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The Interstate Commerce Act of 1887 stands as a landmark piece of legislation in the history of the
United States, marking the first federal attempt to regulate the railroads and curb their monopolistic
practices. At its core, the primary purpose of this act was to establish a framework for fair and
reasonable railroad rates, prevent discriminatory practices, and eliminate unfair trade tactics that
threatened to exploit farmers, small businesses, and consumers. This legislation was a response to
widespread public concern over the growing power of the railroad industry, which had become a
dominant force in the economy, often operating without oversight or accountability. By understanding
the context and the specific goals of the act, we can appreciate its significance as a foundational step
toward broader regulatory policies in the U.S. economy.

Historical Context Leading to the Legislation

The Rise of Railroads and Economic Power

During the late 19th century, the United States experienced rapid industrialization and economic
expansion. Railroads played a crucial role in this transformation, facilitating the movement of goods
and people across vast distances. Major railroad companies, such as the Union Pacific, Central Pacific,
and others, expanded rapidly, often consolidating smaller lines into monopolistic entities. This
consolidation enabled a few powerful corporations to exert significant control over the transportation
sector.

Public Grievances and Economic Concerns

Farmers, small business owners, and consumers increasingly voiced concerns about the unfair
practices of railroad companies. Common grievances included:

Discriminatory freight rates that favored large shippers or favored certain regions over others.

Price fixing and secret rebates offered to large clients, undermining fair competition.

Unjust and unpredictable rate hikes that affected the cost of goods and transportation.

Exclusive agreements that prevented farmers and merchants from using alternative carriers.



The Rise of the Populist Movement

The economic frustrations of farmers and small businessmen coalesced into the Populist movement,
which demanded government intervention to regulate railroad rates and practices. Their efforts
highlighted the need for federal oversight to prevent monopolistic abuses and protect small economic
actors.

The Main Purpose of the Interstate Commerce Act

Establishing Federal Oversight of Interstate Railroads

The core purpose of the Interstate Commerce Act was to create a federal regulatory agency
empowered to oversee and regulate the railroad industry engaged in interstate commerce.
Recognizing that railroads operated across state lines and thus fell outside the jurisdiction of
individual states, Congress sought to establish a national framework for regulation.

Ensuring Fair and Reasonable Rates

One of the fundamental goals was to prevent railroads from charging exorbitant or discriminatory
rates. The act mandated that rates must be "reasonable and just," aiming to eliminate rate disparities
that disadvantaged certain shippers or regions. This was designed to promote fair competition and
economic efficiency.

Eliminating Discriminatory Practices

Railroads often engaged in practices such as offering secret rebates to favored clients or charging
higher rates to smaller shippers. The act sought to outlaw such discriminatory tactics, ensuring that
all customers were treated fairly and equitably.

Providing a Mechanism for Dispute Resolution

The law created the Interstate Commerce Commission (ICC), the first federal agency tasked with
overseeing railroad operations. The ICC's role was to investigate complaints, monitor practices, and
enforce compliance with regulations, thus providing a formal avenue for dispute resolution.

Promoting Transparency and Accountability

The act required railroads to publish their rates openly and file detailed reports with the ICC. This
transparency aimed to prevent secret deals and allow for public oversight, fostering greater
accountability within the industry.



Key Provisions of the Interstate Commerce Act

Regulation of Rates and Practices

The act mandated that all interstate rail rates be "reasonable" and "just," with the ICC empowered to
investigate and prohibit unjust practices.

Prohibition of Discriminatory Practices

It outlawed practices such as:
1. Rebates and secret discounts
2. Pools or agreements to fix rates

3. Charging different rates for the same service (discrimination)

Requirement for Public Rate Filings

Railroads were required to publish their rates and file them with the ICC, ensuring transparency.

Establishment of the Interstate Commerce Commission

The act created the ICC as an independent regulatory body responsible for overseeing railroad
compliance and investigating violations.

Impact and Limitations of the Act

Initial Successes

The Interstate Commerce Act was instrumental in setting a precedent for federal regulation. It
curtailed some unfair practices and provided a formal mechanism to address grievances, leading to
increased transparency and accountability in railroad operations.

Limitations and Challenges

Despite its groundbreaking nature, the act faced several limitations:

e The ICC initially lacked strong enforcement powers, often providing only recommendations
rather than binding decisions.



¢ Legal challenges by railroad companies questioned the constitutionality of federal regulation,
leading to a cautious and sometimes ineffective implementation.

e Rate regulation proved complex, and railroads found ways to circumvent regulations through
various means.

Evolution of Regulatory Policies

Over time, the limitations of the Interstate Commerce Act prompted further legislation and court
decisions to expand and strengthen federal oversight, culminating in later acts like the Elkins Act
(1903) and the Hepburn Act (1906).

Significance of the Interstate Commerce Act in U.S.
History

Foundation for Federal Regulation

The act marked the beginning of an era of federal intervention in private enterprise, setting a
precedent for regulating other industries to prevent monopolistic practices and protect public
interests.

