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EDITORIAL

A Possible Miscarriage of Justice.

Accustomed as we are to thinking only of the
escape of guilty men as miscarriages of justice, it
is very unusual so to regard the punishment of an
innocent man.  Yet the wrongful punishment of
an innocent man ix an enormously worse miscar-
riage of justice than the wrongful escape of a
guilty one. It is worse essentially, and it is worse
in its reaction upon and demoralization of so-
ciety. And among the innocent must be included
in this connection, not only those convicts whose
innocence is demonstrated, but also such as only
may be innocent and have not yet heen fairly con-
victed. When death is the penalty imposed, mixs-
carriages of justice against the innocent or the
unfairly tried, are black stigmas upon the admin-
istration of the eriminal law and horrifving to all
well ordered minds.

*

A case in point is that of Herman Billik, now
awaiting execution of a capital sentence in the
Chicago jail.  He stands accused upon several in-
dictments of having poisoned several persons, and
upon one of these indictments he has been tried
and convicted. At one time there was grave dan-
ger of his execution without the henefit of an ap-
peal to the higher courts—simply because of his
poverty, the expense being prohibitive.  Charity
gifts prevented this kind of miscarriage of jus-
tice in his case, but now he faces another kind.
After his appeal had been lost, one of the wit-
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nesses against him ‘recanted. This witness con-
fessed to having committed perjury at the trial
in order to convict. Whether the witness did
commit perjury is aside from the question; but
the probabilities bear out his recantation rather
than his original story—a story wrung from him,
as he now says, in the police “sweat box.” Be
all that as it may be, however, this witness is
clearly not a witness on whose testimony any man
should be hanged. 1t is unthinkable that the jury
would have convicted upon the strength of his
testimony if its members had then known what
they know now.
*

The Supreme Court may have been-right in re-
fusing a new trial to Billik upon this new state
of facts. It may have been right technically;
for possibly such a state of affairs may be within
the range of executive rather than judicial author-
ity. But now there is danger that the Executive
may refuse to interpose, and that this man may
be hanged upon the authority of a verdict ren-
dered upon testimony part of which was confess-
edly perjury. There is really no necessity, from
any point of view, for this possible miscarriage of
justice, for the convict will not escape if he is
really guilty. It is not as if he could not be tried
again, and would get off scot free though possibly

guilty. The other indictments rest wupon
the same state of facts, provable by the
same testimony, as the one wupon which

there has been conviction, with the single excep-
tion that the persons alleged to have been mur-
dered are different persons. Upon any one of
these indictments, therefore, this man can be con-
victed if the testimony of the self-confessed per-
jurer really is not necessary to satisfy a jury of
the prisoner’s guilt. But notwithstanding all
these facts, which seem to demand a pardon on
this indictment, to be followed by a trial upon
one of the others, the Illinois Board of Pardons
has refused to recommend a pardon.

' &

They hold that the record of the trial would
warrant Billik’s conviction, even if the testimony
of the self-confessed perjurer were eliminated.
But it is difficult to believe that Governor De-
neen will allow a recommendation, so based, to
make him a party to such a miscarriage of justice
as the hanging of this man upon this particular
conviction would be. Manifestly Herman Billik
has not had a jury trial, frce from the influence
of that perjured testimony. Yet it is a jury trial
free from perjured testimony, that the law in-
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tends to secure to all persons accused of capital
crime. No one can say what a jury would do
upon the evidence against Billik if the testimony
of the recanting witness were withdrawn. That a
board of pardons should undertake to speak for a
jury is not enough in the interest of the orderly
administration of justice. It is not enough for
a board of pardons to say that the jury would
have convicted this man without the perjured tes-
timony. No board of pardons can speak for any
jury; and it is for a jury to say, and only for a
jury to say, what the weight of the remaining
evidence is. Under these circumstances, even if
there were no other indictments still pending
against the prisoner for practically the same of-
fense. a pardon upon this one should be granted.
But in view of the fact that there are such in-
dictments, involving in all substantial respects ex-
cept the persons killed the very crime of which
this man now stands convicted, and provable by
the same witnesses and circumstances, there is not
the shadow of a reason for refusing to pardon him
upon the indictment upon which he has been un-
fairly tried. The refusal of a pardon in this
case, under these circumstances, would be in the
nature of an obstruction to the due administra-
tion of the criminal law, and the case would ap-
peal to all fair minds as a pitiful miscarriage of
justice.
L) *

The Sacrosanctity of the Judiciary.

