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CHAPTER XIII

RAILROAD LAND JOBBERY

THE peerless co-author of The Gilded Age, Mark Twain, was
from Missouri. But he knew Yankee characteristics as well as
those of his southern neighbors, and his description of Squire
Hawkins’, of Obedstown, great faith in his “Tennessee lands”
was no more genuine than his characterization of Mr. Bigler’s, the
eastern contractor’s ideas of railroad promotion:

Mr. Bigler’s plan this time, about which he talked loudly . . . was
the building of the Tunkhannock, Rattlesnake and Youngwomens-
town railroad, which would not only be a great highway to the
west, but would open to the market inexhaustible coal-fields and
untold millions of lumber. The plan of operations was very simple.

“We'll buy the lands,” explained he, “on long time, backed by the
notes of good men; and then mortgage them for money enough to
get the road well on. Then get the towns on the line to issue their
bonds for stock . . . We can then sell the rest of the stock on the
prospect of the business of the road, . . . and also sell the lands at a
big advance, on the strength of the road.”™®

Note that Mr. Bigler’s mind was on the rising real estate
values. “On the strength of the road,” he argued, ‘‘there would
be a big advance.” Land speculation was the lure of the railroad
promoters. Land speculation and railroad construction went hand
in hand.

When Congress, in 1833, gave Illinois the right to apply to
railroad construction the national land that had been granted to

1 The Gilded Age, a Tale of Today, by Mark Twain and Charles Dudley
Warner (Harper & Brothers), pp. 167, 168. The italics are mine.—A. M. S.
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it for the Illinois and Michigan Canal, it started something.
Little was it realized then that this act was the beginning of land-
jobbery promotion on a tremendous scale, and that, though
resulting in economic benefit to the nation, it would carry in its
wake speculation, town-site jobbing, political corruption and
downright fraud.

During the fever of violent speculation which characterized
the period of rapid western settlement from about 1820 to 1837,
it was frequently suggested, and even importuned, that internal
improvements be fostered by free gifts of public land. There
was a craze for canals and turnpikes, for bridges and railroads.
The land jobbers wanted these to enhance the value of their
properties. The promoters of the improvements wanted land to
reap the profit which they felt might not result from the public
utilities they were creating. Land was the bait. Land was the
quarry.

The use of the public lands to promote economic development
was broadly advocated. No political party was strongly opposed
to it, and no geographical section complained against it. As early
as 1828, Daniel Webster, staunch “Old State” New Englander,
advocated it. In a speech at Faneuil Hall, he said:

In most of the new States of the West, the United States are yet
the proprietors of vast bodies of land. Through some of these States
and through some of these same public lands, the local authorities
have prepared to carry expensive canals for the general benefit of
the country. Some of these undertakings have been attended with
great expense, and have subjected the States . . . to large debts and
heavy taxation. The lands of the United States, being exempted from
all taxation, of course, bear no part of this burden. Looking at the
United States, therefore, as a great landed proprietor, essentially
benefited by these improvements, I have felt no difficulty in voting
for appropriation of parts of these lands, as a reasonable contribu-
tion by the United States to these general objects.?

And with this reasoning, Webster and other statesmen of the
time began to distribute, in modest quantities, parts of the
national heritage of free land. River improvements, wagon roads,
and canals received cessions of the public domain.

*The Works of Daniel Webster, Vol. 1, p. 169.
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Railroads came later, but the railroad rage soon took prece-
dence over the canal craze. As already noted, real estate develop-
ment and land booming went hand-in-hand with railroad con-
struction. Rail highways were promoted in many cases, not with
the main idea of profiting from their operation, but to increase
town and rural land values. Large landowners were, therefore,
concerned in early railroad projects. Soon after the organization
of the Baltimore and Ohio Railroad in 1825, a group of capital-
ists, some of whom were among its promoters, formed the Can-
ton Company in Baltimore. They acquired a large tract of land
near the city. They expected the value to increase greatly because
of its access to both the railroad and the harbor. Although the
Canton Company and the railroad company remained separate
corpcrations for over a century, their interests coincided. As
already noted, the Canton Company’s property only recently came
under the control of the Pennsylvania Railroad, but not without
the serious protest of the latter’s rival—the Baltimore and Ohio,

The right to own real estate was regarded as a special advan-
tage by the early railroads. The original prospectus of the “Mt.
Carmel and New Albany Railroad,” of Indiana, in 1838, takes
note of this: “Were the company to purchase a million acres of
the lands adjacent to the work, the increase alone in the price
of the lands so purchased would, before the work is half com-
pleted, pay for the entire construction of the work. The bare
location of the route would triple the price of every acre of land
within two miles of it. All that is wanted is capital to invest in
lands, and go on with the work for a short time without being
compelled to make sale of them.”?

