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Historical Vignettes
by John R. Isted, NLG

When the first $20 Federal Reserve notes rolled off the
presses at the Bureau of Engraving and Printing in 1915,
America's railroads were already the finest and largest in
the world. The United States had 35,000 miles of track in
1865, and by 1929 total track mileage had increased to
429,000. Today, however, total trackage is about half of
that figure.

Although the importance of the railroad has waned in
the last few decades, America would not be the same were
it not for its amazing transcontinental railroad expansion
during the nineteenth century. For centuries, the
"passage to India" had been the dream of monarchs and
merchants. Even though hopes for a waterway through
the continental United States died after the establish-
ment of America, people still dreamed of the impossible.

In 1845, Asa Whitney dreamed of the passage — only
not in the form of a waterway. Whitney had made
millions in the China trade and envisioned the trans-
continental railroad as the "passage to India" that would
bring fortune to the United States — and most certainly
to himself. In just a few years, the unfortunate Whitney
spent every cent he owned on the scheme, and finished his
remaining working days as a milkman in Washington,
D.C.

Dreams, however, do not die easily. Senator Thomas
Hart Benton (whose portrait appears on the $100 United
States large-size Gold Certificate) also believed strongly
in linking the East coast with the West. In his speeches,
he constantly stressed the need for "an American road to
India."

In 1849, Benton introduced in the Senate a bill
authorizing the Central National Road to be built, con-
necting St. Louis with the West coast. In a speech sup-
porting his bill, Benton stated: "Diplomacy and war have
brought to us the completion of our territory and peace.
From this we advance to the 'results.' These `results' are,
for the present, the imperial expansion of our republic to
the other ocean, fraternity with Asia, and the
construction across the center of our territory, from
ocean to ocean, of a great iron pathway specially national

to us, international to the northern continents of
America, Asia and Europe."

Senator Benton was not the only American to share
these beliefs. Others saw the great economic advantages
to their region if a railhead could be constructed in their
town, country or state. The competition was so fierce that
politicians from major cities like Chicago, St. Louis, New
Orleans and Memphis fought one another's attempts to
secure the railhead, and thus remained deadlocked in
sectional rivalry.

The Pacific Railroad Survey Act of 1853 was passed by
Congress to find "the most practical and economical
route for a railroad from the Mississippi (River) to the
Pacific Ocean." It was hoped that such a study would
wrest decision from the politicians and would, therefore,
be an impartial choice. The four routes chosen, however,
were all backed heavily by political interests. The first
route ran from St. Paul to Puget Sound: the second con-
nected the Arkansas River with Salt Lake, Utah; the
third went from Fort Smith, Arkansas, to Albuquerque,
New Mexico, to Los Angeles; the final route began in
Fulton, Arkansas, traversed central Texas, across
southern Arizona, and ended in San Diego. All routes
were practical and economical, and once again people
were locked in sectional rivalry.

With the coming of the Civil War, sectional politics
were swept aside and a route for the transcontinental
railroad was chosen.

It was the central route, with the Union Pacific and the
Central Pacific contracted to build the "passage to
India."

Each company was given a 400-foot right-of-way and
ten alternate sections of land for each mile of track laid,
but because of pressure from the railroads, Congress
passed a bill in 1864 which increased this allotment to
twenty alternate sections. Government bonds, issued to
the companies as loans to be turned into cash for con-
struction, were issued at the rate of $16,000 per mile on
the flatlands, $32,000 in the foothills, and $48,000 in the
mountains.
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The Union Pacific was financially backed and built by
the Credit Moblier, a construction company owned by the
major stockholders of the railroad. The Central Pacific
was backed under the same scheme - only their con-
struction company was called the Contract and Finance
Company. Behind the establishment of the construction
companies was the idea of huge profits for shareholders,
which was accomplished by awarding the construction
companies profitable contracts of outrageous pro-
portions.

