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EMERGENCY TARIFF.

THURSDAY, JANUARY 6, 1921.

UN1TED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C.

The committee met, pursuant to call, at 10.30 o’clock a. m,, in
room 310, Senate Office Building, Senator Boies Penrose presiding,

Present: Senators Penrose (chairman), McCumber, Smoot, La
Follette, Dillingham, McLean, Curtis, Calder, Sutherland, Simmons,
Williams, Thomas, Jones, Gerry, and Nugent.

The committee thereupon proceeded to the consideration of the bill
(H. R. 15275), an act imposing temporary duties upon certain

‘agricultural products to meet present emergencies, to provide revenue,

and for other purposes, which is here printed, in full, as follows:

Be it enacted by the Senate and House of Representatives of the United States of America
tn Congress assembled, That on and after the day following the passage of this Act, for
the period of ten months, there shall be levied, collected, and paid upon the follow-
ing articles, when imported from any foreign country into the United States or into
any of ite possessions (except the Philippine Islands, the Virgin Islands, and the
islanc%s of Guam and Tutuila), the rates of duty which are prescribed by this sevticn,
namely:

- 1. Wheat, 30 cents per bushel.

2. Wheat flour and semolina, 20 per centum ad valorem.

3. Corn Corn or maize, 15 cents per hushel of fifty-six pounds.

4. Beans, provided for in paragraph 197 of the act entitled ‘‘ An act to reduce tariff
duties and to f)rovide revenue for the Government, and for other purposes,’” approved
October 3, 1013, 2 cents per pound.

5. Peanuts or ground beans, 3 cents per pound.,

6. Potatoes, 2b cents per bushel of sixty pounds.

7. Onions, 40 cents per bushel of fifty-seven pounds. .

8. Rice, cleaned, 2 cents per pound; uncleaned rice, or rice free of the outer hull
and still having the inner cuticle on, 13 cents per pound; rice flour, and rice meal,
and rice broken which will puss through a number twelve wire sieve of a kind pre-
scribed by the Secretary of the Treasury, one-fourth of 1 cent per pound; paddy, or
rice having the outer hull on, three-fourths of 1 cent per pound,

9. Lemons, 1} cents ger pound.

10. Oils: i’eanut, 26 cenis per gallon; cottonseed, coconut, and soya bean, 20
cents per gallon,

11, Cattle, 30 per centum ad valorem.

12. Sheep: One year old or over, $2 per head; less than one year old, $1 per head.

13, Fresh mutton and lamb, 23 cents per pound. .

14, Gotltzon having a staple of one and three-eighths inches or more in length, 7 cents

r pound.
pel . Manufactures of which cotton of the kind provided for in p ph 14 is the
component material of chief value, 7 cents per pound, in addition to the rates of duty
imf)osed thereon by existing law.

6. Wool, commonly known as clothing wool, including hairof the camel, angormat,
and alpaca, but not such wools as are commonly known as carpet wools: Unwashed,
15 cents per pound; washed, 30 cente per pound; scoured, 45 cents per pound. Un.
washed wools shall be considered such asshall have been shorn from the animal without
any cleaning; washed wools shall be congidered such as have been washed with water

' s
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only on the animal’s back or on the skin; wools washed in any other manner than on
the animal’s back or on the skin shall be considered as scoured wool. On wool and
hair provided for in this paragraph, which is sorted or increased in value by the re-
jection of any part of the origina fleece, the duty shall be twice the duty to which it
would otherwise be subject, but not more than 45 cents per l)ound.

17. Wool and hair of the kind provided for in paragra;;lh 6, when advanced in ang
manner or by any process of manufacture beyond the washed or scoured condition, an
manufactures of which wool or hair of the kind provided for in par?aph 16 is the
component material of chief value, 45 cents per pound in addition to the rates of duty
imposed thereon by existing law.

Ec. 2. The rates of duty imposed by section 1 (except under paragraphs 15 and 17)
in the casp of articles on which a rate of duty is imposed by existing law, shall be in
lieu of such rate of duty during the ten months’ period referred toinsectionl.

Sec. 3. After the expiration of the ten months’ period referred to in section 1, the
ratee of duty upon the articles therein enumerated shall be those, if any, imposed
thereon by exis ing law.

Sec. 4. The dutics imposed by this act shall be levied, collected, and puid on the
same hasis, in the same manner, and subject to the same provisions of law, including
penalties, as the duties imposed by such act of 1913,

Passed the House of Representatives December 22, 1920,

Attest: .
Wu, TYLER PAGE, Clerk.

The CuairmaN. We have met this morning to hear gentlemen who
appear in relation to the consideration of H. R. 15275, which has
been referred to this committee.

Mr. Hagenbarth, do you desire to proceed now?

Mr. HacgeEnBarRTH. Yes, sir,

The Cuairman. If you will proceed, then, Mr. Hagenbarth, the
committee will be very much interested in what you have to say.

STATEMENT OF MR. F. J. HAGENBARTH, SALT LAKE CITY,
° UTAH, ON BEHALF OF THE WOOLGROWING INDUSTRY.

Mr. F. J. Hagexsartu. I am appearing here, Mr. Chairman, on
hehalf of the woolgrowing industry. I am president of the National
Wool Growers’ Association and the executive officer of the National
Live Stock Association. I will try to make my statement as brief
as_possible.

I would like to have the committee understand distinctly at the
outset that the woolgrowers are not here pleading for profit. We
are simply pleading for preservation, and hope to make a showing
that will convince this committee that conditions have reached a
Qoint now in the woolgrowing and she%-breeding industry, in the
Northwest particularly, and in the great West, west of the Mississippi
River, where we are not only facing liquidation, but we are actually
in the process of liquidating our breeding herds, our ewes; the source
of our future wool and meat supply are going to market in order to
liquidate the expenses and the Josses that have been incurred during
the last three years in this business,

There has been a general supposition that the wool men, in com-
mon with many other industries of this country, during the war
made a tremendous amount of money. I am sure certain membors
of this committee will remember that when the war broke out the
wool men were called to Washingtoii in 1918 by the Council of
National Defense and asked to turn their wool over to the Govern-
ment of the United States on the plea that it was a war necessity,
that there was no shipping, and that the Government needed the
wool. The woolgrowers did this, and they not only did it, but they

L >
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based their prices on which wool was turned over to this Government
on the prices obtaining July 30, 1917, going back & year. In the
meantime costs continued to advance..

Senator Lo ForLLrErTE. What were the wool prices in 1917 ?

Mr. HagenBarTH. The average grice to the grower in 1917 would
average around 50 cents a pound, Senator. They were about 18 per
cent higher in 1918 at the timne this agrecement was made with the
Government. .

Now, by doing that the wool growers shut themselves out from the
possibility of making any excessive war profits or building up a surplus
to take care of the shock which subhsequently came about. Tt might
have heen very poor business, but it was at least good citizenship.
And it is a fact that this was done.

In the following year, after the armistice was declared, we found
the Government with about 400,000,000 pounds of wool on hand.
The Government entered into the market as a competitor with the
woolgrowers in the sale of its surplus products, so that the prices in
1919 that were obtained were not excessive.

I think you will find in the report of the Tariff Board, if those
figures are available, that the cost of production of wool in the West
amounted to from 45 to 48 cents a pound, after making all proper
prﬁdits for the sale of the mutton and by-products pertaining to the
industry. .

Senator La Forrerre. Did you state the price that was realized
in 1915?

Mr. Hagenparru. The price that was realized in 1919 varied,
Senator La Follette.

Senator LA ForLrerre. Do you know what the average was?

- Mr. HaceNBarTH. The merino wools brought very good prices.
The average, perhaps, would be around 60 cents per pound. But
unfortunately the lower-grade wools, through a peculiar circumstance
which was caused hy the Government initially, brought very low
prices: in fact, some of those wools were unsalable. '

I would like to know, Mr. Chairman, how much time this committee
is going to allot, because if these questions are going to be answered
intelligently and fully, I would have to he governed by the time

 allotted.

The Cuamrman. Well, Mr. Hagenbarth, you are perhaps just as
much interested in brevity as the committee is.

Mr. HacensarTi. I want to be brief, but at the same time [ want
to answer fully and intelligently questions that are asked by members
of the committee.

. The CuairMan. The committee is anxious to have this bill re‘mrted

to the Senate and passed at this session, if possible, and the longer
the hearings are prolonged the more difficult it will be to pass the
measure. ,

Mr. Hagenparrn, I might state briefly, in answer to your ques-
tion, Senator La Follette, so that it will be understood, that the
Government served notice on the wool manufacturers and others,
that wools suitable for soldiers’ uniforms would be used by the
Government, and the very fine merino wools in this country were to
be used for civilian use only, together with the shoddy and other
substitutes. The manufacturers accordingly adjusted their machine
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ery for the use of fine merino wool, and they developed styles and
developed a large trade for these fine merino wools, with a great
deal of competition in those fine merino wools for civilian use,

When the war was over and the Government began canceling its
orders for soldiers’ uniforms, etc., there was a large stock of coarse
three-eighths wools and quartor-biood wools and other wools thrown
on the market for which there was no demand, owing to the fact
that styles and everything else had been arranged for the fine merino
wools, Those wools sold down to very, very low prices, as low as,
for example, 20 cents per J)ound for quarter-blood wools which cost
45 cents per pound to produce. ‘

Now, the emergency feature of this is what I presume this com-
mittee is intorest . 'n. We aro not here to discuss economic prin-
ciples of tariff; we are not writing a tarifl, as 1 understand, at this
time, at all. It is an emergency measure that is being considered,
and it is our plan to show the emcrgency.

Now, the wool industry in this country, in common with all
industries, is suffering from poor credit and mighty poor markets,
poor consumptive (l)ower ; the mills that would consume our product
are shut down, and we have all the other evils that are afflicting the
economic body of the country. But what we want to call your
attention to particularly is a condition that is not entering into the
situation of any other industry, and that is the physical condition
that has entered into this problem, which I will explain to you.

In the winter of 1918<19 the West was visited with a drought, all
the western country, and the Northwest, resulting in very light
snowfall. The largest rivers in the West failed to give their usual
supply of water. 'The Snake River in Idaho, the greatest irrigation
stream in the world, not excepting the Nile, was so low that women
and children would walk across the river in order to say in future
years that they had done so. That resulted in a 50 per cent loss
in the hay crop: sugar beets, grain, and crops of all kinds were reduced
by about 50 per cent throughout that country. And all during the
summer of 1919 there was not one drop of rain, until the latter part
of September. And at that.time all the accumulated moisture that
had failed to come before began falling, and in October we were in the
midst of winter. And that winter continued for seven solid months,
In October there was 2 feet of snow over a great area in the West and
the Northwest, and whereas we usually figured on feeding for 90 days
as the extreme maximum, we fed at that time for as much as 7
months, owing to the light crop of hay, which, as I previously said,
amounted to only about 50 per cent of the usual hay crop, and so the
hay went up in price from $4 a ton to $30 a ton, the averago price
being from $20 to $25 a ton. Cottonseed meal was shipped in from
Texas and Oklahoma to save that stock, which cost us as high as
$100 a ton, or 5 cents a pound, and you men who know cottonseed
meal know what that means. Corn cost about $90 a ton delivered
to the railroad stations. In addition to that, we had the extra cost
of taking it out. Now, I am citing all these details so that you gen-
tlemen will understand the statements I am going to make.

The live-stock men had to take one of two horns of this dilemma.
He either had to refuse to feed his live stock and lose them entirely
through starvation, or he had to go to nis bank or his cattle-loan
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company and mortgage his farm or his ranch and borrow money to
buy this feed with, or he had to ship his stock down to Texas, New
Mexico, or Arizona by rail, a country where they had good feeding
:ﬁndltlgns, and winter his stock there and ship them back again in

e spring,

Most, o% them chose taking a chance on buying the feed and mort-
gaging their live stock. We came out of that winter with mortgages
on sheep averaging $9 a head throughout the entire West. That is
unbelievable, but it is so; and the value of those sheep to-day is not
that great, and there is going to be a loss not only to the growers
but to the banking structure of that country that will be unparal-
leled unless something can be injected into this situation to stabilize
values. The banks never can liquidate these loans under present
market conditions, and you will understand that when I tell you
that ewes that are mortgaged at $9 a head are shipped down to
Chicago, and if you get a dollar and a half a head for them you are
getting a big price. ‘

Ewes welghing 93 pounds—and those of you who know sheep know
that a 93-pound ewe is a ewe in good, fat, fleshy condition—have
sold as low as 33 cents a head.

Senator NUGENT., Excuse me a moment, Do you mean 33 cents
a head net to the grower?

Mr. HaoenBartH, Thirty-three cents net a head to the grower;
yes, sir. Those sheep were shipped from Rock Springs, Wyo., by
the Rock estate. They struck the market at a time when there was
no demand. There was so much of that stuff coming in for liquida-
tion purposes that the market could not absorb it.

Senator NuaeNT. Well, isn’t it true that the freight charges and
the commission charges, etc., amounted to somewhere in the neigh-

"borhood of $5 per head on those sheep ?

Mr. HagenBarRTH, Well, hardlir that much, .

The CHAIRMAN. Mr. Hagenbarth, would this bill materially benefit
that condition ?

Mr. HagenBaRTH, It would, Mr. Chairman. .

Senator SmMooT. It would at least stabilize the market and give
you a market that you haven’t got now? L.

Mr. HagENBARTII. Yes, sir. Now, leading up to that question, if
the chairman will permit before I answer your question I would like
to state two other facts. .

The CuatrMaN. We want all the information we can get. .

Mr. HageEnBARTH, Now, I realize that no business has got a right
to come here to Congress and ask for help under ordinary circum-
stances. If we had an ordinary change of administration, under
ordinary circumstances, I feel that the wool industry, or any other
industry, could wait in an orderly manner until in its wisdom Con-
gress passed such tariff measures or any other acts as fit the circum-
stances, But we have an emergency here that demands immediate
action. We are discussing the question of a man who is out in the
water and has sunk twice and is about to go down for a third time
whether we will throw him a plank to save him temporarily unt;i
the boat comes along, or whether we will say to him, ‘‘Wait until
the boat comes.”
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Now, following this winter, in the spring, wool will have absolutely
no value. And I mean what I say when I say that.

Senator NuGeNnT. Why ?

Mr. HagenBarTH. You could not sell the wool.

Senator NugeNT. Why ¢ .

. Mr. HagenBarTH. Well, that opens uﬁ)aa %retty broad discussion,
One of the reasons, in my judgment, is that the Federal reserve bank
officials, and Mr. Houston and others, very wisely, I think, engaged
in a process of deflation. They sent out word that no more credits
should be allowed for handlin% certain speculative commodities, and
wool was specified as such. They do not propose to furnish money
for men to buy wool which they will then hold for high prices, but
they forget the fact that money has to be furnished for handling wool
as a crop. The wool dealers, and even the men that take the wool on
consignment, could not find the funds, at least they told us they
could not find the funds, for the pu%ose of financing the wool cros,
and there is wool to-day out in the West lying in the shearing sheds
that has not been moved at all, and we are utterly unable to move it,
we are unable to get even advances on it from consignees.

Now, wool is not sold altogether right off the sheep's back, or from
the shearing bin. A great amount of it is sent on consignment.
Certain advances are made by the consignee, and the consignee sells
that during the year as the mills call for it for their manufacturing
purposes. They have told us that they do not have the money to
make these customary advances, and the thing has gradually reached
the point where the wool could not be handled at all. And one of the
reasons for this situation is the lack of credit. And that situation
eame ll:pon us practically overnight, that is, it all happened in about
a week.

Now, whereas very choice clips from Fountain Green, Utah, sold
as high as 70 cents a pound, within a very short time a condition was
reached where they were worth only 30 cents a pound. And the wool-
grower that had depended on liquidating some of these excessive
Ehysical costs that he had incurred through bad weather conditions,

ad to go to his bank and say, ‘We cun not sell our wool. We can
not liquadate.” 1In the meantime his expenses go on,
here is a situation that I want to ca Xour attention to,
entlemen. The conditions in the woolgrowing industry are different
rom those of other industries. A manufacturer or a mine owner
can shut down his plant, but the wool grower can not do the same
thing in his industry. - ,

Senator NugenT. Just a moment, Mr. Hagenbarth. Do you not
believe that the principal reason why thore is no market for wool
this year is because of the fact that the American Woolen Co., the
Amoskeaﬁ, and other large woolen manufacturing establishments
suspended operations last spring, and do you not think that as we
can not use raw wool to any appreciable oxtent, and that it is only
of particular value when it 1s being manufactured, that so long as it
is not being manufactured, of course, there is no demand for it, and
if there is no demand for it there is no market for it, and if there is no
market for it, it is, to all intents and pruposes, valueless? Now, do
you not believe that the suspension of operations by the great wool
manufacturers of the United States entered very largely into the
proposition of depriving the wool growers of a market ?
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Mr. HagenBARTH. Absolutely, but there is a cause back of that.
Here is a manufacturer, we will say, that bought this Fountain
Green wool at 70 cents a pound, and a month later he could buy, or
his competitor could buy, similar wools for 50 cents a pound, and a
month later than that they could buy it for 40 cents a pound, and a
month later they could buy it for 30 cents a pound, and the manufac-
turers wondered where the bottom was, and where they were at.
They could not accept orders for the manufacture of goods for the
simple reason that they had no idea whatever what their low costs
wero going to be for wool.

Senator Nuaent, Well, do you not believe that some of the
reasons that actuated the manufacturers in suspending operation
were as follows: First, to suspend the manufacture of wool into
cloth in order to place themselves in a position where they could
buy the raw material, that is, the wool itsclf, at such a price as they
saw fit to fix; secondly, for the reason that by suspending operations
and not manufacturing more cloth, they could maintain the high
prices that then prevailed for cloth? Do you think those reasons
enter into the matter in any way ?

Mr. HagrexBarta. No, I could not give you ulterior motives, but
. I could state to vou facts. It might he true that would be some
men's methods of reasoning, but T would not agree with it as a
statement of fact. But I can show you onc physical reason why the
manufacturer would not have been justified, and even up until
recently would not have been justified, in startinF up his mill.  There
is & wool called concordia wool, a half blood wool, from Uraguay that
sold from between 55 and 56 cents last February. That same wool

was offered the other day at 20 cents a pound, landed in Boston.

. Now, during this period while wool has been going down, how
could a manufacturer, as a wise and prudent business man, know
where he was at in buying that wool ?

Senator Smoor. Well, there is another thing connected with it,
too. The manufacturer has to buy his wool and manufacture his
wool at least eight months before he ever sells and delivers the
product, and when the manufacturer receives cancellations for 99
per cent of the orders he has received, how is he going to be able to
go_on manufacturing goods? It is perfect nonsense.

Mr. Hacensarr, That is another angle of it. '

Senator SMoor. Mr. John P, Wood told me the other day that his
mill had reccived an order for one piece of goods in the last 90 days.
Now, Mr. John P, Wood is not going to work and buy wool if he
knows that he can not sell his goods, or have any place to put them.
Now, that is the situation that the woolen manufacturers are in.

Mr. HaceExBarTH, Well, the same thing is true in regard to the
clothier, who is the man you just spoke of, Senator, as canceling his
orders; he does not know where the bottom is  There is no stabiliza-
tion.

Senator NUGENT. You say that wool was imported into this
country from Uruguay and sold for 20 cents a pound ¢

Mr. HAGENBARTH. Yes. . .

Senator NueeENT. Wasn't that wool purchased ultimately by these
manufacturers ?

Mr. HaceNnBaARTH, Yes.
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Senator NuGenT. And they Furchased that wool at a lesser price
than they could purchase wool for here?

Mr. HagenBArTH, Yes. Now, this was just about three weeks

ago, and this condition is continuing right along in that way, and the
bottom has not been reached yet. .
. Now the western grower, Mr. Senator, receives 14 cents a pound
in Boston for that same woot. The very best wool that he produces
he gets 14 cents a pound for. The foreigner that imports a similar
wool from Australia would add 40 per cent to the price that he gets
by reason of the exchange situation. He will get, we will say, 28
cents a pound and the western grower 14 cents a pound. )

Senator NUGENT. I merely asked you these questions for infor-
mation. Iam awestern man, from Idaho, and I am perfectly familiar
with the situation confronting the western woolgrowers, but 1 am
asking you these questions for information. )

Senator Smoor. Is that the lot of wool that was reported as having
been purchased by the Cleveland Woolen Mills?

Mr, HaceEnBARTH. Noj; that is another lot. That comes from these
same people, but that is another lot. .

Senator SMoor. In answer to the Senator from Idaho I will sa
that that wool that was purchased in Boston at 20 cents a pound w
not be in cloth for perhaps 10 months. L

Senator NuGeNT. I don’t think that affects the situation.

Senator Smoor. If you had to raise the money to carry it, you
might think it would. : .

enator NUGENT. I am talking about the manufacture, the motive
that actuates the manufacturer. S

Mr. HacenBarTH. Now, Senator Nugent, here is a piece of quarter-
blood wool. The man who brought this wool from South America
happens to be in this room now. We raise a lot of such wool in
Idaho and a lot of it in Utah; it comes from our mutton breed of
sheep. And that sold for 9 cents a pound in Boston. If it were not
for the health of his sheep the western wool man in Idaho could not
afford to take that ofi of his sheep. It costs more to shear this wool
off the sheep, load it on the cars, and pay the expenses of selling it in
Boston than the wool is worth when it gets to Boston,

Senator SUTHERLAND. What is the freight? .

- Mr. HacenBARTH. Three cents a pound, and the selling cost is
about the same, so about 6 cents a pound nas to be taken oft of the

wool for those expens.s.

B Senatéor SimMoNs. The freight is 3 cents a pound from where to
0ston

Mr. HagenBarTH. From Idaho, Oregon, Washington, Utah, Wyo-
ming, and that general intermountain territory. And we have had
two advances in freight rates, Senator Simmons,

" Senator WiLLiaus, Is the freight the same from all those places?

Mr. HAGENBARTH. Practical!ly the same from all that territory,
from the Rocky Mountains. There is very little variation in rates.
Probably 20 to 30 cents a hundred variation. )

Senator Simmons. How is that packed for shipment? Is that
compressed in any wag}, or is it loose?

Mr. HacenBarTi. No, no; it is sacked wool. You get a ver,

- small differential of 25 cents per hundred if you put it in bales, whic
amounts to very little, Senator Simmons.

o
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Senator Simmons. Would that be 24 cents & pound ¢
Mr.HaceENBARTH, No, 25 cents a hundredweight. So there is not
9li)p there. The cost of doing that, the labor and so om, is pro-
ibitive, '

Now, you gentlemen can readily understand why a man can not
%my a debt of $9 per head on sheep when he can not afford to take

he wool off his sheep. There is no need of going into any details
on that feature of it.

I would like to put in the record some quotations, for the use of
the committee, covering the different grades of wool being shipped
in at present prices, and these are good grades of wool, staple grades
of wool. And in this statement we are not taking the very choice
grades of wool, nor are we taking the low-priced wools, but we are
taking the best averages of wool, giving domestic and foreign wools,
and what they will net to the fleece grower in Dakota or in Illinois,
or the grower in Utah or in Idaho.

Senator SimMons. You have handed in 8 long document there.
Can you not, in a few words, give us the differentials in prices that
that document shows? I would like to save the committee from

having to read as much of this as possible.

Mr. HaGcenNBaRTH, These are simply the prices on these various

ades of wool, and I am trying to save the time of the committee

y not taking time to read all these figures into the record now, and
that is the reason I offered to put it in without reading it.

Senator SiMmoNs. We will be better able to ask you questions if
we know what is in the document that you are ];‘utting in the record.