In the same belief, individuals and corporations eagerly granted
rights of way over their properties to railroads so as to enhance
the value of the portions retained. Donations of land, both public
and private, to transportation companies, as a speculation aid,
thus became an established policy. Overbuilding of railroad facili-
ties was the logical result.

Although Congress had previously granted lands to corpora-
tions and individuals for the purpose of creating and maintaining

*F. A. Cleveland and F. W. Powell, Railroad Promotion and Capitalization
in the United States, p. 199.
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public utilities of various kinds, the first substantial grant for a
railroad enterprise was not made until 1850 when the Illinois
Central Railroad was organized. As early as 1836, however, Con-
gress was petitioned for a land grant for the same enterprise.* A
similar measure was advocated by Senator Sidney Breese in 1844.
He desired to secure to the proposed “Great Western Railroad
of Illinois” the right of preémption of public land along its lines.
This meant that the railroad would pay the government price
for the land, if it was acquired, but, of course, the lands would
only be paid for as they were sold at an advance above the gov-
ernment price. Hence, it is quite evident that early railroad build-
ing, even in the new and unsettled areas, was closely interlaced
with land speculation.

Congress had already made a gift of public land to Illinois in
1828, in aid of the proposed construction of a canal between
Chicago and the Illinois River, in order to create a “Great Lakes
to Gulf” waterway. The fever of speculation that was engendered
by this project was described in a previous chapter. Before the
canal was even marked out, lands, supposedly adjacent to it, rose
to high values. William B. Ogden, who went to Chicago in the
interests of the American Land Company, wrote on May 3, 1836,
that he purchased nearly two thousand acres along the proposed
canal, at $5 per acre. “It is considered a good investment at $10,”
he stated, “for it would not only be on the Canal, but near the
flourishing town of Joliet.” In Chicago, of course, the ‘“canal
lots” brought ridiculously high prices. But most of the sales were
canceled because of default in payments following the crash in
May, 1837.

As the canal was slow in building, and costly, and as railroads
were demonstrating their superiority over other means of trans-
portation, Illinois sought to apply the canal land grant to railroad
construction. The panic, however, had caused a bankrupt state
treasury. Even with land donations, there were insufficient public
funds for internal improvements. Moreover, land was then a
“drug” on the market. Accordingly, although Congress consented
to the diversion from canal to railroad purposes in 1833, the
grant was not used.

¢ See American State Papers, Public Lands, Vol. VIII, p. 503.
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In the meantime, Darius B. Holbrook, a town jobber, was
eager for the success of his “Cairo City and Canal Company.”
This concern grew out of a town-site speculation started by Bal-
timore capitalists, as far back as 1818, in Illinois, at the con-
fluence of the Ohio and Mississippi rivers. The project lingered
in obscurity for several years because the “town’” was seasonally
under water. The Cairo City and Canal Company, however, en-
deavored to offset this inconvenience by constructing “dikes,
canals, levees and embankments.”

When Holbrook could not make a “go” of his town-jobbing
venture, he conceived the idea of making the place a railroad ter-
minal. In 1835, he promoted the “Illinois Central Railroad Com-
pany,” an Illinois corporation, and it was this company which
petitioned Congress for a land grant, but without success. This
did not discourage Holbrook. About 1840, he obtained a new
Illinois charter for a railroad and again sought Congressional
assistance. His petition was opposed by Stephen Douglas, then
Senator from Illinois, on the ground that Holbrook’s railroad
was ‘“‘a stupendous private speculation to enable the Cairo Com-
pany to sell their chartered privileges in England.”

Douglas then offered a substitute plan. Instead of granting
land for railroad purposes to Holbrook’s company, he proposed
a grant directly to the State of Illinois, to be used in aid of private
railroad construction. In the meantime, the crafty Holbrook in-
duced the Illinois Legislature to pass an act, ceding to his pro-
posed railroad all lands that might be granted the state by Con-
gress. When Douglas learned of this trick, his ire was greatly
stirred. He threatened to withdraw his bill for a land grant. To
appease him, Holbrook was induced to release the state from the
privilege given his company. Douglas regarded Holbrook and his
associates as merely land grabbers and town jobbers, and he
wished lands conveyed to an out-and-out railroad proposition.

