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J

PREFATORY ANECDOTE.

Most of the matter in this book originally appeared in
Hampton's Magazine in the form of separate articles.

After the manuscript of Chapter III had been taken to
the magazine office, before there had been any publication,
and when the article, in fact, had advanced no farther than
the proof stage, I received a letter from a railroad agent
in a western city, displaying an intimate acquaintance with
the article, attempting to refute some of its statements, and
urging me not to print them.

Again, while the chapter on Death Avenue was lying at
the office in proofs, and two weeks before the magazine
that contained it had been made up, a gentleman declaring
himself to be a representative of the New York Central
railroad and known in the office to be such, called with the
information that he knew the nature and scope of the
article the magazine intended to publish about the New
York Central, and he plainly intimated that unless it was
suppressed the railroad company would withdraw all its
advertising from Hampton's. The article was published
and railroad advertising was accordingly withdrawn.

About two weeks before the publication of Chapter XIII,
and while it, too, had advanced no farther than the proof
stage, there came to the office of the magazine a gentleman
that introduced himself as coming from Mr. Charles S.
Mellen, president of the New York, New Haven and Hart-
ford Railroad company, which is made the subject of that
chapter. He said that Mr. Mellen understood that an
article attacking the railroad company was about to be pub-
lished in Hampton's; that it was as he expressed it, "full of
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6 PREFATORY ANECDOTE

lies," and he came to warn the editor not to publish any
such matter. In describing the article, he showed such
familiarity with it as a man could hardly have unless he
had read it, although Mr. Hampton had believed that no
one outside of the office (except myself) knew of the
existence of the article.

Proofs of the matter were now produced and the caller
requested to indicate which of the statements were "lies."
Each important sentence was read to him separately, and he
was asked whether it were true or false. In every instance,
except four, he was obliged to admit that it was true. The
four instances to the contrary were either trivial or they
were matters that Mr. Hampton himself knew to be accu-
rately stated.

He had told his caller at the beginning of the interview
that he would change or omit every statement in the article
that could be shown to be false. After spending the bet-
ter part of the day in the careful consideration of the mat-
ter sentence by sentence, there appeared to be nothing ma-
terial to change.

Nevertheless the visitor demanded that the article be
not printed. He said that if it should be, the financial pow-
ers back of the New Haven railroad would ruin the maga-
zine and Mr. Hampton.

The article was printed in the issue of November, 1910.
From that time Mr. Hampton found it increasingly difficult
to get any money at the banks. Even when he offered
paper of the best kind, endorsed by four men of wealth that
had no trouble about borrowing money on their own account,
the banks refused him all accommodation. Twenty-one
banks and trust companies were approached with the same
result. More than one declared a willingness to accept the
paper for any other purpose than Hampton's Magazine.
Several times the paper was accepted and subsequently, at

Digitized by Google



PREFATORY ANECDOTE 7

some mysterious signal, rejected. The result was that Mr.
Hampton was ruined according to prediction and his maga-
zine was swept out of his hands.

It had a circulation of more than 400,000 and a very large
advertising business, and not a bank in New York would
advance to it one dollar.

Meantime, spies had made their way into the business
office of the magazine, copied the list of stockholders, and
these were besieged with circulars intimating that the con-
cern was about to fail, and they had better protect them-
selves, with the inevitable result of destroying the maga-
zine's credit and bringing upon it a swarm of frightened
stockholders.

These are the facts.
The author earnestly desires opinions upon them from

unprejudiced sources—and others. They seem to him to
represent a condition incompatible with any assertion of a
free press in America, and a state of espionage by the cor-
porations that deserves the thoughtful attention of every
citizen.
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Stories of the Great Railroads.
CHAPTER I.

THE ROMANTIC HISTORY OF THE DUTCH BONDHOLDERS AND

THE ST. PAUL AND PACIFIC.

Sir George Stephen, Knight Grand Cross of the Royal Victorian
Order, Baron Mount Stephen in the Province of British Columbia,
Dominion of Canada and of Duffstown, Banff, in the Peerage of
the United Kingdom; so created June 23, 1891; and Baronet, so
created March 3, 1886; late President of the Canadian Pacific Rail-
way, Deputy Lieutenant, County Banff, Motto, Contra Audentior.
Seats, Grand Metis, Quebec, and Brocket Hall, Hatfield, Herts.
Town House, 17 Carlton House Terrace.—Burke's Peerage, 1909.