There is a disposition, perfectly human we sup-
pose, to bow down and worship offices regardless
of the occupants. The Presidency, for instance,
must be respected even though this may necessi-
tate respect for a President who is as a man con-
temptible. It is to the judiciary, however, that
fetishistic respect for mere office is most devoutly
paid. The bench and the gown can do no wrong,
though the men within the gown and upon the
bench be the veriest rascals, and though they use
their judicial authority infamously. That is the
idea. It was so even with Tweed’s judges. The
cub lawyers of that day were admonished to re-
spect Judge Barnard and Judge Cardozo, al-
though the whole pack of respectabilities got after
them with most vigorous epithets when they had
hecome ex-Judge Barnard and ex-Judge Cardozo;-
and got after them, too, for the very things which
they were notoriously doing before “ex” was pre-
fixed to their titles, and while they were to be
“respected out of regard for their judicial func-
tions.” It’s all nonsense—paganistic nonsense,
dangerous nonsense. A bench and a gown are
just as good as the man who occupies the one and

®
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wears the other, and not one whit better; just as
worthy of respect, and not any more so. We must
respect judicial commands until regularly re-
versed, of course, for this is in the interest of good
order. But the right to “go out under the horse-
shed and swear at the judge,” is inalicnable and
wholesome. To take it away is to give a sacro-
sanctity to officials, in the guise of respect for
their offices, which cannot but intoxicate them
with a sense of immunity from criticism and tend
to turn them into irresponsible autocrats. In-
deed, just such a tendency has set in.

+

Lincoln criticized the Supreme Court for its
slavery decisions, and the slave oligarchs were
offended ; and when Altgeld and Bryan criticized
it for its plutocratic decisions, they were crucified
metaphorically as blasphemers. And now we have
a delectable group of plutocrats with their expert
lawyers and educators demanding of the Repub-
lican convention that it affirm “confidence in the
integrity and justice of the courts, State and na-
tional,” and “insist that the preservation of their
independence and full Constitutional prerogatives
is essential to the maintenance of the American
system of government.” Behold the paganistic
absurdity of this demand. What does it really
mean to affirm confidence in the integrity and
justice of courts in that wholesale way? It means
nothing whatever, in any practical sense, unless it
means confidence in the integrity and justice of
all individual judges. And is it true that all our
judges, State and national, are men of integrity
and justice? No one believes it unless he is a
fool. A bench to sit upon and a silk gown to wrap
about him, cannot work the miracle of turning
a lifelong adviser and defender of corporate cor-
ruption into & man of integrity and justice. As
to “the independence and full Constitutional pre-
rogatives” of judges, by all means let them be
preserved. But how can the Constitutional pre-
rogatives of these officials be disturbed without a
Constitutional amendment? And what objection
is there to regulating them within the Constitu-
tim? Any disturbance of judicial powers within
the Constitution is not a question to be adjudi-
cated in court, but a political question to be dis-
cussed by the people; and so of any disturbance
by amendment of the Constitution. Then what
is meant by this appeal for the sacrosanctity of
the bench and the gown? Is the independence of
judges assailed if the people talk about limiting
their functions by lawful methods, whether by
Constitutional amendment or legislation within
the Constitution as it exists? Then indeed is it

.
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true that Jefferson’s prophecy regarding the tend-
ency of judges to draw political power to them-
selves is approaching fulfillment.

*

But why should any one doubt the motives for
this appeal to the Republican convention to stand
for “government by injunction” and kindred ju-
dicial iniquities, as sacred prerogatives of the gen-
tlemen of bench and gown? The names signed
to the appeal are significant. Here is Cornelius
M. Bliss, who handled the tainted campaign funds
of 1896 and 1900 and kept a steady tongue when
exposures began. And here are D. 0. Mills, one
of the great private owners of public property,
and Joseph H. Choate, one of their great legal
advisers, and Nicholas “Miraculous” Butler, one
of their great educational experts. A congenial
company to be sure, all intent, each in his own
grand way, upon separating democratic goats from
aristocratic sheep and fencing in the earth and
the fullness thereof for the benecfit of the sheep.
To accomplish this purpose of theirs, autocratic
power beyond the influence of popular criticism
and popular law-making must be lodged some-
where; and in a country of democratic forms,
what better place to lodge it than within the black
folds of the judicial gown and upon the soft cush-
ions of the judicial bench?

* *
The Latest Anti-Bryan Fabrication.

