern with the
ordinary business of government. The Indian Government cannot
meet railway demands for additional expenditure without first
considering the effect of such demands on the annual budget of
the State. Of necessity a government approaches the whole
problem of finance from a different point of view to that of a
company. A company, in the words of this report, ‘ treats its
business as a continuously going concern, with a carefully thought-
out programme both of revenue and capital expenditure for years
ahead, and with provisional financial arrangements calculated to
correspond.’ A government, on the other hand, is dominated by
the yearly requirements of a yearly budget. '

As an example of how this domination of an annual budget
affects railway finance the Report quotes a letter, dated December,
1920, from the Government Railway Board to one of the guaranteed
companies, the Great Indian Peninsular Railway, stating that
6 lakha of rupees had been allotted with a view to making a com-
mencement with the construction of a certain new line, and
requesting the company to make arrangements that construction
should proceed as quickly as possible up to the limit of this allot-
ment, but adding: There is no expectation at present of any
money being available for this line next year, and work may have
to be temporarily suspended.’ It is unnecessary to make any
comment upon such a method of financing railway construction,

The Report declares that throughout the State-owned and
State-guaranteed mileage of railways in India there are scores of
bridges unequal to carrying modern train-loads, and many miles
of rails, hundreds of engines, and thousands of wagons in need of
repair. Yet these railways are yielding & substantial net revenue
to the State. The explanation of the failure of the State to make
good these serions deficiencies is that the Government of India
prefers to use the railway revenue for other Government purposes,
or for the avoidance of increased taxation.

This represents the slternative danger to that experienced in
Australia. The Australian Government-owned railways have, with
very few exceptions, ever since their construction involved an
annual loss which has been met out of public revenues; which
means that the taxpayer has been sacrificed for the benefit of the
railways. In India in the present century there has been a profit
on Indian railways, and this profit has been annexed by the
Government for the purposes of the general budget ; the railways
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have been sacrificed for the benefit of the taxpayer. Neither of
these evils occurs when railways are built and managed by private
companies.

In face of the pecullar difficulties in India, the majority of the
members of the Acworth Committee, headed by their chairman,
came to the conclusion that it was politically impossible to hand
over the railways to private enterprise. They therefore recom.
mended that the Government should take complete control of the

" railways, but should entrust that control to a separate organisation
with a separate budget of its own. . .
" It is'clear, however, from the Report 1tself tha.t effective control
_would still rest with the Government. The Report states

At the outset we wish to disclaim any idea. that the ra.llwa,y
organisation should be independent—an tmperium in imperio. This |
is quite out of the question. The Indian Government owns the .
. rallwa.ys ;- the Indian Government must control them. . . . The
point is that the railway department, subject to the general control
of the Government, once it has met its liability to its ereditors,
should itself regulate the disposal of the balance and should be free
to devote it to new capital purposes or to reserve, or to dissipate it
either in the form of reduction of rates or improvement of services,

Subsequently the Report adds :

It would be possible, however undesuable, for the Government
to impose a surtax on railway traffic, such as is now in force, or even
to call upon the railways for an emergency contribution to the

' necessmes of the State. ,

-,

Thls last paragraph gives away the whole case. If the Govern-
ment can at any moment it chooses call upon the railways for a
¢ contribution to the necessities of the State,” the supposed separa-
tion of the budgets becomes a mere forma.hty .
It is interesting to see how the proposals made by Sir William
Acworth and his colleagues bave in practice been treated in India.
The Government of India has formally expressed its approval of

- the scheme, and in February, 1924, Sir Basil Blackett, the Finance

Minister, in the course of his budget speech-—refemng to the
Acworth proposal for the sepa.ratxon of the ra.xlway budget from
‘the ordinary budget, said : . .

" I know of no reform which offers greater attractions and greater:
benefits to our finances and our railways alike than a definite
separation, if it can be achieved. The condition of affairs hitherto
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prevailing has inevitably tended to an alternation between raids by
the railways on the taxpayer and raids by the taxpayer on the
railways.

