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[Queries of “The Railway world” respecting railroad rates] Philadelphia, September,
14, 1908.

THE RAILWAY WORLD

Philadelphia, Pa., September 14, 1908.

Dear Sir:—

Your attention to the inquiry herewith propounded and the courtesy of as prompt and complete a
response as your convenience will permit is respectfully solicited.

The inquiry is a serious one, intended to serve a serious purpose, viz., that of aiding to determine the
policy of this newspaper upon a matter of grave importance and of supplying material and guidance
for its public discussion.

If we are favored with a response, no portion thereof will be made public without your consent, but
we should be especially pleased to receive such consent.

A letter identical with this is being addressed to each of a large number of economists and publicists,
for it is believed that the nature of the problem is such that the views of trained observers of
industrial phenomena are particularly certain to influence the formation of a wise public sentiment.

THE PROBLEM.

The statement has been made that, on account of recent rapid augmentation of the world's gold

supply,* or from other causes, gold has depreciated in value and hence the standard dollar of the
United States is now of less value, i. e., has smaller purchasing power, than formerly, (say) from 1890
to 1899. Further, it has been stated, that as a consequence of this fall in the value of the dollar, those
wages, prices and rates which have not been adjusted to the changed value of the standard by fully
compensatory changes in their relation to the unit of value are really lower than formerly, although it
may happen that they are now expressed, in terms of that unit, by somewhat higher figures.

* The annual report of the Bureau of the Mint for the year 1906 gives estimates of the world's yearly
production of gold (see page 36) from which the following figures for each quinquennial period from
1862–66 to 1902–06 have been obtained:

Years. Fine ounces. Value. 1902–1906 84,646,918 $1,749,807,300 1897–1901 65,076,311
1,345,246,700 1892–1896 42,876,543 886,337,100 1887–1891 28,490,926 588,959,700 1882–



[Queries of “The Railway world” respecting railroad rates] Philadelphia, September, 14, 1908. http://www.loc.gov/resource/

rbpe.24001400

1886 24,851,094 513,717,700 1877–1881 26,668,106 551,278,700 1872–1876 24,367,771
503,727,000 1867–1871 30,671,358 634,033,000 1862–1866 30,068,414 621,570,000

Especially as to railway rates, it is urged by some, that they have not, since (say) 1897, been adjusted
to this depreciation of the standard money in which they are expressed and paid and that, in spite of
attempts here and there at such an adjustment, the generally lower purchasing power of the sums
received for railway services is equivalent to a very substantial reduction in the charges for all, or
nearly all, of the services rendered.

AUTHORITIES FOR THIS VIEW.

The following concise statement has been made by President A. T. Hadley, of Yale University:

“It seems also clear that the average increase in rates is apparent only and not real. If the price of
goods carried and wages of railroad laborers and the cost of materials of railroad construction and
operation have increased from ten to forty per cent, an increase of apparent charge of five per cent
on the part of the railroads is virtually a tremendous and gratifying decrease.”— President Hadley in
Boston Transcript of April 1, 1905.

In the admirable essay, which received the first prize in the Hart, Schaffner and Marx contest in the
year 1906, Dr. Albert N. Merritt expressed the same view in greater detail, saying, in part:

“At the same time, coupled with the general prosperity which has attended the increased amount of
business done has come a considerable rise in the prices of nearly all commodities, while there has
occurred also a considerable advance in the rate of wages. For these reasons the cost of operation
upon our railroads has been greatly increased.

“Whatever the cause, the fact of this rise in the price of services and commodities is incontestable. In
other words, a smaller quantity of labor and materials can be purchased with a given amount of gold
coin to-day than could be purchased six years ago.

“But a general advance in the prices of commodities according to another way of stating the same
fact, is only a relative decline in the value of that standard in which prices are measured. When
measured in the amount of commodities and services which it will buy, gold has therefore declined
about 25 per cent in value since the period of 1895–1899. Would it then be unreasonable to expect
that gold, being less valuable for the purchase of commodities and labor, should also be less
valuable in the purchase of transportation? What are the facts? If we take similar periods for the
computation of average railway rates, we find that there has been no advance whatever, the average
rate for the first period, 1895–1899, being 7.84 mills per ton-mile, while that of 1904 was only 7.80



[Queries of “The Railway world” respecting railroad rates] Philadelphia, September, 14, 1908. http://www.loc.gov/resource/

rbpe.24001400

mills per ton-mile. Thus while average prices have advanced 25 per cent there has actually been a
slight decline in average railway rates.

“An important distinction is here to be indicated which is not often recognized. There are two sorts
of rates, which may be designated respectively as nominal and real. Nominal rates are measured in

money* , while real rates consist of a percentage of the value of the commodities transported. To
determine the real rate, that proportion of the value of the goods transported, which must be given
for the services of transportation, must be ascertained.