Mr. HagenBarTH. Well, now, for instance, 1 have a table showing
the prices that domestic wool must sell for on the ranches to compete
with South American and Australian wools now offered to arrive.
The prices used here are based on average lots. Choice lots would
sell for a little more, and poor lots would sell for a little less, Now,
for instance, the fine staple wools—and those are the very best wools
that we grow in the West, though there is no great quantity of that
wool grown in this country, but they are the very best wools that
we have got—on those wools 16 cents a pound is what they will net.
to the western grower.

Senator SiMMoNs. You mean at this time? .

Mr. HAGENBARTH. At this time; and as a matter of fact, they will
not net that much to the western grower, for this reason: You will
have to deduct about 2 cents a pound——— o

Senator StMMoNs. Do you mean the wool as it is taken from the
sheep, sheared from the s eell:?

Mr. HacEnBARTH. Yes; the grease wool. Those wools cost about
48 conts a pound to produce, Mr. Simmons. The fine clothing wools
ws;'iléhblt"ing 30 cents a pound. We produce a considerable quantity
of that.

Senator SUTHERLAND. Is that the Boston price, Mr. Hagenbarth,
or the net price to the ﬁrower at the point of production ?

Mr. HacEnBARTH. That is the price at the ranch; helf blood staple
14 conts a pound. There is our big, standard clip of western wools,
half blood staple, 14 cents a pound. Less than one-third of the cost
of production.

. Senator Stmmons, Will you please tell me what those wools cost
in 1912, 1913, along about that time?
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Mr. HacenBarTH. Yes; they brought more money at that time,
Mr. Simmons,

Senator SimmoNs. Well, about what did they bring at that time,
along in 1912 and 1913 ?

Mr. HagenBarTH. I would prefer, Mr. Simmons, not to answer
that question mysoclf, because we have a market auti)ority here from
Boston who can give you very accurately the absolute information
on that, and T would prefer to have him do so.

Senator SiMmoNns. Well, he is from Boston; but you are speaking
now, and you have heen speaking, about the prices on the farm.

Mr. HAGENBARTH. Yes.

Senator Stmmons. He would not know as much about the prices
on _the farm as you do, would he?

Mr. HAGENBARTH. Yes; he does know about the priceson the farm.
He handles that end of it, and he can give compotent, expert testi-
mony on that question.

Senator StMMoNs. You are not able, then, to give us that informa-
tion yourself, are you, Mr. Hagenbartﬁ? ’

Mr. HagEnNBaRTH. No, sir; not from my present information,
although I know that it was worth about 30 per cent more at that
time than it is bringi% now,

Senator Simmons. Well, then, that is your answer; that it would
}mv?e cost on the farm 30 per cont more in 1912-13 than it now sells
or

Mr. HagENBARTIL. Just prior to the war they brought more money
than they are bringing now. I make that broad, general statement.

Now, the threc-eighths wool, which is our next largest production
of wool in the United States west of the Mississippi River, brings 13
cents a pound, and it costs 45 cents a pound to produce that wool.

The quarter blood wool of a good grade brings 10 conts a pound.
This wool that I showed you here, fontlomon, was an inferior grade
of wool, that brings 9 ¢ents a pound.

Senator Joxes. Mr. Hagenbarth, do you mean to give the impres-
sion that there is a market at those figures?

Mr. HagExBARTH, No, sir; there is not. When you do sell that
is the price you would have to take, or less, for your domestic wools,
These are the ¥rices of the foreign wools that are coming in with a
favored rate of oxchange, and ﬁrou must add 40 per cont to these
prices to get the amount that the forcigner receives for his wool by
reason of the favorable exchange situation.

The quarter-blood wool brings 10 cents. The low-quarter brings
7 cents, and braid wool of the ﬁost grades brings 5 conts a pound.

Senator SiMmons. Now, wvou sa:” it would cost about 40 cents to
45 conts a pound to produce that wool?

Mr. HaGENBARTIL From 45 to 48 cents, as shown by the bost
figures available, Mr. Simmons, in the intermountain tervitor:y.

Seleator SiMvons. You mean that would have been the cost last

ear '
y Mr, Hacensarri, No; it would cost n groat deal more last » ecar,
That was before we had the hard winter conditions that I speak of.

Senator StMMoNs. You mean during the war period ?

Mr. HAGENBARTH, Y o8, sir.

Senator SiuMoNs, What would it have cost before the war?
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Mr. HageEnBarTH. 'Well, those wools probably cust around 20 to
24 cents prior to the war; about half of the amount that I gave vou.

Senator StMmmons. Well, they were not selling wool at cost before
the war, were they?

Mr. HagensarTH, No; in some instances the, were not.

Senator SIMMONS. You said it was 16 cents, didn’t you!

. Mr. HAGENBARTH. Yos, sir.

Senator SiMmMons. For this best wool 1 ou are getting 16 cents?

Mr. HagenBARTH, Yes; for fine staplo,

Senator SiMmMons, Now, if it was selling for 30 per cent more than
that before tho war, and it would cost 24 cents to produce it before
the war, it was not bringing as much as it cost to produce it before
the war, was it? That 1s, your wool was not bringing vou as much
as it cost vou to produce it?

Mr. HacgenxBar™H. Noj; certain wools were not.

Senator SiMMons, 1 thought you were speaking about the general
character of wool a little while ago? ’

Mr. HageNBARTH, Sir?

Senator Simmons. You said certain wools hefore the war were not
bringing the cost of production?

Mr. I1ageENBARTH. Yes.

Senator Stumons. You have not been speaking about particular
characters of wool up to this time, Now, what kind of wools would
have cost more than 30 per cent?

Mr. HageEnBARTH. You are spoaking of before the war?

Senator SIMMONS. Yes,

Mr. HagenBartd, 'When I sa; cortain wools, I mean, for instance,
our heavy merino wools; before the war they were at a very great
discount.

Senator Simmoxs. 'Woll, the: sold for more than the average that
was spoken of a little while ago, didn’t they ?

Mr. HaGENBARTH. Sinco the war, ves; by reason of the forced con-
sumption, I guoss you were not iwro, Senator, when I made that

oint.
d Senator SiMMONS. I wasn’t here when you began.

Mr. HagenBarTH. The Government compelled the manufacturers
to use those fine merino wools and developed a great civilian demand
for them. They could not use them for the soldiers’ uniforms, ete.;
they were usin§ the three-eighths and the half bloods and other
wools for the soldiers’ uniforms. '

The CHAmrMAN. If it had not been for the war, how would the
so-called Underwood rates have suited the wool industry ?

Mr. HagenBarTH. Well, we were gradually coming to a point,
Mr. Chairman, where the wool business was going to go anyway.

Senator Smoor. With free wool ? - )

Mr. HacenBARTH, Under the free wool. We were just hanging
on because we were there, and there was very little money made in
the wool business. The men had their investments, they had their
ranches and their farms, and they were practicail working for
nothing. The record in the wool business, as will probably be
shown at the proper time here, has not been a very enviable one
from a business standpoint. There was considerable money made
by certain speculators, and so on, in different ways, but when the
accounts were cast up, Mr, Simmons, and men who thought they
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were making money took into account their depreciation, their loss
and their interest, they found that they had lost money instead of
making money. Many men would sell a lot of sheep for so much
cash, and when they would figure up their expenses they would
find that they had lost money.

The CuarMaN. How did the industry do under the co-called
Payne-Aldrich rates?

r. HacenBArTH. There was more profit at that time, Mr. Chair-
man, than there was later.

Senator StMmons. Well, will you be good enough now, Mr, Hagen-
barth, and I don’t suppose it would be much trouble for you to do
this, to get the prices on wool, beginning, we will say, with 1904,
and bringing that table up to the present time?

Mr. HaoenBarRTH. Yes, sir; I can get those figures for you. I
will be very glad to make up such a statement.

Senator SiMMons. And will you, if you can, make up a table of
the number of sheep in the country each year, starting with 1904,
up to the present time?

Mr. HaoenBarTH. I will be glad to do that, Senator. And I
would like now, Mr. Chairman, to introduce this statement which I
previously referred to, in the record.

The CuairMAN, Very well,

(The statement presented by Mr. Hagenbarth is here printed in
full, as follows:)

Market prices for domestic wools in Bost}»g Dec. 30, 1920—Prices nominal in the absence
of buying.

FIL.EECES~OHIO, INDIANA, MICHIGAN, NEW YORK, ETC.

l To meet 3 To meet
foreign || orelgn
Grade, - Ptice. competi- ] Qrade. Price. ompeti-
tion, must | tion, must
soif at— i sell At
" Cents, Conts, | Cents. Cents,
Finodelalne......... e 38l49 98:32 | Quarterblood............ . 16-19
Fine unwashed. ...... 28-30 22-24 |} 1,ow quarter-blood....... 18-20 14-15
Half-blood................ 30-34 22-24 | Common and braid....... 14-16 11-12
Three-eighths............. 28-30 21-23
4
TERRITORY~MONTANA, UTAH, WYOMING, IDAHO, OREGON, ETC$
Finostable.......... veed|  28-30 20-22 ' Threotdhths............. 22-24 18-10
pEbco BRI el BB
Haltblood olothing. ... .. 23-25 17-18 | AT Dt cerrnrnns 1213 10-11

OFFERING OF 500,000 POUNDS OF MONTEVIDEO CROSSBREDE RECEIVED DEC. 28, 1,

South ’ Cost, clean
American United States equivalent. . Pounds. | Price. | Shrink. | scoured,
grade. ) Boston.

’ Cents, | Percent, | Cents,
73,000 0 £ 82

ood
hree-¢

gg ll). lg?l{;hl “I"ﬁ'ﬁé' . e 2 2
ol oy ool vonereanerenseeeese 1L 000 % 5 %
00 Buoeeeees] QUATLEIDIOON. . o0 ceiverrennorsocesrcrass 78,000 19 30 20
0. 4.eee....| Low quarter-blood...ceeeetsiiiiiiioiill 50,000 18 2 25

NO Busceoees] Bl ciseeresneereonncoscssscassonnens 28,000 bt 28 19

1Pridos on the farm would be about 6 centsless. 3 Prices on the ranch would be about ¢ conts less.
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South American merino wools similar to fine clothing territory wools can be landed
here on a basis of 50 cents clean scoured.

Good average Australian merino combing wools can be landed here on a basis of
55 cents for good average combing E)leces to 65 cents for good average combing fleeces.
These wools compete with the better staple wools from the Rocky Mountain States
and are cheaper to convert into cloth.

Table showing the prices that dowestic wool must sell for on the ranches to compete with
South American and Australian wools now offered to arrive.

{The prices used hore are based on avernge lotn,“ctlit;?écl?3 ;gtls would sell for a little more, and poor lots for o

FLEECES~—~OHIO, INDIANA, MICHIGAN, NEW YORK, ETC,

Sooured | Pricesat | Differencs
t | whichthe | POEWEOR | Ny rion

e market
Grade. landed for [ domestie | | o "ing | onranch
compoting | wool must price to to grower,

grades, sell, grower.

Cents, Cents, Cents, Cents,
80 32

Fino deline.ceiesecresscececesasscssseccscsrsssseencass 6 26
Fine clothing.ec.coceeieierasecoanns cessane cesrssasnanes ah (/] 18
ol blooU, cevesverssrorsracescsvaresscssescossssrssncy 52 24 (1] 18
Threceighths . vieeeiererioccosocnsscsssssscsssssecacene 43 23 [ 17
JQUOTEOr D00, ciecoeessnarscscoscessoresnsassccscssnnes 33 19 [ 13
LoW quarter Blo0G..cesseseessoscssecscssocscsasssssaes 25 18 [ 1]
Brofd.cceecesscscrncccsvonscase vesesescsee sestvessacacs 20 12 6 ]

TERRITORY~WYOMING, MONTANA, UTAH, IDAHO, OREGON, NEVADA,

—

Cents, Cents, Cends., Cents,
65 22 16

Fina staple..... tesntscasecsreconestisnersrassonnes vease (]

FIne clothing..oeeceeiessncssccssscossscessossssasssssens 60 19 6 13
Hall-1100d $taP18. c0seeresossscsnses cessesntorssaseence 62 20 6 14
Halt-blood clothing..... setssecacacssenereesrossretsaass 48 18 6 12
Phreo-Cithths. cocesensreosssasacacoscsscscncesasasscnns 43 19 6 13
Quarter blo0d..cceececevercsseconcssssacscnvesssscesane 33 16 [ 10
LOW QUATLOr s coveecerrsonsoncsscsesssacersscrsrssccsne 25 13 [} v
BralA.ecseececescososissesscsosscosesssosussnesnsssssens 20 11 6 5

Senator NuceNT. Mr. Hagenbarth, the rate of duty on raw wool
under the so-called Payne-Aldrich bill, if I remember correctly,
was about 11 cents a pound, wasn’t it?

Mr. HAGENBARTH. Yes, sir.

Senator NucENT. Well, I presume you are as well aware of the
fact as I am, Mr. Hagenbarth, that during certain of the years in
which the Payne-Aldrich bill was in effect ‘very many woolgrowers
were obliged to sell their wool for 11 cents a pound?

Senator SiMmMons, For how much, Senator?

Senator NuGENT, For 11 cents & pound; many woolgrowers were
obliged to sell their wool for 11 cents a pound during the time the
Payne-Aldrich bill was in effect. With a 11-cent tariff certain
wool growers in Idaho were obliged to sell their wool for 11 cents a
pound, and that it netted them, the growers, about 6 cents a pound;
you are aware of that, are you not, Mr. Hagenbarth?

Mr. HAGENBARTH, Well, I couldn’t agree with you on that ofthand,
Senator Nugent, but I would say this, that if that was the case, the
reason would be'this—and we are facing that same thing now—that
I don’t care what kind of a tariff is made, if you gentlemen see fit
to put a tariff upon wool, unless something is done between now and
next September or October, why, by the time you get your tariff
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written you will probably be selling wool again at 11 cents & pound,
with a tariff of 20 cents a pound. 1t doesn’t make any difference what
amount gou put on it; if you allow all the accumulated wools in
the world to come into this country in the meantime, why, I say
gentlemen, that it doesn’t make any difference what amount of tariff
you put on wool at that time.

Senator NugeENnT. Now, I will state to you, Mr. Hagenbarth, for
your information, that Idaho sheepmen have advised me that under
the 11-cent tariff in the Payne-Aldrich bill they sold their wool for 11
eents, and it netted them within a fraction of 8 cents a pound.

Now, passing from that question for the moment, could you give
this committee any information as to the quantity of wool in the
possession of the Government of the United States at the time the
armistice was signed ?

Mr. HAGENBARTH. There was in the possession of the United States
Government at the time the armistice was signed about 400,000,000
pounds of wool.

Senator NueenT, Four hundred million pounds?

Mr. HageENBARTH. Yes,

Senator NUGENT. And the Government has since disposed of what
proportion of that amount of wool, do you know, Mr. Hagenbarth?

r. HAGENBARTH. About 350,000,000 pounds of wool have been
disgmsed of by the Government.
enator NUGENT. Isn’tit a fact that the condition that is now con-
fronting the woolgrowers is due to the fact that the Government has
disposed of that tremendous amount of wool in competition with the
woolgrowers ¢
- Mr, HagenBarrh. That has had an influence, Mr. Nugent.

Senator NuceNT. Then, to a very considerable dogree the condi-
tions which now confront the woolgrowers of the country is due to
that action on the part of the Government itself, isn’t that true?

Mr. HacenBarTH. Well, I wouldn’t state it just that way, although
it had a very depressing influence.

Senator NugeNT. Well, there would have been a much better
market for wool if the Government had not disposed in competition
with the growers of the 350,000,000 pounds which it has disposed of
since the signing of the armistice? ‘

Mr. HaceEnBARTH. We might put it this way: I would agree with
you, Senator, but to what extent that had affected the market I
could not-say. . o .

Senator NugenT. Well, you will agree that it did affect it quite
materially ?

Mr. HaceNBARTH, To some extent; yes.

Senator NuoeENT. Now, do you not believe that in view of that
situation, and the attitude of the Government in respect to this mat.
ter, that it would be to the best interests of the woolgrowers to levy
an absolute embargo upon the importation of wool into this country
instead of enacting a tariff? ) .

Mr. HacenNBARTH. We have been in favor of that all the time
Senator Nugent. )

Senator NuaenT. I agree with you.

Mr. HacensarTH, 1 think that is the proper remedy.

Senator NuGeNT. I agree with you, if it is found necessary.
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Mr. HacenBarTH. We have got two years’ supply of wool on hand
now, and five years’ supply waiting to come into this country, and
it is coming in every day, and the only thing that is holclimfl it back
ut all to-day is because you gentlemen are here discussing that very
ql:lestion, and I think this situation will be made very clear to you by
the proper persons. '

Now, with this two-year supply of wool on hand in this country, a
ﬁrudent business man would say, naturally, “What is the use of

ringing in more?’”’ and 1 think that that question of keeping this
wool from coming into this country should be taken up, provided
you are convinced that there is an emergency here which requires
something to be done that will help the wool men so that they can
save their breeding herds for future use, and to sustain the banking
credit of the West.

But there is another angle to this question.

Senator JoNgs. Mr. Hagenbarth, before you leave the topic that
you have been speakin% on, let me say, that the thing that has been
troubling me is this: If we have two years’ supply of wool on hand,
how is & mere embargo, or tariff amounting to an embargo, going
to affect the present price of wool ¢
. Mr. HAGENBARTH. As Senator Smoot said a while ago, the manu-
facturer does not know where the bottom is; he does not know
when to begin work., The fellow that is buying from the manu-
facturer does not know where to place his qr&ers. There has been
no bottom to this business; it has been going down, down, down,
all the time, and goodness knows where the bottom of it is yet.
These fellows in Australia, in South America, or anywhere else in
the world, who are in distress, who have wool on hand and can not
get money, can ship this wool into this country at some price, and
%et, an import bonus in the way of exchange, for sln‘;))pmg it into

his country, getting gold for it, and if you put an embargo on this
wool you will stop it from coming in, or if you put a tarifl on it
of 15 cents a pound it is stopped at least to that extent, and the
manufacturer will then have at least that much assurance that
cheaper wools are not going to come in; that is, that wools are not
goin% to come in as cheaply as they otherwise would, and he would
e able to place his orders at some price; it would establish con-
fidence and stability at some level. Notice would be served that
the bottom had been touched, in other words, and they could go
ahead, and they would have some basis to figure on. L

Now these wools have gone so low because of the wool commﬁ in
from abroad that they can not get much lower, but they are low
enough now, so that if something is not done our business will be
utterly destroyed; the sheep production and the wool production in
this country will bo utterly destro]yed if something is not done.

Senator Nuaent. Don’t you believe, as & matter of fact, that a 15-
cent tariff is equivalent to an embargo? ) )

Mr. HaceNBARTH. No, sir; I do not believe that it would be,
You can readily figuro that, There will be certain grades of wool
that we do not produce in this country, and that wool will come into
this country anyway and will produce revenue,

Senator SimmoNns. Won't it be equivalent to an embargo as far as
wools similar to those that are produced in this country are concerned ¢

L]

80422212



18 EMERGENOY TARIFF,

Mr. HacenBARTH. No, Senator Simmons.

Senator Simmons. Well, I understood you to say a little while ago
that unless you had some duty that would practically exclude this
cheap foreign wool the industry could not survive.

. Mr. HacensaRrTH, No; I said unless we had relief of some kind
it could not survive,

Senator Simmons, Well, the relief that you want is something
that will protect you from this cheap wool that is coming over here
from being sold in competition with yours, isn’t it? .

Mr. HacensarTH, Yes, sir; and the best thing we could have, in
my judgment, would be an embargo.

Senator Srmmons. Well, to give you relief, under the circum-
stances, that duty must be nearly to the point of prohibition; isn’t
that true?

Mr. Hacenarta. That is correct. )

Senator SimMons. Now, if you put a duty on the raw material to
the point of grohlbltion, or approximately to the point of prohibition,
you have got to give the manufacturer of wool a like compensatory
dum have you not ?

. HacEnBARTH. That is correct.

Senator Simmons, If that duty on the raw wool would be pro-
hibitive, or practically proh.bitive of import, will not the duty on the
finished product, which will come as the result of that duty on the
raw t;pro?ducsts, practically exclude the finished product from this
country , '

Senator Smoor. Well, they are protected in this bill.

Mr. Hagensarth, Well, Senator Simmons, that would depend on
the rate of duty that was written in the bill. :

Senator Stmmons. That is exactly what I say; suppose the duty on
the raw material is high enough to give you the relief you want, and
it is a duty which would practically exclude the importation of raw
wool; then if the manufacturer is given that compensatory duty, in
addition to what he already had, would that not also practically
exclude imports of the finished product ? .

Mr. HacENBARTH. Well, I would say no, Senator Simmons.

Senator SimmoNns. Well, why would it exclude it in the one case
and not exclude it in the other? . .

Mr. Hagensarri,. Well, I did not say that it would exclude it in
the case of wool.

Senator Simyvons, Well, I understood you to say, Mr, Hagenbarth,
that it would practically exclude wool.

Mr, HagenBarri, No; 1 didn’t say “practically.”

_Senator Simmons. Well, if it doesn’t do it practically it would not
give you relief. .

Mr. HagennarTH, Yes; it will give us relief to the amount of the
effective duty we get. . )

Senator McCuMBER. If it raises the price of the foreign importation
15 cent3 o pound it will raise the price of the domestic wool 15 cents
a pound, '

. Mr. HagensarTiL That is the point. Now, to answer your ques-
tion as to the manufacturer, Senator. If you have gone into the
figures, you will know—— )

Senator Simmons, No; I am not assumed to have gone into the
figures, because I want to get it from you.
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_Mr. Hagrxsarrn, It is a fact that Germany to-day is being fur-
nished wools by England and is making yarn in Germany and shippin
this yarn back over to England, and we are roceiving it in the Unitec
States from England. Now, do you know how they are able to do
that, Mr. Senator? This is how they do it.  Where a German work-
man was getting 5 marks a day hefore the war he is now getting ten
times as much; that is, he is getting 50 marks a day, which looks like
a tremendous amount, but when you consider the low value of the
mark at the present time you will find as u matter of fact that he is
getting 40 per cent less to-day than he did before the war.

Now, England brings this yarn over to this country, and because of
the situation is able tho ship it over at so low a cost that the manu-
facturer in this country must manifestly have the protection of a very
high rate of duty if he is to put his workmen to work at any kind of a
humane wage at all and do business. The manufacturer is in the
same fix as the woolgrower, and I am here to say that the manu-
facturer must be taken care of in this country on the same basis as
the woolgrower is, if we propose to sustain the wool business in this
country.

(Senator McCumber presiding.)

Senator McCumpir, May I ask you a question? This is a tem-
porary measure, is it not?

Mr, HagexBarTH, Yes, :

Sonator MoCumBrr. Now, as I understand, the product that is
shipped in here in the form of manufactured woolen goods must
have been made from the wool that was purchased some 8 to 10
months ago?

Mr. HagenBarTH. Yes, sir,

Senator McCumBEer. Therofore, they would have to come in at
such a price as would give a profit to the importers on the basis
of what they paid for wool 8 to 10 months ago. Now, isn’t that of
itself something of a protection, without interfering seriously with
the present rates upon woolen goods ?

r. HAGeNBARTH, I think it would work out that way, Senator
McCumber.,

Senator McCuMBER. And before the importer could get rid of his
goods manufactured from wool that was bought at a price two to
three times as high as it is now, why, we will have some other bill—
some other arrangement,

Mr. HagEnBarTH, Yos.

Senator Smoor. I was %;)m to say to the Senator that the orders
that would be placed in the United States to-day for finished goods
would be placed upon the price of the wools to-day. Take some of
the finest worsted yarns. The price two years ago was $5.25 a
pound. To-day those same yarns can be bought for $1.20 a pound,
and any amount of orders could be taken for that yarn to bo deliv-
ered in the United States. )

Senator McCumBer, How could that be when the person who is to
deliver it 6 and 8 months from now knows nothing about what the
tqﬁﬂ}’) “;ill be? Won’t he wait to find out what tho rate of duty
will bo

Senator Smoor, That does not affect him, That is the price of
yarn to be finished and shipped from England. That is the price
of the yarn in England to-day, of that character, as I say.
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Senator Tuomas. What is the price of the same yarns here to-day,
Senator Smoot ?