After further pressing the advantages of separation he went on
to say that after separation ‘the Government of India and this
Assembly will remain in complete control of the railway adminis.
tration just as they now are.’” But if the Government of India is,
as Sir Basil Blackett said, to remain ‘in complete control,’ what
is to prevent that Government from making raids on the railways
for the benefit of the taxpayer, or, alternatively, from making raids
on the taxpayer for the benefit of the railways ?

Evidently, however, the Legislative Assembly was not satisfied
with the promises dangled before it. When the formal resolution
for the separation came up for consideration it was unanimously
decided by the Assembly that the matter should be deferred till
the autumn on the ground that the Committee which had been
considering the matter had not been able to satisfy itsclf fully as
to the effect of the proposal ‘ on the control by the Assembly over
railway finance and policy, The issue next came before the
Assembly on September 1, and the proposal for the separation of
the budgets was rejected. * All Indians voted against the proposal.’
(The Times, September 2, 1924.) The Indian Government then
set to work to try to find a compromise. On September 17, the
Assembly was informed that the Government, in order to meet
the views of the critics of the scheme, would require the railways
to contribute one per cent on their capital to the revenue of the
central government, which meant a contribution of about £3,460,000
in the current year. A few days later the Assembly accepted this -
concession and the scheme was formally adopted. (The Times,
September 22, 1924.) It is hardly necessary to point out that
under such conditions the separation of budgets has already become
nothing more than one of those make-beliefs so dearly loved by
politicians. If the Assembly can extort from the Government a
toll on railway revenues of £3,460,000 in 1924, it clearly also has
the power to extort a larger toll in any subsequent year.

There is in fact no escape from the conclusion that if the railways
are the property of the State no device can preserve them from
the interference of the politicians and electors who control the
State.
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" CHAPTER III

Socranist PrRoPOSaLs
TrE facts given in the preceding chapter show how little support
the experience of the rest of the world gives to the Socialist claim
" that the nationalisation of the railways of Great Britain would
add to their efficiency. In every country that has tried nationalisa-
-tion the results have been most unsatisfactory. Political influences
‘have led to an unnecessary multiplication of the railway staff, and
_ to the construction of lines for electoral rather than for commercial
purposes : bureaucratic methods have clogged. the administrative
machinery.  To avoid these palpable evils several countries have
tried the experiment’ of separating the railyay budget from the
national budget in the hope that the railways could then be run
on sound commerical lines ; other countries have been recommended
by a distinguished authonty on railway problems to try the same
experiment. Bub in very few cases has this separation of budgets .
materialised, and in no case has it secured the remaval of political
- influences. Incidentally it must-be noted that the very fact that
this device for removing the railways from the direct control of
the Government should have been tried, and should still be recom-
mended, is in itself a confession that complete nationalisation has
proved a failure. To that extent all schemes for- compromise
between commercial management and State management involve
a condemnation of Socialist theories. .

.~ The Socialists seek no compromise. Their theory of life is that
the only way to secure happiness for mankind is to bring every
industry under the control of the State, and to appeal to the spirit
of public service in place of the desire for personal gain. That is
the broad general proposition which all Secialists unite in asserting.

¢ They differ, however, among themselves as regards important
details. For example, most" Socialists are in “theory inter-
_ nationalists, and the logical result of Socialist theories would .
be ‘that all railways—st any- rate all railways on -the con-
tinent of Europe—should be ‘maraged by an international
30 " ‘ R N R
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body to prevent the different national railways competing with
one another.