The latest fabrication of the Pulitzer factory at
the editorial desk of the New York World in its
campaign against Brvan (p. 218), has gone the
way of the World’s political map. Its map show-
ing that Bryan had brought electoral disaster upon
the Democratic party, was false upon its face. It
was so wretchedly false that it could deceive no
one who had access to a World Almanac or re-
membered anything about election returns. The
story of Ryan’s having bribed Bryan to support
Parker after Bryan had heen supporting him for
two months, was equally thin, although somewhat
hetter disguised. But the disguise has been torn
off, and the World is now convicted by direct tes-
timony. Mr. Pulitzer’s secret financial invest-
ments must be a queer sort, since he authorizes
such foolish fabrications in the hope of heading
off Bryan from appointing an attorney general.

L ) L J
The Cleveland Street Car Strike.

There is no strect car strike in Cleveland. -
There was one, but that was not genuine and it is
over anyhow. Certain labor leaders thought they
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could make cheap prestige by promoting a strike
Just as municipalization began, because they sup-
posed that Mayor Johnson would be embarrassed
and have to “lie down” regardless of the justice
of the strike. Perhaps they had other rcasons,
for the influence of national leaders of the street
car unions has usually been available whenever
the old monopoly strect car company needed it to
baffle Johnson’s municipalization policy. Whether
the former street car managers as a “crowd” were
encouraging any labor leaders to foment the re-
cent strike, is not certain; but it is certain that
one of those managers did all he could. The most
active encouragement, however, came from the
Hluminating Company, the public utilities corpo-
ration of Cleveland which is to come next in
Johnson’s process of municipalization. This com-

pany seems to have assumed that it could save

itself if it could make a failure of the street car
municipalization; and a labor strike no doubt
looked under these circumstances like the handiest
thing imaginable. 8o there came about a coali-
tion of plutocratic conniving and labor “skating,”
which for several days furnished “news” material
and editorial reflections against the Cleveland mu-
nicipalization policy for all the plutocratic and
some of the labor papers of the country. Tt
is a noticeable fact, too, that dynamiting was re-
sorted to with a recklessness and to a degree never
before experienced anywhere: and that the pluto-
cratic press of the country turned their batteries
upon Mayor Johnson for this and not upon the
dynamiters. But Mayor Johnson turned his upon
the dynamiters, with the result of catching sev-
cral with “the goods™ upon them. As soon as that
was done this manufactured strike collapsed.

L

The strike never had any hetter excuse than a
secret and corrupt contract of the old monopoly
company, made with its men to influence them as
voters, pursuant to which the men were to get
two cents an hour advance of wages provided the
company secured enough political influence to oh-
tain an extension of its street franchises within
a given time. Meanwhile the low fare company
was paying one cent an hour more than the old
one, and continued to do so. And when both
companies were municipalized, the extra one cent
was given to all employves. But the men of the
old company struck because the municipalized
company refused to carry out the sceret and cor-
rupt 2-cent bhargain of the old compaoy.

*+

A question of organization also was involved.
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This too was a “faked™ question. The low fare com-
pany had allowed its men to organize, something
which the monopoly company had always refused.
But when the low fare men had organized, the
monopoly company—then and not before—al-
lowed its men to organize. After this had been
done, a national official of the street car unions
arbitrarily canceled the charter of the low fare
men’s local union, thereby forcing them to ap-
pear to be non-unionists or clse to join the local
union of the monopoly company. As this oc-
curred at a critical moment in the conflict of
Mayor Johnson with the monopoly company, the
national organization® might find it useful to or-
ganized labor, when it meets in convention, to
inquire into the circumstances and the wherefore

of that cancellation.
’ L]

For any other purpose, however, than the good
repute of the organization, such an inquiry would
now he immaterial ; for the plot, whatever it was,
has been frustrated. The strike is over. No sol-
dier was asked for by Mayor Johnson, and not a
gun was seen on the streets of Cleveland nor a
head battered with policemen’s clubs. And Cleve-
land has now a better street car service than ever;
the men are better- paid than they ever were; the
receipts are larger than they ever were. There
is cvery indication that under Mayor Johnson’s
poliey of municipalization, the city of Cleveland
will soon have the best street car service in th: Uni-
ted States; that it will charge the lowest fares;
that it will employ the best paid, the most thor-
oughly organized, the most fairly recognized, and
therefore the most efficient labor force; and that
the city of Cleveland will be at liberty at any
time. upon getting legislative authority, to take
over the whole street car system at a premium not
in excess of 10 per cent of the actual cost of the
plant. )

+ +

Mr. Shippy’s Golden Rule.