Credit Moblier charged $94 million for construction
that should have cost less than $50 million, and paid
dividends of 348 per cent in a single year. To cover up the
unethical manipulations of the Credit Moblier, its ad-
ministrative chief, Congressman Oakes Ames of
Massachusetts, distributed Credit Moblier stock among
Congressman.

The Contract and Finance Company made a profit of
$63 million on an investment of $121 million, and most of
the take went to its four major stockholders — Leland
Stanford, Charles Crocker, Mark Hopkins and Collis P.
Huntington. Eventually, the American people found out
about the crime, but — as always — revelation came too
late.

Nevertheless, the railroad construction was by no
means weighted on the negative side. After the close of
the Civil War in 1865, the railroad became the driving
force behind the U.S. economy. As the steel rails
stretched ever farther across the country, they expanded
the markets for goods from eastern factories; speeded
settlement of the West and the Great Plains, and brought
the farmers' food to urbanites, thus enabling further ex-
pansion of the cities. Moreover, the railroads became
major consumers of iron, steel, coal, timber and capital,
thus helping to stimulate the economy of the world.

American railroad construction by 1900 had consumed
$3.1 billion, most of it invested by British entrepreneurs.
In fact, construction of the railroads ignited the
American economy to such an extent that steel magnate
Andrew Carnegie could confidently claim in 1886; "The
old nations of the earth creep at a snail's pace; the
Republic thunders past with the rush of the express."

Four other transcontinental railroads were constructed
by 1893: the Southern Pacific - Texas Pacific system was
completed in 1882, the Sante Fe in 1883, the Northern
Pacific in 1883, and the Great Northern in 1893. These
railroad systems, in conjunction with the Union Pacific -
Central Pacific link-up, firmly cemented the East and
West coasts, and in so doing facilitated settlement of the
American interior.

American railroads until the 1890s were the greatest

single factor in the settlement of the trans-Mississippi
states. In fact, the transcontinental railroads marked the
first time in the history of the American frontier that the
means of transportation preceded the pioneer. Railroad
construction was so important that, between 1862 and
1871, Congress authorized twenty-one grants of support,
totaling approximately 150 million acres. Enthusiastic
western states gave an additional 50 million acres. As a
result, more settlement took place on railroad land grants
than on government tracts reserved under the
Homestead Act. During this period, farm land nearly
doubled, mainly due to the expansion of the railroads.

The land departments of railroads such as the Northern
Pacific and the Sante Fe employed agents who induced
tens of thousands of Civil War veterans and European
immigrants to settle Minnesota, the Dakotas and
Nebraska. The companies gave reduced fares or did not
charge, and gave easy credit terms to purchasers of land.
Although lands sold by the railroads cost more than
government homesteads, they generally had richer soil
and, because they were near the tracks, had superior
market connections.

Railroads, along with their land departments, also
maintained their own immigration bureaus. Most
American railroad companies managed London offices
and had agents in Europe. In the 1870s the Union Pacific
railroad spent more than $1 million on advertising land
for sale to prospective English and European buyers.
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Railroads were highly successful in their role as
colonizers. The 1880 census reveals that foreign
parentage could be claimed by 73 per cent of Wisconsin's
population, 71 per cent of Minnesota's, 66 per cent of the
Dakotas', and 44 per cent of Nebraska's. The land fever
ignited by the railroads quickly spread throughout
Europe, and in the decade of the 1880s a flood of 4.6
million European immigrants entered the United States.
Although the railroad was not the only reason they came,
it certainly was an important inducement.

The steam locomotive in the vignette from the $20
Federal Reserve note — appropriately designated engine
20 — was the most frequently employed design for the
transportation of passengers after 1905. Ironically, the
locomotive had been designed and built in the U.S. for
service in New Zealand. The popular locomotive thus
became known as the "Pacific" type.