Douglas’ land grant bill was enacted by Congress, September
20, 1850. It did not convey a definite acreage. It granted an alter-
nate section of land, extending six miles on each side of a rail-
road to be built as part of a line between Mobile and Chicago,
As each alternate section was a square mile, speculators could not
obtain directly from the railroad company large contiguous tracts.
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Moreover, if the railroad’s lands rose in value, the government’s
sections would rise proportionately. Thus, the government would
participate equally with the railroad in the profits resulting from
land ownership. This system—designed primarily to block monop-
olization of land along the railroad—was continued in all subse-
quent railroad land grants.

But who would build and own the railroad that was to get all
that land? Surely, not the people of Illinois. They lacked the
funds. This situation was undoubtedly well known to eastern
capitalists, and particularly to the New England Congressmen who
voted for the land donation. And they were not long in taking
advantage of it! Daniel Webster was not a capitalist, but he had
an eye for business and his legal services were in demand by the
moneyed interests. Webster had a colleague in Congress, with
whom he was friendly, even though they adhered to opposite
political parties. This man was Robert Rantoul, Jr.,, a strong
supporter of internal improvements. He was an able lawyer, a
good business man, but not a successful politician. As a Demo-
crat, he supported free trade and “state’s rights,” and accordingly
was not in political harmony with Webster. Yet, it is stated on
pretty good authority that Webster, almost immediately after
Douglas’ land grant bill was passed, advised Rantoul to go to
Illinois in the interests of a group of capitalists and seek the rail-
road charter, and in this way get the conveyance of the land. In
fact, it is said that Rantoul drew up the charter under Webster’s
supervision.

Rantoul went West, and arrived in Springfield, Ill., just in
time to forestall the efforts of a young lawyer and politician—
Abraham Lincoln by name—to obtain the railroad charter and
the land for a group of western capitalists. Lincoln confirmed
this in 1863 to Rantoul’s son, while the latter was on a visit to
the White House; and remarked with characteristic jocularity
and a slap on his visitor’s knee: “Your father beat me, your
father beat me.”® R

Rantoul obtained, without much difficulty, a charter for the
Illinois Central Railroad on February 10, 1851. As stated in the

® William K. Ackerman, Historical Sketch of the Illinois Central Railroad,
P. 20.
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Senate in 1870 by Senator James Warren Nye: “He spread out
to the Legislature of Illinois the boundless advantages that would
accrue from affording aid to this great enterprise. He laid that
upon the altar of his country for its benefit, and the nation also
was induced to extend its aid.”®

Of course, it required some “extravagant figures’” and an at-
tractive bait in the form of participation in the railroad’s revenue
to induce the legislature to turn over the liberal land grant to a
private corporation. But Rantoul was equal to the task. The news-
papers of the time caricatured his figures for their extravagance;
but he returned East with his grant. Prominent New York and
Boston capitalists became his associates. These included Robert
Schuyler, George Griswold, Gouverneur Morris, son of our, old
land agent, William H. Aspinwall, Jonathan Sturgis, George W.
Ludlow, Henry Grinnell, and John F. A. Sanford, of New York,
and David A. Neal and Franklin Haven, of Boston.

Rantoul was also a member of the first board of directors of
the Illinois Central Railroad Company, but death took him on
August 7, 1852, when the actual work of construction had barely
begun. Just before his death he wrote enthusiastically regarding
the “value of the public lands of Illinois.” His sentiments were
disclosed in a published letter to Robert Schuyler, the first presi-
dent of the Illinois Central Railroad,—a letter, of course, de-
signed to attract investors to the company’s securities :

“It 1s plain,” he said, “‘that all the land within fifteen miles of
the Central Railroad is intrinsically worth, from its power of pro-
duction, not only as much, but on average twice as high as that
which we have assumed to be the selling price of Ohio lands. Such
an average would be realized if the supply of such lands were not
much greater than the demand for cultivation. It becomes then
necessary to inquire how long will the supply exceed the demand,
not for speculation, because that is too precarious and unsteady
for our consideration, but the demand for actual cultivation?’?

The enthusiastic promoter had his answer to this question. The
demand would soon increase beyond the supply should the popu-

® Congressional Globe, April 7, 1870, p. 24%0.

" Letter on the Value of the Public Lands of Illinois, by Robert Rantoul, Jr.,
Boston, 1851.
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lation of Illinois increase only as fast as that which actually took
place between 1840 and 1850. The railroad, moreover, would
bring a larger number of settlers. Hence, it was a safe prediction
that the Illinois Central lands would, in ten years, rise to from
$10 to $12 an acre.