Senator Smoor, They aré making very little of it here now, Sena-
tor. The mills of the United States to-day are onl ogerating at 30

er cent of their capacity, and in another 30 days I think they will

e operating at less than that.

Senator Nucext. Mr. Hagenbarth, can you give the committee
any idea as to the quantity of wool consumed in this country ?

r. Hagennarmi, Yes, sir,

Senator SiMMons, Senator, if you will let me ask him one question
that is pertinent to this matter now ?

Senator NuaeNT. Yes, sir.

Senator SimMoxs. Suppose we do give you a duty that protects
you to the oxtent that you desire, if we do not impose a duty in favor
of the finished product which would prevent the importation of
those cheap wools manufactured in Germany and other countrics
in Europe, would the protection we give you amount to anything?
T mean by that, if the finished product can be brought into this
country at the low prices at which that product can be manufac-
tured abroad, would not the foreign manufacturers with their fin~
ished product monopolize the American market, and therefore depress
the price of the raw material, however much protection you might
have on your raw material ?

Mr. HAGENBARTH. Yes, sir; Senator, that is very sound, in my
judgment. T agree with you on that.

Senator S1MMONS, So that it resolves itself into this: In order to
make your protection effective it has got to extend to the finished
product as well as the raw material ? :

Mr. Hagexnsarri, Yes, sir: and the woolgrowers stand absolutely
on that proposition, that the manufacturer is in the same boat as the
woolgrower, and if he has no market at home with his own manufac-
turer, he can not survive.

Senator SimMons, So that your proposition is not only to exclude
to a point of almost absolute exclusion the raw material, but the fin-
ished product as well 2

Mr. Hagensarrn, Well, Senator Simmons, I dislike very much to
disagree with you on that word *‘exclusion,” but I can not agree with
you on that. I would like to, but I can not. This is simply a tem-
porary relief of 15 cents a pound on a product that we are selling at
an average price here of around 15 cents a pound on our various
grades of wool, that we hope will stabilize the price to some extent,
and help us here. And any foreigner that can ship wool in at, say,
an average level of between 2 and 30 cents o pound, can still ship
his wool in; we are not excluding him, But on the other hand, we
have an assurance here that we are going to get from 23 to 30 cents
a pound for wool that cost us 40 to 45 cents a pound to produce,
Now, that is the way we look at this, Senuator; not as an exclusion,
I wish it was an exclusion, 1 wish to' od that it would exclude these
wools, I wish we could have an embargo on wool.

Scnator Tiromas. Then you have the consumers at your meiey,
do_you not, Mr, Hagenbarth ? ,

Mr. HaaexgarTn, No, sir; Senator Thomas, we have got a two-
year sup?ly of wool in this country, and they are going to write a
tariff in the coming summer that will be based on soientific principles.
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Senator Srmyons. I want to say, Mr. Hagenbarth, that I am very
sympathetic with the wool producer. I wish that I could help do
something for him, to do something that will relieve him from the
situation he is in, which I think is very bad. But the apprehension
I have in my mind is that in helping him we are bound to give the
American manufacturer of woolens a monopoly of this market. We
give you a monopoly of it, but the farmer can not ordinarily make
much out of his monopoly, because he can not combine and hold up
prices in this market; he never has been able to do it, and he never
will be able to do it. But the manufacturer can do it very easily;
and if in trying to help you we give the American manufacturer a
monopoly of this market, with his combination he would have the
consumers of this country absolutely at his mercy, and we have got
to consider the consumers as well as the producers in this country in
this business that we are now considering.

Mr. HAGENBARTH. If your premises were correct, Senator, that
would be true. But I can not agree with you on that. It is not the
purpose nor it is a proposition of giving the manufacturer the monop-
oly of this market. The proposition is to give them a proper ‘)roteo-
tion, such protection as they ‘are entitled to, against identioally the

_same conditions of very, very low foreign costs, due to the exchange.

Senator SiMMoNs, I am utterly unable to see, under the principle
of compensatory duty, how it is possible to give you a duty that would
practically protect you against foreign importations of the character
of wool that we produce in this country, that would not at the same
time give the manufacturer the same immunity from foreign countries.

Senator SMoor. Well, all we are asking for is that the manufac-
turer have 45 cents a pound on his cloth, or on the material contained
in the cloth, to compensate him for the 45 cents a pound that is given
to the scoured wool in this same bill. That is all there is to it.

Mr, HagexBarTH. Yes. Well, I will say, Senator, that I think
there is one mistake in that bill, and, in justice to the manufacturer
and as a woolgrower, I want to go on record in that regard. I think
the clause providing for doubling of the duty is a little strong. It
provides that on the wool which is sorted or increased in value by the
rejection of any ﬁmrt. of the original fleece the duty shall be twice
the duty to which it would otherwise be subject.

Senator SMooT. That has always been the practice in the past.

Mr. HagEnBarTH. Yes; but the compensatory on that basis is
hardly high enough. There ought to have heen a higher compensa-
tory to the manufacturer—which Senator Simmons will seriously
object to—but, as & matter of justice, I think that ought to be done.

enator SiMMONS. I have not objected to a compensatory duty.

Senator SMoor. It is only in the case of skirted wools.

Senator Tromas. It ought to be double, anyhow. That will help
to bring prices down in this country. .

Senator NueenT. Do you know what quantity of wool is consumed
in this country yearly ? )

Mr. HageENBARTH. The normal cuantity, Senator Nugent, under
normal conditions, is around 45,000,000 pounds a month, Our
consumption will run from 500,000,000 to 555,000,000 pounds

Senator NuGeENT. Annually?

Mr, HAGENBARTH. Annually.

.
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Senator NuGeNT. And about what proportion of that quantity,
Mr., Htﬁenbarth, is produced in this country?

Mr. HacenBArRTH. Well, I would say, Senator, that about one-half
of that amount is produced in this country.

Senator NUuGeNT. About one-half of it. Now, do you think, in
view of that statement, that we raise only about one-half of the wool
that is consumed in this country, that a rate of duty should be
imposed upon the importation of all wool into this country, including
the 250,000,000 pounds more than we consume? In other words,
you are desiring protection here for the wool%rowers of the country
who produce approximately 250,000,000 pounds of wool a year, and
we consume in this country, according to your statement, approxi-
mately 500,000,000 pounds a year. hy would it be necessary to
impose that duty on the 250,000,000 pounds of wool that we must
consume, but that we do not produce in this country, in order to
benefit you ?

Mr. HacensarTH. Because it is not only the 250,000,000 pounds,
Senator Nugent, but it is the 1,500,000,000 other pounds that can be
produced so much cheaper than we can produce that wool, which is
seeking an entrance to this country. -

hlSe{)uﬁ;or Symoor. Carpet wools are exempt under the provisions of
this bill,

Mr. HAGENBARTH. Yes; the czt(}aet wools are exempt. And if
there were not some relief granted, some restriction put upon the
importation of wool it would put us entirely out of business.

enator NueeNT. Well, have you ever thought of any plan—I am
free to confess that I haven’t any that is particularly definite—by
which the producers of this country could be protected as against
the importation of wool to the extent to which they themselves
produce it, and at the same time permit the entry into this country
of the additional 250,000,000 pounds without duty?

Mr. HagenBarTH. No, I have not. That brings up the question
of a subsidy to the domestic grower, a direct subsidy made by the
Government to enable him to continue in the business, which 1 don’t
think is a wise economic principle.

Now, the whole thing resolves itself into this: Whether, for war
purposes or economic purposes or any other purposes, we want a
wool industry in this country or not. If it is our policy to say, “It
costs too much to produce wool in this country; let us wipe out the
industry entirely, and buy all our wool abroad,” then I can agree
that we should have no tariff or anything else. But you can not
say to us, ‘‘Gentlemen, you must produce wool for war purposes,
or for other purposes, and you must produce it at a loss.”” That is
manifestly impossible. We can not do that.

Now, we have got to take one or the other horns of this dilemma:
Either let the industry go entirely by the board or take care of it.

i Ngw, what are we going to do? That is for you gentlemen to
decide.

Now, there is one other angle to this situation, as applied to the
gresent emerﬁency in the wool business and the sheep-growing

usiness that 1 have not touched upon. After the failure to have a
wool market this last spring, and with 95 per cent of the wool of
the grower still in his hands, either at home or in pools in the various
States, or in the hands of consignees, at various markets, and wool
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warehouse companies, and so on, we only had a 50 per cent lamb
crop this spring, and we figured we would receive very high prices
for lambs. We told our bankers, ‘‘Now, we will be able to sell our
lambs and liquidate some of this debt that we are owing to you.”

Beginning last spring the Enﬁlish Government, through an arrange-
ment made here with our people, began shipping over dressed lambs
from New Zealand. Up to date there have been over 3,000,000
carcasses of those lambs shipped into this country.

Senator NucENT. Will you permit me to interrupt you there, Mr.
Hagenbarth? Two or three months ago I met a sheep man in Idaho
who told me that a short time prior to the day I mot him a publication
had been received by mail from Australia which contained a state-
ment to the effect that the representatives of either Swift & Co. or
Armour & Co. in London had arranged for the transportation of tens
of thousands of carcasses of frozen mutton and frozen lambs from
New Zealand and Australia. Have vou any knowledge in respect
to that matter?

Mr. HagEnBArRTH. No; I have not. If that were true it would
not alter the case; no matter who brings them in here, whether it is
Swift & Co., or Armour & Co., or the English Government, the fact
remains that they come in.

Senator NuGgeNT. The point I had in view was this, that if that
statement were true it would agpear that the packers have trans-

orted those tens of thousands of carcasses, :ves, hundreds of
housands.

Mr. HagenparTi. Millions,

Senator NUGENT. Yes, millions of these carcasses, in fact, from

New Zealand and Australia, for the purpose of breaking this American
market; and isn’t it true that if that is a fact that when they suc-
céeded in breaking this market they also broke the sheepmen ?
' Mr. HaenBARTH, I wouldn’t agree with that. I would take this
view of it—that if this stuff were coming into this country anyway,
the big packing concerns would be the best people to handle it.
Now, God knows, Senator, that being a producer myself, and one of
the fargest producers heretofore in this country, of sheep, and also
in the cattle business, that if anyone would be inclined to fight the
packer it would be m:self, because I am the man that he hates.

Senator NUGENT. You are right.

Mr. HacensarTH, But I would say, in all fairness, that I believe
that it would be infinitely better for the producer if this stuff were
coming into the country anyway, that the big concerns, having the
Bropor distributive aglencies, should handle it, as they would be

otter A)eople to handle it than to have it scattered pell-mell and
handled by brokers throughout the country, The scientific method
of handling it would be to have it handled by.the people who are
prepared to properly distribute it all over the country and to handle
1t in a proper manner. .

Now, bearing on that vorly point, when the first cargo of this
New Zealand stuff came in, I know this, that Mr. Armour did not
have that; that was handled b%r an English agency in New York
City. The wholesale prices went off about 7 to 8 cents a pound.

Senator TnoMAs. You say the wholesale prices went down. How
much did the retail prices come down?

Mr. HagenBArTH., Nothgin whatever. They advanced.
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Senator LA FoLLETTE. When did the first cargo come in ¢

Mr. HagenBARTH. That was last April, some time, or in March,
I believe. Now, the packers had heen paving a pretty stiff price for
Western domestic lambs at that time, based on the market prior to
this, but as soon as the price drogpod off 7 or 8 cents a pound he had
to take a loss on all the stuff he had on hand or in his warehouses of
7 or 8 cents a pound to meet that competition. So the proper thing
to do to protect himself would be to get into the game and distribute
this foreign stuff, not only for his own protection, but for the pro-
tection, incidentally, of the producer.

Now, although I hate to be fair in this matter, and although I
would like to jump on the packers, like a lot of us are inclined to do,
I can not conscientiously do it, because the packer is interested as
well as we are to protect his market, as well as our market.

Senator SimmoNs, Why did the packer have to take a loss? You
said a little while ago that the price had not gone down,

Mr. HacexparTH. Oh, yes, Senator, the wholesale price had gone
down x:lery materially. I said the price had gone down 7 or 8 cents
a pound.

Senator SimmoNns. Do you mean the price to the consumer?

Mr. HacenBarRTH. No; the price to the consumer has advanced.

Senator StMMons. But has the wholesale price gone down ?

Mr. HageENBARTH, Yes; very materially,

Senator Smons. Has the price that the packers get gone down?

Mr. HacENBARTH. Oh, yes, yes, very materially.

Senator THoMAs. These packers whom you refer to are largely
interested in that business in South America.

Mr. HoGENBARTH. In South America ? ,

Senator TaoMAs, Yes, the packers themselves are largely inter-
eAsted in the business of slaughtering and exporting meats in South

merica.

Mr. HagenBarTH. I think it is largely beef that they are interested
in, Senator, in South America.

Senator LA ForLerTeE. What proportion of these 3,000,000
carcasses of lambs that came into this country were brought in by
the packers, if you know ?

r. HagenBARTH. Well, T can not answer that, sir, but T think it
is a comparatively small amount as compared with the total amount
brought in. They may have bought it after it came in.

Senator LA FoLLeTTE. What is your reason for thinking so ?

Mr. HageENBARTH. Because I went down to New York and saw
Mr. Lewis, who is the manager of Vestey Bros.’ cold storage concern
there, and he told me that the packers were not handling the bulk of
the imports.

Senator LA ForLLeTTE. And what time was that?

Mr. HagenBarRTH. That was in July, when I was investigating
this very thing, Senator La Follette. .

Senator LA FoLLeTTE. What time was covered in bringing in the
3,000,000 carcasses to which you referred? Over what period of
time were they brought into this country? ‘

Mr. HacenBaARTH, Well, beginning about in March, or in April, I
can not give you the exact time, but around in March or April,

Senator La FoLLeTTE. And coming down to what time?

Mr. HacensarTH, Coming down to December,
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Senator La ForLeTTrE. And your reason for thinking that the
packers did not have any considerable interest in these importations
18 based upon the information that you got from this one man of
this one concern on this one occasion at this one point in this country ¢

Mr. HacenBarTH, Yeos, sir.

Senator NUGeENT. And he merely advised you that the packers
were not handling the bulk of them?

Mr, HAGENBARTH. Yeos, sir; that is what he told me. Ho said that
the packers were not handling the bulk of the imports,

Senator Nuaent. Could you tell us what proportion of the imports
the packers were handling ?

Mr, HagexBARTH. I couldn’t answer that.

Senator NugeNnT., Did he have any knowledge, or give you any
information with respoct to that matter?

Mr. HagenNBaRrTH, No, sir. Now, the sad feature of this, gentle-
men, is this, that with those 3,000,000 and over of frozen carcasses
that have come into this country, coming in as they have, they have
occasioned a great loss to the sheop producer.

Senator SIMMONS. Just one moment, Mr. Hagenbarth. Have you
any information as to the amount of carcasses held by the packers
in storage now?

Mr. HaceENBARTH. No, sir; I do not know. In view of the markets
it is a very difficult matter to get that information from the packers,

Senator L. ForrLerre. What would be vour judgment or opinion
as to what proportion of those 3,000,000 lamb carcasses that have
been imported are in cold storage now ?

Mr, HAGENBARTH, That is just what T was going to give you, Mr,
Senator. I have the figures hore,

Senator La FoLLervE. I beg your pardon. Go on.

Mr. HageNBARTH. I have &nc actual figures hero, and we are not
guessing at this: There are 1,750,000 carcasses now in cold storage
i New York City.

Senator Nuarnt., Of these importations?

Mr. HacenBarri, Of these importations,

Senator LA FoLLrrre. Did all the importations come to New York
City? That is, all these 3,000,000 carcassos?

Mr. HageNBARTH. No. But most of it is in New York.

Senator Tnovas, Is that all mutton ?

Mr, Hacensartir, Lamb,

Senator LA ForLerre., Lamb carcasses.

Mr, HageNBARTH. This does not include beef and mutton.

Senator NuaeNT, Were they from South America or from New
Zoaland? You spoke of New Zealand. Wore thoy entirely from
Now Zealand ?

Mr. HagenBARTH, New Zealand principally. There are somo that
have come from South America.” But only 730,000 carcasses of
mutton were imported from South Amecrica.

Sonator Nugent, I was under the impression that tho carcasses
from New Zealand and Australia landed at San Francisco.

Mr. Hacunsanrti. No; New York principally.

Senator SrMmons. You don’t know what proportion of those
carcusses in New York are owned by the packers?

Mr. Hagexnarti. No; I do not. Now, there are 65,609,000
pounds in cold storage, stacked up like wheat there, and more com-
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ing in. There are three boats now en route loaded with the cus-
tomary cargo, running from 85,000 to 200,000 carcasses.

Senator NueeNnT. Consigned to whom?

Mr. HacensarTH, Consigned principally to the New Zealand
Steamship Co., I think, which is an English concern in New
York. As I understand it, the English Government, through its
various agencies, has shipped most of this stuff. They bought the
New Zealand lamb crop and mutton crop, and they buy it at approx-
imatolgv $3.50 of our money, in their exchange, bring it over here and
sell it for $4.86 in our money.

Senator Tnomas. Do the purchasers store this mutton and this
lamb, Mr. Hugenbarth ?

Mr. HagenBart, No. Some of it they do after they purchase
it, but as I understand it, the English Government, or its represen-
tatives, have the most of it in storage. Then Armour & Co., or
Swift & Co., or any other agency will come and buy so many thou-
sand carcasses for their trade, and ship it out through the country.,

Senator NuaenT. Do you know whether or not these carcasses
were shipped into this country under a contract with somebody to
purchase them?

Mr, Hagensartit. I think not.

Senator NUGENT. You have no definite information relative to
that matter?

Mr. HagenBaRTH. No; I have not. Now, the increase in the
imports of mutton and lamb, Mr. Chairman, is 1,200 per cent this
year into this country.

Senator SUTHERLAND. Over last year?

- Mr. HagensartH, Over last year, and over any time that we
have ever had importations of these meats, The holdings in cold
storage are 300 per cent greater than at any time in the history of
this country, and increasing right along. And as I said, there are
three cargoes coming in right now. I have the names of the steam-
ships on which these shipments are coming, and so on, but I do not
believe it is necessary to trcuble you with giving you that data.

Now, one of the things that resulted was this: When the time
came for the westorn grower to sell his lambs, his last hope glisui)-
peared. Whereas he figured on getting 20 cents a pound, and justly
so, because lambs had sold us high as 23 cents the year before, the
most of that stuff moved at around 12 cents a pound in Chicago,
and with a half a lamb crop, at half the price, his liquidations were
mighty small, as ycu can figure, on his lambs. And instead of being
able to liquidate, as he had hoped to do, on his sales of his lambs,
he had to sell them at half the price, which leaves him in a deplor-
able situation to-day.

Now, a man who has a farm is in a different situation from a sheep-
man. If he loses & wheat crop this year he can produce another one
next year, and although it is an unfortunate thing that & man should
lose a wheat crop, yet he has the hope that in the next year he will
be able to produce another. DBut in the case of these sheepmen it is
a different_thing entirely. It has reached a point where we are
simply bankrupt, and we are going to bankrupt our banks. We can
not liquidate. It is a dangerous thir(\‘g, I know, to make this state~
ment, but the truth has got to be told, and we have got to save this
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situation in some way, and it is up to this Congress and up to this
committee to help do it.

. Senator Thomas, Now, with the exception of oil, isn't every
industry. suffering similarly ?

Mr. HaGeENBARTH. Yes, sir.

Senator THomas. Not in the same degree, perhaps, but every
industry is suffering; isn’t that true?

Mr. HAGENBARTH. Yes, sir.

Senator TrHoMas. Then, to be logical, we should enact an emer-
gency tariff bill for the purpose of guaranteeing, or securing as far as
possible, all industries against loss, and also take care of idle workmen
during this period of depression.

Mr, HAGENBARTH. Senator Thomas, that is not the thing we are
pleading for. We are not pleading for that.

Senator Tnomas, No; but I am asking you if that is not logical.
Do you not think that that is the logical thing to do?

r. HagENBARTH. That ou%ht to be done; yes, sir.

Senator Triomas. Why should we, if we have got the power to do it,
use the authority of the Government of the United States for a very
few industries, when all of them.are suffering, and suilering severely ?
‘Why should we not also take care of the men and women who are
thrown out of employment because of it ?

Mr. Hacensarri. 1 think it ought to be done, Senator, and I
believe it will be done by this Congress at the proper time.

Senator Tioyas. Don’t you think that the result of this will be
not only the bankruptcy of the woolmen and the bankruptcy of the
banks, but the bankruptey of everybody ?

Mr. HagexBarTH. No, sir; I do not. I will say this, Senator
Thomas, that the whole crux of this thing is that & dead ewe can not
have a lamb nor another crop of wool. A fara can produce another
crop of wheat next ycar if there is a failure this year, but we have
reached a point where liquidation demands that these breeding
animals must go to market, or the bank must go bankrupt, and con-
ditions have gotten so bad, and the market is so bad that liquidation
will not take care of the situation.

Senator SMoort. It is now 5 minutes to 12, and some of us have to
ﬁo to the Senate. I thought it was understood that the afternoon

earing would begin at 2 o’clock at the other oflice.

Senator McCuMBER. That was the understanding, but in view of
the fact that we have so many witnesses, perhaps it would be well to
have the hearing here. The other room is quite small.

Senator Tiromas. But it is much handier for us. We will be able
to go into the Senate at any time, if necessary.

Senator Smoot. I suggest, then, that we take a recess at this time
until 2 o’clock at the other office. .

Senator MocCuMmBER. The hearing will now adjourn until 2 o’clock
this afternoon at the other office.

(Thereupon, at 11.55 a. m., the committee took a recess until 2
o’clock p. m.)

AFTER RECESS.

~

(At 2 o’clock p. m. the committeo reassembled pursuant to the
taking of recess.g)

Senator McCuMBER (presiding). Mr. Hagenbarth, will you resume
your testimony, please ¢
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Mr. HaGgeNBaRTH, Mr, Chairman, after reciting the fact that the
wool market lost its stability and the bottom dropped out of it, and
the fact that woolgrowers were unable to sell their lambs at any price
near the cost of production owing to the large accumulation of foreign
meats, ete., that had been brought into the country and which are
now on hand to a great extent, I just want to very briefly recite the
effect on some of our big banking and loaning institutions in the West,

For instance, one of our very large institutions—the president of
which happens to be here at this time—the National Wool Warehouse
Co., of Chicago, and which has ahout 40,000,000 pounds of wool
belonging strictly to growers—this is not a speculative concern at all;
it is a cooperative concern for the marketing of wools through financing
the woolgrowers, just like you put wheat in an elevator or cotton in
a warehouse on warehouse receipts—they have over 40,000,000
pounds of wool in Boston and in Chicago, principally, and on which
they have advanced an average of about 36 cents a pound on wools
that to-day would not net them probably over 20 cents a pound, and
yet they have loaned 36 cents a pound on those wools.

Senator La FoLLETTE. What is the name of that organization ?

Mr. HacenBarTH. The National Wool Warehouse Co., of Chicago.

There are 30,000 consignors—farmers and live-stock men of Mon-
tana, farmers of South Dakota, Illinois, and throughout the country;
there are no speculators, nobody interested but the growers. The
Columbian Basin Wool Growers Co. is another in the Northwest in
identically the same condition; and these big warehouse companies

-have been able so far to float their paper for the money loaned to the
woolgrowers among banks. The banks have learned of the very
unstable condition of the sheep industry, and they are refusing to
rediscount this paper when it bacomes due. They are simply carrying
these institutions on hope that something in some way and some
how something is going to turn up that will stabilize credits and brin
the sheep industry back to a productive basis, and a basis that wi
enable these men to liquidate. .

