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commerce.”  Roosevelt was thrilled with the result and bragged that the Northern Securities case 
gave “complete control to the National Government over big corporations engaged in interstate 
business.” At last, Roosevelt’s view of morality, not the natural right to develop private property, 
would direct the future of railroading in America.9 

With the power to regulate the size of corporations now centered in the executive branch, 
Roosevelt moved to control the power to set the rates railroads could charge.  In this battle, 
Roosevelt’s tool would be the Interstate Commerce Commission (ICC), a small federal agency 
created in 1887 to gather information about railroads and prevent abuses.  Roosevelt, with full 
support of the bureaucrats running the ICC, hatched a plan to give the ICC new power to regulate 
railroad’s rates.  He openly campaigned for congressmen to pass the Hepburn Act, which would 
enlarge the staff at the ICC and give it authority to set “just and reasonable” rail rates.10 

Railroad owners were appalled.  They argued that their ever falling rates were already “just 
and reasonable” because shippers were using railroads more than ever to send larger amounts of 
oil, food, clothing, and lumber (for houses) to eager homeowners all over the country.  In any case, 
what would a vague term like “just and reasonable” mean to the ICC members, who had no 
experience operating railroads and making the economic calculations necessary to cut costs and 
still make profits?  But the Hepburn Act did become law in 1906.  And it, like the Sherman Anti-
trust Act, became another vague law that would be defined in a way to be used against the railroads.   

Since the Hepburn Act demanded that railroads set “just and reasonable rates,” the seven 
members of the ICC concluded that they needed to thoroughly investigate the financial records of 
the railroads.  Therefore, in 1913 the ICC created the Bureau of Valuation, which hired a massive 
number of accountants to examine any and all financial records of railroads and their property.  
After almost twenty years of investigation, at the cost of hundreds of millions of dollars, the Bureau 
of Valuation concluded that railroads had in fact been charging reasonable rates the whole time.  
Put another way, the Bureau of Valuation spent an amount greater than 20% of the entire U.S. 
national debt in the year the Bureau was created to discover that railroad operators were using their 
own private property in a sensible manner.11   

True, the Bureau of Valuation was created after Roosevelt left office, but in a regulatory 
agency that he had first empowered. The consequences of his activist presidency were often like 
that.  His military interventions in Panama and the Dominican Republic were precedents for 
interventions later in the 1900s in Korea, Vietnam, and Iraq.  Roosevelt supported a progressive 
income tax because he thought the wealth of rich people was not entitled to equal protection of the 
law.  Such wealth, “by the mere fact of its size,” Roosevelt believed, made it subject to a higher 
rate of taxation.  But just thirty-one years after the income tax became law, the U.S. had a 94% tax 
on all income over $200,000.  The Hepburn Act of 1906, a landmark law that greatly empowered 
the federal government, was followed later