He was not wrong. In scarcely ten years thereafter, the Illinois
Central Railroad publicly announced that it had 1,100,000 acres,
or less than one-half of its original grant, for sale, in forty-acre
lots and upwards, at prices ranging from $5 to $25 per acre,
whereas the national domain was offered at $1.25 per acre, with
not many takers. Certain tracts immediately adjoining stations,
or “for other causes” especially valuable, were offered at higher
prices on the familiar “canal terms,” i.e., one-fourth cash and the
balance in three annual instalments, with interest. The ordinary
tracts- were sold on smaller cash payments, amounting usually to
but one year’s interest on the purchase price. The balance could
be paid in six annual instalments, secured by notes, with interest
at 6 per cent. There was, moreover, the general requirement—
usually disregarded—that one-half of each plot purchased be
fenced and placed under cultivation.

It can be readily assumed that the speculative interest early
created in the Illinois Central Railroad was based upon its land
grant. An English capitalist, reporting on the company in 1856,
wrote : “This is not a railroad company, it is @ land company.”’®
Anthony Trollope, the English novelist, who visited America
during the Civil War, made a similar remark. “Railroad com-
panies,” he wrote, ‘“were in fact companies combined for the pur-
chase of land. They purchased land, looking to increase the value
of it fivefold by the opening of the railroad. . . . It is in this
way that the thousands of miles of railroads in America have
been opened.”®

The main activity of the Illinois Central Railroad promoters
in this early period was to sell the lands. They advertised them
extensively in alluring pamphlets both at home and abroad.
Moreover, the company’s credit was based chiefly upon its land
holdings. It mortgaged its land (though, of course, it had legal

®*Wm. K. Ackerman, Early Illinois Railroads, p. 75.
* Anthony Trollope, North America, Vol. 1, p. 143.
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title only to such sections along which its lines were already con-
structed) and issued bonds secured by this mortgage. A large
part of the land profits was expected to come from the sale of
town lots in places of its own creation. A station was established
every ten miles, and the surrounding plots divided into lots which
were offered at various prices according to location. Town job-
bing and railroad building thus went along hand in hand.

Altogether, the Illinois Central Railroad Company received
about 2,600,000 acres. In less than twenty years after obtaining
the grant, all except about 450,000 acres had been sold. Con-
gress was told in 1870 that the company “was holding its lands
for advance in prices, instead of offering them to settlers.” It
was then offering them at the exorbitant prices of $25 and $30
per acre.

Naturally, the building of the Illinois Central and its liberal
land grant stirred up a fever of land speculation in its territory.
The alternate sections retained by the government were eagerly
bought up by speculators. Young Grenville M. Dodge, afterwards
builder of the Union Pacific, who went to Illinois as a surveyor,
wrote back enthusiastically to his father: “I can double any
amount of money you've got in six months. . . . To start with,
buy a couple of Mexican [War] land warrants, send them out,
and I'll locate them in places where land is selling at this minute
for $2.50 an acre. The warrants for a quarter section each, can
be bought back east for about a dollar. New this is no gun game,
but the truth. Don’t tell anybody about it, but go to work.” And,
referring to his father’s meager means of a livelihood, he added:
“This will pay better than all the post offices and book stores in
the kingdom.”1°

The records of the national land office in Illinois show heavy
sales along the lines of the railroad to large and influential specu-
lators at the fixed minimum price of $2.50 per acre or a little
above it. Stephen A. Douglas, John Wentworth, John S. Wright
and other prominent names appear among the purchasers. Not
only did politicians and land boosters buy land in the neighbor-
hood of the company’s lines, but they sought to influence the
location of the route. Jesse Fell, of Bloomington, Ill., a large

1 J. R. Perkins, Trails, Rails and War, the Life of General G. M. Dodge, p. 13.
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western land jobber, was instrumental in getting the Illinois Cen-
tral to Clinton, Decatur, Bloomington and other towns in which
he held real estate. All this fostered political “wire pulling” and
corruption.

The land grant to the Illinois Central led to a host of similar
projects. Congress was swamped with petitions. Every town-site
promoter or landed nabob put in applications. The western Con-
gressmen, in whose states were vast stretches of public domain,
were kept busy backing up the claims of their constituencies for
federal aid in railroad promotion. In these activities, corruption,
bribery, log-rolling, and other questionable political practices
flourished.

