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Contract Air Mail Service
In Part 1 we looked at how Air Mail Service began, how Contract Air
Mail Service was established and the startup of CAM-5 under Varney
Air Lines. We saw that the Government received revenue for air mail
on a piece basis. In turn, under its contract Varney Air Lines was
compensated with 80% of the revenue received by the Government.
So with a piece basis for Government revenue Varney’s compensation
was also on a piece basis.
As long as this basis for compensation existed Varney didn’t have much
incentive for things to change. We closed Part 1 indicating two things
did change affecting the basis for compensation.

Contract Air Mail Service
The first came on June 3, 1926 with approval of an amendment to the Air
Mail Act of February 2, 1925. The most direct impact to Varney was that it
changed the compensation to air mail contractors from a piece basis to a
total weight basis:
…contract for the transportation of air mail…at fixed rates per pound…not exceeding $3
per pound for the first 1000 miles…Existing contracts may be modified…to provide for a
fixed rate per pound…by multiplying the rate herein…by a fraction, the numerator of
which is the per centum of revenues derived from air mail to which the contractor was
previously entitled under the contract, and the denominator of which is eighty.

The US Post Office assumed it would still make a profit on contract air mail
service. Under existing rates of postage (10 cents per ounce or fraction
thereof), the revenue from air mail flown on a contract route was figured to
be about $4 per pound—40 letters per pound at 10 cents per letter.

Contract Air Mail Service
The US Post Office announced on July 8th (PB 14124) that payment to
Varney Air Lines would be placed on a weight basis effective July 9th.
Because Varney had contracted for compensation at 80% of the
revenue received by the Government and because CAM-5 comprised
435 route miles, Varney Air Lines would be compensated at $3 per
pound of air mail flown.

Contract Air Mail Service
The second change came on December 28th, 1926 when the US Post
Office announced new rates of postage for air mail (PB No. 14268):
Effective February 1, 1927…The rate of postage on mail carried by airplane on
either Government-operated or contract air mail routes, or on both, shall be 10
cents for each half ounce or fraction thereof, regardless of distance.

This change was intended to reduce the cost to the public for air mail
service significantly resulting in an increase in its use—even if the US
Post Office provided the service at a loss.

Contract Air Mail Service
As shown previously, the revenue assumed for air mail was $4 per pound.
For each contract air mail route on which that mail was flown the
Government had to provide the contractor compensation at $3 per pound.
Additional cost for the air mail was incurred if that pound of mail was also
flown on any Government-operated route—the entire air mail service was
contractor operated starting September 1st, 1927. The assumed revenue
would probably not cover the cost to the Government for that pound of air
mail.
And the US Post Office did realize the anticipated losses. In fiscal year 1928
(July 1st, 1927 to June 30th, 1928) air mail service revenues were estimated
to be $3,640,000. Expenditures were $4,042,777. The Government realized
a $402,777 loss—only 90% of the air mail service cost was covered by
revenues.

Varney Airgram
These two changes established a situation in which Varney could come up
with a way to increase the compensation paid to his airline. He thought as
follows:
• Varney Air Lines received compensation for air mail service at $3 per pound.
• The Government assumed on average this was 40 letters.
• If the weight of a letter could be increased to 0.5 ounce, the weight of 40 letters
would be increased to 1.25 pounds.
• If Varney could provide a blank letter of some sort for the public to use that weighed
0.5 ounces and it was used for all letter correspondence, the compensation owed to
Varney Air Lines would be $3.75 for 40 of these “letters”—a 25% increase.

Needless to say something would have to give to allow Varney Air Lines a
25% increase in compensation. And that something would be the profit
realized by the Government—it would drop from $1 for 40 letters to $0.25
for 40 Airgrams flown on CAM-5 and any other contract air mail route.

Varney Airgram
Varney may have used a US postal stationary item first issued in
August of 1861 as a conceptual model for his blank letter—the letter
sheet (Scott #U36).
Here we see a preprinted specimen of US letter sheet (Scott #U293)
first issued on August 23rd, 1886 and withdrawn June 30th, 1894.
Fully opened, the inside is shown at far right.

Varney Airgram
Varney developed the Varney Airgram as the 0.5 ounce blank letter he intended the public
to use for air mail letter correspondence. The front of the early design was horizontal in
nature.