At the policemen’s convention at Detroit last
week, the golden rule of the Cleveland police.
borrowed from the shores of Galilee, came into
noble contrast with the golden rule of the Chicago
police, which would appear to have heen bor-
rowed from hell.  Chief of Police Kohler had
deseribed the heneficial results of efforts in Cleve-
land to rescue offenders by means of friendly and
svinpathetic treatment to the extent that the law
allows. He disclosed, with reference to the police
department of Cleveland in connection with pre-
serving the peace and arresting minor offenders,
the utilization of the same Christian principle
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that has been so successfully applied by Harris
R. Cooley in connection with the workhouse. The
principle is simply that of the Golden Rule—Do
unto others as you would have them do unto you.
And the Chief of Police of Chicago—Mr. Shippy
of Averbuch fame—so recognized it. For in a
speech he answered it in the gentle fashion so
characteristic of him, by saying that the new and
revised version of the Golden Rule in the police
service of Chicago is, “Do others before they do
vou.” To prove that he was not theorizing, Mr.
Shippy explained how well this hideous perver-
sion of the Galilean’s law of love worked with him
when he was “attacked” in his “own home by a
supposed anarchist.” That was indeed an in-
stance of how to “do others before they do you.”
It was more. It has been reasonably suspected
that it was a case of how to “do others before
thev have any thought of doing you”; and there
are substantial reasons for believing that it was an
example of how to “do others” who are without
the power of “doing you.” For Mr. Shippy’s
“supposed anarchist” was not an anarchist, but a
simple Russian Jewish boy whom Shippy could
have knocked temporarily senseless with a blow
of his fist had there been any danger. What he
did wunder his revolting version of the Golden
Rule was to fill the boy’s body with bullets. Mr.
Shippy of Chicago enjoys this revolting episode
in his life enough to boast of it. What is worse,
he looks with pride upon his hideous perversion of
the Golden Rule as a police maxim. Mr. Kohler
of Cleveland, with the Golden Rule unperverted,
is likely to command more of the respect of per-
sons whose respect is worth having.

* *

The Housing Problem.

The city of Hartford has a park superintendent
whose suggestion for housing the workers of small
income comes very close to “the real thing.” His
name is George A. Parker, and his report on this
subject to the Mayor appeared in the Hartford
(‘ourant of April 28. He believes that the home
of the worker should be in reality a home, with
privacy, good sanitation, separate building plot,
ete.; and that it should cost, say, about twice the
annual income of the owner, so that he may in a
few vears own it free of incumbrance. But Mr.
Parker realizes that under present conditions the
cost of the house-lot and the street improvements
make it impossible for the occupant to own the
land on which his house stands, and the house

alzo. Therefore, he proposes that the city, or a
land company, should “own the land on which the
vecupant builds, and let him build upon it under
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a perpetual lease, he paying the city, or the com-
pany, annually so much per front foot, not less
than $1 and not more than $3, such payment to
be in full for all rents, taxes, etc., on the lot and
house.”

-

While this suggestion is far from being theo-
retically perfect, and has about it an aroma of
paternalism, yet it does respond to sound prineci-
ple, and its paternalistic aroma is doubtless duc
more to the application of the plan to a “de-
pendent™ class than to the plan itself. On both
points, Mr. Parker well says that “such a scheme
is not illogical or unjust, for the land has no
value, except such value as the people by their
presence give it, and they are entitled, to a share
at least, in what they create.” He adds: “For
the city to own the land and lease it in perpetuity
is no more of the nature of paternalism than for
the city to own and care for the streets, public
schools, police, fire and other departments. It is
impossible for the wage-earner to own his own
home, or to rent for a reascnable proportion of his
earnings, a suitable tenement, with private owner-
ship of land as now managed. Therefore, it is
a problem for the city as a whole to take up, or if
not, to allow a private corporation to do so, for
it is a profitable proposition as a private business.”

*

This suggestion of Mr. Parker’s might very
well serve as the basis for a “holding-company”
plan analogous to that which Mayor Tom L.
Johnson has adapted to traction purposes in Cleve-
land. Observing that the ecity may lack legal
power to carry out his suggestion as a public en-

- terprise, Mr. Parker suggests a corporation for

profit to undertake it. But why not make the
corporation a “holding company” and limit its
profits to a reasonable dividend, say 6 per cent on
the actual investment, the reimainder to go into
the public treasury? Such a company would
probably have less difficelty in securing exemption
from taxation upon improvements than the ecity
would have in securing the right to carry out Mr.
Parker’s plan as a public enterprise.