Horace Greeley, whose slogan “Go West, Young Men,” placed
him among the friends of the pioneer settlers, could see no need
of “hiring or bribing capitalists to construct railroads.” He ad-
vocated limited land “ownership” as an antidote to land specu-
lation, and he even hinted his approbation of ‘‘squatter’s rights.”
“The mischiefs already entailed on the industry and business of
the country by land speculation,” he wrote in his paper, the New
York Tribune, “are incalculable. . . . Only those who have seen
much, reflected much, have any full idea of them. Wheresover,
upon a natural harbor, a bay, a head of navigation, or a water
fall, a village begins or promises to spring up, there, the specula-
tor or his agent are early on hand, and pounces upon the unoc-
cupied land within a circuit of a mile or two. This he holds back
for a price treble to sixty-fold that he paid for it.”'* By releasing
capital tied up in vast tracts of unproductive land held by specula-
tors, there would be money enough, Greeley thought, to construct
railroads without the aid of land grants.

Greeley made a tour of the West in 1847, and while there, dis-
covered the heavy traffic in military land warrants. The warrants
were bought up in great wads, in both the East and the West, and
the owners converted them into large tracts of vacant land of
their own selection. They needed settlers to make the lands val-
uable, but settlers now followed railroads and canals instead of
going ahead of them. Hence, the numerous railroad projects.

U New York Weekly Tribune, July 17, 1847.
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Maps in emigrant guides to the western states, published in this
period, show veritable net works of “projected railroads,” most
of which were never even surveyed. All the “projectors,” how-
ever, had in mind possible land grants as a means of putting their
plans over. “By stimulating the building of roads, where they are
not wanted, and where the leading cause for building them 1s the
gift of public lands, we shall throw such discredit (when the
breakdown comes) on our western roads, that the building of
useful roads will be retarded or indefinitely postponed.” Thus,
wrote John Murray Forbes to Charles Sumner, February 14,
1853. Forbes was then engaged in the construction of the Rock
Island Railroad entirely with private capital, and, of course, was
opposed to the encouragement given to rival lines with land
grants.'?

Sober-minded statesmen realized that railroad operation in the
sparsely settled areas of the Great West was not a profitable
business proposition. It was different from the transportation
situation in the East. Here population centers were already suf-
ficiently large and prosperous to furnish traffic immediately. But
in the new states, still in the process of pushing back the Indians
and in preparing the soil for human sustenance, rail traffic must
be developed. This requires a comparatively long period. Under
the circumstances, the prospects of dividends on capital invested
in western railroads were remote.

It was, therefore, not from choice but rather from necessity
that the railroads were proffered lands amounting in extent, in
some cases, to empires or principalities as a reward or a bait
for their construction. On the whole, prospective profits of operat-
ing railroads in most sections of the country had little influence
in inducing capital investment in these enterprises. The oppor-
tunities for making money in land speculation, in town-site
projects, in construction contraets and numerous other schemes
were more generally the lure than operating legitimate transpor-
tation facilities. In some cases, as, for instance, in the Illinois
Central, the proprietors of the railroad could have donated the
entire original cost of construction, and still have realized a capi-
tal gain from their land sales. The Illinois Central is reported

* See Henry G. Pearson, An American Railroad Builder, p. 189.
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to have cleared about $25,000,000 from the disposal of its do-
main. Its success, however, is exceptional. The largest and most
richly endowed land grant railroads were financial failures. The
Union Pacific and Northern Pacific are outstanding examples.
The land-grabbing activities connected with these gigantic ven-
tures will be next considered.

The first plan of a transcontinental railroad, to be supported
by a land grant, was proposed by Asa Whitney as early as 1843,
and was considered seriously by Congress and the nation at
large continuously for more than a decade. But the bickering
of sectional interests as to the most desirable route prevented
Congress from taking positive action to promote the enterprise.
It was not until the secession of the Southern States that the
opportunity was afforded to agree upon a proposed route. But even
prior to the Civil War, land speculators gambled on the antici-
pated route. Prospectors went West to search out probable termi-
nals and town sites along the line. Others kept their ears to the
doors of Congress to get the earliest news of the location of the
lines. Congressmen themselves became financially interested in
what was likely to happen.

One of the shrewd Yankee engineers who had an eye out for
the “most feasible route” was Grenville M. Dodge. Dodge, a
native of Danvers, Mass., “went West” in 1851 to get work in
railroad construction. While engaged on the Chicago and Rock
Island line, he took up a “preémption” claim to government land
on the banks of the Elkhorn River, in Iowa, twenty-five miles
east of Omaha. He also staked out claims in the same vicinity
for his father and brother. These soon came out to put up their
log cabins and make a pretense of plowing the virgin prairie soil.
In this way they could claim the land as “homesteaders” and pay
the government price for it. Their chief interest, however, was
to hold for a rise in value, in the expectation of the Pacific Rail-
road passing through their properties.

