LETTERS TO THE EDITOR

MR. WORTHINGTON’S VIEWS

S, —Mr. Worthington’s colloquy with his nephew in your November
‘number was excellent, especially his parting advice, * Sell your bonds, but
tell no lies.”

That our bankers should urge the people to subseribe for the half billion
bonds and thns show their patriotism recalls fifty years ago, when Jay Cooke
was disposing of all of the national bonds at one-half of ené per cent com-
mission and explaining in an ingenions tract that “ A National Debt is a
National Blessing.”

Our eminent bankers may be trusted to look out keenly for their own
interests, but they should no more be entrusted with national finance than
should churchmen be entrusted with national policies or manufacturers with
the tariff.

Mr. W. is better posted on finance than on food produets; doubtless pru-
dent in his West India business, he is probably not a close buyer when buy-
ing household supplies—flour, for example. He expects to see wheat at one
dollar a bushel and flour at $10 a barrel; he need not be apprehensive, for
wheat must sell at $2 before the market price of flour is $10—41% bushels
of wheat weigh 270 pounds, and at one dellar a bushel come to $4.50.
These 270 pounds make 196 pounds flour (which should sell for about $4.50)
and 74 pounds bran and middling, worth $25 a ton, or 92 cents—the miller
thus gets 92 cents for grinding, ete.

On November 6 the New York market report quoted No. 2 Red at $1.25
per bushel and flour at $5.50 per barrel. This works out as follows: 415
bushels cost $5.62, the resulting barrel of flour brings in $5.50 and 92 cents
for the by-produet, or $6.42, leaving 82 cents for the miller.

Before farm machinery came into use, say seventy-five or eighty years
ago, the price of wheat in Rochester, the “ Flour City,” as it was then ealled,
was $1.50 a bushel. Five bushels, or 300 pounds, of wheat were then re-
quired to make one barrel of flour, which sold for about $7.50.

Wages to laborers were 50 cents a day, but we had a low tariff, clothing
and meat were cheap, rents and taxes were low, there were no agitators and
few foreigners—no Greeks nor Italians. Contentment was general, as there
was little to spend money for.

Mr. W. is doubtless a protectionist; he fears that farmers may make
exgessive profits—they may get one dollar a bushel for wheat; it does not
oceur to him that one dollar a bushel is a small return to the man who owns,
or who pays rent for, a farm—whe plows, harrows, sows the sesd, reaps the
grain, threshes it, and pays the freight to market. ‘
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The Government ought to pay the farmer a bounty whenever wheat falls
below a dollar: the farmer must pay anywhere from ten to sixty per cent
more than he ought for everything made by our manufacturers, and any
Jjust and thoughtful man must admit the propriety of paying the farmer a
bounty on his products to put him on all fours with the manufaeturer.

Our manufacturers under our iniquitous tariff are enabled to sell their
wares in foreign markets for one-third less than they get from their mis-
guided fellow-citizens who allow themselves to be deceived by the specious
arguments of the protectionists. It is unlikely that we shall ever have law-
makers in Washington who will care for anything excepting the interests
of those who furnish the money to ecarry elections.

On page 657 Mr. Worthington says, “ the very people whose ancestors
gave unsparingly of life and treasure to make America, not First perhaps,
but Free.” Is not this as far beside the mark as the bankers saying that
patriotism demands that we subseribe to the foreign loan? Do we believe
that the ministers of Louis XVI. were so enamored of republican institu-
tions that France went to war out of sympathy for us? Was it not rather
to injure England? Spain also declared war against England; certam it
is that no one ever suspected Spain of altruism.

Spain and Holland bore no good will to England—the great English
pirates, Morgan, Drake, Hawkins, and Sir Walter Raleigh, sailed the Span-
- ish Main in peace and war to plunder the Spanish galleons—they even
entered harbors in Spain for the purpose.

‘We agreed to make peace only in concert with France and Spain. Had
we adhered to this agreement, at the declaration of peace we should have
been obliged to content ourselves with the Alleghanies for our western
boundary. France would have recovered the territory between the Alle-
ghanies and the Mississippi; Spain would bave got the southern part of
Georgia. i

The British Ministry sent an obseure agent—a Mr, Oswald—to discuss
peace with the American Commissioners, Franklin, Jay, Adams, and
Laurens; the French Court did not suspect the negotiations that were going
forward; Mr. Oswald returned to London, and a merchant—a Mr. Hartley—
went to Paris with full powers.