We are not only facing the probability here of destroying certain
sheep men or their industry—that is all right; they can go to work
at something else, but when it reaches out to such an extent and
touches the banking fabric to a great extent throughout the great
West and the citizenship, as it does with us--our very citizenship is
involved there. For instance, the farmers in Idaho to-day have
between 800,000 and 1,000,000 tons of alfalfa hay in the stacks that
they can not sell, although the sheep men need it to feed their flocks,
though they can not get the money to get it with; their credit is gone
at the banks, and the only thing the farmer can take is the wool-
grower’s note.

The woolgrower has not sold last year’s crop; he is coming up to
another crop in three or four months of wool to be sold, and no pros-
pects on earth of getting any price for that. How can he, when he
can not sell lgst year's wool¢ That condition is very serious and very
urgent in our western country, and I want to try and impress it upon
this committee with all the force and conviction that is at my com-
mand, If the committee could only sce the real meaning of this
thing they would forget any other differences, geographically or

L]
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political or otherwise, and an emerl%ency act would pass here to take
care of those people and those banks in the great West.

We are not making a plea on any other grounds,

If this bill goes through, there will be for certain grades of wool,
for instance, the very fine wool, as we call it 70/80’s, that come into
this country, that we do not produce here—we used to produce them
in Ohio, Pennsylvania, and West Virginia in the early days, but they
are not produced now—there would be a considerable amount of rev-
enue and another class of wools used for making alpaca coat linings,
etc,, would come in; carpet wools would come in.

There is a considerable quantity of wool that would come in.
'This is not an embargo by any meuns, and it will produce somewhere
between $50,000,000 and $60,000,000 of revenue in the interim,
that will be used to great advantage, T should judge, at this time
by the Government. '

One of the questions that we have to meet here is, What good
is a tariff on wool going to do? We have tried to make it clear that
it will restore confidence, and at least give notice that the hottom has
been touched, and the accumulated mass of orders and cancellations
that are piling up would begin to come into the manufacturers,
- and there would be a natural flow of business. Of course, that is a
supposition, a reasonable supposition, I think. But, here is the fact:
During the war there has accumulated a supi)l of wool throughout
the world amounting up to, variously estimated, between 1,600,000,000
and 2,000,000,000 pounds, and the only big cash market at the top
Krice. open to that is the United States to-day; that wool is just

anging like a pa’ »ver the whole situation,

We can not reheve that except by an embargo, and un embargo
.seems to be out of the question.” But we can modify its influence to
the extent of 15 cents a pound to the grower here in this country and
stabilize his industry to that extent and also stabilize the banking
industry and the whole citizenship out through the West.

That is our plea, reduced to its simplest terms—-to get some pro-
tection agninst this terrible weight that is terrifying the bankers,
that is terrifying everybody., They will say what is going to happen
to you when this foreign wool comes in, or waiting to come in; that is
the think that is h(iﬁloring us,

f this situation continues, disaster will follow. We have felt a
ﬁood deal of concern for Germany and other nations, and justly so,
‘hey are freezing over there and starving over there, and yet it is our
proposition to bring into this country wools that we do not need,
when we have already got a two vears’ supply, when those wools
should go to clothe those freezing people.

We are bringing in mutton here when we have already gotten our
cold-storage bouses full, when it should go to-them. Some one will
say, “They can not buy it; they have not got the means to buy it.”
We can not, on the other hand, take care of all the accumulated
supplies of all the world,  Tf they ean not ship those goods to the
United States'at an import bonus, if there is some sort of stop-gap
put up, will they not be forced to find markets and devise credits
some way, and some how, to clothe and feed those starving people of
Europet The United States enn not assume the whole burden of the
whole world, and all their products, simply because we have gold here,
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I want to put into the record, with the consent of the chairman,
a lotter that I presume 75 or 80 per cent of the woolgrowers, live-
stock and other kindred associations—-the American Foderation of
Farm Bureaus, the National Grange, and Patrons of Husbandry, and
other concerns of a similar character-—have presented to the Presi-
dent of the United States bearing on this subject.

Senlutor McCryper. 1t ma:- be received and made a part of the
record.

(The lotter, addressed to the President of the Unitod States, sub-
mitted by Mr. Hagenbarth, is here printed in full, as follows:)

Wasuainaron, D, C,, December 11, 1920,

Dear MRr. Presipent: It is with great timidity that the live-stock interests of the
United States come hefore you at this time, and we can assure-you that it is only in
the face of the greatest exigency and forced by desperation that we do so,

While realizing the general deplorable condition of producers’ markets upon prac-
tically all commodities in this country, we wish to submit that the situation as applied
to live stock is more far reachimzi and the danger of permanent and irreparable damage
to this hasic industry is very imminent unless radical measures are adopted very
promptly which will prevent the esxcessive liquidation of breeding and immature
animels which is now teking place. . )

We wish particularly to a-lvise you that in that area west of the Mississippi River,
comprising what is known as the range hreeding and teeding grounds, which produces
about 70 per cent of the wool and mutton supply and about 50 per cent of the heef
su Ely of the United States, the live-stock industry is facing annihilation,

eso statements are not made in a general way, but with specific reference to the
actual facts as have heen brought by competent witnesses to the attention of Congres
through hearings during the past week hefore the Ways and Means Committee of the
House and the Agriculture Committee of the Senate.

The live-stock producer is not only facing conditions of general commercial de-

yression and lack of credit common to this time to practically all ?toductive American

ndustries, but is bearing additional physical burdens not shared in, to our knowledge,
by any other industry. These physical conditions are twofold: Iirst, that, unlike
the manufacturer or the miner, the live-stock producer can not curtail expenses and
outlay by closing down his plant. His animals must be fed, however great, the loss, or
olse he must ship to market and thus permanently destroy his plant. ~ This is what is
being done to-day and this is what we are striving to and must prevent.

Second, and applying more particulatly to that group of States known as the Rocky
Mountain and northwestern range territory, there is the added burden of a drought
begiinning in the winter of 1918, when there was a minimum of snowfall which cur-
tailed water for irrigation of crops, and which continued all throuc{;h the summer of
1919, and which was followed by a winter beginning in October and continuing until
the end of April, Both the drought and the winter following were the severest known
in the history of the western range industry. The net result of these meteorological
conditions increased the cost of carrying animals through the winter from 500 to 700
per cent, and is evidenced by the fact that the average chattel-mortgage indebtedness
now catried by the 30,000,000 sheep in these States is at least $9 per head, and the
average debt carried by cattlemen is conservatively $46 per head. In addition there
is the added burden of real-estate motggages.

This physical condition last described, which mizht aptly be called “an act of GGod,”’
must be horne hy the live stock producer in addition to the added burden of having
rractically no market for wonl and the demoralized, rapidly decliniag markets for

ive stock to which he must ship for lHiquidation purposes.

The live stock markets have apramntly lost their absorptive power, Prices have
rapidly declined, thus forcing additional shipments for liquidation purposes: these
shipments, in turn, are causing lower prices and again further liquidation, thus creat-
iniz a vicious circle. The evidence of credible witnesses before the congressional com.
mittees shows that during the first week of December westorn range hreeding ewes
were sold at & price which after paying freight, shipping, and selling charges only
netted the Wyoming owner 33 cents per head-—an entire animal thus bringing less than
the cost of one mutton chop. Quarter-blood Buenos Ayres second clip wool was pur-
chased in large quantities by one of the leading firms of Boston recently at 9 conts per
pound £, 0. b, Boston. The cost of shipping and selling similar wools from the western
tange territory, which produces 70 pet cent of our wool clip, amounts to 6 cents per
pound, so that the competing American grower would realize 3 cents per pound net
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for a similar shipment and for wools which cost 45 cents a)er pound to produce. These
instances of actual commercial transactions could be indefinitely extended. |

’I‘lﬁa h({pment to market of cows, calves, and other immature beef animals is une
aralleled. :

P The Middle West farmer who has corn and other feed crops to market and whosze
market is principally found through the feedinF of live stock is afraid to use his credit
for feeding purposes by reason of the. constantly falling markets and lack of demand
for his product when finished. Thus the animals shipped to market instead of going
out to the feed lots are slaughtered. In the present difficult credit situation the
feeding farmer naturally finds it difficult to convince his hanker that money should
be loaned for feeding purposes. The hanker with a broader vision and more in touch
with world conditions knows that during the year 1920 up to date that the increase in
shipments of foreign lamb and mutton has increased, as shown by the Bureau of
Markets, 1,022 per cent, Statistics from the same source show that imports of beef,
fresh and frozen, and beef products from abroad are steadily increasing with a
formidahte :~crease in percontages.

The increased imports of fresh and frozen beef for the month of August was 50 per
cent, for September 62 per cent, and October 156 per cent, Fats and oils for the
months of July to October, inclusive, show an increase over 1919 of 166 per cent and
steadily increasing. Al other heef product imports show an increase of 1,000 ger cent
for the four months named. The average increase in imports of beef fats and beef oils
for the 10 months of 1920, ending with October, as compared with 1919, show an average
of 140.8 per cent. The increase of general beef products show an increase of 108.5
per cent. The serious feature of these imgorts is not the present volume so much as
the steadily increasing proportions which they are assuming. In the case of lamb and
- mutton there have been imported durini; the year, as reported by the Bureau of

Markets, 2,663,000 carcasses, with several shiploads from New Zealand and South
America now in transit. ,

In the case of wool, our lm%)orts during the past fiscal year were 427,000,000 pounds.
On October 30 there were 27,000,000 pounds additional afloat bound for the United
States, with other ships loading for the same destination.

These added imports of meats, especially lamb and mutton, are coming into the
United States at a time when our cold storage supplies of 1,600,000 carcasses, prin-
cipally composed of foreign frozen lamb, are the greatest stocks on record. Addi-
tional imports of wool are being added to an excessive supply already on hand and in

. sight, as estimated from figures of the Bureau of Markets, consisting of 966,000,000
pounds, exclusive of wools held by packers on pelts in storage which will bring the
total supply of wool now available in this country up to and in excess of 1,000,000,000
pounds, which at normal rates of consumption is enough to supply our national require-
ments for the next two years to come, ,

That serious liquidation in live stock is taking place is evidenced by figures furnishead
by the Bureau of Markets which show a 27} per cent increase of shipments in 1020
over 1919 in the case of cattle and an increase of 32 to 35 per cent in the case of sheep
and lambs. The latter figure is arrived at by taking into account the fact that the
western flock master, although he had only a half lamb crop this year, has shipped
more than the normal number of sheep and lambs to market, thug showing that he
}l? nl?t holding the usual number of ewe lambs for the purpose of replenishing his

ocks,

The combined effect of demoralized home markets, plus the impending weight of
foreign importations, which owing to the exchange situation practically gives the
foreign importer a bonus on imports of 30 to 40 per cent, has been to destroy the
financial credit of the live-stock producer and feeder. There can be no good reason
why an already overstocked market for wool and meats should continue to be a dump-
ing ground for the whole world at prices utterly ruinous to our home producer (and
from which lower lprwe:s the middleman derives the ma{or benefit and the ultimate
consumer but little). ‘The producer under these conditions must of necessity be
refused credit. he must lose his courage and morale. The net, result of the whole
?iitu%iotn és that our breeding herds of both cattle and sheep are being decimated and

uidated.

(}\lr. President, on behalf of these herds and flocks and on behalf of the future meat
supply of this country and in order to save the credit and banking structure and
economic life nf the great live-stock breeding and feeding areas of the United States,
wo appeal to you to call the atiention of (‘ongress to the serious situation and to take
action aigainst the imports of such commodities as are causing the present demoraliza-
tion and which are a menace to our future.

W nsest xespectmlIK suggest that in the event of any one crop heing produced or
cold at ~ joss that another crop may be raised another year, perhaps at a profit, but in
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the event that a breeding herd of cattle or & breeding flock of sheep is once slaugh-
ti:red tthe plant i: destroyed and production entirely ceases. The danger of this result
most apparent. :

Mr. President, we submit these facts and this petition to you on behalf of the
following organizations which have duly and authoritatively acted, and we call upon
you in this crisis for assistance: .

National Wool Growers’ Association; American Farm Bureau Federation;
American National Live Stock Association; National Grange Patrons
of Ef'usbandry; United Range States Live Stock Association; Minn sota
and Wisconsin Wool Growers’ Association ; Wisconsin Live Stock Grow-
ers’ Association;dLouisiana Wool Growers’ Association; Maryland Wool
Growers’ Association; Idaho and Oregon Wool Growers’ Association;
Ohio Wool Growers’ Association; New Mexico Wool Growers’ Associa-
tion; Kansas Wool Growers’ Association ; Texas Wool Growers’ Associa-
tion; South Dakota Wool Growers’ Association; Arizona Wool Growers’
Association; Rambouillet Sheep Breeders’ Association; Illinois Wool
Marketing Agricultural Association; Montana Wool Growers’ Associa-
tion; Pennsylvania Wool Growers’ Association; New York Wool
Growers’ Association; Wyoming Wool Growers’ Association ; Iowa Wool
Growers’ Association; Michigan Wool Growers’ Association; North
Dakota Wool Growers’ Association; Missouri Wool Growers’ Association,

The PRrESIDENT,

The White House, Washington, D, C.

Mr. HAGENBARTH, I have here a telegram which came this morn-

ing from Oregon, that will give you a side light on' the situation
there. [Reading:]

I, J. HAGENBARTH
Raleigh Hotel, fVaskz‘ngton, D. C.

The hank at. Prineville, Oreg., already has closed its doors--
That is strictly a live stock bank in central Oregon.

Entirely the cause of delay in passing emergoncy tariff, Sheep men and farmers
in the United States are placing the responsibility for failure to {mss this legislation
squarely on the shoulders of the present Congress, If the present Congress is sincere
in its desire to help the farmers and stockmen, this emergency bill will he passed
without delay or amendment, Western stockmen are unable to pay their taxes,
forest reserve fees, or their lahor. The whole situation can be fixed up immediately
ll:yl P&‘“i“g emergency tariff which will interfere with no one in America except a

8

ozen wool importers, )
8, W, McCuure,
Assistant Manager Colombian Basin Wool Warehouse (o,

There seems to have been a misconception here. I have heard
considerable statement from gentlemen that the manufacturer and
- the representatives of the manufacturers are opposed to the wool
grower. There may be some isolated ceses of that kind, but I do
not believe it is true as a general propositlon. I think they realize
that the wool growers are citizens of this country and entitled to
any reasonable consideration, the same as wool growers feel that
the manufacturer is entitled to any reasonable consideration.

. I wish to call your attention to a statement issued as an editorial
in the ‘“Manufacturer,” dated December 31, entitled “The Emer-
gency Tariff,” published by the Manufacturers’ Club of Philadel-
phia, which is the largest manufacturers’s club or club of that kind
and one of the oldest in the United States; and it is so apropos that
if you will pardon me I would like to read a short portion of it.
May I do so, Mr. Chairman ? '

enator McCumBER. Very well, , .

Mr. HageNpartir, I will he through here in five minutes. ‘This

i the manufacturer’s periodieal strictly, [Reading:)

Nawra, Onea., January &, 1921,
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There i1 need of comprehenvive and adequate emergency tariff, with the least
possible delay in putting it upon the statute hooks, Irrespective of political dogmas,
the entire country is awake to the urgent necessity for new and higher import duties
all along the line. They should bhe established at once, and by emergency methods,
for the following reasons: .

Those whose experience or recollection goes back to 1897 and the enactment of the
Dingley bill do not have to be told of how forewarning and delgy in the transition
from a low to a high tarifi may entirely defeat or delay the needed benefits thereof
for one, two, three, even four years or longer.

Advance notice of tariff revision upward is the signal for wholesale importations,
at the low rates preceding revision, of unlimited quantities of every commodity, raw
materigls and finished products alike, which are expected to be included in the
upward revision. The inevitable result is what occurred with the enactment of the
Dingley bill. The country is stocked with low-rate imports, to the extent of the
demand for a period of two, three, or four years; those borrowing to make their own
speculative importations are, for lack of capital and in the glut of the'market, com-
pelled to sell at a loss; the advance speculative importing deprives the Government
of the increased revenue otherwise to be had by a quick imposition of the tariff duties;
and. politically, the tariff party suffers by the business reaction and deferment of
benefits, because the general J)ublic loudly demands, * Where is this prosperity that
the new tariff was to bring us?”

Thero is at this time a dire need for an emerﬁency tariff, and to avoid all of the

avils just enumerated and many others which have not been mentioned, that emer-
gency tariff should be imposed at once, without the costly delays of hearings, debates,
amendments. etce, \
. And the only way by which that may be accomplished, effectively and with justice,
and in a way to immediately revive the whole agricultural and industrial organization
of the country, is by the quick reenactment of a tariff bill of the recent past that
already has passed through the ordeal of all the legislative processes to which a new
measure of general revision would have to be subjected.

(ongress can, if it will, with only the slightest delay, put the whole country—in-
dustry and agriculture alike-—hack upon the road to normality and ‘:rosperity. And
then, with the protection of agriculture and industry assured, and the Government’s
revenues guaranteed, attention may be given to a general revision or substitute
measure, with all the deliberation or delays that may be necessary or unavoidable.

. Along the same line—this is very brief—from the Boston Commer

cial Bulletin of December 21, which is an organ of the manufac-
turers, and this is an editorial also:

The emergency tariff, so far as the wool and wool manufacturing industry is con-
cerned, has some inequalities in it. 1n the flrst ll;)lape, the compensatory dutios are
not fairly apportioned and in the second place, the imposition of a double duty on
skirted wool is manifestly unfair., So far as the tariff on raw wool is concerned, the
fact that the duty is unusually high need not he considered of special moment just
now, for with the situation obtaining in foreign exchange, a high tariff is imperative
if any protection is to be afforded.

Certain Congressmen no doubt feel obllfed to stand meekly when handed a lemon
tariff proposal, and others, quite naturally, may be susceptible to geannt politics,
but it will be a serious reflection upon the country if an industry like that of wool.
%rowing, which in time of war would be an indispensable asset, is allowed to go prac.

ically bankrupt. The rehabilitation of the sheep flocks of a nation, once it is dec.,
mated, is not restored over night but only after a series of years of constant breeding

Mr. Chairman, as direct evidence to you of what the actual con.
dition is in the market where men, such as I have described in the
wool-growing industry, have been unable to liquidate their bank
accounts and their expenses and who have been compelled to ship
their breeding ewes to market for the purpose of getting money for
liquidation and paying interest and taxes and other things that must
be met, [ want to quote from a markot report published by the
Knollin Sheep Commission Co., of Chicago, the larﬁest strictly sheep
commission company in the United States, under date of November
26. [Reading:]

80422—21—8
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The sheep market is even worse than the lamb trade. Choice, big, fat, heavy,
native ewes—

That is Wisconsin, South Dakota, and Illinois, not western ewes,
which sell at a lesser price, even—

are selling at 4 cents, and thousands of cull to medium ewes from 2 to 34 centa.

That takes in the western ewes.

We believe we have solved the sheep business. Quotations on the Chicago market
show tanka%? is selling at $80 to $90 a ton. You can buy the best, native ewes here
at $80 and the bulk of the ewes at $560 to $70 a ton, so we advise our friends who are
feeding hogs to kill the sheep and feed them to the hogs, as it is the chea}l)&st feed
that you can get, much cheaper than tankage and fully as good; then you have the
okins besides. There is nothing on the list as cheap as these fat, native ewes now.
Not only that, but the packers say they can not sell the mutton, and if you come to
lcltlicago and buy a few loads for feed, 1t will help people who have sheep to market
ater on. :

Senator SimMoNs. I want to ask you for information; I do not
know anything about it: To what extent has the price of hogs fallen ¢

Mr. HaceEngarTH, Hogs to the best of my judgment have fallen
about 50 per cent.

Senator SimmMoNs. And sheep how much?

Mr. HacENBArTH. Sheep about the same.

Senator SimMoNs. Hogs and sheep are about the same?

Mr. HageEnBARTH. Yes. But, remember, Senator Simmons, you
have to deduct from the price of a_ewe or shecp that is sold in the
market the freight from Idaho or Utah or Oregon where she origi-
?ates, aﬁxd the expense of selling, which you do not have to deduct

rom a hog,

Senator THomAs. The freight would be less on the native ewes
you speak of ? . :

Mr. HAGENBARTH, On the native ewes there would not be such
an item of freight, Senator.

Senator StMmoNs. If hogs have fallen as much as sheep, how do
you account for that fall in the price of hogs by quotin% importations
and by the big supply of wool already in the country

Mr. HacENBARTH. In the first place, Senator Simmons, I spoke
hastily in making my reply. I said 50 per cent, which was perhaps
an exeggeration. I could not say definitely. There has been a
considerable fall in the price of l_;gis since war-time prices.

Senator StMMons. I do not think you are wrong. I have seen in
the papers that they were down to 9 cents, I think, They were
- somewhere around 20 cents during the war. )

Mr. HagenBARTH. I was going to say that by reflection the
tremendous surplus of other meats which are very cheap at wholesale
may have had an effect on the price of hogs. That is indefinite and
intangible, but it is reasonable to supPose it would have an effect.

Senator StMMons. How about cattle ?

Mr. HacenBarTH. Cattle have fallen very materially.

Senator SiMMoNs. About the same?

Mr. HacenparTH, Well, I do- not know the exact figures ‘on
cattle. But I think there has been fully a 40 per cent reduction in
caftle on, the hoof. ) ) )

Senator Stmmons. Have there been importations of cattle into the
country ?
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%glr HacenNsArRTH. There has been a considerable importation of
cattle.

Senator SiMMoNs. Do‘you think there has been enough——

Senator NUueENT (interposing). There have been very large im-
portations of frozen beef ¢

Mr. HageENBARTH. Yes. But there has been a very large amount
of excess cattle, Mr. Simmons, that should have Fone to the feed lots,
and an outlet had to be made for those cattle for the fresh meat at
some price. For instance, the cattle that should have gone back
into the ¢orn belt out there to consume the Illinois, Missouri, and
Iowa corn have been slaughtered and disseminated through the trade,
and it has created a tremendous overplus of beef.

Senator SiMMons. Has the tendency been to reduce the amount of
meat in the country? If you kill a cow when she is lean, she does
not weigh anything like as much as when she is fat, and you have
lost that much ¢ ~

Mr. HAGENBARTH. Yes. ,

Senator StMMoNs. So that that has been somewhat of a reduction ?

Mr, HAGENBARTH. It is coming to that point. We are not suf-

fering from that yet, and we will not for two or three yvears. But if
‘this stuff had been marketed—-it is largely a lack of confidence in
the whole meat situation.
. Talking about beef, Senator Simmons, in October last year our
imports of frozen beef were 2,030,000 pounds, if my memory serves
me, and this October they were ;370,000 pounds, There was an
increase of 156 per cent. Beginning last July, the increase was 10
ger cent in <uly, 62 per cent in August, about seventy-odd per cent in
September, and 1.6 per cent in October, and there is a gradual ascend-
inz scale. New ships are being fitted out for the bringing of meats in
from South America, and although the-volume is not yet great, there
is a tendency that way, as you can see in the gradual increase in
these monthly imports,

Senator S1mMyoNs, How much did you say had been imported ¢

Mr. HagensarTi, In October there were ,370,000 pounds,

Senator SIMMONS. As against what?

Mr, HAGENBARTU. As against 2,030,000 pounds a year ago in the
same month. But it is a gradually ascending scale.

Senator S1MMONS, - ive us for the record there the total amount of
beef consumed in this country,

Mr. HacexBarrin, I can not give you that.

Senator StMMoNs. That is necessary in order to determine what
effect that importation would have on the price.

Mr. Hacensarrit, The serious factor is the tendency to increase
montlr by month. It is stepping right up very rapidly.