* Mr. H. T. Newcomb has urged this distinction in numerous articles. The following was published
on January 1, 1904, (See The Railway Age of that date): “Railway charges, like wages and the prices
of commodities, are measured in money and paid in money. The wage-earner, however, cannot eat
money nor wear it nor shelter himself beneath it. He values it for what it will buy, and his wages are
worth to him precisely what they will buy, no more and no less. If at one time he earns two dollars
per day he is as well off as on four dollars per day with prices all doubled. It is the same with the
seller of goods. If what he has to pay for rent, fuel, clothing, household expenses and amusements
doubles he is no better off because he gets one-fourth more for each article he sells. It is precisely
the same with the railway, with its employees and with the holders of its securities. If the wages
of railway employees, the cost of fuel, rails, ties, rolling stock, etc., have advanced, the railways are
better or worse off in proportion as the increase in money (nominal) rates has exceeded or fallen
short of the enhanced cost of services and supplies. Everyone knows that wages and prices have
largely increased during recent years. Nearly everyone knows that they have, in most cases, gone
upward faster and further than railway rates.”— The Work of The Interstate Commerce Commission,
Gibson Brothers, Washington, D. C., 1905. See also Railway Age of August 12, 1904.

“This distinction may at first seem useless, and the method of computing real rates certainly refuses
to lend itself to exact statistical analysis. Nevertheless, real rates, such as described are the only
proper measure of the relative burden of the transportation charges upon the industries of our
country. Obviously it is of little concern to the producer just what may be his absolute money income
and expenditure. That which is of especial interest to him is his relative income and his outlay. It
is, therefore, the proportion of the value of his wheat which must be paid for its transportation
that determines the real burden of the transportation charge upon him. On the other hand it is the
amount of labor and materials which the money received for transportation will buy which is of
interest to the railroad in determining whether or not it can derive a profit from the rates charged.
If now real rates are accepted as the proper basis for determining the course of rates in this country
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the whole situation assumes an entirely different aspect . . . In other words, real rates have declined

25 per cent in less than ten years.”†

† Albert N. Merritt, Federal Regulation of Railway Rates, Houghton, Mifflin and Company, Boston and
New York, 1907, pp. 7–10.

WAGES STATISTICS.

The annual reports of Statistics of Railways in the United States compiled by the Interstate
Commerce Commission, under the direction of Professor Henry C. Adams, head of the Department
of Political Economy in the University of Michigan, and Statistician to the Commission, indicate the
extent of the depreciation of the unit of value in relation to the wages of railway labor. The following
figures are from the reports for 1897 and 1906:

Class of employees. 1897. 1907. Per cent increase. Station agents $1.73 $2.05 18.50 Other
station men 1.62 1.78 9.88 Enginemen 3.65 4.30 17.81 Firemen 2.05 2.54 23.90 Conductors
3.07 3.69 20.20 Other trainmen 1.90 2.54 33.68 Machinists 2.23 2.87 28.70 Carpenters 2.01
2.40 19.40 Other shopmen 1.71 2.06 20.47 Section foreman 1.70 1.90 11.76 Other trackmen
1.16 1.46 25.86 Switchmen, flagmen, watchmen 1.72 1.87 8.72 Telegraph operators and
despatchers 1.90 2.26 18.95 Employees, account floating equipment 1.86 2.27 22.04 All other
employees and laborers 1.64 1.92 17.07

STATISTICS OF PRICES.

Bulletin No. 75, of the United States Bureau of Labor, shows average prices for the following articles
used by railways, or, as raw materials, for the manufacture of railway supplies:

Articles. Unit. 1897. 1907. Per cent increase. Coal, anthracite, broken Ton $3.25 $4.20 29.23
Coal, Bituminous, Georges Creek Ton .83 1.54 85.54 Axes, M. C. O. Yankee Each .39 .68
74.36 Coke, Connellsville, furnace Ton 1.62 2.83 74.69 Bar iron, best refined, from mill
Pound .011 .0175 59.09 Barbed wire, galvanized Cwt. 1.80 2.63 46.11 Copper wire, bare
Pound .1375 .2402 74.69 Doorknobs, steel, bronze, plated Pair .166 .450 171.08 Files, 8-inch
Dozen .81 1.00 23.46 Hammers, Magdole No. 1½ Each .38 .47 23.68 Lead pipe Cwt. 4.32 6.71
55.32 Locks, common, mortise Each .0833 .20 140.10 Nails, cut, 8-penny, fence and common
Cwt. 1.33 2.16 62.41 Nails, wire, 8-penny, fence and common Cwt. 1.49 2.12 42.28 Pig iron,
Bessemer Ton 10.13 22.84 125.47 Pig iron, foundry No. 1 Ton 12.10 23.90 97.52 Pig iron,
foundry No. 2 Ton 10.10 23.87 136.34 Pig iron, gray forge, southern, coke Ton 8.80 20.99
138.52 Steel billets Ton 15.08 29.25 93.97 Steel rails Ton 18.75 28.00 49.33 Steel sheets,
black No. 27 Pound 0.019 0.025 31.58 Tin, pig Pound .1358 .3875 185.35 Tin, plates, domestic
Bessemer, coke Cwt. 3.18 4.09 28.62 Zinc, sheet Cwt. 4.94 7.49 51.62 Brick, common domestic
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M 4.94 6.16 24.70 Cement, Rosendale Bbl. .75 .95 26.67 Doors, pine Each .81 1.88 132.10
Lumber, hemlock M feet 11.00 22.25 102.27 Lime, common Bbl. .72 .95 31.94 Linseed oil, raw
Gal. .33 .43 30.30 Lumber, maple, hard M feet 26.50 32.25 21.70 Lumber, oak, white plain M
feet 36.25 55.21 52.30 Lumber, oak, white, quartered M feet 53.83 80.00 48.62 Lumber, pine,
yellow M feet 16.44 30.50 85.52 Lumber, poplar M feet 30.67 58.08 89.37 Shingles, cypress M
2.35 4.23 80.00 Lumber, spruce M feet 14.00 24.00 71.43 Window glass, American, single, firsts,
6 by 8 to 10 by 15 inch 50 sq ft 2.20 2.81 27.73 Window glass, American, single, thirds, 6 by 8 to
10 by 15 inch 50 sq ft 1.96 2.24 14.29