The Baron Strathcona and Mount Royal, Sir Donald Alexander
Smith, G.C.M.G., F.R.S. (Cross of the Order of St. Michael and
St George, Fellow of the Royal Society) of Glencoe, County of
Argyle, Quebec, Canada; late Resident Governor and Chief Com-
missioner at Montreal of the Hudson Bay Company, President of
the Bank of Montreal, Vice-President Dominion Rifle Association,
Honorary Colonel 8th Vol. Batt. Liverpool Regiment, some time
member for Montreal in the Dominion Parliament, Chancellor of
Aberdeen University since 1893, and of the McGill University, Hon.
LL.D. of the Universities of Cambridge, Yale, Glasgow, Aberdeen,
Toronto, etc., and Hon. D.C.L., Oxford; F.R.S. High Commissioner
for Canada in London since 1896, member of Royal Commission on
War in South Africa, 1902, etc. Seats Glencoe, Argyleshire; Silver
Heights, Winnipeg; Norway House, Pictou, Nova Scotia; Resi-
dences, Knebworth House, Stevenage, Herts, and Debden Hall,
Newport, Essex. Town Residences, 1157 Dorchester Street, Mon-
treal; 28 Grosvenor Square, W.—Burke's Peerage, 1909.

As a rule, the luminous pages of the estimable Mr, Burke
have for us in this country but slight concern (except very
likely for those of us that have marriageable daughters
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12 STORIES OF THE GREAT RAILROADS

ready for the title market), but about the two peerages
above noted, there should dwell for Americans all the keen
interest that pertains always to the work of our own hands;
because these two peerages we have made. In that sense
they are far more truly American than British; and the
tourist from Minnesota or Montana, straying through the
awful precincts of Carlton House Terrace or Grosvenor
Square, can look with peculiar, and in a sense proprietory
interest upon two of the stately houses there, since we con-
ferred them upon their present inhabitants. If he be phil-
osophical, also, the spectacle may properly spur him to
much profitable thought, one subject powerfully suggested
being a question whether, after all, we Americans are really
as smart as we think we are.

Lord Mount Stephen and Lord Strathcona began as poor
boys and humble commoners. Look upward and observe
the dizzy heights to which they have climbed; the lofty dis-
tinctions, the great wealth, the many palaces, the station
where in a long sonorous rumble a row of titles must fol-
low each utterance of their names, lords and peers and
baronets and what not—each referred to in the English
press as His Lordship, each loaded with honors, decorated
by universities, including our own. What an apparent
splendor of achievement! What grandeur! As we ordi-
narily view these matters, what a lesson to the young! And
all done with American dollars!

About this sort of thing there clings in our minds the
traditional halo and allurement of romance. Beyond any
exploit of any soldier on any battlefield, beyond all physical
daring or prowess, our hearts acclaim the glorious record of
the boy that begins desperately poor and wins fortune, fame,
eminence, power; and among such histories the instances I
mention here leave for romantic splendor nothing further
to be conceived. Donald Smith, for example, was once a
poor and obscure drudge in the service of the Hudson Bay
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ROMANTIC HISTORY OF THE DUTCH BONDHOLDERS v 13

Company; he spent thirteen years in the humblest labor,
almost marooned among the savages of Labrador; he en-
dured countless vicissitudes and dangers; he made his way
to affluence; he became a peer of the realm. At his own
expense he raised, equipped, and maintained a body of ef-
ficient troops that greatly helped to save his country when
in the crisis of her imminent peril at the hands of 25,000
Boer farmers. To him, therefore, the whole nation gives
praise and honor. Novelist never conceived a career more
inspiring to persons of our predilections, and not the least
of its attractions is the fact that we gave so much to assist
it; even if our contributions were involuntary.