Senator NuGeNT. Do you know anything about the ¢uantity of
frozen beef now in these cold-storage warchouses?

Ill\lr. Hacexsarri, No; I do not.” I have not those tigures avail-
able.

Senator McCuMBER. The importations have ﬁone up while the
prices of American cattle have gone down, have they not?

Mr. HagenBarTH, Yes,

Senator McCuMBER, About the same percentage ¢

Mr, HageNBARTH, Yes,
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Senatog NuvGeNT. And the price to the consumer is ahout the same
as 1t was | :

Mr. HagexBarte, It is higher. The price to the consumer,
Senator Nugent, this fall was 19 per cent higher on a 40 per cent
reduction in the wholesale price oF beef than'it was last vear right
here in the city of Washington. In the last week in November
your wholesale price of meats was 19 cents, '

Senator NueeEnT, We do not expect anything else.

Mr. Hacexsartis. The packers’ price has been reduced to 13%
cents the third week in December, and the retail price actually
increased.

Senator Tioyas. Does not that argue, Mr. Hagenbarth, that
there is an_enormous profit now being realized by the retailers at
the prices charged to the consumer?

Mr. HagensarTH, I would not say that. That might be true, but
I will say this, Senator Thomas, that there are five retailers where
there ought to be but one. That is entirely a separate consideration.

Senator Trozmas, But if the wholesale price has fallen so remark-
ably at the same time tho retail price, instead of corresponding with
it, has risen, it must follow that somebody is making a very large
sum out of the consumer,

Mr. HacexBarTh, Lither a very large sum or a very expensive
system of distribution exists. would not accuse these retail
butchers of profiteering unti! T was sure,

Senator Tiomas, I am not aceusing them,

Mr. HageENBARTIL I am stating my position; T am not stating
yours, Senator. My own judgment is that we have five retailers.
and five delivery wagons and five retailers’ families and clerks and
evervthing else to support where we ought to have but one.

The census shows that two-thirds of our people are now living in
the cities of over 2,500 inhabitants, and there has been a gravitating
to the cities and these dealer people have to live, and that is the way
they live, as parasites on the other consumers.

Senator SivmoNns, The automobile has to be taken care of just
as much as the family ?

Mr. HagenBARrTi. Yes; the automobile has to be taken care of,
and you can not charge it to the producer.

Senator THoMAs. I am not charging it to the producer at all,
but there is something wrong somewhere.

Senator Smoor. There is both a distribution and a sale’s profit
made by the retailer, you know, when they charge you 55 cents now
for mutton chops.

Senator SiMMoNS. That is moderate—as high as 70 to 75 cents.

Senator SMoor. They charge you 55 cents a pound for ham, when
you can buy that ham right now from any wholesale dealer at 19 cents.

Senator Tiomas. You can not buy it from the wholesaler.

Senator SMooT. Yes: you can.

Senator Tromas. Under the combination existing you have got
to buy from the retailer.

Senator Smoot. No, no; you have not.

Senator Siyons, I want to see how far the wool and lamb
sitnation differentiates itself from the situation of other farm prod-
ucts, You said they had fallen about 80 per cent—wool and hogs
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and cattle. Can you name any staple agricultural products in this
country that has not fallen 50 per cent since the war?

Mr. IYIAGENBAuTu. Noj; Senator Simmons,

Senator SIMMONS. Are they not all in the same boat ?

Mr. HageNBarTtH. No. Evidently my powers of description, or
whatever power I lack, is very serious. said, in starting, and I
say again that we are on a lovel on all these things with everybody
elso with our wool and with our mutton, and so on. But plus that,
the physical conditions that I explained, the drought and the hard
winter and the debt that was laid on these shecp out West, has
brought us to a point where we are shipping our ewes to Chicago,
our breeding ewes, for their meat and wool supply and for hog fecd;
and, putting it that way, that head ewe never can produce another
lamb nor another crop of wool, but a farm that fails in its wheat
price this year can produce another crop of wheat next year,  There
18 where we are different.

Senator Simsoxs, I understand o'l that,  You made it very clear,

Mr. Hagexsarri, There is the difference.

Senator Simyoxs, But vou are contending here that the reduction
in the price of wool is the result of importations of wool into this
country, and you say that same reduction applies to all the other
staple agricultural products. Many of the other staple agricultural
products are not imported into this country at all, are they?

Mr. HagreyBarra, Even if that were true—--—

Senator McCumser (interposing). T would like a deseription of
those which are not.  You spoke of staple products.

Sanator Simmoxs, Corn is not imported into this country.,

Senator MeComsir. That is only one.

Mr. Hacevparrst, Pardon mo if T ask you a question, Senator
Simmons,

Senator Simmons, Corn is in the same fix.  Corn has fallen 50 per
cont and more than 50 per cent. Corn was selling at $10 a barrel,
and now it is solling for probably about $4. Corn is not imported
into this country. There is in two countiesin my Statoe as mu(‘]h corn
as was imported into this country last yvear. -

Senator MoCuMmpen. There is being imported an immense quantity
of wheat, potatoes, onions, and all of the ordinary products that
make up your table.

Senator Simyoxs, As compared with the great amount of meat
produced in this country, while the importations are larger than
usual, they are rather negligible as affecting the general price. The
importations have not affected the price of either of those articles

Mr, Hacrexsarra. But you can sell wheat even at these tow nwices

Senator Sxoor. Do you say that wheat has fallen in price more
than anything olse?

Senator SimMoxs. I do not say whoat. I said cotton, corn, and
tobacco.

Mr. HagexsarTi, Nothing has fallen as much as wool.  You can
not secll wool, Senator-Simmons.

Senator SitmMoxs, If you made a correct statemont as to the ex-
tent that wool has fallen in price, you are mistalen when you say
nothing has tallen as much. © Cotton has tallen more than wool.

Mr. HagexBarTH. Can you not sell cotton at some price, Senator
Simmons ?
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Senator StMMONS. You can sell cotton at some price; yes.

Mr. HagexBaRTIL You can not sell wool at any price.

Senator SimMoNs. I do not know. You have not stated that.

Mr. HagexBarTH. I am stating that. Referring back to Senator
Simmons’s question as to why prices fell off on meats; as good an
authority as 1 can give is the United States Department of Agricul-
ture Bureau of Markets, dated December 6, on sheep. [Reading:]

A liberal run of sheep and lambs in Chicago and elsewhere, an unusually large
proportion of killers in the local run, the receng sharp decline in cattle and hog values,
‘and the depression here and in the eastern markets on the dressed product which
naturally followed the arrival at New York last Thursday of another large consign-
raent of New Zealand dressed lamb and mutton, combined to force a sharp break
on all classes of fat sheep and lambs,

There is evidence given by our own Bureau of Markets and I can
not_think of any hetter authority. I do not know whetfwr it is an
authority or not, but that is the best authority I can give as to some
of the causes of these breaks. . . )

On V’ecember 11 Mr. Armour, in an interview quoted in the Wash-
ington Post, dated I’ecember 12, states under a Chicago heading
[reading]:

Lower prices for live stock, which have resulted fromn declines in feed stuffs and
from excessive receipts of stock in all markets have had marked influence on the
wholesale selling prices of all meats, resulting in level prices which are below the

rices that obtained April 1, 1917, and also below the prices that ruled in 1914 in many
instances.

He goes on to give details there, showing they are now below the
prewar lovel in prices. ,

We might supplement Mr. Armour's statement by saying that
notwithstanding that fact the heavy costs that we put into the
production of that stuff were not reduced by any process whateer,
and it is coming right back on the producers and coming back on the
banks and on the whole situation.

To sum up again, in closing, Mr. Chairman, 1 want to repeat what
I said in the beginning: We are not here pleading for profit: we are
not talking tariff at all, and we are not here even to talk for the preser-
vation of our flocks and herds, our hreeding cows, our breeding sheep
out in that western country, but we gre here pleading for the very
citizenship, for our children and our homes. We have-—~I am not
going to indulge in an oration-—these are facts. We have got three
interests only in 90 per cent of our western country——west of the
Rockies, including the Rockies—that is, mining, farming, and live
stock. The farming depends entively on the mining and the live
stock. You men are well enough informed to know the present
sondition of the mining industry, and the effect it has had. In
killing this live stock as we are now, it has a national aspect; and I
say if this Congress does not do something it is their own deliberate
act: they are destroying the farmers in that great intermountain
country, and it would be much begter for that country if the Louis-
iana Purchase had never been made; it would be better for that
country if the Union Pacific Railroad had never heen built, because
you can not put a people out there on those desert plains and then
deliberately starve them to death.

When you talk about Germany with no market and no eredit,
we are going to be in identically the same circumstunce. If you
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think that is an overdrawn picture, I am here to go into details as
long as you want to hear them, and give you specific instances of
individuals and banks. .

In closing, I just want to state the record of one big live-stock
outfit that I know from top to bottom, that has heen in the business
since 1886, that put a great deal of money into the business and has
the best organization, the best ranges, and one of the best managed
and best equipped companies in the West. In 1918 they made, on
anh investment of over $3,000,000, $7,000; in 1919 they lost $56,000;
this year they are going to Inse hoetween $240,000 and $250,000—1
ought to know exactly in a few days. They are in this producing

ame, and how long they can keep that up you gentlemen can judge
or vourselves,

Senator McCoMBer, We are much obliged to you, Mr, Hagenbarth.,

Who is the next witness who desires to he heard ?

Mr. Tuvremoxn. I would like, to make a short statement.

STATEMENT OF MR. GEORGE M. THURMOND, SECRETARY
AND TREASURER OF THE TEXAS SHEEP AND GOAT
RAISERS' ASSOCIATION, DEL RIO, TEX.

Mr. Tuurmoxp. Gentlemen of the committee, I am here from
western Texas for the purpose of testifving before this committee as
to the conditions surrounding the production of sheep and wool in
my section of the country.  This committee has before it not a tariff
bill, s tariff bills are generally deawn, ,

It has not before it general tariff legislation, but it has before it a
measure 1hat, in my judgment, ought to be called an emergency war
measure, because the conditions existing in the industry that we
represent have been brought about as a consequence of the war in a
large measure, if not entirely. ~

Therefore, I think we ought to appreciate the consideration of the
enactment of this legislation from that viewpoint, and not from the
viewpoint of the enactment of the general tariff legislation. Mr,
Hagenbarth has very graphically deseribed to you, gentlemen, the
condition of the sheep men of this country in general. While we,
in Texas, are not in the dire condition that Mr, Hagenbarth's people
are further to the Northwest, because of our wonderful elimatie con-
ditions in Texas and beeause we are not required to feed sheep through
the winter.  But the industry in myv State is in as dcploraﬂl)lo 4 con-
dition as it could possibly be, and I venture to say that anless there
is some relief given that the conditions arising in 1893 will not he a
marker to the conditions that we will find in our seetion of the country
in a short while.

We can not produce wools in Texas - and we ean produce them
there as cheaply as any plaee in this country-—for double the amount
that the market for our wools is to-day, and we ean not sell our wools
at the market price,

In considering whether or not this legislation should be passed, I
take it that overy Senator will desire to do that which will relieve the
country, if it is possible to be done.  This question will be determined
upon its merits, without consideration, so far as possible, or political
issues,
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As I said, this is an emcrgency measure, and in determining
whether or not this legislation should be adopted, it seems to me we
ought to inquire, first, what is the condition? Then, what causes the
condition, and then the remedv for that condition,

You have heard the conditions stated by Mr. Hagenbarth, It
would he mere superrogation for me to repeat them, I say to you
that those conditions exist in Texas,

What is the remedy for that? Gentlemen have expressed them-
selves to me us being in favor of an embargo that would prevent any
wool coming in, There seems to be some question in the minds of
the samo gentlemen as to the adoption of a tariff bill that amounts
to an embargo, and I can not for my life see the distinction, Tt seems
to me that & rose would smell just as sweet whatever you might call
it, and whether or not vou call it o tariff bill or embargo bill, it seems
to me, lcan malke no difference if it effects the purpose that we have
in mind. S

Now, ought we to protect the wool growers of this country against
the dumping into our market of the wools that are being brought,
and ought we to protect them against the dumping into our country
of the mutton and frozen lambs heing dumped [wre ? That scems to
me to be the question,  Gentlemen speak of the interest of the con-
sumer. Well, of course, he has an interest and his interests should
be subservient. :

Senator Nugent, Will you excuse me for an interruption u
moment ?

Mr. Tnurmonn. Yes, sir.

Senator NuakNT. You just made a statement to the effect that we
should protect our own producers’ live stock ? '

Mr. T'normonD. Yes, sir,

Senator NveENT, Against the importation into this country of the
frozen mutton and lambs?

Mr. TnurMonp. Yes, sir.

Senator NuaeNT. And I gather from JMr. Hagenbarth’s statement
that he entertains the same view with respect to beef.

Mr. TnurMoxp. Yes, sir. .

Senator NUGENT. Are you aware of the fact that there is no item
in this bill that would impose a tariff on importation into this country
of frozen meats of any kind?

Mr. Tnurmonp. Absolutely, I am. .

Senator Nuaent. Do you not think that in order to effect the relief
that you are seeking that such an item should be included in this bill ?

Mr. TnurMonp. I would very much prefer to have frozen beef in
the bill.

Senator NuceENT. Why was it not put in? )

Mr. TuurMOND. I do not know; I did not participate in the prepa-
ration of the bill, and I do not know why frozen meat is not in the
bill, but I assume that it is because the committee preparing the bill
had information that there was being practically as much frozen beef
exported from this country as there was imported, and I helieve that
this committee, if it will get the statistics, will find that to be a fact.

Senator NuakNT. One moment. You believe, however, that it is
necessary for the protection of the live-stock growers of this country
to include importations of frozen heef in this bill?
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Mr. TaurmonD. Yes, I do; that is, I think it would be well that it
be done. I do not think that it is absolutely essential to save the life
of the cattle industry, pérhaps, that it be done in this emergency bill.
But let me tell you my position——

Senator NUGENT (interposing). What is vour view with respect to
that matter concerning the sheep industry ?

Mr. THUrMoND. I think that the sheep industry is absolutely
destroyed unless this measure is enacted and enacted quickly.

Senator NuaunTt. Including a tariff on the importation of frozen
carcasses of lamb and mutton?

Mr. Tavrmonn. Yes, sir. My position upon frozen meats is just
exactly this: There ought to be sufficient tariff on frozen meats to
equalize the cost of the production of those meats in the countries
that send them here with the production of the meats in this country.

Senator NUGENT. T presume that you are aware of the fact that
conditions are changing so rapidly throughout the world that it is to
all intents and purposes impossible to ascertain that differcnce

Mr. Tuvrmonn, Yes, sir.  But we could ascertain, it seems to me,
Kractically what it would be. At anv rate, the tariff should be put

igh enough so that we would be certain, and then the tariff should not
be a fixed thing, and if it became necessary to change a schedule in
order to meet changed conditions it ought to be done.

In other words, the producers of this country ought to be protected
in the production of what they are producing.

Speaking of the interest of the consumer--has it ever occurred to
you gentlemen that until a thing is produced there is nothing to con-
sume, and if you kill the production of a food article in this country
then there is nothing for the consumption of the consumer to con-
‘sume: and whenever you destrov an industry of this kind in this
country, and yvou must get vour production from a foreign country,
it will not be long until the consumer of this country will realize that
his interests have been scarificed in an effort to preserve him against
what seems to be the idea that the producer must be erushed in order
to save a consumer.

Besides, in so far as wool is concerned, the price of wool will never
affect the price of the finished suit of clothes made of the wool that
the consumer buys, because von ean take our best Texas wools to-day
at the price that they were during the war and a suit of clothes that
would retail for $100 would contain not over £6.70 worth of wool.
What makes the suit cost is the value of the labor that goes into the
suit and the dyestuffs that enter into its making.

Senator THOMAS. Then there is no reason for a compensatory
duty to the manufacturer?

Mr. Tuuerymoxn. Oh, yes, there is,

Senator Tiroamas. T would like to ask vou a question on that,

Mr. Tnermoxn, Because the eloth made in England and foreign
countries would be brought over here in competition with our cloth,
and we want a compensatory duty in order that the cloth man vould
not come in competition with it on the same basis, unless it is upon
the same basis of pay to the laborer in that country that our faborer
gets in this country, and if you want to reduce the laborer in this
country to the level of the laborer over there, then your argument
would be good. .
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Senator Tuoyas. That presupposes there is no tariff in countries
like Germany and France. They have a higher tariff really than we
have, but there is quite a difference in labor just the same.

Mr. TuurMoNDp. That is true. There is quite a difference in labor
in Germany and there is quite a difference in labor in England also.

Senator Tuomas., Where there is no tariff.

Senator NuGeNT™. I agree with you on the proposition of the cost
of wool entering into a suit of clothes is, comparatively speaking, a
ne%}igible quantity.

Mr. Tnuvrmosp. Yes, sir.

Senator NUGENT. I call your attention, however, to the fact that
you are in error that the dyestuffs with which a suit is dyed cuts any
material figure in the matter, because the value of the dye entering
into the dyeing of cloth in an ordinary suit is only 32 cents.

Mr. Tnurmosn. Perhaps I am mistaken with reference to dye-
stl;uffs. The labor, as I stated, is the big item in the cost of a suit of
clothes.

Senator NuaenT. And the profits of the manufacturer.

Mr. THurMoND. And, certainly, the profits-—the manufacturer is
entitled to a legitimate profit and the retailer is entitled to a legitimate
profit, but I am talking about the cost of production.

Speaking of the effect upon the industry of this legislation, at the
present time we have absolutely no market, This measure would
stabilize the market of the country, It would beget confidence in the
banking institutions of the country and the credit of these people so
that they could go on and do business. It would let the manu-
facturer know that the bottom had been reached. that there was a
stable price upon this commodity, and he would go into the market
and buy and could go in and buy intelligently. It would let the
retailer know what he could pay for the manufactured article. In
other words, it would beget a condition of confidence, and a stable
condition of business would on, and instead of having thousands upon
thousands of men locked out of our manufactories as they are to-day,

+ those men would go back to work and the consuming power of this

country would he rehabilitated, the purchasing power of this country
would be rehabilitated, and in that way we would help your cotton,
we would help everything. Business would begin to move

Now, if we can bring about that and thereby save these flocks and
the procuction of wool, can it he said that because of any kind of
political ideas, our ideas of political economy, that that oughtenot
to be done?

The bankers throughout all of the sheep-raising section of this
country are united upon the proposition that this bill will bring about
this effect. The wool commission men throughout this country are
united upon the proposition that this bill will do that. Telegram
after telegram has come here from men who have been engaged in the
sheep business of my State for a lifetitne, men who have reached the
age of 80 vears, in large banking institutions: and they all say that
the only salvation for t%m business, for the industry, is the passage of a
measure such as this,

Treating this bill from a revenue standpoeint, what is the situa-
tion? 1 dare say to this committee that this bill, if enacted into law
will save to this Government at least $350,000,000 of revenue, and 1
say that for this reason: There is a great accumulation of wool



BMERGENOCY TARIFF, 48

ready to be dumped into this country. The mere introduction of
this bill and its passage through the House has caused that wool to
hesitate in coming in here under a duty-free tariff law. If this bill
is killed, or even by indication they are led to beliove that it will be
killed, that wool will be dumped in here free.

We all know that a tariff bill is going to be enacted soon. But
if this session is allowed to go by with this bill dead, that wool will
be rushed in here under our_present free wool tariff law, and this
Government will lose at least---in my humble judgment—$50,000,000
of revenue that it would collect under ‘the bill that the incoming
Congress will undoubtedly enact into law.

Sex;ator Simmons. Will the wool come in if you put these duties
on it !

Mr. Tuurmony, Yes, sir—you mean these duties in this bill?

Senator SiMmMoNns., Yes,

Mr. Tuvrmonn. I do not krow that the duties in the bill of the
incoming Congress will be as high as the duties in this bill.

Senator StMymons, If this bill is passed, if it does not stop the im-
portations of wool then it will do you no good: if this bill is passed
and the wool does not come in hecause of the revenues, then we will
not get the revenues,

Mr. TuurmMoxp, You do not catch me. If this wool does come
in free of duty, certainly you will lose the revenue that you would
get under the bill that will be passed, will you not ¢

Senator Strvons, Of course,

Mr. TnuvryMonp, And it would amount to a loss of those duties,
b;\.cz‘u.lso the wool will already huve been piled up here in anticipation
of this,

. Senator Simmons. You said if this bill was passed you would get
the relief and the wool would not come in.  In that event we would
not get the revenue, g

Mr. Tuurmoxp, There are certain wools that would come into
this country under the provisions of this bill and wenld pav thew:
duties.

Senator Simmons. There are wools wo do not produce in this
country? ‘

Mr. TuurmonDp. Yes, sir: there are wools we do not produce in
this country—ocertainly there are—carpet wools, and we do not pro-
duce them, as 1 understand, in this country,

Senator La ForLerTe. Let me just ask this question ?

Mr, Tuvryosp. Yes, sir.,

Senator LA ForrLerre, Would it then afford any reliof to the wool
industry to put a duty on thoso wools that we do not produce here ?

Mr. Tuurmosnn. No, sir.

Senator LA ForurLerre. Thon, why ngt let them come in free?

Mr, Tuermoxp, They are exceptod from the bill,

Senator La Forrerre. I understood you to say that there wore
certain wools that undeor this hill would pay a duty, and that we would
collect a certain amount of revenue from the adraission of those wools
into this country undor this bill ?

Mr., TnorMoND. Somo wool would come in.

Sonator La FoLrrrre, But thoso wools that will come in, notwith-
standing the duty, competo with wools producod in this country.
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Mr. THurMOND, I can.not say whether they do or not. I do not
think they do with the wools from my country, sir.

Senator LA FoLLerTE., I understood that there were wools that
would come in that would not compete, wools used in making coat
linings and carpet wools, and 1 was just wondering whether if those
wools do not compete with the wools produced in this country and are
named in the bill and would have to pay a revenue, why it was
advisable to put them in here with the high duty on them, when the
sheep industry will get no benefit from the collection of that duty ?

Mr. HagenBarTH, They are not in the bill, Mr. La Follette,
though there are some wools in the bill. It is very difficult to differ-
entiate on that. But, to go back a little, of course, in this emorgency
bill we are not considering the tariff. This has sort of drifted on to
a tariff discussion.,

Senator La Forrerre., Yes, ‘

Mr. HagexBarth, Of course, whore in the past in Ohio, woestern
Ponngylvania, and Wost Virginia, they formerly produce(i 70/80’s,
which thoy produced in great abundance at one time, they can be
brought back with a proper tariff.

\ Senator I.A ForLeTTE. Then, I can see some reason for including
t lomo s

Mr. TirurmonDp, Considering this matter as to frozen beef or frozen
mutton—-—

Senator McLEax (interposing). Where do those wools come from
that compote with your wools ?

Mr, TuurMonD, Australin and South America.

Senator Mcelran, What is the difference in the cost of producing
wool in Austratin and in Texas? ‘

Mr. Tuvusmonn, Well, siv, T have tried to find the cost of produc-
tion in Australin since coming to Washington, and I inquired at the
tariff commission for it, but I ean not goet definitely any information
there relative to the cost of production in Australia.  There is one
itemn of cost of production in Anstralin that T have some authority
upon---I do not know how rveliable it is--but [ understand that
they ave furnished forage in Australin at 8 cents per head per year,
and it costs us a great deal more than that.

Senator Tuomas. Is that pasturage?

Mr. TarrMonn, Yes, sir: that is pasturage: and in South Ameriea
at 48 cents per head a year, and, of course, it costs us a great deal
more than that for pasturage for forage for our flocks in my scetion
of the country and. in fact, in any section of this country.,

Senntor Mel-ax. Can they export their wool to this country at
a profit?