Dodge was encouraged in his selection by Frederick Lander,
an old friend and fellow engineer who had been appointed by
Jefferson Davis, then Secretary of War, to make one of the
seven or more surveys for a most feasible transcontinental route.
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He was in charge of the Puget Sound-Missouri River location.
While on his return, he stopped at Dodge’s log cabin settlement
on the Elkhorn. “The Pacific Railroad is hound to be built through
this valley,” he assured Dodge, “and if it doesn’t run through
your claim, I'll be badly mistaken.”

“T've already figured that it will,” Dodge replied. “How else
could it go from the Missouri River if built this far north?”’?

The South’s secession caused an adoption of a northern route
for the Pacific Railroad, though in order to connect with the
Central Pacific of California, which had been incorporated in
June, 1861, the Puget Sound terminus was abandoned. The
eastern end was to be “on the hundredth meridian of longitude
west from Greenwich, between the south margin of the Republi-
can River, and the north margin of the Valley of the Platte River,
at a point to be fixed by the President of the United States.”
The railroad was to have free right of way over government
domain and, in addition, was to be given ten miles on each side
tn alternate sections. All this made an aggregate acreage of about
12,000,000 acres—a vast inland empire, the like of which had
never been known before to be held in single private ownership.

But this was not all. The government was to furnish a con-
struction loan in 6 per cent, thirty-year bonds, at the rate of
$16,000 per mile of road through the prairies, $48,000 over the
Rockies and $32,000 per mile between the Rockies and the Sier-
ras, not to exceed, however, a total of $50,000,000.

Of course, there was opposition and cries of land grabbing.
But these protests were unheeded, and the landless Atlantic States
joined with the “land-poor” West in favoring the project. “I give
no grudging vote in giving away either money or land,” ex-
claimed the Massachusetts Senator, Henry Wilson. “I would
sink $100,000,000 to build the road and do it most cheerfuily,
and think I had done a great thing for my country. What are
$75,000,000 or a $100,000,000 in opening a railroad across re-
gions of this Continent, that shall connect the people of the At-
lantic and the Pacific, and bind us together? . . . Nothing! As
to the lands, I don’t begrudge them.”

¥ See J. R. Perkins, Trails, Rails and War, The Life of General G. M. Dodge,
P, 30.
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Wilson was right! Why begrudge them the land? Twelve mil-
lion acres was an ocean of territory that would require several
decades to fill. It was offered at $2 to $10 per acre, and sold in
forty-acre tracts and upward, with liberal terms of credit. But
sales were exceedingly slow. A vast influx of population would
have been required to have settled them during the period of con-
struction. Moreover, the Homestead Act of 1862 made it possible
to acquire government lands free of cost, and this competition
was a serious handicap to the railroad company in disposing of
its vast domain.

But it was not the vast stretches of vacant wild lands that at-
tracted speculators. Mere acreage is not what the railroad promo-
ters most desired. It was the favored town sites, the terminals
and the way-stations that were the chief objects of pecuniary ex-
ploitation. Town jobbing and town-site planning began even be-
fore the work of actual railroad construction was under way.

One of the “nosy” schemers, who sought to exploit the choice
lands and town sites, was the sophisticated and idiosyncratic
celebrity, George Francis Train. He was a typical New England
trader and adventurer. After having accumulated a fortune in the
shipping business, and in trading in Australia during the gold
rush there, he returned to America with great capitalistic ideas.
He took a hand at railroad promotion, and represented Queen
Maria Christina of Spain in furnishing capital for the construc-
tion of the Atlantic and Great Western Railway, extending from
western New York to Cincinnati. When Congress passed the
Pacific Railroad Bill in 1862, he took the first active steps to
form a construction company. Having become fascinated, while
residing in France, with the adventuresome financial methods of
the brothers Emile and Isaac Perrére, he hit upon the idea of
organizing finance companies similar to their two concerns: the
“Crédit Mobilier” and the “Crédit Foncier.” He proceeded to
organize companies with the same names. The “Crédit Mobilier
of America” was to construct the railroad, and the “Crédit Fon-
cier of America” was to capture and exploit the choice real es-
tate along the lines.

It is George Francis Train, therefore, who is responsible for
one of the most notorious names in American financial history—
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the Crédit Mobilier. The very term now smacks of corruption
and scandal.