But have we on our side of the international boundary
no careers comparable with these, even if of necessity they
be uncrowned with peerage? Most assuredly have we.
There is Mr. James J. Hill, distinguished as easily the great-
est and most admired of our railroad kings, who though
still without a lordship (by name) is well known to deserve
this and even greater honor. His is the life of achievement
most often and most reasonably held up as the perfect
model for our aspiring youth. In solidity of performance,
in the making by irreproachable methods of a great fortune,
in application, industry, zeal, ability, fidelity, integrity, in
short in all the most laudable traits of manhood, here we
are informed is the ideal type. He began very poor and
with every disadvantage, including uncompleted schooling;
he appears now in possession of a colossal fortune, at the
head of a vast system of railroads, endowed with truly im-
perial power, praised by the press and by educators, cited by
the pulpit as the conspicuous exponent of wealth honestly
acquired, admired of all men (or nearly all), embalmed in
literature as the typical example of the romance of success.
What could be beyond all this?

I know not how these things can be better said than in
the words of one of his most eloquent panegyrists, Mr.
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14 STORIES OF THE GREAT RAILROADS

Henry Lee Higginson, of State Street, Boston, in the At-
lantic Monthly for January, 1908. "He was," says Mr. Hig-
ginson, " a poor boy who passed through one stage of hon-
est industry after another, never fagged in his task, * * *
using his knowledge and skill to win success; who has toiled
without salary, allowing neither to himself nor any of his
officials side profits or interest in adjoining lands, factories,
or mines contributing business to his railroad; who has
distributed throughout his country at his own cost the best
live stock and has helped in divers ways everybody within
his domain."

Good! Let us then betake ourselves to profitable study
of the man to whom are thus frankly ascribed regal powers
and attributes in "his domain," and whose career can hardly
fail to be a suitable companion piece to the careers of his
friends, Lord Mount Stephen and Lord Strathcona. With
the more good will since it happens that we can observe all
these admirable exploits compendiously and at one glance.
Because Lord Mount Stephen and Lord Strathcona made
their fortunes at the same time that Mr. Hill made his, in
the same operations and from the same people, who are
ourselves—a happy and rare conjunction of circumstances
for which we can hardly be too thankful.

Mr. Hill was born in a log house on a little farm near
Rockwood, Ontario, September 16, 1838. Fourteen years
later his father died, and young Hill left school to go to
work in the village store, the family being in extreme pov-
erty. At eighteen, he joined the western flowing tide of
emigration, and was carried by it as far as St. Paul, where
he secured the place of shipping clerk with the agents of a
Mississippi River steamboat line. He was both industrious
and thrifty; it was noted then that for some reasons of per-
sonal economy he used to get his dinners aboard the incom-
ing steamers, where they were free. In 1867 he became the
local freight agent of the St. Paul & Pacific Railroad, and
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kOMANTIC HISTORY OF THE DUTCH BONDHOLDERS 15

held that place until 1873. For a short time he was engaged
in steamboating on the Red River of the North, and next
he had much experience in the forwarding and commission
business; with a side line in fuel. At the time this roman-
tic story really begins, he was nearing forty, a stocky,
spade-bearded man, active, a keen trader, fairly well known
in St. Paul, and not, as a rule, taken very seriously. He
was just Jim Hill, shrewd bargainer, a good judge of butter
and a commission man.

Our enthusiasm concerning the romantic phases of
American railroad history should not lead us to overlook
the extraordinary liberality wherewith our government once
bestowed the public domain upon any gentlemen that hap-
pened to be in the railroad line of enterprise. Therefore,
we shall do well to introduce the first chapter in this great-
est of all railroad romances, by reciting that in 1857 what
is now the State of Minnesota was a territory, and that on
March 3rd of that year, the Congress of the United States
granted to the territory of Minnesota a vast area of public
lands to be used to encourage the building of railroads.
Nineteen days later, which at that time was about as quickly
as the good news could be hurried to St. Paul, the territorial
legislature chartered the Minnesota & Pacific Railroad com-
pany, which patriotic gentlemen had formed in expectation
of congressional generosity, and to them, therefore, was
conveyed much of the land bestowed by Congress—subse-
quently enhanced by further largess of the same kind.

What this was, I hesitate somewhat to say. because I
doubt if in these days I shall be believed. I can only assure
you that I have examined the records in the Federal Court
at St. Paul, and what with diffidence I transcribe here, is
taken from official documents. From these it appears that
in its final state, the gift of public property upon the patri-
otic gentlemen in the railroad way was, free of all charge,
all the odd-numbered sections of land for a distance of ten
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16 STORIES OF THE GREAT RAILROADS

miles on each side of the line of the railroad. A section,
let me remark in your ear, consists of six hundred and forty
acres, and the land was the richest, the most fertile, the
most desirable in the northwest.