Mr. Turrmosn, Yes, sie: they are exporting to-day, You ean
buy the finest wools that come in competition with our Texas wools
at, I think, 20 cents,

Senmator MeLizax. You do not know what profit that returns to
the Australian grower ! ‘

Mr, Tucrsonn, No, sirs beeause [ do not know what the cost
of production of the wool is in Australin, But | understand that the
Australinn is taking some of his wools and withdrawing some of hi-
wools from sale,

Congressman Hupseer, Mr, Waddell says in his statement that
it costs 4 cents a pound to produce wool in Australia,



BMERGENOY TAXIFF. 45

- Sem%tor MoLeaN. How much does it cost you to produce it in
exas

Mr. TuurMoNp. Under present conditions it would cost us 50
cents a pound, practically, in Texas, Tt costs less than that under
normal conditions,

Senator McLraN. That is under normal conditions ?

Mr. Tuurmonn. No, sir; T said under present conditions,

Senator McLrax, What would it cost you to produce under
normal conditions !

Mr. Tueryvoxp., Under normal conditions T think we can produce
wool in Texas for about 30 cents a pound.

Senator MoLeax. This same grade of wool which comes from
Argentina and South America ¢

Mr. TurrMonp, Some of it comes from South America.

Senator McLraN. What does it cost there?

Mr. TuvryMosn. T do not know, sir. T have not the figures as to
what it costs to produce it.

Senator McCrmner, You produced a number of years prior to the
war for less than 30 cents a pound, did you not¢ On an average—

take the 10 years prior to the war, say, 1903 to 1913,

- Mr, Tuursoxn. T understand from gentlemen who are in the wool
business that they sold their wools in 1912 for 30 cents a pound, and
the cost of production then -~the wool in our country was just about.—
was just about expected to pay the expense of running the sheep,
and the lproﬁt we had out of the sheep, if any at all, was the lamb
produced by the sheep.  We could possibly produce wool under those
conditions; that is, the conditions existing from the time you state-—
1903 to 1913.

Senator McCuamien. That is, 10 years prior to the war?

Mr. THurMoxD. About 25 or 30 cents o pound.

Senator McLiax, What is the difference in cost of delivering the
Australian wool to our markets and the delivery of your wool to
our markets ? -

Mr. ThirMoxw, Tt costs us about twice as much, as T understand
it. Freight rates you refer to?

Senator McLeas, Yes.

Mr. Taurmosn, It costs about twice as much, aithough the
Australian has 500 miles more of railway haul than we do.

Senator La ForLerte. In maintaining the flock, how do you
calculate the productivity of the wool and the mutton?

Mr. TurrMonp, We do it in this way: For instance, if we are
figuring each she stuff, stock sheep——-

q Sf{nmtor LA ForLETTE (interposing). I mean, taking your entire
ock.

Mr. Tuurmonp. We figure the cost, first, of the land to run the
sheep, and the interest upon the land investment. We figure the
cost of the labor, we figure the cost of the feed—that is, of the neces-
sary foods we must buy, such as salt and other feed and furnishin,
water; and then we credit the ewe with the average lamb crop; an
we in our State get, I would say, 60 per cent of lambs as a fair esti-
mate of the production in lambs.

Then the market for those lambs would depend entirely upon the
wool market, because the wool market fixes the market for sheep, of
course. The lambs might be worth $3 with wool at reasonably fair



46 EMERGENCY TARIFF,

prices, might be worth $5, and by figuring the lambs at $5 a head it
would cost us under present conditions from 45 to 50 cents to run
sheep, varying, of course, upon the condition as affecting each indi-
vidual, because one man may have high-priced land that he has re-
cently purchased, whereas the other man may have purchased his
}aﬁd years ago and, of course, he can produce cheaper than the other
ellow. ‘

Senator LA FoLLETTE. In other words, what per cent of revenue
is derived from a flock of sheep, one year with another, on the aver-
age, do you get from your wool, and what percentage of the revenue
do you get from the sale of mutton from vour flock-—how does it
run? There must be some accepted basis of calculation.

Mr. TurrMoND. I have never figured it out, but I believe it would
run just about equal.

Senator LA FoLLETTE. About an even thing?

Mr. TinurmMoxnD. Yes, sir: that would be my experience with that,

Senator I.A FoLLETTE. Then you would not charge up the cost of
keeping a flock, your overhead and depreciation and everything
against the wool production? .

Mr. TnurmMonp, Oh, no,

Senator LA ForLerre. But you would charge it against both?

Mr, Tnursmonp. Certainly,

Senator LA ForLLerTE. And in saying that it costs you so much a
pound to produce wool, do you take into account the income from the
mutton ¢

Mr. TuurMoND. Oh, absolutely; yes, sir.

Senator LA FoLLerre. You say it costs 30 cents a pound to
produce wool, do you count-——

Mr. TnurMoND (interposing). Absolutely, and the mutton that is
produced, and we give the ewe credit, of course, for the mutton, not
only the mutton, but the increase to the flock---the reproduction of the
flock. We give credit for every lamb. In other words, we give the
ewo credit for every lamb that isproduced. Then wo deduct that from
the cost of the running of the animal, and then we figure what the
wool has cost us by taking the difference between the eredit for mutton
and the cost of running her, and dividing it by the number of pounds
we get from the ewe each year.

Doos that make it clear to you, Senator?

Sonator McLran, If the wool growers of this country are driven
out of the business, will the Australian and Argentine producer
compote in their offorts to furnish this country with raw products,
or will they put their heads to%vether to exact from the American
consumor all that the'trade will bear?

Mr. TurrmoNp. Well, sir, § nover knew of peoiﬂe yet who would
not get all thoy could for a commodity of this kind whore thoy had a
man at their mercy who had to buy from them.

Senator McLraN., Have we over had an oxgoricmcc in tho history
where weo could get any light on that subjoect

Mr. Tuurmoxn. No, sir; I do not think so: it may be.

Senator Simmoxs, Thoy have had the oxporionco in Great Britain
where you could got the exact figures about it. Groat Britain doos
not produce anythin§ like the foodstulfs necessary. Ilave thoy com-
bined against Great Britain and put the price up higher there?

’ {
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Mr. TnurMonp. She gets hor wool from Australia. It is a colony
of Great Britain-—and from New Zealand, which is another colony.

Senator StMmons, We got ours from New Zealand ¢

Mr. TuurMonp. No; we got frozen beef from New Zealand.

Senator Stmmons. Where do you say we get wool from ?

Mr. Tnurmonn, We get wool from Australia, South Africa, and
from the Argentine and South America.

Senator SiMmoNs, Now, the question I want to ask you, in line
with Senator McLean’s question, Great Britain in buying her wool
from Australia has no particular wool interests to compete with them.,
She would he in the same condition we would be in if we had no wool,
would she not?

Mr. Tnurmoxn. You mean Great Britain?

Senator SiIMMONS. Yos,

Mr. Tnermoxn., Except sho gets it from her colonies, and we have
no colonies to got it from.

Sonator Simmons, Does Great Britain make her colcnies sell to
her at o loss price than they sell elsowhore? °

Mr. Tuurmonp, T do not know whother she adopts that policy
toward her colonies or not.

Sonator SiMmoNs. Has anybody in Euvopean countries combined
against Gireat Dritain in producing wool ?

Mr. Tnurmoxp. T do not know, sir, whether they have or net.

Senator Simmons. If they have not combined against Great
Britain where they do not produce, why should they combine and
exact nn oxhorbitant price from this country?

Sonator McL.raN. Because we have facilities for competition, and
the habit of combining has grown very rapidly in the last 20 voars
in the production and distribution.

Mr. TuurMonp. I do not know that they will combine against
Great Britain.

___Scnator Simmons. Is there any reason to believe they would com-
bine to a greater extent against us than they would against France,
Germany, and Great Britain ¢

Mr. Truermonp. I do not suppose so.

Senator Simmons. I thought so.

Mr. TrermonDp. But there is just this about it: You remember, I
think it was coffee, that Brazil put a very heavy export tax on at one
time, that being the country we got our supply of coffee from, and the
coffee went very high in this country.

Senator McLEAN. These wools are handled by commission men
very la’i'éely, are they not* .

Mr. TiturMoND. Yes, sir; they are handled by commission men.

Senator McLeaN. And it would not take them more than 24 hours
to have an understanding whereby they could exact the last dollar
from the American consumer of wool?

Mr. Tinurmonn. I do not think there is any question about that.
But the question is, it seems to me, gentlemen, Do we want to stop
producing wool in this country? . .

Senator McLEAN. The question is not that. It is whether it is an
economic proposition for us to do it.

Mr. TniurMonDp. Yes, sir, )

Senator McLEaN. If we are going to get our wool very much
cheaper for all the time, it is worth considering, but if we by destroying

.
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American industry are going to destroy competition with American
products and put ourselves at the mercy of a foreign country, it seems
to me it is worth protectmﬁ.

Mr. TaurMonD. I should think so,

Senator NugeENT. To what extent has the recent increase in railroad
freight rates increased the cost of marketing lambs and sheep ¢

Mr. THurMoND. It has increased it materially, Senat’ . The ex-
act amount I can not state. But I know this, that at the time that the
increased rates went into effect, there was on hand a large clip of wool
in the warshouses of my section, and in order to save the difference in
the freight rates we consigned our wools to Boston before the rates
went into effect and put them aboard the cars and sent them there.
It would have made a difference in the wool clip in Valverde County
alone we figured, of something between $30,000 and $40,000.

Senator NuceENT. Where do you ship your lambs and sheep ¢
oi Mr. TaurMoxp. We ship to Fort Worth largely and some to Kansas

1ty.

Senator NuarENT. What price are you obliged to pay now because
of the increased cost of freight rates over what prevailed prior to the
increase? '

Mr, TuurmMonD. I am not informed,

Mr. HageExBaRTH. Forty per cent.

Senator NuaeENT. And 40 per cent has been added to the cost of
marketing lambs and sheep because of the increase in freight rates?

Mr. TuvaMoxp. Yes, sir—if 10 por cont is correct.

Senator LA ForLrerre., Prior to the passage of the Esch-Cummins
bill thore was an increase of ahout 25 per cent in freight rates during
the war period. .

Congressman HupspeTH., An increase of about 40 per cent wont
into offect the 1st of September on live stock.

Senator McCuuser. What is the increase above 19147 -

Senator {4 FoLLerTeE. We had a 25 per cent increase during the
war period, before this last law went into effect, which was called an
increased war freight rate: and then on top of that you get a 35 or
40 per cent increase ? :

Mr. Tuurmonnp, Wo got an increase of 70 per cent in all, I think,
now.

Senator McCUMBER. An increase over 1914 7

Mr. TaurmonD. Yes, sir.

Senator LA FoLLETTE. You have got the rate, in other words, a
littlo higher than the traffic can stand ?

Mr. THurMOND, Yes, sir.

Senator LA FoLLETTE. They have made the rate, in other words, a
little more than the traffic can stand, and it is falling off, just as they
have made the passenger rates a little more than the traffic will stand,
and it is falling off.

Mr. TnurmMonD. Yes, sir,

Scnator SiMmons. That is the only reason they are not asking for
more. If they thought the traffic would bear it they would ask for
more, and they are not asking for any more.

Senator LA ForLerrE. They are warning us now that at the present
rates the railroad companies ave going to go into the hands of receivers
pretty soon.



EMERGENCY TARIFF, . 49

Senator NuGENT. I saw the statement a few days ago that the
railroad companies were appealing to the commission for further
relicf, basmﬁ their petition on the fact that the revenues derived
were not sufficient to pay the 6 per cent guarantf'.

Senator McLEAN. Woll, most of the people will pay from 15 to 20
cents a mile to ride in an automobile, and they are not willing to pay
th? lrailroad 3 cents a mile to carry them more quickly and more
safely.

Mlb'f Turrmonp, May I presont to the committee some considera-
tions with reference to the relationship of the manufacturer of
woolens and the producer of wool? If this measure is adopted it
has been suggested that the manufacturer would receive certain
benefits from it, The onlyv benefit that I can see is this: It seems
to me that the interests of the manufacturer of woolen goods in this
country and the interests of the producer of wool ought to be mutual.
It may be that the manufacturers will gppose this bill. I do not
believe they will, but let us sa: that we already have in this country
a groat supply of wool; something like a two Years’ supply of wool.
It came in freo of duty. It is hore waiting to be manufactured into
cloth. If that wool is purchased by the manufacturar at the Prico
it is now and he does not manufacture cloth out of it until aftor a
higher duty goes into effect, then ho will sell the cloth to the consumer
under a protective tarifl bill when he bought the raw material out
of which he mado the cloth under a provision for free raw materials,

Senator SiMMoNs. You do not moan to say they would do & mean
thing like that, do you? ([Laughter.)

Mr. Taurmoxp. The consequence is that the consumor would not
bo benefited at all by the failure to enact this bill. In answer to your
.question, 1 do not know; it seems to me thev will buy the wool as
choaply as they can. )

Senator Tuomas. I have been told that the high tariff did not
increase the lwice of the product to the consumer. Your argument
would indicate the contrary. ) . '

Mr. Turrmoxp. I do not think it will, sir, I do not think the
price of wool affects the price of the cloth or the price of the suit to
the consumer at all. But arguing it from tho standpoint that it
would, I understood : our statoement whilo Mr. Hagenbarth was
presenting this matter that this would not reduce the cost of living,
or that this was not reducing the cost of living, I do not think it has
affected the cost of a suit of clothes at all, but it certainly will not do
tho consumer any' good, and it certaink, would hurt the producer,
if the manufacturer were given that advantage in the matter,

But aside from and above all considerations as to the cconomic
effect of this legislation, let me suggest to 5 ou that unless som«.athillyf
is done for the benefit of the men who will be benefited by this bill,
it is going to destroy tho moralo of these peoplo.

Senator McLrax, What could - ou substitute for the wool product
in Toxas if this industry were discontinued !

Mr. THrrMonD, 1 do not think there is any substitute for wool at
all, sir., I do not think there is anything that could be substituted
forit. Of courso we have shodd: -

8042221 ~-—4
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Senator McLEeax. That is not the question. What could you
produce in Texas instead of wool if the wool industr: were discon-
tinued?

Mr. Tauvrmoxp. In our section of Toxas, absolutely nothine

Senator McCumsir. How about cattle? Could you produce cattle t

Mr. TrHurMosD. No, sir; we could not run cattle successfully on
the ranges on which we produce these sheep.  We do run a few, but
the ranges are very rough and they are not well watered for cattle,
and we could not possibly run eattle upon the ranges that we now
put to sheep.  Ts that what you mean, sir¢

Senator McLuaN. Yes; that is what I had in mind.  Would that
same statement apply to the sheep ranges farther north ?

Mr. TuurrMoND. g’os, sir; | thinL it docs. T am not well acquainted
with the northwestern ranges, but I do not believe that the summer
ranges in the Northwest could be utilized profitably, except in the
production of sheep.  Am [ correet, Mr. Hazenbarth?

Mr. HacexBarti. Absolutely.

Mr, Turnrsoxn, Now, the question is, Will you destroy the citizen-
ship in that country? What are they going to do? What is going
to be the effect upon them if this bill is prevented in any manner from
becoming a law 2 The effect in Texas is going to be, I can assure you,
that the people will lose confidence in their Government, because the
Government encouraged my people to go into the sheep business,
They asked them to conserve their sheep during the war,  They
asked them to produce, produce, produce, to the highest that you
possibly can.  Then the sheepmen of my State came to the Govern-
ment and submitted to price fixing. In my humble judgment, wool
would have gone to a dollar a pounﬁ except for that.  They submitted
to that, and they sold their wools to them in 1918 for just a little. if
any. above the cost of production under the conditions existing then,

Our wool sold for a fair enough price in 1919. In 1920 when
we were expecting to get a fair price for wool under the conditions
existing, when our wools were bringing about 72 cents per pound,
the order came out for an increase in the rediscount rates to be
charged by the reserve banking system, and in 24 hours the men
who were 1n our country purchasing wool at 72 cents a pound in the
grease, which means 82 a pound for clean wool, immediately went
out of the market and our wool went down and down and down, until
now we can not sell it at all.  The consequence is that these men
who have advances upon their wool—when the wool had a theoreti-
cal value to amply sustain it the banks advanced us about 35 cents
a pound on the wool, and those banks are now calling for that money
back, or a rebate upon it, so as to reduce it to something within the
value of the wool. Our men can not pay that, because they have
not sold the wool with which to pay it. What is the consequence?
The consequence is that they must sacrifice not only their sheep but
thevy must sacrifice their homes and their lands.

Who are these men that will be sacrificed that way? They are
the backbone of this Republic. Thev are the salt of the earth.
They are the fathers of l‘)oys whose hodies rest in Flanders field.
Those are the men that we appear for here. And I say to you that
whoever is responsible for the death of this bill must take upon
their shoulders the rcsvmsibility of the effect that failure is going
to have upon the morale of the people of that section.
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Senator McCumBer. We are very much obliged to vou, Mr.
Thurmond. We will now hear from Mr. Schilling for a short time
on the dairy question.

Mr. Hagrxpavrn. Mr. Chairman, with yvour permission, 1 vould
like t make n correetion in my testimony. ] understand 1 was
understood as suving that the National Waool Warchouse in Chieago
had advanced 36 cents a pound on the 40,000,000 pounds of wool
that they have. The advance is 26 cents instead of 36 cents,

STATEMENT OF MRBR. W. F, SCHILLING, NORTHFIELD, MINN.,
PRESIDENT TWIN CITY MILK PRODUCERS' ASSOCIATION.

Mr. Scipevasa, Mr, Chairman, T am a furmer, living at Norghficld,
Minn, My businoss is raising divewilied farm products. Also T am
president of the Towin City Milk Producers’ Association, an creaniza-
tion composed of 5,300 farmers producing and marketing milk, and
also making about 5 oearlonds of chicese ond & earloads of butter a
week and selling it cooperatively, 10 s strietly o farmers’ cooper-
ative organization from start to tinish,

I am interested primarily in the marketing of butter and cheese at
the present time and the eoandition of that market relative to the
forcign products that are coming into our country. 1 want to say to
you that in the vear 1117 there were 307,750 pounds of Lutter
mmported into this eountry,

Senater Toosas, Have yvou the export figures?

Mr. Senneeinag, Nos 1 do not have those here.

Senator Tuomas, Have vou any idea of the amount ?

Me. ScirorinG, b eowld not give it to vou: no, siee 1 am here in
the place of Mr. Camphell, the president of the National Producers’
Association, who had to leave the city at noon.

Senator THoMas, Are yvou prepared to sav whether there is nayv
export or not ! *

Mr, Semprixa, I presume thers v as-—in 1017 ¢

Senator Trnosas, The same vear vou have given,

Mr. Scunuinag, I ean not give vou taat, In 1919 there were
9.510.000, and i the fiest 10 months of this vear there vere 300,642,000
pounds of butter immorted into this country.

I want to sayv to vou that we, as daievinen in the Central West ---
and [ believe we are in the very heart of the best dairy section in the
world-imv e soniething  over 900 cooperative creameries in our
country, and the prodiaet is all marketed and made as cheanly as it
can be made anyviwhere in America, the expense of manufacturing
heing about 8 per cent, costing about 21 to 31 cents a pound to man-
facture that butter at these cooperative plants at the present tisne,

Senator Nveeyr., You are aware of the fact, are vou not, that
neither butter nor cheese is ineluded in this bill?

Mr, Sennana, Yes: we would like to have tiem included,

Senator Nvaenr, It is vour desire to have the bill so amended,
then, so as to include a tariff dutv on both hutter and cheese ?

Mr. Scuing, Butter and cheese, ves; and also on the milk.

Now, there is not a very vast amount of liquid milk brought into
this country, except over the Canadian horder: T can not say exactly
how much, but I should think around 700,000 pounds a month,

But my object is this, put,t,ingI the proposition as I see it as a
practical farnor in our country. I want to emphasize this fact, that
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1 believe vou people will recognize that the dairy industry, or the
cow, is the cornerstone and backbone of successful agriculture all
ovoer tho world, not alone in this country but everywhere olse. In
other words, it is the backbone of the feeding of the Amorican people
and tho people everywhero. I think most of us realize that, and that
the effect of this foreign matoerial coming in here in such large quun-
titios is going to drive those people out of business.

Lot my illustrate. Yesterday I was down at a building here in
our own city of Washington. T met thoro a farmer who lives in
‘irginin and supplies his milk to Washington.  Ho said he was milk-

ing 25 gallons of milk a day. and he was the fiftieth one within two
weoks who camo in and said it was impossible. that they had turnoed
his milk down and he could not sell his mitk. That is a very serious
situation.

Sonntor NvGenr. Why had that action been takon?

Mo. Scimnring. There was no market here,

Sanator Thnoyas, Well, we consumers have to pay just about the
same as we did during tho war.

Senator Nveent. Was that condition attributed to the importa-
tion of milk into the country?

Mr. Scuinnaxa. The importation of dairy products, very largely,
bocauso it is backing up milk in overy conter. It is closing up the
condensaries everywhoro. .

Senator NvarNT. I knew that the ono in my State. noar whero I
live. hud closed down some time since, but T did not know they had
been closing generally.

M. Scnniaxae. Practieally gonerally

Senator THomas. Do you not think that that indicates in somo
dogree a decrense in the purchasing power of the people?

Mr. Scmisag. Woll, '( ould not say that oxactly. Up to this
date it has not affoctad -up to Septembor that would not have affected
anyhody. the decroase in purchasing power, boeauso things wore prac-
tically normal in Septomber.

Sonator Tnomas, Whon you say that right around here near
Washington the farmers are unable to sell their milk it is astonishing
to me. .

Mr, Scnmxa. It works this way.  There is from 41 to 5 per cont
of tho milk in this country that goes to the condensaries.  You close
thoso condensaries, and where aro those fellows going to put that
stufl ¢ Thoy have no factory, the thing is shut down, and they have
no way to manufacture it into buttor.

Senator Tnomas. Was this Virginia dairyman solling to a con-
donsor?

Mr, Sennnanag, No: he was selling hero on the loeal market. There
wore 50 of thom within two weoks.

Sonator Tuosmas, I am not questioning vour statommt. but it is a
remarkable fact.

My, Siietane, It is so in evory large city in the country. 1t is
becauso of the fact that there is o much importation of butter and
cheoso and these other things. When you increase in 10 months
time from 9.000,000 to 30,000,000 pounds of importation--—

Senator Tnosas, How has that affectod the prices here?

Mr. ScunriNag. The prices have come down very materially*

Senator TnoMas., To the consumer? [Laughter.]
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Mr. Scuinrina. Well, T do not know as to that, but still quite
matcrially to the consumer, a great deal more so than with meat.
The prices of dairy products are far below those of any other farm
commodities and also the prices of manufactured goods. They have
been running below them all.

Senator McLraN. Just how does the importation of cheese and
butter affect the consumption of fresh milk?

Mr. ScuiLLiNG. It has not affected the consumption of milk. Weo
are selling practically $4,000,000 worth of milk. It has not affected
the price of milk in St. Paul or Minneapolis. The consumption of
milk in those cities hag increased rather than decreased.

Senator McLrax. Then why has the market for fresh milk in Wagh-
ington been so curtailed that the farmers are compelled to dispose of
their herds?

Mr. ScuiLLiNG. 1 can not tell you that: you would have to get that
yourself. .

Senaior NvokNT. Do you suppose they have curtailed the supply
in order to maintain high prices? 1 am.referring to the dealers.

Mr. SciiLuing. Ido not know as to that, Senator.,

Senator NvGeNT. If there were 50 farmers who within a period of
two weeks found themselves unable to sell their supply of milk to the
dealers in this city and there has been no reduction of the price to the
consumer, would that tend to indicate to your mind that it was the
policy of the dealers to curtail the supply of milk in order to maintain
thie high prices? .