The bulletin indicates that putty, Portland cement and Ames shovels are the only exceptions to the
general rule of greatly increased prices of railway supplies.

The same official bulletin gives the following index numbers for “all commodities” showing the
relation of average prices for each year to the average for the ten years from 1890 to 1899, inclusive,
thus indicating the real measure of the decline in the value of the dollar:

Years. Index numbers. 1897 89.7 1898 93.4 1899 101.7 1900 110.5 1901 108.5 1902 112.9
1903 113.6 1904 113.0 1905 115.9 1906 122.5 1907 129.5

We have thus fully stated the problem and repeated arguments and information with which you are,
of course, fully conversant, in order that you may not fail to have before you sufficient facts to make
our queries particularly clear. May we now ask your attention to the following specific inquiries?

OUR QUESTIONS.

1. Are there, in fact and in actual practice, such distinctions between (a) nominal wages and real
wages; (b) nominal prices and real prices, and (c) nominal railway rates and real railway rates as the
foregoing quotations suggest?

2. If there is such a distinction between nominal and real railway rates, is it important, and what is
the extent of its importance?

3. Has the American dollar depreciated since 1897?

4. If the American dollar has depreciated since 1897, approximately what percentage of its value in
that year has it lost?

5. What effect has this depreciation of the American dollar (if it has depreciated) produced as to
wages or prices which have not been fully adjusted to the diminished value of the standard?



[Queries of “The Railway world” respecting railroad rates] Philadelphia, September, 14, 1908. http://www.loc.gov/resource/

rbpe.24001400

6. Were the freight rates charged by the railways of the United States in the year 1897, in your
opinion, generally too high?

7. Assuming that $1.35 will pay for only as much labor of railway employees and as much railway
equipment, fuel and other materials as $1.00 would buy in 1897 and that nominal railway rates had
been so adjusted that it required $1.10 to pay for railway services that $1.00 paid for in 1897, would
the comparison between real railway rates at the different times show an advance or a reduction?

8. May we publish your reply?

We repeat these questions upon a separate sheet, enclosed herewith, and also have pleasure in
enclosing a stamped and addressed envelope for your reply.

Trusting that you will favor us with your views upon these questions, and any pertinent suggestions
which you may wish to make, and assuring you in advance of our appreciation of your assistance, we
remain,

Very respectfully yours, THE RAILWAY WORLD.

240/14 copy/part 1 piece 1

THE RAILWAY WORLD.

Philadelphia, Pennsylvania.

(Please use this sheet for your reply.)

1. Are there, in fact and in actual practice, such distinctions between (a) nominal wages and real
wages, (b) nominal prices and real prices, and (c) nominal railway rates and real railway rates, as the
quotations in our letter of inquiry suggest?

2. If there is such a distinction, is it important, and what is the extent of its importance?

3. Has the American dollar depreciated since 1897?

4. If the American dollar has depreciated since 1897, approximately what percentage of its value in
that year has it lost?

5. What effect has this depreciation of the American dollar (if it has depreciated) produced as to
wages or prices which have not been fully adjusted to the diminished value of the standard?
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6. Were the freight rates charged by the railways of the United States in the year 1897, in your
opinion, generally too high?

7. Assuming that $1.35 will pay for only as much labor of railway employees and as much railway
equipment, fuel and other materials as $1.00 would buy in 1897, and that nominal railway rates had
been so adjusted that it required $1.10 to pay for railway services that $1.00 paid for in 1897, would
the comparison between real railway rates at the different times show an advance or a reduction?

8. May we publish your reply?

Name

Address

240/14 copy part 2 piece 2

The Railway World 822 Witherspoon Building Philadelphia