Note the “PLACE FIVE TWO CENT STAMPS OF EQUIVALENT” printed on the front—this
covered the 10 cent rate of postage for the 0.5 ounce weight of the Airgram. Also note the
1927 date on the back. Design and production of the Varney Airgram would have started
after December 28th, 1926.

Varney
Airgram
The inside of
the Airgram
provided a
writing area
that was 9
inches wide
by 16 inches
long.
Instructions
for use are
seen on the
adhesive flap.

Varney Airgram
Folding and sealing the Airgram was done in three steps.

Varney Airgram
As we look at usages of Varney Airgrams we will see some variations in
the design. These include the trade mark, Varney’s name and the date.
It also includes annotations like Straight To The East (with and without
an arrow), From The Pacific Northwest, Via Air Mail and Please Answer
Via Air Mail. I consider these to be minor variations to the major
horizontal design. Later in 1929 we will see what I consider to be a
second major design. One day I may take on trying to develop a catalog
of what I see as two major designs with several different minor
variations.

We will also see Varney Airgrams used as a platform for recognizing
various events through special printing of event related designs and
information both on the outside and inside of the Airgram.

The best I can
determine the
Varney Airgram was
introduced for use
with a special
printing
commemorating the
7th Annual National
Air Races and Pacific
Coast Air Derby—
both events
terminating at
Spokane,
Washington on
September 21st,
1927.
I have one with a
Walla Walla October
25th, 1927
cancellation that was
used as a letter
addressed from
Lowden, Washington
to the Panama Canal
Zone.

Earliest Usage

Earliest Usage

Earliest
Usage

The 10-cent franking provided for rail service from Walla Walla to Pasco, then air mail service from Pasco to
New York City and finally surface from there to the Canal Zone. This is shown by the transit markings on the
back of the Airgram.

Late 10-Cent per Half Ounce Rate Period

The two 10-cent stamps would have provided air mail service within the US for 1 ounce. Air mail rates from the US to
Canada were not established until August 1st, 1928. Note the purple ink handstamp that indicates this Airgram was
dispatched by train due to no air mail service. Foreign Air Mail Route #2 operated between October 15 th, 1920 and June
30th, 1937 but that was between Seattle and Victoria—not Vancouver.

Contract Air Mail Service
The situation for the US Post Office worsened when rates of postage for
air mail service were reduced to increase the use of the service by the
public. Effective August 1st, 1928 rates were established at 5 cents for
the first ounce and 10 cents for each additional ounce. For fiscal year
1929 air mail service revenues were estimated at $4,250,547 while
payments to contractors totaled $11,169,015—only 38% of the air mail
service cost was covered by revenues.

Five Cent for First Ounce Rate

The franking on this Airgram is confusing. With a cancel date of August 4th the rate for air mail service would have been 5 cents for the
first ounce and 10 cents for each additional ounce. If we assume the Airgram was prepared before August 1st and realizing that it probably
contained an insert because there is no writing on the inside the 20 cent franking would have been appropriate—10 cents for the first half
ounce and 10 cents for an additional half ounce. The fee claimed handstamps on the front and transit markings on the back indicate this
Airgram was provided both air mail and special delivery service. Under the new postage rates that went into effect on August 1st the 20
cent franking would have overpaid the rates for the air mail service (1 ounce at 5 cents) plus the special delivery service (10 cents) that
were provided.

Five Cent for First Ounce Rate

Effective August 14th, 1926 air mail service in the US on articles originating in Canada was only allowed if air
mail fees were paid by US stamps. On August 1st, 1928 the requirement to use US stamps was discontinued
and articles to/from Canada were provided air mail service at the US domestic rate. This Airgram has proper
franking with a Canadian air mail stamp to cover the 5 cent for first ounce air mail service rate.

Unusual Uses of the Varney Airgram

Varney Airgrams were used as event covers and advertising covers—especially at hotels located in the Pacific
Northwest. Although not frequently, they are also seen used as first day covers. This specimen is rare to begin
with just as a first day cover for the Spirit of St. Louis booklet pane issue (Scott #C10a). The 2013 Scott
Specialized Catalogue values it at $800. On a Varney Airgram this first day cover is much more rare (possibly
unique).