* *+

Private Ownership of Public Incomes.

The Cincinnati Times-Star contributes some
uscful information on the subjeet of Cincinnati
site values. Its figures refer to values in Foun-
tain Square. In 1813 they were $4 per foot; in
1852 they had risen to $400 per foot; in 18359 the
price was $760 per foot; in 1869 it was $2,180;
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in 1871 it had gone to $1,538, anik fn 1894 to $3,-
400. Tt is now as high as $5,000 per foot. Reflect
a moment upon what those figures mean. The op-
portunity to use the planet at this point, worth
only $4 a foot in 1813, has increased to $3,000.
-As these are capitalizations of the earning power
of the land, and the capitalized value of the earn-
ing power of land is usually put at twenty years’
purchase, we can say roughly that whereas the
earning power of Fountain Square sites was only

about 20 cents a year per foot in 1813, it is now.

about $250 per foot a year. Can anybody give a
moral or economic reason, fairly valid, for allow-
ing that earning power to enrich the private own-
ers of that space?

Ok ok
A TEN BILLION DOLLAR LOSS.

I

Probably few people realized the extent of the
vast declines in security values which took place
in this country during the period of one year from
November, 1906, to the same month in 1907. Facts
and figures of value, heyond those recorded on our
leading stock exchanges, are not available for the
average citizen, and he is thercfore apt to think
only in the vaguest way of the vicissitudes of the
bulls and bears of Wall Street when declines in
sccurity values take place. If he is in no way
involved, in a direct or personal sense, with a
slump or panic in the stock market, or, at any
rate, if his friends or family are not, the chances
are that he will shrug his shoulders and say, “It
serves the gamblers right,” at the same time men-
tally congratulating himself on his own good luck
in escaping all harm by not being involved in the
cataclysm which he is witnessing.

But as a matter of fact, is he not really involved
most deeply in this vast crumbling of values? A
brief examination.of the matter will demonstrate,
I think, that the average man whose interests, in
a personal sense, are entirely removed from Wall
Street, is likely to be as seriously affected by a
pronounced and prolonged crash in security values
as is he whose living is snatched right within the
feverish atmosphere of the Exchanges.

*

For the year 1904 the Census Burcau estimated
the total national wealth at about $107,000,000,-
000. Since that time expert estimales as high as
$115,000,000,000 have bheen published.  While
these estimates are necessarily based more or less
on opinion or guess, yet they represent expert
guesses, and are probably approximately correct.
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Of the total given in 1904, about $62,000,000,000
was reported as representing realty and improve-
ments, not including realty owned by railroads,
public service corporations, and so forth. TUn-
doubtedly these corporations include among their
assets realty values to the extent of at least $5,-
000,000,000. On this assumption, the entire value
of all realty, including improvements thereon,
would be about $67,000,000,000, leaving $40,000,-
000,000 to represent all other property values. The
term “improvements” is assumed to include build-
ings and other structures, but not machinery, mov-
able property or other capital; and has been sep-
arately estimated by experts as aggregating about
$12,000,000,000. On this basis, the net value of
all realty alone would be about $55,000,000,000,
or 5114 per cent of the whole.

Now, according to the hest and most recent esti-
mates, the total capitalization (par value of all
railroads, franchise corporations, industrial trusts,
and other enterprises in corporate form in the
United States was, at the end of 1907, about $34,-
000,000,000. Of this, about 44 per cent is repre-
sented by the railroads. Of course, it is more or
less of an approximation to say what proportion
of this corporate capital is included in the Govern-
ment’s estimate of $67,000,000,000 for the value
of realty and improvements, but a fairly reason-
able surmise would seem to indicate that about 30
per cent of the corporate capital is so represented.
If this surmise is anywhere ncar the truth, and I
personally believe it is very close to it, then, of the
total estimated wealth of the nation, outside of
realty and improvements ($40,000,000,000), about
60 per cent is owned or in the hands of corpora-
tions. )

Startling as this fact appears on its face, it is
still more startling when examined closely. In-
cluded as wealth outside of realty and improve-
ments, is all the capital of the country which is
invested in machinery or equipment of any kind ;-
all agricultural products, all consumable goods of
whatever kind, food, clothing and all other neces-
saries or luxuries; the capital (cash or goods) of
all husiness undertakings outside of the corporate
form as well as that included in it, ranging all the
way from the large partnership of the department
store, where millions are involved, down to the
peanut vender and the shocstring peddler. In
other words, of the entire trading, money-making
or wealth-producing activities of the people of the
T'nited States, of whatever size or nature, about
GO per cent is now in corporate hands. Six out of
every ten dollars’ worth of all the capital at work
among the eighty or more millions of people in
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this country to-day is, according to these figures,
being handled by the corporations.