The enterprising Train sought the codperation of capitalists,
politicians and statesmen in the promotion of his finance com-
panies, designed to reap the profits from the creation of a trans-
continental link to the Pacific Coast. He first tried Boston, with
indifferent success, putting up $150,000 of his own funds. This,
he said, was ‘“‘the pint of water that started the great wheel of
the machinery.” “I had offered,” he continues, “an interest in the
road to old and well-established merchants of New York and
other cities—the Grays, the Goodhues, the Aspinwalls, the How-
lands, the Grinnells, the Marshalls, and Davis Brooks & Com-
pany; and even to some of the new men, like Henry Clews—
agreeing to put them in on the ground floor . . . But they were
afraid. It was too big. Only two of them, William H. Macy and
William H. Guion would take any stock.”*

James A. Garfield was one of the politicians whom Train en-
deavored to have assist him in the promotion of the “Crédit
Foncier.” In the course of Garfield’s testimony at one of the Con-
gressional hearings relating to the Crédit Mobilier scandal,—
which, as is generally well known, involved prominent Con-
gressmen,—he testified :

George Francis Train called upon me in 1866 and said he was or-
ganizing a company to be known as the Crédit Mobilier of America,
to be founded on the model of the Crédit Mobilier of France; That
the object of the company was to purchase lands and build houses
along the line of the Pacific Railroad at points where cities and vil-
lages were likely to spring up; that he had no doubt money thus
would double or treble itself each year; that subscriptions were
limited to $1,000 each, and he wished me to subscribe 1®

Garfield probably confused Train’s Crédit Foncier of America
with the Crédit Mobilier. It was the Crédit Froncier and not the
Crédit Mobilier that was to deal in town lots.

Train did not take a prominent part in the activities of the
Crédit Mobilier—the construction company which undertook to
build for the Union Pacific Railroad Company. His lack of re-

* George Francis Train, My Life in Many States and in Foreign Lands, p. 287.
®# J. B. Crawford, The Crédit Mobidier of America, p. 134.
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sources and his eccentricities handicapped him. He did, however,
take active steps to reap the benefits of the railroad’s location.
As he himself expressed it: “I looked upon it [i.e., the railroad]
only as the launching of a hundred other projects, which, if I
had been able to carry them to completion, would have trans-
formed the West in a few years, and anticipated its present state
of wealth by more than a full generation. One of my plans was
the creation of a chain of great towns across the Continent, con-
necting Boston with San Francisco by a magnificent highway
of cities . . . Most of these plans were defeated by a financial
panic; by the lack of coOperation on the part of the very people
who were interested in their success. Some of them succeeded,
however, and I was able to accomplish a great deal of work that
has gone into the winning and making of the West.”®

Surmising that Omaha, Neb., would be the eastern terminus of
the Pacific railroad, he straightway engrossed a large part of its
real estate. He is said to have personally acquired about five
hundred acres in Omaha “which cost him only one hundred and
seventy-five dollars an acre,—a most promising investment.”!?
He also built a magnificent hotel there—the Cozzens Hotel—
which, he said, “was more written about than almost any other
hostelry ever built in the United States.”

What became of Train’s real estate speculations in Omaha is
something of a mystery. He does not mention it in his memoirs
—written after he had been adjudged insane—and certainly they
could not have brought him great wealth, because he died com-
paratively poor. In fact, during the last years of his life,
he was a resident of a workingman’s hotel in New York, and
his only associates in this period were “children in parks and
streets.”

Little also is known of Train’s city building company, the
Crédit Foncier of America, which was to develop towns along
the railroad. This concern was incorporated under a special act
of the Nebraska Legislature, and was publicly advertised as or-
ganized in connection with the Union Pacific Railroad to “own
cities along the line.” A printed prospectus, issued by John ]J.

8 Train, op. cit., pp. 293, 294.
¥ See Albert D. Richardson, Beyond the Mississippi, p. 565.
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Cisco and Co., who were, for a while, the bankers of the Union
Pacific Railroad, indicates that this organization made an attempt
to “boom’ the town of Columbus, Neb.

This prospectus contains some extravagant language.

“OMAHA ALREADY AN ACKNOWLEDGED FACT—
COLUMBUS THE NEXT IMPORTANT CITY,” ran the
headlines.

Other captions were: “A4 fifty dollar lot may prove a $5000 1n-
vestment.” “Paris to Pekin wn thirty days.” “Two Ocean Ferry
Boats and a Continental Railway.” “Passengers for China this
way!” “Money is cheap—QOur national credit sound. The nation
prosperous.” “The Rocky Mountain excursion of statesmen and
capitalists promounce the Pacific Railroad a great fact”” “The
Crédit Mobilier a national realty, the Crédit Foncier (owning
cities along the line) an American institution.”