The astute Franklin, who recommended honesty—not on moral groinds,
but as the best policy (see his writings)—treated the tripartite agreement
as a “scrap of paper,” and, regardless of our obligations to the French,
made the best bargain that he counld.

The Count de Vergennes accepted the situation gracefully when he found
that it was un fait accompli.

Rosr. W. LEONARD.

Mount Kisco, N. Y.

“« CRUDE FACTS” AND “ PLAIN FAKES”

Sir,—In your November issue, referring to the Anglo-French loan, you
say: “ The English have no illusions on this score. Listen to the Spectator
of October 2:

“The peculiarity of the present loan resides solely in the political eircum-
stance in which it is contracted. Two belligerent countries are borrowing
from a neutral to finance their operations of war. 'There is no escape from
that crude fact.”
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Now what the Spectator here calls “ a erude fact” is just a plain fake.
The Spectator, along with people on both sides of the water, are being |
grossly deceived in the matter. The truth is that about every dollar which
goes into this loan belongs to European capitalists. It is money which they
received in former years in settlement of our invisible debts for internal
dues, immigrants’ remittances, tourists’ expenses, ocean freights, ete.

An average estimate by prominent bankers published in the Wall Street
Journal (1913) puts these debts at $1,400,000,000. Our yearly trade bal-
ance, which, before 1914, averaged $500,000,000, reduces this deficit to $900,-
000,000. One part of this deficit is invested in our stocks and properties. An-
other part is kept in the form of gold in the banks of J. P. Morgan, Kuhn,
Loeb & Co. and other international bankers, who invest part of it tem-
porarily in short loans and loans to banks, and on the Stock Exchange.
These loans have been renewed and carried over year after year until, at
the opening of the war, they had reached an enormous total. This is the
money which, is now being invested in the foreign loan. Henece it is just as
much a loan of European capital to European Governments as if it was
floated in London and Paris. The few private individuals here who may
take some of the bonds are British and French citizens temporarily residing
here.

For months before the loan was floated here financial crities claimed that
the decline of foreign exchange, from 4.86 to around 4.70 and lower, proved
that England was unable to pay her debts and was in danger of bank-
ruptey. Dr. E. E. Pratt, chief of the Bureau of Commerce, claimed that
Europe owed us $900,000,000. Speaking to a representative of the Brook-
lyn Eagle (September 12), a member of the Morgan firm said:

This talk that England is going bankrupt because of the present condition
of foreign exchange is simply ridiculous. As a matter of fact, Great Britain
has financed her war for onc year ahead. Her bills for the next twelve
months are mostly paid. ‘ Well then,” queried the reporter, *to what do
you attribute the present attitude of a great number of people who ought

to understand the situation?” “T attribute it to hysteria: the same kind of
hysteria that made people go about howling calamity at the beginning of the

war when we had to pay $7 for a pound sterling.”

Now the “people” who indulged in thiz “ridiculous talk” and
“ hysteria” include nearly every financial erific on the New York and Lon-
don newspapers, not forgetting the Spectator. The fact that England has
paid her war bilis for twelve months ahead proves that they were grossly
ignorant of the international money situation. They should publicly chal-
lenge this statement in the Eagle, If they do not, the public will accuse
them of exploiting a financial fake.

W. H. Avren,
Brooxryw, N. Y.

THE NOVEMBER EDITORIALS

S1r,—Your editorials in the November issue are masterful and should be
read by every American citizen, whether he may have a hyphen in his
nationality or not.

Dovugras B. Crane,
Member of Advisory Board of the American Legion,
OxrvamomMa Crry, OKLA.
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RAILWAY MAIL PAY—IS IT EXCESSIVE?

[We are privileged to print the following correspondence between Mr.
Ralph Peters, President of the Long Island Railroad and Chairman of the
Committee on Railway Mail Pay, and Mr. Henry A. Castle, author of the
article, “ The Post Office and Socialism,” published in a recent issue of THE
NorTH AMERICAN REVIEW, as being of general interest to our readers,

—IDITOR. ]

: Tar Ramnway Sie

Mr. Henry A. Casrtii:

;  Sm,—~I have read with much interest your article in the Norrm
- AMERIOAN REVIEW, entitled, “ The Post Office and Socialism.” I wish to
+ eongratulate you upon an illuminating and instructive discussion. Your
views as to the original and proper scope of the postal service—namely,
the diffusion of written and printed intelligence—and as to the consequences
atiendant upon the expansion of this service into a commereial venture of
the Government, will no doubt make a profound impression upon thinking
people.