Unusual Uses of the Varney Airgram

Varney Airgrams were also carried on Zeppelin flights. This Airgram with Pittsburgh, Pennsylvania cancels
dated October 25th, 1928 was carried on the Graf Zeppelin from Lakehurst, New Jersey across the Atlantic to
Friedrichshafen, Germany. The franking total is $1.06 which overpaid the $1.05 rate for any letter up to 1
ounce to any European address by Zeppelin from Lakehurst to Friedrichshafen.

Unusual Uses of the Varney Airgram

This Airgram with Seattle, Washington cancels dated May 15th, 1929 has a manuscript statement reading “Do
not send by Steamship” at center left. That and the amount of postage provided resulted in the Airgram being
flown under US air mail service to Lakehurst, New Jersey and being held there until being place aboard the
Graf Zeppelin in August 1929.

Unusual Uses of the Varney Airgram

The Friedrichshafen receiver cancel on the back shows the Airgram was flown on the Graf Zeppelin leaving
Lakehurst on August 7th and arriving at Friedrichshafen on August 10th. This was the first leg of a round the
world flight that went from Lakehurst-Friedrichshafen-Tokyo-Los Angeles-Lakehurst-Friedrichshafen shown by
the cachet. The franking on the Airgram exactly made up the $1.05 rate for any letter up to 1 ounce to any
European address by Zeppelin from Lakehurst to Friedrichshafen.

Varney Air Lines
Varney bought six Stearman C3B aircraft to supplement and replace the Swallows. Varney Air Lines
was one of the first operators to use Stearman equipment on their scheduled routes. The aircraft
had a payload capacity of about 445 pounds. The price at the factory was just under $9000.
In 1928 Varney Air Lines revenue from air mail service amounted to $400,000. Expecting even
larger business in 1929, Varney ordered six Stearman Model M2 aircraft.
On March 12th, 1929 Varney Air Lines was incorporated in the state of Delaware. The corporation
went public with the sale of 100,000 shares of stock.
On September 15th, 1929 Varney Air Lines initiated air mail service under a contract with the US
Post Office for Contract Air Mail Route 32. This route extended service from Pasco to Spokane and
Portland, then on from Portland to Tacoma and Seattle. Bad weather resulted in depressed air mail
traffic on this new route, but Varney Air Lines revenue from air mail service on CAM 5 was $700,000
in 1929.

Contract Air Mail Route 32
First Flight Cover

Contract Air Mail Route 32 First Flight Cover

This Airgram was posted on August 26th, 1929 as evidenced by the first Spokane cancel.
Note the purple ink handstamp—the sender requested it be held for the CAM 32 first
flight. The second Spokane cancel and cachet show the Airgram was flown on that flight.

Contract Air Mail Route 32 First Flight Cover

This Airgram addressed to Bombay, India was carried on the CAM 32 first flight from Seattle and then, based on the sender’s
annotation, appears to have been carried on the flight from London to Karachi, India. This would not have been the first flight of the
Imperial Airways service—that took place on March 30th, 1929. A single stamp that is no longer on the Airgram had been used as
franking. The rate would have included 5 cents for US air mail service and 12 cents as a surcharge for surface from New York City to
London followed by air mail service from London to Karachi. The Airgram could have been franked with a 17 cent Woodrow Wilson
stamp (Scott #623) or more likely with a 20 cent Golden Gate stamp (Scott #567) which would have overpaid the rate.

Contract Air Mail Route 32 First Flight Cover

The back of the Airgram indicates arrival in Bombay on October 8th, 1929. Allowing 3 days for surface travel from Karachi to Bombay,
7 days for the flight from London to Karachi, 5 days for the surface transit of the Atlantic between New York City and London, and
finally 1 ½ days flying time between Seattle and New York City we find a total of 16 ½ days travel time for the Airgram. The arrival
marking date shows an additional 6 ½ days processing, connection and waiting time for the Airgram on this route. Then the Airgram
sat in the Bombay Dead Letter Office because the addressee was unknown. The Airgram finally returned to the US Postal System on
December 8th, 1932 as indicated by the US P.O. Dept. Division of Dead Letters marking on the far left.