From the purcly English point of view the more important issue
is how and by whom is the proposed State control to be exercised.
What may be called the bourgeois type of Socialist still adheres to
the view that the community is represented by Parliament, and
these Socialists would merely add the railways to the many other
services now controlled—with the aid of an all-pervading bureau.
cracy—by the party that can command a majority in the House
of Commons. :

The more up-to-date Socialists regard Parliament with suspicion
and the bureaucracy with dislike. Their theory is that everything
in the world belongs to the * workers,” a word which, in their
mouths, in practice means the manual labourer and the subordinate
clerk. All the other members of the nation they regard as parasites,
to be eliminated as soon as possible. They therefore demand not
Parliamentary control but workers’ control. The practical meaning
of this policy was made clear in the Nationalisation of Mines and
Minerals Bill debated in the House of Commons on May 16, 1924.
This Bill, which received the support of the whole Labour Party,
proposed that the control of all the mines in the kingdom should
in effect be handed over to the Miners’ Federation. If any losses
occurred in working the mines they were to be made good by the
State out of the pocket of the taxpayer. The miners, moreover,
were to retain the right to strike whenever they choose.

A very similar scheme for the nationalisation of railways is
outlined by Mr. J. H. Thomas in his book * The Red Light on the
Railways,’ published in 1921.  After saying that the railways would
be ‘ placed under the Ministry of Transport, the head of which
would always be responsible to the House of Commons,” he goes on :

There would have to be a National Board of Control and also
local committees for local matters. This National Board would
consist of an equal number of representatives nominated by the
House of Commons and the Trade Unions.

He then goes on to explain in detail the method by which the
trade union representatives would be chosen, and insists that every
one * would have to be a bona fide member of one of those unions.”
When it is borne in mind that the railwaymen’s vote is an appreci-
able factor in Parliamentary elections, it will be seen that this
scheme gives complete control to the railway unions; for it is
certain that some of the representatives nominated by the House
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R of Commons would be ra.xlwa.y union men, Even if only one of

the nominees of the House was a union man, the railway unions

" would command a majority on the Board. Thus the control of

all the railways of the kingdom would pass into the hands of a

 limited body of men ‘whohappen to be employed on the railways,
" and whose main interest is to obtain a hlgher wage for themselves

and shorter hours of work.
The same proposition is urged even more bluntly in pa.mphleb

called ¢ Workers’ Control for Railwaymen,” by Mr. G. D. H. Cole, .

- the we]l-known literary representative of the Guild Socialists.

“Mr. Cole says: ‘The right course is to entrust the whole of the

railway workers with the complete task of administration and to
put them ““ upon their honour ” to manage the railways as a public

service.” Dealing further with the composition of the ‘ Railway,
Ezecutive ’ that is € to consist solely of railway workers,” he says’

that ab least half the representation should go to the manual
workers alone.” He goes on to insist that promotion, except in
certain special cases; should be by ‘ election firom below,” but adds
that precautions must be taken against summery dismissal, Thus

a stationmaster threatened with dismissal by the rank and file
workers under him should be able to appeal to an impartial tribunal,’
But in spite of thus providing for the complete control of the

railways of the kingdom by the ¢ workers,’ Mr. Cole recognises that
Parliament is the ¢ ultimate financial authority.” That is the point

" on-which all these Socialist schemes converge. With Parliament

rests the power of taxzation, and therefore if the management of the
railways by the railwaymen results in a deficit it is to Parliament

that they will have to appeal to foot the bill out of the taxpayer's .
-pocket, .

That a deficit would result from entrusting the mana.gement of
the railways to the workers, either on the whole-hearted plan

- advocated by Mr. Cole, or on the half-hearted plan sketched out

by Mr. Thomas, is certain. Human beings in the msss approach

every problem from the point of view of their own self-interest,

They cannot in the mass avoid so doing ; it is the law of survival.
There is no evidence whatever that railwaymen.in this respect
differ from the rest of humanity. “Mr. Cole speaks of putting the

“« railway workers ¢ upon their.honour ’ to manage the railways as &

public service. This suggestion shows how completely enthusiasts
for any cause can shut their eyes to the facts of life—even to those

' facts which they themselves have for other purposes emphasised.

Merely regarding the railwaymen 4s units, it is absurd to suggest
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that any considerable proportion of the 600,000 men employed on
the railways could be relied upon voluntarily to forgo part of their
wages or to work longer hours in order to diminish the costliness
or to add to the efficiency of the railway service.