*

One of the chief reasons why the far-reaching
effect of a great slump in values, such as we have
recently witnessed, can be more easily demonstra-
ted than ever before in the history of industry, is
because of this predominance of corporate control.
Panics of earlier decades have had similar effects,
of course, but the extent could not be measurcd
in the manner that can now be followed. Quota-
tions of securitics are, in a very real sense, reflect-
ors or measurers of the real values back of the
securities ; and in direct ratio to the proportion of
a given undertaking or industry which is repre-
sented by corporation securities, can we measure
the extent of the effect of a shrinkage or inflation
in the condition of that enterprise or industry.
Under the old partnership methods, or where but
a small percentage of the industry was under the
control of corporations, this opportunity for meas-
uring effects was, of course, not available. It is
for this reason that it is not possible to compare
the effects of the present depression with those of
earlier times. No facts are available covering the
period following 1873, for instance, which can in
any way accurately demonstrate what we can prob-
ably demonstrate in 1908. In those days there
were no industrial trusts; the railroad industry
represented less than $2,500,000,000 of capitaliza-
tion, in. comparison with over six times that
amount at the present time ; there were no trolleys,
telephones or electric lights; the steel and iron
industries were small and were carried on by part-
nerships or close corporations; in short, the mod-
ern era of corporate activity had not in any real
sense been inaugurated. Thus, while the effects
of the panic of 1873 were deep-seated and pro-
longed, their ramifications could not be traced as

thev can be to-day.

- I

What, then, are the significant facts in relation
to the recent panic? In the first place, the big,
bald fact that stands out before all others, is that
the entire corporate capitalization of the United
States, of a par value of approximately $34,000,-
000,000, underwent a shrinkage, in but twelve
months’ time (from November, 1906, to November,
1907), of more than $10,000,000,000. That is, the
market values of the great mass of securities, rep-
resenting ahout 60 per cent of the entire commer-
c¢ial and industrial life of the nation, melted away
in one short year from about $34,000,000,000 to
less than $24,000,000,000; a net shrinkage of over

30 per cent.

This Ten-Billion-Dollar shrinkage is greater by
over 100 per cent than the entire wealth of the
nation only seventy years ago. It is greater in
amount than the total capitalization of all the rail-
roads a decade ago; it is more than double the
amount of all the money (gold, silver or paper)
in circulation in the country to-day; it is equal to
the total amount of the funded debts of England
and France combined, and is ten times the amount
of our own national debt. In the steam railroad
ficld alone, we find that the slump in prices
reached over $4,400,000,000, and that the average
shrinkage in the prices of stocks was over 43 per
cent, with a decline in bonds averaging, during the
same period, about 16 per cent. Among the in-
dustrial enterprises, the fall was equally pro-
nounced. Stocks of this general class underwent
an average drop of about 56 per cent, and bonds
nearly 17 per cent, while in the public utility field
a drop of over 40 per cent was recorded for stocks
and about 15 per cent for bonds.

L]

Turning to the actual figures on which the fore-
going percentages are based, we find the following:
At the high point in November, 1906, the active
quotable steam railroad stocks of the country,
amounting in par value to $3,999,642,000 (out of
a total of $5,279,904,000), were worth, as quoted
in the markets, about $5,208,000,000, while at the
time of the low point in the latter part of 1907
these same stocks were worth, as quoted, only $2,-
935,479,000. That is to say, nearly 76 per cent of
the entire stcam railroad capital stocks of the
country were quoted at over 30 per cent ahove
their average par value in 1906, while the same
stocks were again quoted, only one ycar later, at
more than 26 per cent below their par value; the
fall from the high to the low point in this one year
being no less than $2,272,561,000. Applying these
same averages to the remaining 24 per cent of
more or less unquotable stocks, we get the total
shrinkage of steam railroad stocks alone from $6,-
863,875,000 (the high point in market value in
1906), to $3,907,129,000, a nct loss of $2,956,746,-
000, or more than 43 per cent of the value at the
high point, and 56 per cent of the aggregate par
value.