Varney Air Lines
The injection of fresh capital from the public sale of stock in the corporation
permitted Varney to upgrade the planes used by the air line. Boeing Type
40B aircraft first entered service late in 1929. This large biplane had
provision for carrying a combination payload of mail, cargo and two
passengers. Passengers were seated in an enclosed cabin section forward of
the pilot who was still seated in an open cockpit. Although passengers were
isolated, some ingenious pilots devised a speaking tube system to enable
them to talk to them. A payload capacity of over 1200 pounds was
significantly larger than that of the Stearman aircraft. Cost of the Type 40B
was $24,500 at the factory.
Varney Air Lines acquired 13 of these aircraft—more than any other air line.
The increased payload capacity would fit well with the next amendment to
the Air Mail Act of February 1925.

New Varney Airgram Major Design

In late fall of 1929 the Varney Airgram design was modified significantly. The above shows
the front and back. Note the handstamp on the back indicating this specimen is from the
Franklin D. Roosevelt collection.

New Varney Airgram Major Design

Later versions of the new design had the statement “Air Mail From
California” removed, replacing it with “Air Mail” in two locations.

Contract Air Mail Service
On April 29th, 1930 an additional amendment to the Air Mail Act of February
2, 1925 was approved. This amendment was called the Watres Act. The
most direct impact to Varney was that it changed the compensation to air
mail contractors from a total weight basis to a reserved volume basis:
…contracts for the transportation of air mail…at fixed rates per mile for definite weight
spaces, one cubic foot of space being computed as the equivalent of nine pounds of air
mail, such rates not to exceed $1.25 per mile: Provided, That where the air mail does
not exceed twenty-five cubic feet or two hundred and twenty-five pounds, per
trip…award a contract…at a rate not to exceed 40 cents per mile for a weight space of
twenty-five cubic feet, or two hundred and twenty-five pounds.

The reserved volume basis related payments to space reserved for mail
rather than the actual volume of mail, and hence pay could be received
whether any mail was carried or not.

Contract Air Mail Service
On May 1st the Postmaster General placed the first rate formula into
effect. The formula consisted of two sets of variables. The first had to
do with the mail load contracted for—the greater the space-weight
under contract, the greater the compensation:
200 pounds, 12.5 cubic feet of space……………….55.0 cents per mile
400 pounds, 25.0 cubic feet of space……………….65.0 cents per mile
750 pounds, 47.0 cubic feet of space……………....75.0 cents per mile
1000 pounds, 62.5 cubic feet of space………………85.0 cents per mile
1250 pounds, 78.0 cubic feet of space……………...90.0 cents per mile
1600 pounds, 80.0-100.0 cubic feet of space…….92.5 cents per mile
2000 pounds, 125 cubic feet of space……………….95.0 cents per mile

Contract Air Mail Service
The second set of variables represented two classes, the first associated with the physical
conditions of flight and the second associated with the type of equipment used in flying the mail:
Night flying….15.0 cents per mile
Bad terrain…….2.0 cents per mile
Fog…………………2.5 cents per mile
One-way radio…….3.0 cents per mile
Two-way radio………6.0 cents per mile
Capacity for 2-5 passengers….1.5 cents per mile
Etc.

The Post Office didn’t fare well under the new approach in establishing compensation for flying the
mail. In fiscal year 1931 the $15M appropriation for air mail service was exceeded by $3M.

Varney Air Lines
Varney didn’t stay in the air mail business long enough to determine how well his
airline would do under the new rate formula for compensation. On June 30th, 1930
he sold Varney Air Lines to United Aircraft Corporation for $2M. It became the
Varney Division of the United Air Lines group. On September 30th, 1933 the Varney
Division was absorbed completely into Boeing Air Transport, the primary
component of the embryo United Air Lines.
His decision was probably correct. Post Office statistics show United Air Lines was
paid $42,954 for air mail service in the month of January 1934 provided on the
combined Salt Lake City-Portland route. This approximates the combined CAM 5
and CAM 32 routes. It represents annual contractor compensation of about $500K.
In 1929 Varney Air Lines had received $700K for air mail service provided on the
CAM 5 route by itself.