That consideration by itself is sufficiently conclusive. It is
immensely strengthened by the fact that the whole of the new
organisation advocated both by Mr, Cole and Mr. Thomas is based
on the railway unions, and every labour leader insists that the first
duty of the worker is to his union. To abandon that principle
would indeed mean the destruction of trade unionism. It follows
that in any conflict between the railway unions and the general
public the railwaymen and their leaders would deliberately ignore
the public interest in order to stand by the unions. One need only
go back to 1919 to see how completely the trade union spirit is at
variance with the spirit of public service. In the autumn of that
year the railways of the kingdom were temporarily taken over by
the Ministry of Transport, so that the State then had direct contral
as well as complete financial responsibility. Yet the railwaymen
under the leadership of a Privy Councillor, the Rt. Hon. J. H.
Thomas, M.P., seized that occasion to engage in a strike, to the
immense injury of the nation, solely for the purpose of improving
their own position. Many of them, indeed, went to the length of
deliberately breaking their contracts of service by ceasing work
without due notice, so as to inflict the maximum of inconvenience
and loss upon the general public. Drivers even abandoned their
trains between stations. By thus holding the nation to ransom
the railwaymen secured a privileged position for themselves as
compared with the general body of their fellow-citizens. It is a
fair deduction from this experience that if the management of the
railways were handed over to the railwaymen, their main efforts
would be directed to improving still further their own position,
regardless of the general interests of the nation.

As a contrast with the proposals of Mr. J. H. Thomas and
Mr. G. D. H. Cole to hand the railways of the kingdom over to
the complete control of the railway workers, we have the State
Socialist scheme advocated by the Fabian Society and other
‘ bourgeois ' Socialists. In a pamphlet published by the Fabian
Society in 19186, entitled * A Public Service of Railway and Canal
Transport,’ the following scheme of management is outlined. The
¢ supreme control * would be vested in the Minister for Railways—
who, of course, would be responsible to Parliament, and conse-
quently liable at any moment to have his decisions upset by political
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pressure. . Subordinate to this Parliamentary Minister there would
be a ¢ Central Railway Council . . . composed of the ablest General
Managers and heads of the principal departments, all being whole-
time salaried officers of the Department, with probably a representa-
. -tive of the Treasmy To the governing Council thus composed,
the Fabian Society stggests that there should always be added
“two or more representatives of the Trade Union organisation,
* representing (as will be subsequently expla,med) all the sm hundred
thousand manual working wage-earners in the service.’ It will be

. observed that this scheme is totally at variance with the doctrine

of workers’ control advocated by trade union leaders and recently

* embodied in the Mines Nationalisation Bill.

Another notable difference between the Fabian conception of

nationalisation and the policy of thevworking-class Socialists arises -

on the question of strikes. The miners made it clear when the
Sankey Report was issued that they would not forgo the right to
strike if mines were nationalised. The same point is emphasised
in the Mines Nationalisation Bill. Further evidence of this mental

attitude is to be found in a little book called ¢ Labour and Capital

on the Railways,” prepared by the Labour Research Department.
The authors of this booklet are mainly concerned with railway
problems under present conditions of company ownership, but the
arguments they employ clearly show that they are prepared at any
moment to sacrifice the interests of the nation for the interests of
the railway workers. They write : * It is obvious that railwaymen,
more than most other sections, are in a position to hold up produc-

tion and distribution by a sudden strike.” They go on to urge the

formation of a ‘ homogeneous Trade Union organisation,” because
‘ the success of any railway strike depends on its rap1d1ty and
completeniess.’