In the field of steam railroad bonds, we find, by
working out averages on the same basis, that at the
high period in 1906 the total aggregate market
value of all the known steam railroad issues in
this country, was about $9,187,819,000, which was
more than 6 per cent above their average total par
value, the latter being $8,628,553,000. By Novem-
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ber, 1907, the figures covering this class of honds
had shrunk to about $7.715,641,000, a decline from
the high point of 16 per cent and from the par
value of over 10 per cent.

The same method of analysis applied to the in-
dustrial field discloses a shrinkage in stocks from
a high value in 1906 of $8,949,701,000, to a low
value in 1907 for the =ame stocks of $5,309,738,-
000; applied to industrial bhonds it discloses a
shrinkage for the same period from $2,163,916.000
in 1906, to $1,843,240,000 in 1907. And in the
public utility field (electric tractions, gas and elec-
tric light, telephone, telegraph industries, ete.),
the decline in stocks is represented by a fall from
an average high point in 1906 of %3,743,591,000,
to an average low in 1907 of $2,297,204,000; the
decline in bonds in this same field being from a
high figure of $3,266,670,000 in 1906, to $2,300.-
200,000 in November, 1907.

*+

Joining the total figures of the three great
classes of industry which go to make up such a
large part of the wealth and material life of the
nation, we have the net result, demonstrating an
aggregate decline in stocks from a market value
in 1906 of about $19,557.16%,000,toa market value
at the end of 1907 of about $11,516,071,000, a
total fall of $8,041,096,000. And in total honds
of the three classes a total market value of about
$14,618,405,000 shrunk to about $12,359,081,000,
a fall of $2,259,324,000. Thus it will be seen that
stocks and bonds together underwent a total aggre-
gate shrinkage of about $10,300,420,000, of which
about 80 per cent has been in stocks and 20 per
cent in bonds,

IIT.

To the thoughtful citizen the remarkable facts
brought to the light by this analysis should have
more than passing significance.  Certainly they
mean one thing, and that is, that a large propor-
tion of our hoasted national wealth is of an ephem-
eral or speculative nature. Bonds and stocks are
the evidences or certificates of ownership in prop-
erty rights or privileges, and the market quotations
of thesze evidences or certificates are, in general,
the reflectors of the value of the property rights
or privileges. That, therefore, there is an enor-
mous element in the “value” of these rights and
privileges which is not necessarily permanent nor
substantial, and which can, for special reasons, dis-
appear like the morning mist, should be apparent
to every thinking man. As hax been shown, this
“value,” whatever it is, apparently represents near-
Iy one-half of the total “value™ of all the property
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rights and privileges in question. That is, some-
thing like 40 per cent of the market value of all
stocks in this country in the three great lines of
industry which we have analyzed, and about 16 per
cent of the market value of the bonds, have been
reflecting, in their great rises of a few years ago,
a vast inflation in the value of property rights and
privileges which is not substantial or permanent,
and is essentially ephemeral and speculative in
character.
*

Now what is this enormous speculative element
which we find so clearly reflected in the prices of
corporation securities? The Census figures which
were referred to at the beginning of this article,
will, T think, shed some light on this matter. We
found that probably about one-half of the total
national wealth reported in 1904 was made up of
realty values. Realty values are essentially reflect-
ors of all other values. That is to say, productive
industry, while creating wealth directly through
the manufacture and distribution of goods, the
application of labor and capital to the soil, and
so forth, also invariably creates, in direct ratio to
its own wealth-creating capacity, an increment of
value to realty. This latter value is of a spon-
tancous nature, of course, and responds accurately
to commercial and industrial conditions. With
the growth of population at a given center, it ex-
pands.  With the shrinkage of population or gen-
eral wealth, it declines. Wherever commercial or
industrial development is greatest or the comforts
and refinements of civilization are present, it ex-
pands: good government, the presence of good
educational facilities, a high standard of civie vir-
tue, the presence of good churches and other public
institutions, good roads—all these have the effect
of expanding realty values. Improvements in
transportation and communication, the erection of
handsome and commodious public buildings, the
development of improved facilities for rapid tran-
git, the expansion of public library systems, the
growth in popular use of newspapers and maga-
zines, and the general education of the masses in
all channels—such things are all reflected (in a
hroad sense) in the growth of realty values.

On the other hand, such things as set-backs in
general business, commercial and financial calam-
itv and other material distress; political agitation
and legislation inimical to certain lines of effort—
these cause a contraction of realty values. If the
population of a given locality is declining in num-
her or in character, real estate will fall in price;
if a railroad ceases giving good service or cuts off
communication with a given point, the realty val-
ues fall at that point.