Contribution to Progressive Era Reforms

It laid the groundwork for later progressive reforms aimed at controlling corporate power and
ensuring fair economic practices.

Influence on Economic and Legal Frameworks

The principles established in the act influenced subsequent legislation and helped develop the
regulatory state that continues to oversee transportation, communication, and energy sectors today.

Conclusion

The main purpose of the Interstate Commerce Act of 1887 was to regulate the railroad industry, which
had grown into a powerful and often unaccountable monolith. By establishing federal oversight,
setting standards for reasonable rates, prohibiting discriminatory practices, and creating the
Interstate Commerce Commission, the act aimed to promote fair competition, protect consumers and
smaller shippers, and curb the monopolistic tendencies of railroads. While it faced limitations and
required subsequent legislation for more robust enforcement, the act represented a significant shift
toward government regulation of big business in the United States. Its passage reflected the growing
recognition that economic fairness and public interest needed to be safequarded through federal



intervention, a principle that remains central to American regulatory policy to this day.

Frequently Asked Questions

What was the primary goal of the Interstate Commerce Act of
1887?

The main purpose was to regulate the railroad industry to ensure fair rates, eliminate monopolistic
practices, and protect farmers and consumers from unfair pricing.

Why was the Interstate Commerce Act of 1887 enacted?

It was enacted to address widespread issues of unfair railroad practices, such as monopolistic pricing
and discriminatory rates, which hurt farmers and small businesses.

How did the Interstate Commerce Act of 1887 impact the
railroad industry?

It established the Interstate Commerce Commission (ICC) to oversee railroad operations, enforce
regulations, and promote fair competition.

What role did the Interstate Commerce Commission play after
the Act was passed?

The ICC was responsible for monitoring and regulating railroad rates and practices to prevent unfair
discrimination and monopolistic behavior.

Was the Interstate Commerce Act of 1887 successful in its
goals?

It had some success in curbing unfair practices initially, but its effectiveness was limited until later
laws strengthened regulatory powers.

How did the Interstate Commerce Act of 1887 influence future
regulations?

It set a precedent for federal regulation of commerce and paved the way for later legislation like the
Sherman Antitrust Act and the Federal Trade Commission Act.

Did the Interstate Commerce Act of 1887 apply to other
industries besides railroads?

No, initially it only regulated the railroad industry, but it established a framework for federal
regulation that later expanded to other industries.



What were the limitations of the Interstate Commerce Act of
1887?

The Act's enforcement was initially weak, and courts often limited the ICC's authority, making it less
effective in controlling railroad practices.

How did farmers and small businesses benefit from the
Interstate Commerce Act of 1887?

They gained protections against unfair railroad rates and discriminatory practices, which helped
reduce transportation costs and improve economic fairness.

Is the Interstate Commerce Act of 1887 still relevant today?

While many provisions have been superseded or expanded, it laid the foundation for modern federal
regulation of commerce and transportation.

Additional Resources

The Interstate Commerce Act of 1887 stands as a landmark piece of legislation in American
history, marking the federal government’s first significant attempt to regulate private industry—in
particular, the burgeoning railroad sector. Enacted in response to mounting public concern over unfair
practices, monopolistic tactics, and rampant corruption within the railroad industry, the Act laid the
groundwork for future federal regulatory agencies and set a precedent for government intervention in
economic affairs. To fully understand its main purpose, it is essential to explore the socio-economic
context of the late 19th century, the specific issues the legislation aimed to address, and its long-term
implications for American commerce and regulation.

Historical Context Leading to the Interstate Commerce
Act

The Rise of Railroads and Economic Expansion

During the late 1800s, the United States was experiencing rapid industrialization and westward
expansion. Railroads emerged as the backbone of national commerce, facilitating the movement of
goods, people, and raw materials across vast distances. By connecting eastern manufacturing centers
with western agricultural and mineral regions, railroads played a crucial role in fueling economic
growth and regional development.

However, this rapid growth also led to significant challenges:



- Monopolistic Control: A small number of powerful railroad companies began consolidating control
over large portions of the rail network, creating monopolies and near-monopolies.

- Price Discrimination: Railroads engaged in discriminatory pricing practices, often charging different
rates to different customers for the same service, disadvantaging smaller businesses and farmers.

- Unfair Practices: Practices such as rebates (discounts for favored customers) and kickbacks became
widespread, leading to an uneven playing field.

- Lack of Regulation: Prior to the Act, there was little to no federal oversight, leaving consumers and
smaller businesses vulnerable to exploitative tactics.

Public Outcry and Political Response

The monopolistic practices and corruption associated with railroads sparked widespread public
outrage. Farmers in the Midwest and West, in particular, felt marginalized by high freight rates and
discriminatory pricing, which increased their costs and limited their market access. Merchants and
small businesses also voiced concern about unfair competition.

This economic discontent created pressure on lawmakers to act. The political atmosphere of the era
was characterized by a growing movement towards government regulation of private industries to
curb abuses and promote fair competition. The ideals of fairness and economic justice became central
themes in the push for legislative reform.