As with all steam locomotives, the Pacific can always
be identified by using the Whyte system of identification.
For example, "Federal Reserve number 20" has four
truck wheels at the front of the engine, with six drive
wheels, followed by two more truck wheels — or as
written in Whyte's classification system, a 4-6-2.

The 4-6-2 design was first manufactured for use in the
United States in 1905 when the American Locomotive
Company built the model for the Pennsylvania Company.
Four years earlier the first Pacific type had been built by
the Baldwin Locomotive Works of the United States for
service on the New Zealand railways. The word circulated
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quickly, acclaiming the Pacific as a worthy design.
During 1907 and 1908, the French and Germans pro-

duced their own versions of the Pacific class locomotives.
The 4-6-2, in fact, became a classic in its own time and
was used extensively throughout the world. Railway
historian C. Hamilton Ellis summed up the Pacific by
stating that it "became the most popular and versatile
(locomotive) in the 20th century. Its wheel arrangement
(4-6-2) gave good riding at speed and also room for the
largest boiler and cylinders that could usefully drive six
coupled wheels in general mainline work. This class sur-
vived until 1956."

Today, of course, few steam locomotives travel the
tracks of America. Modern engines are not as exciting,
and most certainly do not share as much in the romance
and history of the United States — or the world — as do
the majestic steam locomotives. For most people, the
steam locomotive survives only in the memories of those
who saw them churning past on the steel rails, or in the
imaginations of those of us who have seen them in the
movies, museums and model railroads.

A pair of transportation historians, in summing-up
their analysis of the steam locomotive, stated: "With the
passing of the steam locomotive passes an era of
American history, the era of our continental expansion in
which our railroads played so vital a part. The steam loco-
motive made these railroads and this era possible. The
debt we owe the steam locomotive is truly
immeasurable."

SOME THOUGHTS ON FOREIGN PAPER MONEY

by Leo Cortissoz, II

I recently attended a coin show in Massachusetts and
was astounded to find that of all the paper money dealers
who were there, only about one-half of them carried some
type of foreign paper money. The rest carried types of
American currency only.

I have also noticed the same thing when dealing
through the mails. The dealers will say that he is offering
a list on paper money, not specifying whether it be
foreign or American. As it turns out, I send for the list
and find out that it is what I want, foreign paper money,
or the opposite, what I do not really want, American
currency. Now, I am not saying that I have any gripes or
complaints, because I do also collect American currency
as a sideline to foreign paper money. I just think it would
help certain collectors to know what type of a list they are
getting: foreign or American currency?

Changing the subject now to the ways of foreign paper
money collecting, I refer to Mr. Forester's article in the
March/April issue of this magazine. He brings up the idea
of type collecting. I do not entirely disagree, but I do
think that it is not the best way to collect. Collecting the
paper money in that manner is just like collecting Ameri-
can currency, in my opinion. When you collect American
currency, you collect it because it is American, Civil War,
Fractional, etc. Thus, it is the same when you type collect

foreign paper money. You do not collect it because it is
foreign, but because it has a certain type of picture.
Doing it that way, you could quite easily have a collection
consisting of only a few countries, because they alone
have the same picture.

I believe that the system I use, and I am sure that
many other collectors use it also, is one of the best
systems, if not the best. I simply acquire notes on the
basis of whether or not I need a note from that country.
Hopefully, by using this system, I can acquire at least
one note from each country. Of course, this does not mean
that you cannot acquire other notes from the same coun-
try, as that country may interest you. In this way your
collection is more "foreign" and does not contain just
certain countries.

In conclusion, I would like to leave all you foreign paper
money collectors with a thought. We may consider the
money from France, England, Germany, and all the
others as "foreign". But just think, the people in
France, England, Germany, and all other countries think
that their currency is common, and that all the others, in-
cluding that of the United States, is foreign. So you, the
foreign paper money collector, think about that. Our cur-
rency, in a sense, is just as "foreign" as any other
country's currency.
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