June 12, 1908. -

The great bulk of the speculative value in stocks
and bonds is simply the capitalization of realty
values, either direct or indirect. This is true of
the railroad field, where probably nearly half of
the prices represented in the outstanding securitics
is value of the right-of-way, terminal sites, advan-
tages of location, etc.—all realty values. In the
public utility field it is the same. The franchises,
ordinances, or private rights-of-way, all more or
less exclusive, are largely capitalized, and are
realty values. In the industrial and transportation
and commercial fields, the locations, the more or
less exclusive rights given in a territory, such as
those conferred by tariffs, and so forth, are realty
values.

But the fact that these realty values appear, and

rise and fall as a result of the growth or decline
of actual wealth-producing industry and general
development of society in a given community, does
not in itself account for the greatly fluctuating
and wildly speculative nature of these values, such
as was reflected in the prices of stocks and bounds
under last vear's astonishing shrinkage. There is
a further fact. It is this. The realty values, as
distinguished from all other values, are created
without labor or capital; that is, in the ordinary
sense.  To produce $1,000 worth of shoes a man
must invest capital and supply labor. either his
own or that of someone else. On this $1,000 worth
of goods he may make for himself a profit of $200.
But if he can let someone else in his town build
up the shoe business, while he supplics the realty
on which that shoe business is to be built up, he
may fare far better than the shoe manufacturer.
The real incentive, then, for every man who can
command the means and devise a method, is to
acquire or control some sort of realty value. This
creates an abnormal demand for this sort of value
at all times, and thus the speculative, or inflated,
element in it is subject to constant expansion and
change, with, at times, sudden and unexpected con-
traction. The periods of expansion are usually, in
a growing country like ours, of comparatively long
duration : so long. in fact, that the inflation always
takes on an, appearance of genuineness and sub-
stantiality, and even the less venturesome and the
cautious begin to turn their attention to it. This
has the patural effect of diverting more and more
capital and legitimate effort from other quarters to
the speculative fields, and the bubble of inflation
grows and grows, until finally it becomes unwieldy
and the cataclysm follows. This is what happened
last vear, and it i8 exactly what has happened in
‘-\-er‘{- panic and depression that this or any other
civilized country has undergone.
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This fundamental fact, which is the real cause
of all panics, industrial or financial, is nowhere
more clearly exemplified than in the stock markets.
Here we sce two diztinet classes of securities con-
stantly dealt in, and two classes of buyers and
sellers.  The high-grade securities, such as most of
the first mortgage bhonds, many preferred stocks,
and so forth, represent the ordinary, substantial,
lahor-created property values and are sought for by
the conservative and careful. There is little or no
speculation in these securities.  But when we turn
to the less stable and less secure stocks and honds,
the fever of speculation is ever present.  Here we
find that vast army who wish to get rich quick;
who seek to avoid irksome effort and try to make
short cuts to wealth and opulence.  During periods
of general and prolonged inflation of realty values
throughout the country, this army of speculators
swells in size and advances in daring; the “bull
market™ which is on, carries all before it; even the
timid and cautious begin to flock to the Street,
until finally, just at the culmination, everybody,
almost, makes a grand rush to “get aboard,” and
then—the deluge!  All of which is simply a con-
crete reflection of what is actually going on in all
parts of the country and among practically all
classes of people who have the wherewithal to take
advantage of one or other of the many “opportuni-
ties”™ which every period of inflation is sure to
hring.

*

When- the final and permanent solution of the
“watered stock™ and allied questions in this coun-
try is reached, it will doubtless involve a general
recognition. now more or less hazy in the public
mind, of the spontaneity of realty values (employ-
ing the term in its broadest sense) as the basic
cauze of all periods of speculative mania and gen-
eral inflation.  Measured in the field of corporate
activity alone, we have found that the recent in-
flation ecasily exceeded ten billions of dollars, prac-
tically all of which was swept away in a much
shorter time than it took to create it.  If we could
apply the same measurement to the shrinkage in
property rights or privileges held outside of the
corporate fold, we might find figures equally great
as affecting the unincorporated wealth of the na-

tion:
JOHN MOODY.

*+ * *

A great deal of charity is an admission of guilt.—
The Silent Partner.

*+ * *+

We lose our health gaining wealth, then we spend
our wealth gaining healtt.—Commonsense, of Cleve-
land.
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