In the midst of your article, however, there are one or two references
to the mail pay of the railroads which I feel it my duty to correct, believing
that in these instances—which, though incidental to the main theme of your
argument, are nevertheless fundamentally of great importance—youn have
been obliged to reason from inadequate information,

In the eourse of your article you say:

“Mail transportation rates need reform. Making due allowance for
exaggeration, it is probable that of the $52,000,000 now annually paid to the
railroads alone for carrying our mail, nearly one-third could be saved by an
honorable and fair readjustment which the railroads would accept.”

Now, a sweeping reduction in railway mail pay eould be justified only on
the assumption that the present compensation is excessive. But is 1t? I
cannot, of eourse, in the limits of a letter, attempt to argue the question
statistically on its merits, but I can, at least, cite the conclusions of a num-
ber of eminent authorities who have given careful and even profound study
to the snbject.

In August, 1914, the Joint Congressional Committee on Railway Mail
Pay submitted its report. That Committee, after several years of investiga-
tion and the taking of 1,500 printed pages of testimony from the Post Office
Department and the railroads, recommended a system of rates which, in
the Committee’s belief, would have increased railway mail pay about
$3,000,000 per year. The Committee said:

“We believe our suggested rates are certainly not foo high from a
Governmental standpoint, though they may be too low from a railroad
standpoint.”

The Joint Congressional Committee, bi-partisan in its composition, was
appointed in August, 1912, the members being : Senators—Jonathan Bourne,
Jr., of Oregon, Chairman; Harry A. Richardson, of Delaware; Joln H.
Bankhead, of Alabama. Representatives—dJames T. Lloyd, of Missouri;
William E. Tuttle, of New Jersey; John W, Weeks, of Massachusetts. Mr.
‘Weeks has since been elected to the Senate.

The conclusions of this Joint Congressional Committee are the most
recent and anthoritative that we have cn this subject, and these conclusions,
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"as T have pointed out, were that railway mail pay should in fairness not be
reduced, but should be increased.

I may add that the railroads took the figures submitted by the Post
Office Department during the hearings before the Joint Congressional Com-
mittee and, after analyzing them according to the recognized methods of
apportioning transportation costs, showed that these very figures indicated
that the- railroads, far from being overpaid, were actually underpaid by
something like $15,000,000 annually.

Almost as recent as the findings of the Joint Congressional Committee
is the pronouncement of Mr. Louis D. Brandeis while acting as Special
Counsel to the Interstate Commerce Commission in the Five Per Cent.
Advance Freight Rate Case. Mr. Brandeis, in May, 1914, reported to the
Commission :

“Tt seems clear that the railway mail service is at present unremunera-
tive to the carriers.”

In 1913 Dr. M. O. Lorenz, Associate Statistician of the Interstate Com-
meree Commission, calculated that the railroads were underpaid by certainly
more than $5,000,000 per year for carrying the mails. He declined to com-
mit himself as to how much more.

In 1901 the Woleott-Loud Commission—another specially appointed
Congressional Committee which made a most painstaking inquiry—in its
report to Congress summed up its conclusions as follows:

“We are of the opinion that the prices now paid to the railroad com-
panies for the transportation of the mails are not excessive, and recommend
that no reduction thereof be made.”

These four investigations are the only impartial inquiries into the sub-
ject of railway mail pay that have been made in many years. You will
note that in three cases the investigators found that the railroads were paid
too little, and in the fourth case at least not too much.

Of course, I do not know upon what premises you based your eonclusion
that railway mail pay eould be equitably reduced some $17,000,000 per year,
but I have recited the findings of the acknowledged authorities who have
given the subject special study, and you will observe that their counclusions
are unanimously and emphatically the reverse. :

Despite the Wolcott-Loud Commission’s recommendations of fourteen
years ago, Congress has since, without further inqguiry, twice reduced the
rates of pay by law, and a former Postmaster General, by the * Divisor
Order” of 1907, made a further heavy reduction by mere executive aection.
Meanwhile, also, the parcel post has been established, and to date no pro-
visions have been made to compensate the railroads adequately for the
additional service which its inauguration and the subsequent great exten-
sions of its scope have entailed.

