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CAPITALIZATION OF RAILROADS

Professor Adam’s Basis for Computation — Valuable
Summaries—Canada's Railways Estimated at Over
Sixty-four Thousand Dollars Per Mile

Valuable statistics on the capitalization of American and
foreign railroads have been given by Mr. Slason Thompson,
manager of the bureau of railway news, Chicago. He says
that the only railway capitalization of public concern is that
which represents the actual money which has beéen invested
to provide the means of transportation by steam railroads for
the people and commerce of the United States. He says that
the present day talk about the water in American railway
capitalization is kept alive by the parade in official print of
aggregate figures of which less than 8o per cent. is active
capital “to be supported by freight and passenger rates.’’

“The crime,” states Mr. Thompson, ‘“‘of misrepresenting
the capitalization of American railways is against the Ameri-
can people because the falge cry of over-capitalization makes
it difficult to obtain on reasonable terms the additional
capital for improvements and extensions for which there is
a Ccrying necessity.

The Claim of Railway Securities on Railway Revenues.

“Following the formula adopted by Professor Adams
to ascertain the only capitalization that ‘measures the claim
of railway securities on railway revenues,” the returns re-
ceived by this bureau from 232,117 miles of operated line
(190,024 owned and 41,188 rented) yield the following result
for the year ending June 30, 1911 :—

€ The following is a summary showing net capitalization
of 378 companies operating 232,117 miles of line for the year
ending June 30, 1911 :—

Capitalization,
(190,929 miles owned),
Item— . 1911,

Gapital “stock i s T TRy $6,088,087,037
Fonded debt o iivivaniesiivinios st 0,344,729,433
Receivers’ cortificates .....vsiesssnvoasatls 12,055,503
i 2 $10,345,772,873

Rental 41,188 miles, $127,267,386, capitalized at
B DT CORE. . imics svinbas dar e 2,545,347,520
LML v ieveciny s crrniibetsns oo $18,891,120,303
Deductions for railway stock owned ......... $3,005,378,211
Deductions for funded debt owned ......... 1,687,838,570
$4,753,216,781

Net capitalization 1911 (232,117 miles) .... $14,137,003,612
Net capitalization per mile operated......... 61,340

“It is a question whether the above capitalization should
not be further reduced by deducting therefrom $80g,465,180
for other stocks ($615,048,044) and funded debt ($194,417,-
136) not railway issues owned by the railway companies, and
which paid $33,272,072 into their treasuries, thereby relieving
freight and passenger rates of fixed charges to that extent.

Approximation of the Net Capitalization,

“Accepting $14,137,003,612 as the net capitalization of the
232,117 miles of line reporting to this bureau, it only remains
to place a reasonable estimate on the 11,112 miles not covered
by these reports to arrive at a close approximation of the net
capitalization of all the railways of the United States. Esti-
mating this at $30,000 a mile ($25,000 would be liberal), the
account would stand as follows :(—

Net capitalization, 232,117 miles represented.. $14,137,903,612

11,112 miles at $30,000 icvvsoiiiiiriinons 333,360,000
Total for 243,229 miles represented..... $14,471,263,612

Less assigned to “other properties” in 1910.. 36,953,808

Net capitalization all railways in United States
SEHOTX. 1 4G o s AR R b s e e $14,434,300,804

Net capitalization per mile of line .......... 50,345
“This computation includes mileage operated under

trackage rights, for the sound reason that the rental for such
rights is included in the capitalization item of other rentals at

5 per cent. given above.

“In 1910 the commission reported $14,338,575,040 as the’

ding in the hands of the public against
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corporations, from which it was possible to calculate approx-
mately their net capitalization for any given year. Under the
new accounting, this statement has been omitted, a.lm
the railways are still required to furnish the data. In ordes
to preserve the continuity of this important record, the nex:
statement. shows the gross railway capital, securities Owned,
net capital outstanding in the hands of the public, together
with its amount per mile since 1889, when these figures wese
first compiled. Except those for 1911, the figures are from
official reports.

Railway Net Net Railway
Year— Securities Railway Capital
Owned. Capital. Per Mile. 1.