Few facts seem more romantic than this.
In other ways the Minnesota & Pacific might have suc-

ceeded admirably; as a railroad its achievements were not
notable, being confined to a track from St. Paul to S t
Anthony Falls (now Minneapolis), ten miles long—which
for an enterprise with a name so ambitious and a land grant
so prodigal, hardly seems all that might have been expected.

In 1862, there was a reorganization and all the rights and
properties of the Minnesota & Pacific passed to a new com-
pany called the St. Paul & Pacific, which proceeded to do
many things, including the building of some real and much
imitation track, and the issuing of many bonds, all of which
were sold to the lowly and ignorant European, and chiefly
to him of Holland.

But observe that by an act of the Minnesota Legislature
in 1864, the St. Paul & Pacific was, in the most singular
way, divided, so that thereafter it seemed to be possessed by
two companies, one called the St. Paul & Pacific Railroad
company, and the other bearing the remarkable title of The
First Division of the St. Paul & Pacific Railroad company.
Inasmuch as the officers of the companies remained the same
and the trackage to be divided (real and imitation) was
a trifle, this performance seems very mysterious until you
learn that one of these companies operated as a construction
company for the other. Then if you know anything about
the true romance of the American railroad, you begin to
understand the mystery, an enlightenment much facilitated
by carefully considering the alleged cost of construction (to
be given later in these pages) and incidentally remembering
that the money for the construction came from the lowly
and ignorant European.
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ROMANTIC HISTORY OF THE DUTCH BONDHOLDERS 17

There were five successive issues of bonds, and on the
proceeds of these, when sold as above noted, the building of
the road was, in the classic phrase, pushed (more or less)
from St. Paul toward the North and Northwest. Until
1872, that is. Then the lowly Hollander ceased to produce
funds and consequently the building stopped. Also the pay-
ment of interest. Inasmuch as the last bond issue of $15,-
000,000 had been made so late as April, 1871, and the proi
ceeds could hardly have been in that time expended upon
construction at least, these romantic facts occasioned some
astonishment and unpleasant comment.

Of these $15,000,000 of latest style bonds, $10,700,000
had been sold in Holland through the banking house of
Lipmann, Rosenthal & Co., Amsterdam, ancl $4,300,000
were held by the same firm as security for advances made.
Nobody knows what had become of these advances.

The firm of John S. Kennedy & Co., New York, was
trustee for some of the bonds. In consequence of the de-
fault on them, it brought suit and on August 1, 1873, Judge
John F. Dillon of the United States Circuit Court appointed
Jesse P. Farley, of Dubuque, Iowa, to be receiver for the
St. Paul & Pacific company.

Mr. Farley was of long and varied railroad experience.
At the time of his appointment, he was superintendent of
the Iowa Division of the Illinois Central. He went to St.
Paul and proceeded to receive—also to operate the property
as a railroad, the which I judge to have been an innovation
in its history. Hitherto its function had been chiefly to get
money from the Hollanders. Mr. Farley seems to have
come upon some of the most romantic junk that even the
picturesque annals of the American railroad have revealed
When he arrived in St. Paul, he notified his predecessor in
the control of things to turn over to him the property of the
road. "If you can find any property belonging to the St.
Paul & Pacific/' his predecessor replied, "y°u had better
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18 STORIES OF THE GREAT RAILROADS

seize it." But even at that it would hardly have seemed
worth seizing, except possibly for museum purposes. In
some places the tracks looked like a Virginia rail fence and
nothing but a squirrel could run over them; elsewhere the
receiver had no locomotives nor cars and must rent all his
equipment from the Northern Pacific.

Yet, being of undoubted capacity and dogged resolution,
he worked his way through all these troubles. He patched
up the road bed and put all of it in good working order;
he secured equipment and material; he supplied a service,
developed the traffic, increased the revenue and diminished
the outgo; he enhanced the through business to Manitoba
by the way of the Red River, in which he made his road an
important link. Settlers began to arrive in large numbers,
the country was filling up, the railroad traffic kept pace with
and shared in the resulting prosperity; the poor old St.
Paul & Pacific began to get upon its legs.