In discussing the proposals for further extensions of the parcel post you
say that “ no suggestion is ever made as to reducing the pay to the railroads
for carrying the parcels to 55 per cent. of the postal receipts, which is the
English rate.”

The question whether such a basis of compensation would be fair or not
necessarily depends upon what rates of postage are established, and upon
the general character of the rate scheme., A division of receipts, under
flat rates of postage for all hauls, might not be inequitable in Great Britain,
where the hauls are short; but would it be in this country, where haunls of
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3,000 miles are possible and would be largely availed of under flat postage
rates?

The railroads should be justly paid for the serviee required of them.
This principle, we maintain, holds no matter what theories may be enter-
tained regarding postage rates. If for any reason it should be judged wise
publie policy to make postage rates so low as to amount to subsidies to the
paxrcel post shippers, the expense of the subsidy should be paid out of the
general funds of the nation. It cannot justly be laid upon a limited portion
of the citizens—namely, those who have invested their savings in railroad
properties.

Yet the inference of your comment, which I have quoted, is that while
you are opposed to the subsidy basis for the parcel post, nevertheless if the
Post Office Department does establish the pareel post upon that basis, it
might go a step farther and shift some or all of the loss to the railroads.
Our position 1s that such a step would be an unwarranted discrimination
against a portion of the people, and even, to some extent, a confiseation of
“their property.

You are apparently under the impression that the railroads are being
too liberally paid for parcel post transportation. The true situation is that
in the fiscal year recently closed, as nearly as can be estimated, the railroads
carried at least 50 per cent. of the parcel post without any compensation at
all. This is one of the consequences of the * quadrennial weighing ”’ system
of readjusting railway mail pay. Another consequence has been that during
the first six months after the inauguration of the parcel post the railroads
carried it all—literally every package—without one cent of payment.

Just what proportion of the postage receipts the railroads are now
receiving for parcel post transportation is a thing that no one knows, owing
to the abolition, on July 1, 1913, of the use of distinctive parcel post stamps
—an aet of the Post Office Department which the Bristow Parcel Post Com-
mittee, in its recent report to Congress, declared had “thrown the whole
accounting system into complete confusion.” I may say, however, that
those most familiar with the subjeet entertain no doubt that our American
railroads are getting very much less than the British 55 per cent. rate.

I have written to you at length upon this subjeet because, in view of its
probable agitation in Congress, we are most anxious that everyone inter-
ested shall, as nearly as possible, be placed ir possession of the facts and
understand the basis of the railroads’ claims.

Very truly yours,
Rarra PerERS.

New York City.

TrE PosTau SIDE
Hox, Rarra PETERS:

Sir,—The allusions fo railroads in my paper in THE NorTE AwMERI-
caN REviEw were, as you justly observe, purely incidental, also largely
hypothetical. Nevertheless, it is proper for me to reply briefly to your
courteous request for the basis of my suggestions as to mail transportation
charges. I am not a transportation expert. T am advised as to the reports
you cite favorable to the contentions of the railroads—also as to the some-
times bitter and exaggerated attacks thereon. I have, as a student of
postal affairs, tried to keep an open mind on the subject. Hence the mild
tenor of the comment,
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I confess, however, to a long-standing impression that the current com-
pensation to railroads for carrying the mail is excessive. It will be easier
to explain that impression than fully to justify it. It never became my
official duty to investigate it. Congress fixes the rate and the Post Office
Department certifies the service performed to the Auditor, an official of the
Treasury Department, whose only function is to apply the law to such
certified service, and issue warrants therefor. But for nearly seven years,
as the head of that bureaun, with 600 clerks charged with postal accounting,
and located in the Post Office building at Washington, my office was on the
same floor with that of the Postmaster General, and I was in hourly con-
ference with the department officials on the financial relations of all divi-
sions of the service. Hence, I naturally gained some insight as to adminis-
trative matters with which I had no official concern, and formed opinions
thereon.