On a later page this Labour pamphlet mentions with implied
~ approval that :

" 'The years between 1911 and 1914 are full of ‘ lightning strikes’
(such as the Driver Knox and Guard Richardson cases),' where the
men on any particular section took direct action to remedy an

1 Driver Knox, of the North Eastern Railway, was convicted in Court of
being drunk and disorderly, and was thereupon reduced to a lower grade. The
North Eastern Railway men-—but without the approval of the N,U.R.—struck
work on the ground that Knox had only been dr\mk on & Saturday mgbt and
was not booked for duty on the Sunday. Guard Richardson was d for

. disobeying the orders of his superior officer. His defence was that in bis opinion
the order given to him was at variance with the rules of the Company and
involved danger to the public. °‘ Reinstatement was secured through the
DUnion ; but for geveral days a national strike scemed imminent.' See T'rade
Unionism on the Railways, pp. 33 and 34, by G. D. H. Cole and R. Page Arnot,

. published by the Fabian Resea.rch Dep&rtment.
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immediate grievance and invariably secured attention far more
quickly than by any amount of conciliation.

Further, it is stated that railwaymen have °struck against
*“ tainted goods ” in a number of cases, the most recent being in
connection with the carrying of munitions for British troops in
Ireland.” The question of ‘ tainted goods * is specifically dealt with
by G. D. H. Cole and R.. Page Arnot in their book on ‘ Trade
Unionisra on the Railways.’ In reply to the argument that the
railway companies are common carriers, who cannot discriminate
between the goods they carry, these writers say : ¢ This argument
has little weight ; for if on other grounds the sympathetic policy
is for the good of Labour, it should not disturb the railwaymen that
their action might involve the companies in a breach of the law.’

In other words the opinion of a trade union as to what is
desirable * for the good of Labour * takes precedence of the law of
the land. If that principle be accepted, its application clearly
cannot be limited to privately owned railways. If, as these
advanced Socialists argue, railwaymen have a right to strike
whenever they choose, either for the purpose of remedying their
own grievances or for the purpose of aiding other strikers, that
right would not be affected by the mere transference of the railways
from Company ownership to State ownership. This point is indeed
made clear by the references in the Labour Research Department'’s
pamphlet to the war period : * Strikes had to be prevented wherever
possible, and accordingly when the railwaymen presented wage
demands, they were given by the Government an advance sufficient
to keep them quiet.” These words can only mean that in the
opinion of the Labour Research Department the railwaymen were
justified in threatening to hold up the traffic and the industries of
the country at a time of grave national danger in order to extort
from the Government better terms for themselves. Yet it is
proposed by Mr. J. H, Thomas and other advocates of railway
nationalisation that trade unions, inspired by this mentality, should
be placed in control of all the railways of the kingdom.

The attitude of the Fabian Society on this point is totally
different. The Fabians, like the Roman general from whom they
take their name, wish to move cautiously. They contend that the
right to strike is inconsistent with nationalisation.

A general strike on the railways would stand revealed as an
attempt to hold up the whole community in order to extort for a
small minority of the manual working class better terms than the
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public opinion of the whole class was prepared to concede. Leaving

work withou the agreed period of notice is on the railways (as under

certain circumstances it ought to be) already a criminal offence.

The proper course for any man who considered his services inade-

quately remunerated would be, as it is with the clerical Civil

Service, on the expiration of his contract of service to resign his
" appointment and seek a new field of work. '

These words from the collective. pen of the Fabian Society

_ might well have been written by a mere individualist. But however

persuasively tlie Fabians may on occasion, plead for English fair

" play in preference to trade union tyranny, there is not the slightest
evidence that the driving elements in the Labour Party are willing
even for 3 moment 6 abandon their purely selfish policy.

.. It is also more than doubtful whether the: views of the Fabian
Society and of other moderate Socialists with regard to the terms
of railway purchase would be accepted by the bulk of the men
from whom the main pressure for nationalisation comes. The
Fabians are emphatic. that full compensation must be given to
present owners. That also is the position taken up by Mr. Philip-

~ Snowden. He writes : '

There is no idea of confiscating these properties, and. forcibly
. dispossessing the present owners. . . . The very fear of confisca~
tion would have disastrous results, Capitalists could not be
.. expected to continue to produce, to renew their plant, and to
improve processes, if the spectre of confiscation were before them.
The more efficient the capitalist concerns were when transferred
to the State, the better would be the prospects of the success of
public management. N .