Mr. Scuininag. Unfortunately, Senator, I do not know the con-
ditions with reference to milk in Washington, but here is what pre-
vailed in our State: I am the president of the organization that
furnishes the milk to St. Paul and Minneapolis, and I know that
when the supply of milk is increased we have lowered the price and
the consumption increased. I want to say to you, too, that it was
because of our cooperative organization that that was done.

Senator Simmoxs, Ifave you the figures that show the annual
production in this country of this condensed milk you were speaking
about? '

Mr. ScinrinG, Not the figures, only that it is about 4} to 5 per
cent of the total product of milk in America that goes into the form
of condensed product.

Senator SimMoNs. You gave us some figures as to importation
a while ago.

Mr. Scniniing. That was butter, not condensed milk.

Scnator McLran. Is the consumption of fresh milk decreasing, or
is it increasing ¢

Mr. ScmiLLinGg. I ean not say relative to that. But I want to say
it is very significant that the production of butter in America has
fallen off greatly in the last year.

Senator McLeax. The consumption !

Mr. Scminnanag. The production, I say; not the consumption.
The production of butter is falling off and will continue to fall off.

Now, just & few words, and I will give you what to me, as a farmer
who is interested in the eight children I have at home-—-

Senator Tnomas. Just & moment. Scome gentleman in the audi-
ence here has handed me this statement, and I will put it into the
record in connection with the question f asked. The retail price of
milk here in Washington now is 18 cents a quart.
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Mr. ScininrLing. That is the retail price here.

Senator McLeaw. It is from 18 cents to 30 cents. That is, one
ggalit{: if you want the best milk in the market here you must pay

cents.

Senator Trowmas. Eighteen-cent milk is good enough for me; I am
a salaried man.

Senator McLeax. It runs from 18 to 30 cents.

Senator SimwoNns. You gave certain figures as to importation,
but I did not understand what production vou were speaking about.

Mr. Scninuinag. It was the importation of butter that I referred to.

Senator Simmoxs. Now, can yvou give us the annual production of
butter in this country?

Mr. Scmniiza, I have that here- -

Senator McLran. I was wondering why the genersi consumers’
strike throughout the country on almost every necessity had not
finally touched milk. Have thty got the price so high that the con-
snmption has decreased?

Mr. Semntana, Have you ever studied. Senator, the food value of
milk relative to that of other products?

Senator MeLeas., 1 have read the statement many times,

Mr. Senniing, That is the last thing that people will go without,
A'an will stand a raise of 25 cents a drink on whisky, but not on
milk.

Senator McLeax, Gasoline is the last thing he will go without,

Senator NvaesT., What is milk selling for per quart in your
section at retail?

Mr. Seninnixe, Twelve cents,

Now, I would like to give you something here that will interest
vou gentlemen as Senators living in different parts of this country.

want to suy to you that our cooperative organization has served
this purpose, that when milk sold at 14 cents a quart throughout
America in the majority of the cities the farmers received 6 cents a
quart and the distributor of the milk received 8 cents.  In our two
big cities of St. Paul and Minneapolis the farmer received 8 cents
and the distributor received 6 cents. There is the most striking
example of practical cooperation and what cooperative industry can
do, 1 think, that has ever been exemplified in America.

You asked me what the production of butter was. The produc-
tion of butter in 1919, as sent to the four leading markets—New
York, Chicago, Philadelphia, and Boston—was 431,846,100 pounds,
and ig 1920 only 370,381,000 pounds, a falling off of over 100,000,000

ounds.
P Senator Simmons. How much did you say was imported ¢

Mr. ScuiLLiNng. We imported in 1920, 30,642,000 pounds, as against
1,307,000 in 1917.

Senator McCusmper. What effect has that had on the price of
butter?

Mr. SciiLring. It has brought it down.

Senator McCumBer. How much has it decreased ?

Mr. SciiLeing. Between 40 and 50 per cent.

Senator McLiaN. What is the wholesale price of butter?

Mr. ScuiLiiNg. I would say, offhand, about 55 cents a pound.

Senator Tuomas. And what is it at retail ?

Mr. ScuiLLiNG. I do not know that. We take our butter home
from our cooperative factory and have it charged back on the milk.
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Senator McCrmner, Do you mean to say it was from 40 to 50 per
cent higher than that before?

Mr. Seninuing, Yes: that is, that the slide has Geen about that.

Senator SimmoNs. What was the price before the war?

Mr. Scinting, The wholesale price before the war was sround
34 or 36 cents per pound, New York prices.

Cheese is something we are interested in. At the present time
cheese is only 194 cents by the earlond, and hard to so!*. We make
three carloads o wecek, and it is very hard to sell it,

Now, I asked these gentlemen, these farmers that came in here
yesterday, “What condition are you in? Haven't you anything
else on your farm to sell?”  He says, “Absolutely nothing; T owe
a lot of hills, and T have got to sell that milk and get the money
to pay those bills. There is no market, they say, and I can not
gell it.”" That is an awful condition. In our country we have
some potatoes and a little wheat, corn, and oats, but this fellow
had nothing else. T said, “Are you going to sell your cows?’ He
said, I can not: they cost me from $150 to 8200 apicce, and I (an
not sell them for 850 apicce.”

But the point is this, gentlemen: Must we raise our children—
well, I won't say our children, beeause 1 want my children to work,
I want my kinds to milk cows. I want them to work. 1 want
them all to work., But 1 do not want my wife to milk cows, and
yet the women of Deamark are producing this butter, and the butter
that comes in here is produced by women entirely. I have had
some Danes working for me on my farm. The man had never
milked a cow in his life, but the woman- -although she was not
required to do anything but housework-—could milk a cow, and
. she said the women of Denmark did all of what we call man's work.

Senator McCusmner. About what protection do you think you
ought to have?

Mr. Scninning. I would say from 6 to 10 cents a pound on butter,

Senator McCvaBer. How about cheese?

Mr. Scuinrang., Well, say from 7 to 15 cents, Senator,

Senator McCumprr. Very well; we are very much obliged to you,
Mr. Schilling. Is there any one else that desires to be heard on this
subjoct ?

STATEMENT OF MR. A. M. LOOMIS, SECRETARY NATIONAL
DAIRY UNION, WASHINRGTON, D. C.

Mr. Loosis. Mr, Chairman, we are making arrangements for the
putting of the official figures on this situation into the record on Mon-
day, if we may have permission. 1 represent the National Dairy
Union as its secretury. Prof. ¢ eorge l.. McKay, sccretary of the
National Creamery and Butter Association, will be here.

STATEMENT OF MR. PRAGER MILLEBR, ROSWELL, N. MEX,,
Pﬁﬁ?{ggll'f OF THE NEW MEXICO WOOL GROWERS' ASS0-
C .

Mr. MiLLer, Conditions surrounding the sheep industry of
New Mexico and the Southwest at this time are oxtremely
critical, and without the relief expected through the enact-
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ment by the present Congress of emergency tarifl legislation
the industry will be practically destroyed. It is physically
impossible for us to compete with the cheap foreign wools now
being sold in this country, and unless market conditions are
stabilized we will be compelled to avail ourselves of a thoroughly
demoralized mutton market for our breeding stock. It is not a mat-
ter, Scnators, of saving a few sheep men, but one of saving the whole
business structure of the Southwest. Aside from a very few indus-
trics, we produce practically nothing but live stock and farm prod-
ucts, and when the farmers and live-stock men are put out of busi-
ness you have certainly destroyed our financial institutions as well.
In fact, gentlemen, we are facing such a serious situation that with-
out immediate relief we will be set back 25 vears.

As evidenced by the gentlemen who have preceded me, these same
conditions prevail throughout the entire West. Senators, I have
been brought up to believe that our Government was a Government
for the people, and I hope that I am not to be disappointed in that
belief. The Fordney oemergency tariff bill, as I understand it, is
intended to function to preserve the food and clothing supply of this
country. The putting into effect of the duties specified in this meas-
ure could not possibly, in view of the tremendous surplus of wool in
this country, work a hardship on the consumer, but, on the other
hand, would prevent the destruction of the producers’ power to fur-
nish the future demands of the consuming public for food and clothing.
If further dumping of foreign wools inte this country, at prices that
would net the American grower 14 cents per pound, which is far
below the actual cost of production, is allowed it will mean absolute
suicide to the industry. :

We realize, gentlemen, that the present condition of the country is
a result of the World War. Confronted as we are with the increased
burden of taxation and increased cost of production to the producers
of the nation, together with the difference in exchange which affords
a bonus to those importing commoditics into this country, it is
plainly business suicide to continue production.

i appeal to the members of the committee for relief in hehalf of my
people, not for the protection of the individuals engaged in the lines
of industry affected in this bill, but to save the industries themselves.

This emergency act would undoubtedly stabilize the wool market
and therehy create a basic value for wool at or near the price at
which foreign wools can be laid down in this country. This would
invite abundant capital that now lies idle waiting for the bottom
prices to be reached, and thus save the plant that produces the major
portion of our wool and mutton supply. Delay of a relief measure
until a tariff law could be enacted by the incoming Congress would
spell disaster to us that would necessitate years from which to recover.

The woolgrowers of my State ask no favors over any other class of
American citizens and believe this legislation would affect our entire
citizenship equally. :

Senator McCumBER. If there is nothing further this afternoon, we
will adjourn until to-morrow at 10.30, to meet in the Office Building.

(Thereupon, at 4 o’clock p. m., the committee adjourned, to meet
at 10 30 o'clock a. m.. to-morrow, Friday, January 7, 1921.)



FRIDAY, JANUARY 7, 1021.

UnNrTED STATES SENATE,
Coxmrrree oN FiNaNce
Washkington, D.c.

The Committee on Finance met at 10,30 o’clock a. m. on the above
date in room No. 312, Senate Office Building, Senator Porter J.
McCumber presiding.

Present: Senators MeCumber, Smoot, MeLean. Calder, Sutherland,
Simmons, Thomas, Jones, Gerry, and Nugent,

STATEMENT OF MR. GEORGE D. BRIGGS, NO. 26 MADISON AVENUE,
NEW YORK, N. Y., REPRESENTING THE NATIONAL SHEEP AND
WOOL GROWERS OF AMERICA.

The Ciamrman. We will go right on with the hearing, if you are
ready, Mr. Briggs. We will be very glad to hear from you.

Senator Syoor. If you can confine your remarks to a subject mat-
ter that has not aiready been covered, Mr. Briggs, we will apprecinte
it greatly. We do not want to be caught here next Tuesday with a
house full of people to be heard from and then have that used as an
excuse to continue these hearings. '

Mr. Bricas. I shall be very glad to act in. conformity with your
suggestion, Senntor, In fact, I will take only about 10 or 15 minntes.

here are one or two phuses especially in connection with the wool
industry that I wish to emphasize. I believe that we are all agreed
that the farmer and the stock raiser are the basis of our national
prosperity and, in consequence, should be protected. They are the
oroducers of our necessities. If they do not produce, we do not eat.
‘he growing of wool involves not only food but clothing—two neces-
sities. I would suggest that it is not alone because of the importance
of the industry to t%w Nation, but also because of the importance of
not ;lepending upon the outside world for so important a necessity as
wool.

We all recall that during the World War, when we were cut off from
the wool froin the outside world, it was a very serious situation; and
if sheep husbandry in America is permitted to languish, that serious
situation may recur at any time.

The woolgrowers, as we all know, are now in a very serious posi-
tion. They are unable to market their wool, even at a ruinous figure,
and the tremendous amount of unmanufactured virgin wool in the
world is a menace, because it naturally would be dumped in America.
America is the great market, for three important reasons: First, be-
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cause we have the money and can pay for the wool; second, because
the prevailing rates of exchange place a bountt);upon sending the wool
to this country; and, third, because the United States, while it hus
approximately one-sixteenth of the ¥opulation of the world, uses more
than one-fifth of the total amount of wool manufactured in the world.

I would like to emphasize the Inrge amount of unmanufactured
virgin wool that is now in the world.

Nenator Trnomas, You say we consume one-fifth of all the produc-
tion of wool in the world?

Mr. Bricas. Practically: yes, sir.

Senator Tuomas. What proportion do we produce of that one-fifth?

Mr. Brices. We produce approximately 300,000,000 pounds. I
think. T believe the 1920 clip 1s only about 260,000,000 pounds,

Senator Tuomas, What percentage of the fifth would that be?
Or, to put it in another way, if we consume one-fifth of all the wool
production, what is, in fractions, the proportion of the production
i the United States to the world production?

Mr. Bricas. The world production? The British statisticinns es-
timate the 1920 clip as 2,700,000,000 pounds.

Senator Ssoor, We produce in the United States one-tenth of the
amount of wool grown in the world?

Mr, Bricas. Yes. 1 was speaking of the amount manufactured.

Senator Troyas. We produce about one-half of what we manu-
facture and consume. Is that right? :

Mr. Bricas. It is considerably less than 300,000.000 pounds that is
manufactured each year, and the world’s production ranges from °
2.500,000,000 pounds to 2,800,000.000 pounds.

Senator Syoor, No: we manufacture more than 300,000,000 pounds
of wool in the United States.

M]t-. Bricas. In 1919 we manufactured 627,000,000 pounds of grease
wool.

Senator Syoot. T understood you to say 300,000.000.

Mr. Brices. T would like to quote from a press notice dated London,
England. January 5, which appeared in a New York daily newspaper
on the same date:

One of the most bmportant problems s the large stock of coloninl wool hought
under war contracts,

Continuing this dispatch states:
This stock comprises nhout 2,500,000,000 bates,

The colonial bale ranges as high as 350 pounds, but, allowing only
300 pounds to the bale, this means that the British Government to-day
owns colonial wools to at least three-fourths of a billion pounds.
This does not include the new clip. As I stated a moment ago, the
British statisticians estimate that the 1920 clip will be 2,700,000.000
pounds. That is three-quarters of a billion pounds of colonial wool
to-day owned by the British Government as exclusive of the present

clip.

fn connection with these figures please note that the Government
Census report of the Burean of Markets of the United States Depart-
ment of Agriculture estimates on June 30 that the amount of wool
in the hands of manufacturers and dealers in the United States was
431,031,547 pounds. At that time, as you will recall, very little of the

.
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1920 clip bad been marketed, if any, ns in fact to-day probably from
30 to 90 per cent of the 1920 clip is still in the growers’ hands.

But let us deduct from that what possibly has been manufactured.
In 19i) we manufactured 627000000 pounds of grease wool. That
would be about 300,000,000 pounds for the six months. During 1919,
the greater part of the vear, the demand for wool cloth was un-
precedented : but let us remember that in the past six months prob-
ably not more than one-half of the textitle machinery is heing
operated in the United States.  So it is fair and conservative to esti-
mate that in the past six months not more than 150,000,000 pounds
have heen manufactured.

So that a very conservative estimate would be 281,000,000 pounds
and over, exclusive of the present year's clip, and that would not
include Government-owned wools,

Therefore from those three sources that T have mentioned there
would be to-day in the world 3731031547 pounds of unmanufac-
tured wool,

Please nlso note that that does not inelude the South American and
African wools, exclusive of the 1920 ¢lip, of which there is a con-
siderable amount.  So it is a conservative estimate that to-day there
is more than £000000,000 pounds of unmanufuctured virgin wool in
the worlkd.

This, gentlemen, menaces the woolgrowers in the United States,

In connection with those figures. and bearing in mind what T have
attempted to emphasize, the three important reasons why this wool,
unless we have an adequate tariff, would be dumped in America, add
to those reasons the difference in the cost of pro«lluctinn. I have not
seen the report of the Tariff Commission, but T am informed that
they gave as the average cost of production for the western range
States 45 cents and a fraction per pound. They gave the cost of
production in certain States as high as 48 cents and a fraction per
pound.

Senator La Forrerre. Is that confined to the cost in a particular
center?! If so, state what center.

Mr. Bricas. Those figures were for 1919: but I am informed by
the western woolgrowers that the cost of production for 1920 was a
little in excess of that.

Senator La Fowvkrre. Can you give the cost of production for
1918, 1917, 19162

Mr. Brices. I can not.

Senator La Forvkrre, 1915, 19147

Mr. Bricas, I understand that in certain States the normal cost of
production is as low as 30 cents, but my understanding is that that is
prewar cost.

Senator Tuomas., Prewar cost?

Mr. Brioes. Prewar cost. I was informed that there are certain
range States where the present cost of production is ds high as 50
cents.

Senator THoMas. What was wool selling for in 1913?

Mr. Brigas. I can not give you that figure this morning.

Senator Troyas, It was not selling for 30 cents, was 1t $

Mr. Buices. I am not prepared to give you those figures this
morning.
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The point I wish to emphasize especially is that these facts that
I have just stated. it seems to me, make it apparent that unless un-
usunl measures are at once adopted to \)rotect the American wool-
grower he is going to be wiped out, and it means an industry that
Is important to us not only from the standpoint of producing wenlth
but also from the standpoint of our being able to provide our neces-
sities in ease of exigencies arising—for instance, war,

In this same connection I wish to emphasize another point,

The National Sheep and Wool Growers received a letter from a
retail clothier, who stated he had a number of farmers among his
customers, and he stated also that during the war he urged these
farmers who did not keep sheep that, as a patriotic duty, 5oy should
stock up with sheep, which they did. And now they came to him and
they said, “* You fm\'e gotten us into this. We have invested our
money in sheep,  Now tell us where we can sell the wool.™  This re-
tailer wrote to the Nationul Sheep and Wool Growers and said. * You
will have to help us wot on that.™  Of course, we could not help them
out on it. The National Sheep and Wool Growers' enmpaign for
more sheep and more wool during the war was effective, Tt estab-
lished boys' and girls’ sheep clubs, ete.. and we were instrumentat
in getting a great many people to keep sheep: and there are plenty
of instances to-day where t’wso men who were induced to go into
the sheep business have had their loans ealled by banks and have
heen closed ont of a third or less of the costs they put in.

Gientlemen, I submit to vou that we ought to do something for
those men in the way of protecting them.

Senator Syoor. All of them are not in the same fix, There is one
member of our committee who was induced to go into the sheep
business, and hought a number of head of sheep, and last year when
he wanted to shear them he had a diflicult task on his hands to find
anybody that wonld shear his sheep for the wool. e is in this
room at the present time, and ean spenk for himself,

Senator MeLean. The farmers in Connectient who were persunded
that it was their duty to take up the sheep industey in ovder that
the soldiers might wear woolen in the winter found that they could
not sell their wool this spring for anything. Thevre was no market.
So we pooled our wool and hired somebaody in Rhode Island to make
it up into blankets,

My, Brices, Then conld you sell the blankets?

Senator MeLeax, Well, that vemains to he seen. We ean use the
blankets.  We ean give them away.,

Senntor Thosas, Yon have had a similar losing experience in
regard to all your farm preducts, have you not, Senator? T think
- you were telling me something about it,

Senator MeLeax. T should not have mentioned this but for the
fuct that Senator Smaot ealled attention to it. Tt is true that, no
matter what*the product is, the farmer just now is probably suffer-
ing as much as, if not more than, any other class of people,

Senator Trromas, Yes; he is suffering on the whole line of his
products.

Mr. Briaes. It is very important, it seems to me. for us to protect
the farmer wherever he needs it, because the boys will certainly leave
the farms. In almost every crop, from cotton right down the line
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to wheat, the cost of production is greatly in excess of what you can
sell it for. The young fellows are not going to stay in a losing
game. There willybe an exodus from the farms, and the old folks
will be forced to cut down on production to their own needs.

Senator Tromas. On the other hand, manufacturers in the cities
are closing down.

Mr. Bricas. That is very serious, indeed, and I feel that the manu-
facturer should have protection in this crisis, because it is necessary
to keep these industries going. But in that connection T would like
to emphasize this point, that in case of need, even if the boys leave
the farms and if the farmers have to curtail their production to
merely what they consume themselves, in case of an emergency,
war, for instance, and increased demands, we can plow the fields
and in a season or two we can take the erops.  But not so with the
wool industry. If we permit sheep husbandry to be wiped out, ns
it certainly will be unless it is protected from.the dumping of these
4,000,000,000 pounds of foreign wool, it means that it will take years
to reestablish the industry: and it ean not be reestablished in time
to meet the emergency in case of another war if we are cut off
from the outside world with our own industries wiped out. That
would mean that we would have to pay a frigthful price for our
shortsightedness.  Sheep hushandry could not be reestablished in one
year or in two vears, }t would take severnl vears,

Senator Joxes. May T ask the witness a few questions?

The Cuammayx, Certainly. ‘

Senator Joxes. Have vou any information as to the different
grades of wool now in the United States?

My, Briges. T have not any detailed information on that, Sena-
“tor, but T wouid state this point—you refer especially to the ques-
tion of fine wools?

Senator Joxes, Yos,

Mr. Brices. T ean not give you detailed figures on that question,
Senator, but T would like to emphasize this point: During the past
few years we had to develop finer grades of wool here, so that the
United States could meet all demands, and T believe we have the
blood and the brains to do it if the woolgrowers can be given reason-
able assurnnces that the business will be stabilized so that they will
be given a chance to get on their feet. Tt would be the part of un-
wisdom for any man to invest his brains aud capital in the wool-
growing business unless he has some reasonable assurance that the
present critical situation is not likely to recur from time to time,

Senator Joxes, We have had that problem in this country for
many years, have we not?

Mr., Briges. We have, yes: and the woolgrowing industry has
been declining steadily in America.

Senator JoNes, What T am getting at is this: The statement has
been made to me, and I have every reason to believe that it is'an ac-
curate statement, that we have in this country now a very large
supply of the coarse wools and that we have no need for them in
our manufacturing industry, but that there is not in this country
any large supply of fine wools. I would like to know what per-
centage of the wool consumed in this country is the fine wool and
what percentage the coarser wool.
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Mr. Bricas, I doubt, Senator, if there are figures that show that
definitely. It ean be approximated,

M. Syoor, It varies every year, One vear the season is for chev-
iots, and, of course, they - jll take a conrser wool. Next year it
will requive another class, possibly cashmere, which will require a
finer wool.  Fvery vear varies as to the demand for the cloth that is
manufactued and the wool required to manufacture it,

It is true that we are short of veal fine wools. In fact, we have
not any wools to speak of raised in this country that will produce
n No. 70 or No. S0 thread.

Mr, Brices. It is also true that these cheaper, coarser wools, of
which we have plenty, make very serviceable fabrics, and they ave
very apptopriate at this time, when the public are erving for lower
prices. I believe they would be welecomed.

Senator Ssteor, They ean only be made into a certain class of
pomds,

Senator Joxes, T am also advised that we have a large supply of
coarse wools in this conntey that there is no prospect of being con-
sumed in this country for some years to come, and that we vill have
to manage somehow to export a considerable part of the coarse
wools now in the United States. Do yon know anything about that?

My, Brices, T believe that we will be able to use up the conrser
grades of wool.

Senator Svoor. We are importing now a great deal of earpet wools,
one-quarter and three-cighths bloods, from South America.  They
are coming in here for carpet purposes all the time.  The bulk of
the importations is of carpet wools, '

Senator Stamoss, To what extent do we produce earpet wools in
this country?

Nenator Syoor, We are producing great quantities,

Senator NveeNTt., Let me ask you this question: I was advised a
sho't time ago that approximately one-half of all the wool that
was raised in the United States was consumed in Germany and
Austrin priov to the war. Is that correct or is it not—or do you
know?

Mr. Briacs, T think it is n mistake,

Senator Syoor, Of conrse, it is a mistake. A1l you have got to do
is to go down here to the Treasury Department and find the number
of pounds of wool exported.

Senator NveeNt. T did not know the facts. T had been told that
that was true, and 1 was merely asking for information.

Mr, Bricas, 1 think it is a mistake, Senator.

Senator Nveest. Thank you.