Varney Airgram
The establishment of a reserved space basis for determining air mail
service contractor compensation removed the driving force behind
creation of the Varney Airgram.
Even though Varney himself no longer produced them, the Varney
Airgram in both major designs had been saved by people over the
three years they had been printed and made available to the public. I
have found examples of the Varney Airgram used for quite a few years
after Varney sold his airline in June 1930.

Latest Use of the Diagonal Design Type Varney Airgram

The above specimen is the latest use of the second major design type Varney
Airgram in my collection.

Latest Use of the Horizontal Design Type Varney Airgram

The above specimen is the latest use of the first major design type Varney
Airgram in my collection.

Varney Airgram Copy Cats
Even while they were actively being printed and distributed by Varney, the
novelty of the Varney Airgram idea caught the attention of others who
copied it for their own use. One of these is shown below.

Varney Airgram
Copy Cats
The inside printing and
insert of this copy cat
Airgram was quite
elaborate.

Varney Airgram Descendants
On March 30th, 1929 Imperial Airways inaugurated the first through air mail
service between London and Karachi. The rates varied from 2 ½ d per half
ounce for letters addressed to Egypt and Palestine up to 6 d per half ounce
for those addressed to the Gulf Ports and India.
From the start it was essential, if a maximum number of letters were to be
carried by aircraft which had marginal payload on long-range flights, that a
small, lightweight letter form should be provided for use—just the opposite
consideration that Varney had when he developed his Airgram.
On June 29, 1930 Guatemala issued the world’s first Official Air Letter Sheet
to announce a new interior air mail service. Like the Varney Airgram, this Air
Letter had no franking value—it would be considered a formulary
aerogramme.

Varney Airgram Descendants
During 1932 Air Orient performed experimental flights to determine the
feasibility of changing their Far East terminus from Saigon to Hanoi. At the
same time the Aerial Transport Company of Siam was planning to operate an
air service from Rangoon to Hong Kong in conjunction with the Far Eastern
Aviation Company Limited. The Siamese company was to be responsible for
the Rangoon to Hanoi sector and the Far Eastern Aviation Co. for Hanoi to
Hong Kong.
In August of 1932 a lightweight form bearing the name “Air O Gram” was
devised by R. B. Jackson of the Aerial Transport Company of Siam for use on
the Air Orient services between the Far East and Europe. The form had no
franking value, stamps had to be added to it to pay postage. It would also be
considered a formulary aerogramme. The form did not come into general
use until early in 1933.
This is considered to be the forerunner of the aerogramme.

Aerial Transport Company of Siam
Air O Gram

Front

Back

This specimen was flown by Imperial Airways rather than the Aerial Transport Company of Siam. In September of 1933 Imperial Airways extended
their service from Calcutta, India to Rangoon, Siam. Then in December Imperial Airways extended their service from Rangoon to Singapore by way of
Bangkok. This Air O Gram was posted in Bangkok on the November 24th, 1934 and arrived in Calcutta on November 29th.

First US Aerogramme

Front
Back
The US issued its first aerogramme in 1947. The 10 cent franking paid the foreign postage rate for the
letter sheet.

First US
Aerogramme
Looking at the
inside we see it
is folded and
sealed the exact
same way as the
Varney Airgram.

Varney Airgrams
Conclusion
So we see that, beyond being a significant part of Pacific Northwest philatelic history, the
Varney Airgram may have served as a model for development of the aerogram. Even
though the purpose of the Varney Airgram was to increase revenue accrued by Varney Air
Lines by increasing the weight of individual letters posted for air mail service while the
purpose of the aerogram was to reduce the weight of individual letters posted for air mail
service.
As with Part 1, I’m dedicating this program to Howard Ness (Spokane Club) who introduced
me to the Varney Airgram. His clothesline presentation of his Airgram collection given at
the Moses Lake Philatelic Symposium quite a few years ago sparked my interest in them.
My interest resulted from their connection to CAM-5 which I was collecting and
researching. I started to accumulate them. That accumulation has grown enough to result
in this study of them. My next project will be to design and build a multi-frame philatelic
exhibit that presents what I have learned about the Varney Airgram. A follow-up project
will be to write a philatelic book presenting an illustrated story and preliminary catalog of
the Varney Airgram.