Mr. J. H. Thomas’s attitude is less easy to discover, He is
so concerned in his book with the interests of the railway workers
that he touches very lightly on other aspects of nationalisation.
That he is not very anxious to give fair play to the railway share-

. holders may be inferred from the way in which he deals with the
. Government guarantee of pre-war dividends when the railways
were taken over during the war. He condemns this guarantee to
. the companies as unfair, and asks: ‘ Why should they have been
wrapped in cotton-wool and kept imraune alone among all busi-
‘nesses'? . He fails to mention that in return for this war-time
- guarantee the railway.companies agreed to charge nothing for
Government services, If those services had. been paid for at

.- grdinary rates the cost to the Government would have been about °
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£17,000,000 more than the amount the companies received by
virtue of the guarantee. Again, on p. 41 he makes the somewhat
puzzling statement : ‘ We want to eliminate the interest of the
investor. We consider that generally there are only two investors
—the worker and the consumer.” He then proceeds with his
argument as follows :

Here is a roundabout, You and I and a hundred others want
to ride on the roundabout. But somebody owns it. It is perfectly
true he has built it. Without him, maybe we should not have had
it. But there it is—an established thing—the result of the genius
of our race. .

He then suggests that the people who use this roundabout—
‘ the result of the genius of our race >—should buy it and run it
themselves., That sounds fair; but he adds: ‘If we own the
railways, we, the community, should only pay for the service just
what that service cost. We should not have to make profits for
casual investors.” On a later page, however, he describes how the
Government would pay for the railways by issuing Government
stock in place of railway stock, But the Government would have
to pay interest on this stock, and there is no reason to believe that
this annual charge would be appreciably less than the total sum .
now paid in dividends to railway stockholders, or to use Mr.
Thomas'’s phrase, ¢ in profits for casual investors.” »

His argument on this critical question of finance ends with the
cool assumption that the profits made by the Government would
be so great that in a comparatively brief period all the railway debt
would be paid off—and then the millennium for the railway worker
and the railway traveller would arrive. That is the assumption
always made by the advocates of nationalisation and never realised.

It is worth while here to mention that in the case of the railways
of the United Kingdom, *the man who built the roundabout’ is
represented by very many thousands of separate individuals, nearly
all of them citizens of this country. There are indeed more owners
of railway stock and of railway debentures in Great Britain than
there are railway employees. Figures for one of the four great
railway systems of the kingdom were given by the chairman of the
London, Midland and Scottish Railway in his address to the
shareholders as reported in the Economist of March 1, 1924 :

We have 269,000 employees, and 250,000 shareholders with an
average holding of under £1200 stock, and in addition 60,000
dcbenture holders.
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Thes on this great railway the number of owners exceeds the
number of workers by over 40,000. Very similar figures could be
quoted for the other railways. It is important to add that many
of these separate ownerg—for example, banks and insurance com-
panies—arein effect trustees for thousands of other persons. So.

"that the actual number of persons interested in the railways from
the owners' point of view may easily be double thé number of
railway employees. Without the capital which these persons or
their predecessors in title; ‘voluntarily-subscribed, the railways, as
Mr. J. H. Thomas admits, would never have been built. It is
difficult to believe that Parliament would ever consent to a measure
._whiéh proposed that this ‘property, scattered through scores of
thousands of homes, should be confiscated by the State.

" H, on the othér hand, as Mr, Philip Snowden emphatically
-insists, the owners of the railways are to have fair play the nation
will have to assime responsibility for an enormous addition to the
national debt. Interest upon this additional debt will have to be
paid year by year, whether the railways are working at a profit or -
a loss,  Under private ownership the risk of loss is borne by the
shareholders ; if the railway does not pay, there is no dividend.
That involves no injustice to the shareholder ; it is a contingency
which he had to contemplate when he bought the stock. But
under State ownership, however disastrous the results of working
may be, the State will have to meet its obligations to the vendors
and the final liability will rest upon the taxpayer.