Core Objectives of the Interstate Commerce Act

The primary purpose of the Interstate Commerce Act of 1887 was to establish a federal regulatory
framework that would oversee interstate railroad rates and practices, ensuring fairness and
transparency. Its main objectives can be summarized as follows:

1. Prevent Discriminatory Practices: Combat price discrimination and favoritism to ensure a level
playing field.

2. Regulate Rail Rates: Establish mechanisms for setting and overseeing fair and reasonable charges.
3. Eliminate Unfair Business Practices: Address tactics like rebates and kickbacks that distorted
competition.

4. Ensure Transparency and Accountability: Require railroads to publish their rates and practices
openly.

5. Create a Federal Regulatory Agency: Establish the Interstate Commerce Commission (ICC) to
enforce the law and oversee the industry.

By pursuing these objectives, the Act aimed to curb the excesses of the railroad industry, protect
consumers and smaller businesses, and foster a more competitive and equitable economic
environment.



Specific Provisions of the Interstate Commerce Act

Prohibition of Discriminatory Practices

One of the key provisions of the Act was the ban on certain discriminatory practices, notably:

- Rebates and Kickbacks: Railroads could no longer offer secret discounts to favored customers, which
had been used to undercut competitors.

- Pools and Collusion: The law sought to discourage agreements among railroads to fix prices or divide
markets.

Regulation of Rates

While the Act did not specify fixed rates, it empowered the ICC to:

- Require Publication of Rates: Railroads were mandated to publish their rates for public scrutiny.
- Investigate and Prohibit Unreasonable Rates: The ICC could investigate rate complaints and prohibit
those deemed unjust or unreasonable.

Creation of the Interstate Commerce Commission (ICC)

The Act established the ICC as the first federal regulatory agency with authority over interstate
commerce. Its functions included:

- Monitoring railroad rates and practices.

- Investigating complaints from shippers and consumers.
- Enforcing compliance with the law.

- Issuing cease-and-desist orders against unfair practices.

This development marked a significant shift in federal policy, from laissez-faire to proactive
regulation.

Challenges and Limitations of the Act

Despite its groundbreaking nature, the Interstate Commerce Act faced several limitations:

- Legal Challenges: Railroad companies often challenged the ICC’s authority in courts, leading to a
series of legal battles that limited the agency’s power.

- Limited Scope: The Act primarily targeted rates and discriminatory practices, but did not regulate
other aspects such as service quality or safety.



- Economic Impact: Some critics argued that regulation might stifle competition and innovation,
leading to higher costs in the long run.

- Enforcement Difficulties: The ICC lacked the resources and authority to effectively enforce its rulings
initially, reducing its effectiveness.

Over time, the Act was amended and strengthened, but these early limitations underscored the
complexities of federal regulation of private monopolies.

Long-term Significance and Evolution of the Interstate
Commerce Act

Foundation for Future Regulation

The Interstate Commerce Act of 1887 laid the groundwork for subsequent federal regulatory efforts. It
established the principle that commerce crossing state lines could be subject to federal oversight, a
concept that would expand to include other industries like telecommunications, airlines, and utilities.

Legal Precedents and Supreme Court Rulings

The Act prompted important legal decisions that defined the scope of federal regulatory authority. For
example:

- The Supreme Court upheld the constitutionality of the ICC’s authority in later cases.

- The Act became a model for later legislation, including the Sherman Antitrust Act and the Federal
Trade Commission Act.

Transformations and Reforms

Throughout the 20th century, the ICC’s role evolved with new laws and regulatory agencies. Notably:

- The Motor Carrier Act (1935) and the Staggers Rail Act (1980) further deregulated the industry.
- The Interstate Commerce Commission was eventually abolished in 1995, but its legacy influenced
modern regulatory agencies like the Federal Railroad Administration (FRA).

Impact on American Economic Policy

The Act marked a shift toward recognizing the need for government oversight to prevent abuses by
powerful private interests. It signaled an acceptance of the principle that markets require regulation
to serve the public interest, balancing private enterprise with public accountability.



Conclusion: The Main Purpose and Legacy of the
Interstate Commerce Act

In essence, the main purpose of the Interstate Commerce Act of 1887 was to curb the monopolistic
and discriminatory practices of railroad companies and establish a federal regulatory framework that
would promote fair competition and protect the interests of consumers and smaller businesses
engaged in interstate commerce. It aimed to address the economic injustices that had arisen from
unchecked corporate power and to ensure transparency and fairness in the rapidly expanding railroad
industry.

The Act’s significance extends beyond its immediate regulatory scope. It represented a fundamental
shift in the relationship between government and industry, setting a precedent for federal
intervention in the economy. While it faced limitations and challenges, its establishment of the ICC
and its principles laid the foundation for modern regulatory policies and reflected evolving societal
values concerning fairness, accountability, and government responsibility.

Today, the Interstate Commerce Act stands as a milestone in the development of American economic
regulation—a testament to the ongoing balancing act between free enterprise and public oversight
that continues to shape U.S. policy. Its legacy underscores the importance of oversight in maintaining
competitive markets and safeguarding public interests amidst the complex dynamics of modern
commerce.
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