And by way of showing the high standing of the Crédit Foncier
of America, it is remarked that “Most of the directors and sub-
scribers of the Crédit Mobilier are shareholders of the Crédit
Foncier of America.”

Like many similar town-lot “booster circulars’” issued before
and since the creation of the Crédit Foncier, there was an accom-
panying sketch map showing the important geographical position
of Columbus, Neb. It was ‘“the natural point for an important
station.” It was “surrounded by the finest agricultural lands in
the world.” Moreover, “the Crédit Mobilier owns lands near the
city; and some of the leading Generals and Statesmen are also
property owners round about.”

And by way of further inducement to make a town-lot in-
vestment in Columbus, it was pointed out that others have made
fortunes by similar purchases:

Would you make money easy? Find, then, the site of a city and buy
the farm it is to be built on! How many regret the non-purchase of
that lot in New York; that block in Buffalo; that acre in Chicago,
that quarter section in Omaha. Once these city properties could be
bought for a song. Astor and Girard made their fortunes that way.
The Crédit Foncier by owning the principal towns along the Pacific
line to California, enriches its shareholders while distributing its
profits by selling alternate lots at a nominal price to the public.
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The authorship of the foregoing fantastic circular is not stated,
but in view of the fact that George Francis Train, a few years
after its publication, was legally adjudged insane, it may be as-
sumed that it was written by him.

The Crédit Foncier of America, despite the enthusiasm and
benevolence of its projector, undoubtedly had a short and un-
successful career. Columbus, Neb., did not become “‘an important
station” on the Union Pacific. Neither was it ever considered as
the capital of the state. True, it is still on the map. But, after
fifty years in which there have been opportunities to exploit its
geographical and economic advantages, its population is less than
7,000, and its growth has been slow and uncertain. In the mean-
time, George Francis Train, its promoter and original “booster,”
has passed into the realm of celestial silence. The fire of his en-
thusiasm and the ring of his masterly oratory ceased thirty years
before his demise. While living as a hermit at a Mills Hotel, at
$3 per week rental, he saw the West grow up, and boasted that
his predictions of the marvelous effect of the building of the trans-
continental rail link had come true. He died in 1903.

Omaha, the chief center of Train’s operation, likewise failed
to realize the vast gains he anticipated. He and his associates
did not make money from their speculations in its vicinity. This
may have been due to a change of location of the eastern terminus
of the Union Pacific from Omaha to Council Bluffs, on the other
side of the Missouri River. According to General Dodge, this
change was made because of “the aim of Congress and the in-
tention of Lincoln.” The martyred President, incidentally, owned
a piece of land hard by the established terminus on the eastern
side of the Missouri, and the critics of his railroad policy made
capital of this. But if Lincoln selected Council Bluffs as the start-
ing point of the Pacific Railroad merely to gain wealth from the
rise in the value of his real estate there, the decision to follow
his plan came rather late, for the new terminus was not selected
by the directors of the railroad until ten years after his assassina-
tion.

Though the Crédit Foncier of America soon petered out as a
money-making proposition, town-site jobbing along the lines of
the Union Pacific persisted. Hardly a location in any way suita-
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ble as a station or a junction point that did not develop into a
“mushroom city” because of the activity of land speculators.'® As
soon as the location of the railroad line was determined, “a town
would be plotted, streets laid out and named for the heroes of the
Civil War, and lots put on sale.” The same may be said of the
places along the Central Pacific in California, which, like the
Union Pacific Railroad, received a similar grant of land in aid of
construction. The Southern Pacific also came in for a handsome
land bounty, and its promoters became deeply concerned in town-
site and terminal land jobbing.'® And so with the Northern Pa-
cific, the story of which will be told in the next chapter.

From a financial viewpoint, the land subsidies of the first trans-
continental railroads did not accomplish the results expected by
the promoters. The lands had no value until the roads were com-
pleted, and, even after completion, the process of disposal was
exceedingly slow and costly. Direct financial aid, through cash
loans, was much more serviceable as a means of successful pro-
motion, and even with this form of assistance the profitableness
of the railroad enterprises only became established many years
after the lines were completed and in full operation. Nevertheless,
land was the lure for undertaking the construction by private in-
terests, and it was the bait that led many capitalists to subscribe to
the project.

8 See Building of the Pacific Railroad, by Edwin L. Sabin.
¥ See Stuart Daggett, Chapters on the History of the Southern Pacific.