What is the prospect for him ?

The advocates of nationalisation are glib in asserting that under
State management the economies of working will be so great that
there will be increased profits for the benefit of the taxpayer, as

_well as an improved service for the public and better wages for the
" workers. These fanciful prophecies are in- direct conflict with the
experience of all countries that have tried railway nationalisation ;
they are in conflict with our own experience in the matter of
_telegraphs and telephones.

The successful management of railways requires a more elastic
system of administration than any State bureaucracy is capable of
providing. The bureaucrat, sure of his comfortable job and hide-
bound by traditions of routine, proceeds in a leisurely way to carry
out the rules of the service, when the need of the moment is a

- prompt decision based on the circumstances of the case.

] An ‘ven more serious obstacle to the successful administration

" of the railways by the State is the inevitable operation of political
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forces. Wherever the State becomes the direct employer of a large
body of voters they are able to bring pressure to bear upon the
Government through Parliament in order to secure benefits for
themselves at the expense of the public treasury. It is only
necessary to watch the proceedings of the House of Commons for,
say, a couple of weeks in any session to detect the working of this
political law. Members of Parliament who will make' eloquent
speeches in favour of the general principle of public economy will
vote to a man in support of any particular expenditure that is
pressed by a well-organised body of voters, The railwaymen are
well organised and they can bring effective pressure to bear in
scores of constituencies. Beyond all doubt, they would use their
voting power—as indeed all electors tend to do—for the promotion
of their private interests. .

That this is the deliberate policy of the leaders of the railwaymen
Mr. Thomas makes clear in this book. After saying (p. 95) that
though he would support a strike unflinchingly to remedy injustice,
he adds: ‘I aim, and the most serious-minded of my Labour
colleagues aim, at revolution through the ballot box.” This was
written at a time when Mr. Thomas was at the head of the N.U.R.
in a book addressed ¢ To that Gallant Band of Railwaymen of all
grades to whose confidence and love I owe all.’

On the other hand, Mr. Philip Snowden, whose political tradi-
tions are national rather than sectional, in his book, ‘ If Labour
Rules’ (p. 28), says: ‘The political danger of an electorate of
public employees, who could bring their parliamentary votes to
bear to gain concessions is one that must be resolutely faced.” He
mentions that this difficulty had already been experienced by
Labour administrations in conducting national enterprises in
Australia. He might have given many other illustrations and
some nearer home. The reader may be interested to learn what
plan Mr. Snowden proposes for ‘ resolutely facing ’ this danger.
His own words are: * The only effective safeguard is the develop-
ment of a social spirit among public servants.’

That is all. And that sentence by itself gives away the whole
case for railway nationalisation. It is childish to imagine that
some six hundred thousand railway employees will suddenly
develop a spirit of social service when they begin to draw 'the1r
weekly pay from the public treasury instead of from a pn.vate
company. The postmen have been public servants for generations,
but that has not prevented them from organising themselves to
improve their own position, necessarily at the expense of the State.
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7 Nor ate they pltogether- ong H domg One of the purposes
Jof a vate i8 to enable the cmzen tb protect his prlva,’t.e interests. .
The blame lies upox those pohtx,cxans who create a system in whwh
the pnva.te interest of the votcr 1s in dmact conﬂlct with the publxc

‘o “interedt of the natlon

. Apa.rb from natlonal defence the pmna.ry busmesslof government
" i8 to’ secure fair play | betWeen the members of the community.

" ‘That is impossible if the Government. is itself a large employer of

* labour; for the political scales will then be loaded in favour of a

) “‘partlcula,r grqup, and for the sake of that group the nation has to

. subzmb e1ther to bad service or to financial loss—or both.
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Sunday Times: * In this little book Mr. Cox
deals with an extremely old problem in a clear
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Yorkshire Post: “ A noteworthy book, in which
Mr. Harold Cox presents in a most lucid, fair and
far-seeing manner the case for restriction of
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balanced, and thought-provoking volume."
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