I soon found that the Department specialists, who made the computa-
tions as to compensation, agreed in the view that those rates could be
reduced one-third to one-half. I found, also, that all important railroads
in the country maintained in Washington able attorneys to look after mail
interests, each working zealously to increase his road’s mail tonnage, alleg-
ing shorter distances, faster trains, special facilities, ete., as against com-
peting lines; the fair assumption being that the business is profitable. I
further found that there were frequent charges against certain railroads
of fraudulently padding their mail during the quadrennial weighing period,
one flagrant case whereof I was the personal discoverer. I heard my friend,
Col., W. P. Clough, Vice-President of the Northern Pacifie, argue ably
fifteen years ago in favor of compensation based on space occupied instead
of on weight, which seemed to promise economies, or at least an elimination
of abuses.

These are some of the explanations of, not apologies for, my incidental

and hypothetical allusions to the railroads. I have neither the mission, the
inclination, nor the ability to argue the various points you present, all
admittedly foreign to the main purpose of my writing. The railroads
ought to be fairly, not excessively, compensated for carrying the mails.
Their service includes the free transportation of postal clerks, agents and
inspectors, aggregating a large sum annually, no account of which is kept.
Per contra, it involves a certain indefinite but valuable protection to rail-
road property, in case of attempted mob violence, which should not be
overlooked.
" The railroads must be fairly compensated. They are justified in resist-
ing unjust reductions, and have a paramount incentive against unjust
demands for inecrease, in that the prevalent idea that they are overpaid is a
leading factor in the socialistic outery for Government ownership and opera-
tion.

I did not refer to the flat rates of the British parcel post for the purpose
of commending them, but the reverse. They would be absurd with our
longer distances and infinite complications. As I understand it, the British
flat rate for this postage is $2 per hundred pounds, out of which they pay
the railroads $1.10. But the parcels are hauled in carload lots, loaded and
unloaded by post office employees, and treated as freight. If this be true,
it is a very different thing from our fifty-mile-an-hour schedule and our
transcontinental distances. Yet the mail-order houses and their champions,
ineluding the expert just mentioned, boldly avow the English charge on
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parcels as their objective, without mention of freight train service and lower
pay therefor.

Under the quadrennial weighing system, the railroads in certain sections
must wait from one to four years, unless relieved by Congress, before
getting full pay for the vastly inereased mail tonnage of the so-called
parcels post. This fact only emphasizes my argument as to the coming
expense of this innovation, and the ruinous consequences of its relegation to
the British revenue basis with the present rates of expenditure. We have
no authentic estimate of the cost, per hundred, of carrying our mail an
average distance, because we have not, to my knowledge, any reliable state-
naent of the total weight of our mail, Until more correct figures are given
we may perbaps accept the old approximate figure of eight cents a pound.
To colleet, transport, and deliver the multiplied millions of tons of pareels,
under increasingly liberal rules as to size and weight, at the proposed
British flat rate of postage—two eents a pound—and pay out therefor four
-times that amount: this is one of the Barmeecide feasts to which state social-
ism coolly invites us—a fit prelude to postal railways, Government laundries,
and Treasury notes based on deposits of short-ribs, hoop-poles, and wheat
sereenings.

My Review paper was condensed to the minimum, and this letter is
already too long. A volume would be needed to elaborate the therse. If
proof is required that a possible peril lies in the fact that private interests
as well as official agencies struggle with the postal service and with each
other for an increasing share of its benefits, the roster of your Committee
on Railway Mail Pay, eousisting of nine Presidents and Vice-Presidents of
leading railroad corporations, supplies it. Your organization and activities
are legitimate, but symptomatic. You urge larger railway pay—intelli-
gently and no doubt honestly, from your point of view. Most classes of
postal employees in strong associations numbering from 5,000 to 50,000
each, urge larger salaries and retirement pensions—honestly, from their
point of view. Postal savings depositors are preparing to organize for
higher rates of interest. Various business or social schemes are on foot for
reduction of postage. Some of these several demands are meritorious, but
all are clamorous, and many will be successful without striet regard to merit.
‘With constantly enlarging funections, with reduced revenues and inecreased
expenditures in many directions—where can the end be, short of readjust-
ment or chaos?

To sum up: My statement that railway mail pay needs reform (read-
justment) stands; my expressed supposition that the railroads would
consent to a reduction of transportation rates seems to be negatived by the
formation of your Commitiee to oppose such reduction; the natural infer-
ence that those rates are excessive is ably combatted by your presentation;
but the vital postulate that Post Office socialism is a menacing peril to the
Republic stands unchallenged, except by socialists. Q. BE. D.

Respectfully yours,
HeNrY A, CasTLE,
St. Pavrn, MINN.
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