When Farley came into the road the First Division com-
pany (of which he was General Manager, but not Receiver)
had the line from St. Paul to Breckenridge, and the branch
to Sauk Rapids; the other company had the extension from
Watab to Brainerd and the line from St. Cloud to St. Vin-
cent, in all something more than four hundred miles of
track. Farley not only put these in order, but he completed
connections with the Canadian railroad at the frontier. He
still further proved his capacity when after three or four
years of his receivership, the Minnesota legislature (in a
moment of unprecedented righteousness) passed an act pro-
viding that unless the road should be completed to a certain
point within a certain time, it must forfeit part of the rich
land grant whereof the people's representatives had been so
liberal. Judge Dillon authorized the receiver to construct
this extension and to issue receiver's debentures for the ex-
pense. So the receiver built one hundred and twelve miles
of new road and saved the land grant
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ROMANTIC HISTORY OF THE DUTCH BONDHOLDERS 19

Four facts connected with this operation are important
to you:

First, Judge Dillon limited the cost of construction to
$10,000 a mile, and this sum must include station buildings,
grounds, side tracks and equipment.

Second, The Receiver built and equipped the one hundred
and twelve miles for less than the limit fixed, expending only
about $9,500 a mile, some stretches being done for $8,225 a
mile. Kindly remember this. You will have reason to re-
fer to it later in these chapters, and it is a good fact to have
handy when you encounter the assertion of gentlemen in the
railroad way that it costs $60,000 to $75,000 a mile to build
a railroad.

Third, The Receiver filed with the court detailed ac-
counts of every item of expense connected with this work,
and every citizen can go now and see in the office of the
clerk of the United States Circuit Court at St. Paul, Minne-
sota, exactly what it costs to build and equip a railroad
when the work is honestly done.

Fourth, The construction company with the alias, as be-
fore noted, expending the money of the lowly and ignorant
foreigner, had charged up $30,000 a mile for construction in
the same region and had done the work so badly that when
the Receiver took charge, the track was unsafe.

Do you begin now to see something of the real romance
of these things?

Mr. Hill, as we have before observed, had been for six
years the local freight agent of the St. Paul & Pacific. His
experience in the commission business had made him
familiar with the farm products and agricultural possibili-
ties of the Northwest. He himself had been born on a
farm, and a tough one. Having been agent for the rail-
road, he knew also about the rich land grants on each side
of the railroad line. It has been supposed that because of
these items of knowledge and by reason of marvelous gifts

Digitized byy Google



2 0 STORIES OF THE GREAT RAILROADS

of ability, he foresaw the vast agricultural wealth of the
Northwest and determined now to take advantage of ft.
All of these matters came subsequently under judicial in-
quiry, when there appeared no reason to believe that Mr-
Hill foresaw anything beyond what he himself described as
a good speculation. But, however that may be, his were
the next moves that completely changed the history of the
railroad and laid the foundation for these admired peerages
and Mr. Hill's own regal state.

Mr. Hill is a Canadian. Among the interesting traits of
the truly admirable people of Canada, is their touching
sense of loyalty. No Canadian ever forgets the tie that
binds him to every other Canadian, and not even Scotland
has produced a stronger feeling of the clan. I do not know
why this is so; I think nobody knows; but the fact itself
must be familiar to all observers. As soon as it occurred
to Mr. Hill that he had what he called a good speculation,
his first impulse was to bring into the good thing another
Canadian. There was one then living in St. Paul that was
a conspicuous figure of his times, Norman Wolford Kitt-
son, native of Sorel in the Province of Quebec. Hr. Hill
broached his speculation to his compatriot Kittson.

His second impulse seems to have been to confer much
with the Receiver. Mr. Farley subsequently testified that
one day in the summer of 1876, Mr. Hill came into his office
and, after many prolegomena, outlined a scheme by which
bonds of the railroad could be obtained at cheap prices,
foreclosure forced, the company reorganized, and much
profits secured. Mr. Farley conceded that the scheme was
fair to look upon if anyone could get the money where-
withal the bonds were to be bought. Mr. Hill said he be-
lieved he knew where the money could be had.

As to what followed, the record shows divergent testi-
mony.

The one fact that is clear, is that Mr. Hill and Mr. Kitt-
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