1911 Bureau ... $4,753,216,781  $14,434,309,804 59.345

Official— . .
I0I0BRE A Vi 4,078,556,298 14,338,575,040 62
50y AR i e TR 13,776,001,202 13,711,867,733 ”:g:
1908% ........ 3,933,953,317 12,833,501,510 57,301
1907  .iieaenn 3,101,704,135 12,920,352,548 58,208
3000 P LIS 2,808,480,829 11,671,040,649 54,431
) {5 L L A O S 2,638,152,129 11,167,105,992 $3.338
YOOR st D 2,501,330,601 10,711,794,078 52,009
IGOR - 5 R e 2,318,301,053 10,281,598,305 51,559
1008 & oy 2,208,518,703 0,925,664,171 So:ﬁl
JQOT S8 s s T 2,205,497,900 9,482,649,182 49,925
1000: 7 issiietvivien 1,943,050,349 9,547,984,611 si,0pa
18005 - anlomasinal 1,601,913,167 9,432,041,731 51,215
1808 o s 1,521,383,255 9,207,167,776 S
1807 e A Loy 1,466,0936,176 9,168,071,808 51,306
1800 i S 1,501,346,014 9,005,518,857 51,142
rlgy il byt 1,447,181,534 8,800,572,605 St
1804 TRBITTRRL 1,544,058,670 8,646,600,008 50,358
Y803 i 1,563,022,233 8,331,603,006
1809 s 1,301,457,053 8,204,689,760 52
YOO s T 1,282,0925,716 8,007,080,723
SR, L G 1,406,007,001 7:577,327,615% 40,473
[¢-1. o gt T 1,151,072,001 7,422,073,841 so,013

*Does not include returns for switching and

companies. *1In 1910 the per mile divisor was 228,84y miles
owned. tIf railway securities owned in 1908 is co the

amount for 1909 is about $300,000,000 below what 3 should
be. .

Railway Capital Distributed among Territorial Croups,

““The summaries in the official statistics for 1910,
e : A 1900 and
1890 distribute railway capital among the territori';]

as follows :—

Territory
covered. 1890. 1900.
Group— o
L' oheiniiay $ 377,417,302 $ 472,329,210 § 62y
Jstinde s 2,032,242,616 2,337,874,067 3,§2g:°
IEeaidicy 1,300,390,715 1,490,997,662 2,414,3
{,V « ils 4lo,go4,029 631,863,020 960, 1
------ 742,670,372 903,681,903 1,346,
NEAe e 1,818,588,865 2,024,541,004 :233:9.3"’
VII ... 443,136,450 560,763,313 !.047.%
&II 1.047,2g4,4<§1 1,305,350,723 2,2 : .
..... 372,082,285 511,034,132 808
X s 882,876,385 1.162,599:776 2-!34:m:6qg,.3'
Total ..*$9,437,343,420 $11,491,034,060 Wu 28
’ ) > ) i) » Tak
Less stocks .
and bonds
owned 1,406,907,001 1,043,050,340

+4-0>8,556’m
\

$9,547,084,611 $14,338

Net railway
capital .. $8,030,436,319 .57s
—_—— .m
*Includes $453,108,804 ‘‘other forms of indebt:
cluded in other years. tIncludes $36,053,808 :d?w"
“other properties.’’ SSigned

“*Owing to the complexity of ownership in w
capital issues of a railway company in one territory
by the companies in other groups, it is impossible
stocks and bonds owned against the respective groups
arrive at their net capitalization.

American Railways’ Comparatively Low Capital Cost,
“Nothing can demonstrate more clearly the com &

low capitalization of American railways than the fo

statement of the capital cost, or cost of construction

railways of the principal foreign countries, compiled £ of
latest available data:

hich we

il

fF

Miles Capital or cost of x

Year. Country. of line. construction. P

Europe— : ST mile.
1910—United Kingdom ...23,387 $6,421,170,080 £ :
1909—Germany  .......... 36,235 4,048,810,560 a’m
1908—*Russian Empire ....41,888 ° °3,204,970,000 Try
1908—France  ...il...... 25,040  3,550,874,000 7‘:&
1000—AUSEHA - oosiihiiny 13,873 1,600,853,523 41, so8

16,002