Mr. Brices, The great point T want to emphasize, and which T
will emphasize and close with that, is that sheep husbandry. even
more than other industries, should be protected, Jor the reason that
it takes several vears to reestablish it 1f it is permitted to languish.
It should be protected and developed. not only because of the wealth
it produces but beeause it is necessary for the preservation of the
safety of the Nation.  Wool is an important necessity, and we should
not depend upon the outside world to produce it.

Senator Gerry. Does not the question of dogs come in there? Tt
does in the East.
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M. Bueas. Those points are all important, and I feel that the
wool growers should be protected on that score also. T am not saying
that this is the only thing that should be done for the wool grower,
but I say that this.is the immediate thing. When a person is about
to die from a preventable cause, of course we have to save lus life,
and then there are a great many other things that we can do for him
afterwards, T believe that there should be national dog legislation,
if necessary, to protect the wool growers against predatory nnimals.
The National Sheep and Wool Growers' Association advoeates that,

Senator McLeax, Where the towns or municipalitics pay for the
damnge done by dogs, that is the only market the farmer has got for
his sheep.

My, Brigas, T believe there should be National and State legislation
on that point.

Senator Gerry, I know that legislation was suggested on that point
in one of the revenue bills,

Mr, Bricos. It is a very important point.

Senator Tromas, Do you think the Government should undertake
the expense of protecting the sheep industry against dogs and preda-
tory animals?

Mr. Brices, 1 have tried to emphasize that it scems to me that
sheep husbandry, for the reasons I have mentioned, is o part of our
national defense.  We spend a great amount of money on fortifica-
tions and coast defenses, and all that sort of thing. Tn addition to
its being an important industry that contributes wealth, we take the
stund that the sheep husbandrey, beenuse it produces an important
necessity of life which can not, like wheat and cotton, he raised in a
season, should be protected as a matter of defense, beeanse if we hinve
a war and are cut off from the outside sources, it is going to he a
mighty serious thing, We realized that during the last war,

Senator TrHomas, How long have you oceupied your present posi-
tion—about how long?

Mr. Bricas. You refer to the position on the governing board of
the National Sheep and Wool Growers' Associntion?

Senator Tromas, The position you now occupy.

Mr. Bricas. T have been a member of the governing board for
about a year.

Senator Tuomas.- Ahout how long have you been identified with
the wool industry and sheep industry ?

Mr. Briges. T am not identificd with the sheep industey. T am
interested in it.

Senator Trovmas, T do not, of course, assume that von have any
pecuniary interest in it. How long have vou studied the subject?

Mr. Briaas. T would like to mention that the National Sheep and
Wool Bureau is a coordinate body to provide an instrumentality not
only where woolgrowers and farmers bt others who are interested
in promoting sheep husbandry may come. We have among our
membership Herman Ritter, ex-president of the National Retail
Clothiers’ Association, so that the membership of the bureaun is not
exclusively farmers and woolgrowers.

Senator Tiomas. I was simply trying to ascertain your com-
petency to answer a question that T wanted to put to you.
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Mr. Brigas. I would not for a moment pose as an expert in any of
these things. I am interested for the reasons that I have explained.

Senator Tuomas. My question is this: Of course you are aware,
as we all are, that at various times in our commercial history we have
given wool considerable tariff protection. During those periods the
number of sheep in the United States has decreased, and I wanted to
ask you if you are capable of explaining that phenomenon?

Mr. Brices. In that connection, I am not wholly unfamiliar with
sheep and farming, because the first 21 years of my life were spent
on the farm, and J am fumiliar with sheep and all that sort of thing
and I am deeply conscious of the truth of what you say. because {
realize that sheep are unprofitable, but not because of the tariff. It
was in spite of that fact.

Senator Smoor. Would it not be fair to make this statement. that
they decreased just as the ranges have been decreased, and the num-
ber of the sheep in the United States are regulated by the range they
have to graze upon?

Senator TroMAs, Precisely. In other words, it is not because of
the tariff, but in spite of it.

Senator JonNes. 1 think we had better put Senator Smoot on the
witness stand. We will get more evidence Eere.

Mr. Bricas. My thought on that is this: The decline is not as great
as it would have been had there not been a tariff,

Senator Troyas, But the decline was about the same as it was
when you did not have a tariff.

Mr. Brigas. 1 would like to use the illustration again that I used
awhile ago. Here is a person that is threatened with death that is
preventable. Of course, there may be several things the matter with
the man, but the first thing we must do is to save his life. The same
thing is true of sheep husbandry. It seems to me perfectly apparent
that 4.000,000,000 pounds of unmanufactured virgin wool ready to be
dumped into this country, under the conditions which T have men-
tioned and with which you gentlemen are familiar, will act as a
malgnot to draw that here, and it will be dumped here.

The Tariff Commission’s report to which T referred a rhoment
aro, 1 am informed, states that the average cost of foreign produc-
tion is only about one-third of the average cost of production in the
United States, ITf we arve going to save the life of sheep husbandry
in the United States we have got to have protection against this
foreign wool that is all ready to be dumped herve. That is the first
thing we have got to do. There may be other things which should be
done, and perhaps we have been remiss in not doing the other things
before: but that is the first great task.

Senator Tuoyas, That statement is perfeetly clear, but T do not
think it is an answer to my question.

Mr. Brices, Senator, T would be very glad to make a further effort
if vou will restate your question.

Senator Tiosas, No: I think the Senator from Utah |Senator
Smont| has answered it.

Senator JoNks, What T Have been trying to get at is how the
tariff on wool is goinF to help the present price of wool if we have
such a surplus of wool already in this country.

Mr, Bricas, Tt will help to that extent.
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Senator Jones. To what extent?

Mur. Brigas. The tariff that you are placing——

Senator JoNes. How' can that affect the quantity of wool which
we already have here?

Mr. Brices, It will not affect the quantity that you already have
:wre, but it will tend to consume the quantity that we already bave
ere,

Senator Joxes, It will tend to do it?  What do you mean by
tending to do it?

Mr, Briges, What I mean is this: If you put a tariff on wool at
the present time and the demand for cloth and clothes resumes, it
would give the woolgrower a better chance to sell his wool.

Senator JuNes., You say it will, How do yvon know that?

Mr, Buices. By n process of deduction.

Nenator Joxes, What sort of deduction?

Mr. Bricus. We will say that you are a manufacturer. If you can
buy wool from Australia or from South America or from Afriea or
from some other source at a few cents a pound cheaper than the wool-
grower in the United States can afford to sell it, you will buy it
there, will you not?

Senator Joxks. Here you have got a two years’ supply of wool
now, the witnesses have stated. \5110 is going to carry that wool
until it is ready for manufacture, until the manufacturer wants it,
and what is to prevent the manufacturer from paying whatever he
pleases until it 1s consumed or practically so?

Mr. Brigas, I do not think that it is an absolute remedy. but T say
it is a help. It will be a tremendous help.

Senator Jones. How will it help?

Mr, Bricgs. By Flacing a premium on buying American wool,

Senator Jones, But the supply is here. We have got a two-years’
suppls in this country now. Who is going to carry that wool and
say what it shall be sold for!?

ir. Briges. It will place a premiun—it inevitably would place a
premjum on the manufacturer buying Ameriean wool instead of
foreign wool.

Senator Tuosmas. He will not buy until the supply is exhausted.

Senator McLraxn. If you put an embargo on forcign wool, how
long do you think it would be before every pound would be picked
up at a fair pricef?

Senator THoxas, I do not know.

Senator McLEeaN. It would not be a week,

Senator TuoMmas. It would not be a week?

Senator McLean. No.’. Anybody who had any money to invest in
it would invest it. X

Myr. Briges. There is a tremendous amount of unmanufactured
virgin wool.

Senator Jones. This bill is presented ns an emergency mengure,
and I will state that I am in sympathy with the general idea. T am
not antagonistic to it at all, but I think we onght to get the facts if
we can. It is an emergency measure for the purpose of helping the
present supply of wool. If we have a two-years’ supply on hand
how can a tariff or an embargo sgainst the importation of other
wools affect the present price of wool?

80422—21—b
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Mr. Brices. Of course, an embargo will give the Ameriean grower
an exclusive market: that is, all the weol that is manufactured or
bought will be bought here, .\ high tarifl can not act as an embargo,
I do not anticipate that this proposed tariff will act as an embargo.
At the same time, it places a preminm upon it—-—

Senator Joxgs, As far as T am concerned T hope it will,

Mr. Brices. Tt will place o preminum on buying the wool here,

Senator McLean. Tt is a0 matter of degree. It will operate to the
same degree as an embargo will operate. Men with plenty of capital
can afford to take this wool and hold it if there is a possibility that
they are ever going to sell it at a fair price. 1f you make a hottom-
less pit they will not do it.

Senator Tuomas, But when vou embargo your imports vou em-
bargo your exports. Do not forget that.

Senator Mcleax, That is another point.

Nenator Tiosmas, But it is inseparable from this one,

Senator McLean, Exports are being embargoed very fast now,

Mr, Brices, If we permit our industries to die we will have noth-
ing to sell abroad. We have got to protect our own industries herve,
it seems to me. It is of very great importance, and of greater im-
portance to-day than ever hefore.

Senator Joxes, Those generalities, T think, occeur to all of us; but
I would still like to have some further light upon the thing that is
troubling me. If my information is correct, during the 16 years of the
Aldrich tariff bill, when we had a tariff of 11 cents a pound on raw
wool, the average price of wool in Boston was only about. 14 cents o
pound above the average price of wool in Liverpool, the world’s
market. If, witha tariff of 11 centsa pound on wool during the opera-
tion of that law, it did not raise the price of wool in the United States,
nor the producer in the United States did not get any benefit from it,
how, with a two-vears’ supply on hand. are you going to ruise the

rice of wool to the producer in this country to a point at least where
e can live and encourage the industry?

Mr. Bricas. Well, Senator, it seems to me that those poings are
indeterminate.  So far as the comparison in prices is concerned, had
there not been a tariff on wool the prices here would have been lower,
doubtless. It seems a reasonable conclusion that they would have
been, perhaps, 10 or 11 cents lower,

senator Joses, The point T want to get at is this: Is it not a fact
that with the same tariff and with the wool industry in this country
in such a condition as it is and has been, when the purchasers of
wool in this country are enabled to buy that wool at practically what-
ever they see fit to pay for it, whether we have a taniff or not, should
we not try to devise some other means-in addition to this to help
the industry?

Mr. Brices. Senator, 1 agree with you that we should not stop at
this. My point that T wish to emphasize is that here is an immedinte
thing, that we have got to do and do quickly if we are going to save
these men from being closed out and ruined.

Senator Joxes. You suy we have got to do this. Why and how
is it going to operate to raise the present price of wool to the
producer?

‘Mr. Bricus. It seems to me that it is a rensonable conclusion that
i will stabilize prices and will help mightily.
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Senator Joxes. How ean it stabilize lln'icos when you have got a
two years' supply on hand, and somebody has got to carry the load
in the meartime——m

Mr. Buiges, It limits competition to just that extent. does it not,
Senator? It deeveases competition.  The tariff we put on now will
have that tendencey, inevitably,

Senator Joxes, But we are not oversupplied with competition, even
excluding foreign wool?

Mr. Briges, We are, and we ean not stand the added competition.
It will be the last straw that broke the camel’s back.

The Cuamyas, T think we are getting more into an argument
hetween Senators than we ave getting any new testimony.  We have
limited our time for the hearings, and T wish we conld just get testi-
mony in. if possible, so that all can be heard,

Mr. Birices, 1f there vre no further question, T will ask to be ex-
cused, thanking the comumittee for its attention.

Senator Joxes, With all deference to the chairman, 1 think the
(questions that 1 am asking go right to the point we are trying to
Lwolop.

The Ciamyan. We ate not objecting to that, but it is developing
simply into argnment on the tariff vather than bringing in any new
testimony.

NSenator Joxes, [ think it is developing the fact that this wit-
ness is unable to answer the question,

Senator Syoor, T think that is right,

(The witness was excused,)

The Cramyax. We wonld like to close the wool branch of the
hearings as soon as possible, T will eall Mr, John P, Wood, a manu-
facturer, of Philadelphia, Pa.

STATEMENT OF MR. JOHN P. W0OD, PHILADELPHIA, PA.

4

The Cuamrsan. Mr. Wood, will you give your name and whom you
represent, please?

er. Woop. My name is John P. Wood, and I am representing
three associations of the woolen industry, the National Associntion
of Wool Manufacturers, the American Associntion of Wool and
Worsted Manufacturers, and the National Associntion of Worsted
Spinners.

Me. Chairman, on behalf of the organizations mentioned I de-
sire merely te record their position with respect to the bill under
consideration,

This measure does not include any provision for the protection of
the industry of wool manufacturing, which at the present time is in
ns desperate a situation and menaced by as serions a foreign compe-
tition as any of the industries covered by the bill. We understand
that it will be impossible quickly to pass a more general tasiff bill,
and if that is a fact we are unwilling to oppose or delay immediate
relief for those industries which are covered by the pending bill,
provided that it is so nmended that no additional disadvantage to
those now existing is impoxed npon the varions branches of wool
manufacture: and with the understanding on our part that at the
earliest possible opportunity further emergencey legislation will be



68 EMERGENCY TARIFF,

enacted to safeguard domestic industry during the period that will
necessarily be occupied in making a general tariff revision.

As the bill stands the duty on the wool contained in imported manu-
factures does not bear the proper ratios to the duties on unmanufac-
tured wool. The effect of this would be just as disndvantageous to
the woolgrower as an inndequate duty on raw wool, because if it is
made more profitable to import wool in a manufactured state than
in its raw condition it will come in, in the form of manufactures,
with just as much detriment to the woolgrower as if it were imported
in the raw condition, and with equally great detriment to the manu-
facturing industry.

We, therefore, urge that the compensatory wool duties be fixed at
the same ratios that have been in effect with every wool duty since
1867, and that the other provisions with respect to wool which have
been developed by long experience as necessary fer the mutual pro-
tection of the growing and manufacturing ndustries he reincor-
porated in the Lill.

It is also vespeet fully submitted that the new rates in thix bill shall
not upplf’ to shipments actually in transit at the time of its final pas-
sage. This proposal is made in the interest of justice to those who
have contmcte('f for importations hefore the original intraduction
of this measure in Congress and not for the benefit of those who
may continue to speculate on the chance of the bill not being passed.
With these changes, although the business of manufacturing wool
will not be benefited by the measure, it will not be put in a worse
condition that it now is.

T can not, however, too strongly impress on your committee the im-
portance of protection for the manufacturing interests of the country
during that long period of time that will be occupied by the general
tariff revision now in contemplation. Past experience has shown that
a general tariff revision requires nearly a year from the time when
it is begun, Tf the present low rates are in effect for so long a period,
without the war-created embargoes, the damage to American busi-
ness will not be confined merely to the time required for that re-
vision, but will continue long after, beeause of excessive importations
brought in in anticipation of tariff changes.

Only once before 1n more than two generations has the change been
made from a merely revenue tariff to a protective tariff; and in an-
ticipation of the change in 1897 imports were made in quardities so
greatly in excess of current requirements that in some classes of goods
the excess was not absorbed for from two to four years after the new
act became operative. The excessive importation made during the
months that the Dingley bill was under consideration not only de-
prived Ameriean industries of the protection the bill was designed to
afford them, for a considerable period after it was enacted, but it also
deprived the (Government of the additional revenue which the new
rates would have yielded. Incidentally, opportunity was given for
criticism of the protective policy, because the presence of these re-
dundant supplies prevented as immediate a revival of business after
the new law became effective as should have occurred if the markets
had not been overloaded with a surplus.

To avoid repetition of those conditions pending a general revision
while low rates are in force a temporary and adequately protective
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measure should be first enacted without protracted hearings and ex-
tended debate.  Then, with as much investigation and deliberation as
may be considered necessarv. a general revision can be undertaken
without peril to the business of the country, without loss of needed
revenue, and without prejudice to the principle of protection,

Senator Tuomas, How many woolen manufacturers do you repre-
sent or speak for !

Mr. Woon. T ean not tell you the exact number, because I have been
asked to speak for three different associntions. T ean say that, com-
binedly, we represent a majority of the wool manufacturers in this
g((:untry, and T =hould think a very great proportion of the whole num-

r.

Senator Tromas, Can vou give the committee an itemized state-
ment of their profits for the last four years?

Mr. Woon. It would be quite impossible for me to do that. They
represent upward of a thousand different concerns scattered all over
the country. _

Senator Trnomas. They have been very large, have they not?

Mr. Woon, 1 should think they had not been as large as in most
other industries; and, if T might be permitted, I would say also that
the question of what constitutes a profit in the last few years is a
very doubtful one. Profits, I should say, generally were divided into
three purts.  First, that which goes to the United States Government
in the form of excess-profits and corporation taxes: second, that
amount which represents an insurance, or a partinl insurance, against
the deflatioh and shrinkage in values which is now going on; and,
third, that residuum which was actually realizable profit.

Senator Tromas, Can you give us the profit for the current year—
1920¢

My, Woon, No: Iean only give it to you for a company with which
I am personally associnted. The actunl net loss for the enrrent year
is about $200,000 on a capital invested of $450.000,

Senator Trnomas. That includes the excess-profits tax?

Mr. Woon. No. sir: there is no excess-profits taxes on a loss, <o far
as I understand.

Senator Trnomas. T understand there is not, but a good many are
claiming that that is the case at the present time.

In 1919 what were your profits?

Mr. Woon. That purticular company made in 1919 on a capital of
$400000 about twenty-five thousand and some odd hundreds of
dollars,

Senntor Trosas, Exelusive of the Government tax !/

My, Waoon, No: that was inclusive of the Government tax, before
deducting the Government tax.

Senntor Tuomas, How about 19187

My, Waoon, Tt was not in existence at that time.

Senntor Tromas, Tt is, then, a new concern?

Mr. Woon, It is a new organization. It bought out and took over
part of a preexisting business,

Senator Tuosmas, Capitalized at what?

M. Woon, This company ?

Senator Tromas, Yes.

.
- *
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Me, Woon, Capitalized at $500,000, of which $400000 was paid in.

Senator Tnosmas, You ean not speak with reference to the profits
of any of the other concerns which belong to the association?

Me. Woon, Only as I have seen their statements in the press,

Senator Carper. Did the woolen manufacturers of this country
make a profit generally during the year 1920¢

My, Woon. T believe that, so fur as my information goes, none of
them have, and that almost uniformly they have made losses which
will probably absorh all of the residuim of profit made during the
war period.

Senator Carpri, How do you gecount for that !

Mr. Waoon, The enormous shrinkage in values whieh has ocenvped
in the hast eight monthis by a deflation of values much move rapid
than conld posstbly have been andeipated or provided for,

Senator Syoor, Can you tell the committee something abont the
price of yarns that ean be purchased now in Fngland and what those
same yarns were in FOES and 19197

Mr. Woon, The domestic price of 210°% worsted yarn of one-half
blood-—that is generally considered a kind of standard —in March or
enrly April, 1920, was 5425 to %835 a ponnd, To-day it ean rveadily
he bought at 1,50 a pound, and = distress ™ lots can be bought, where
it is absolutely necessary to make the utmost sacrifice to obtain ready
money, at even less than that.  The import cost of that yarn at the
present time. from the latest information that T have been able to wet,
would be about $1.45, The actual egst of producing the varn in the
United States at the present time would ha much over $2. T do not
know just how much,

Senator Ssoor, That is, in this country ?

My, Woon, It is hard to say just what the value of wool is of which
the yarn is made,

The Criamraan, Are there any other questions? I not, that is all.

Senator Joxes, T would like to aslk Mr. Wood & question,

I believe in your former statement yon referrved to a passage of a
previous tarifl hill. T forget just which one——

Mr. Woon, The Dingley bill.

Senator Joxes, The Dingley bill, T believe,  And at the time of
the passage of that bill, or shortly before its passage, there was
brought into this country a large amount of foreign, wool that pre-
vented for some time an inerease in the price of wool in this country,
Am I correct in that statement?

Mr. Woon, Both wool and manufactuves of woel were brought
at that time, and it did prevent the stabilization of business. You
may remember that immediately preceding that, business was in a
very ruinous stute. My recollection is that sheep sold for as low as
25 conts a head, and it was hoped that there would be an immediate
recovery upon the passage of a protective tavifl measure, but in the
10 months or so that the bill was nnder consideration there were
spectlative importations brought here in very large amounts whiceh,
as I say. took a long period afterwards to ahsorh,

Senator Joxes, We already have in this country a two years' sup-

Iy of wool. Even if we pass this hill, do you believe that it will
ave any immediate effect in advancing the prices of wools already
in this country?
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Mr. Woon, I think it would have an immediate effect in restoring
some part of the shrinkage of price that has oceurrved, beeause if the
bill is not passed you will not only have the quantity of wool that
is now in the country but a very much larger quantity also; and, of
course, the lnrger the supply. the intenser the competition and the
lower the price must he,

Senator Joxes, T undevstand that theve is practieally no price for
wool now. Is not that the case !

Mr. Woon. Practieally speaking.
~ Senator JonNes. Where do yvou think a price would be fixed upon
the passage of this bill?

Mr. Woon, 1 would not like to prophesy that, but I should think
it would be fixed at a point which would not give the wool grower the
cost he has been at in growing the wool that he now owns, but at
much less sacrifice than would be the ease if the bill is not passed. [
can not predict just what the price will be, I know it will not put
the price of wool in the mavket back to that level which probably
represents the cost of production to the woolgrower, but I am equally
satistied that it will put the price above the present, and therefore
save him some pairt of the great loss that otherwise he would sustain,

Senator Joxks, What is the product of the factory in which you
ave dirvectly interested?

Mr. Woon, Worsted cloth,

Senator Joxks. Have vou a supply of wool on hand suitable for
the manufacture of worsted cloth?

Mr. Woon, No wool whatever, beeanse that mill does not use the
wool in its raw state but buys the spun yarn, It would have no
supplies of yarn on hand excepting for the great cancellation of
orders which it had for goods to be made which eancellntions unex.
pectedly left an amount that I suppose would represent probably two
months’ consnmption,

Senator Jones, Your concern i not a purchaser of raw wool?

Mr. Woon. No, sir; excepting as it purchases it in a partly manu-
factured state—the yarn.

Senator SvrHerLasn, Was there anyvthing like a surplus of wool
at the time of the passage of the Dingley Act?

My, Woon. In the world, you mean?

Senator SurHERLAND, In this country, that there is now?

Mr. Woon, Neither in this country nor in the world generally.

Senator Sutrnerrtanxp. Then if it had no effect at that time you
would be certain that it would have no effect now?

Mr. Woon. The passage of the law now?

Senator SurHERLAND. Yes, If you have a two years’ supply on
hand now and a very large surplus. and the passage of the Dingley
Act did not have any immediate effect on the price of wool—

My, Woon. There are two things that T would like to say in answer
to that, First, if the passage of this law should be delayed as long
as the Dingley Act was, so that importations could continue to come
in here for the next nine months, it would not have any effect for an
appreciable length of time—not during the life of the act, which 1
understand is limited to ten months.
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The other thing is that the wool grower unless some provision is
made for his protection—while it is true we have on hand nearly a
two years’ supply, including the forthcoming clip, it must be remem-
bered that there must always be on hand a very considerable quan-
tity in transit, unmarketed, in the course of sorting and preparation
for the market and in the hands of the mills in various stages of
manufacture; o that when you say there is a two vears' supply, if
no augmentation were made we could not work until that was abso-
lutely exhausted. Long before that vou would have a famine con-
dition here. The real menace is the great surplus wool outside of
the United States which is certain to come here, Tt will come in in
increasing quantities in proportion to the delay in giving this needed
relief exists.

Senator Smoor. To what extent did your company receive can-
cellations of orders placed for goods?

Mr. Woon. It was engaged in the manufacture of goods only on
order, which is the case with most of the woolen and worsted mills,
and at the time this recession began it had a substantial part of its
product sold for probably three months to come. Nearly all of that
was canceled. so that at the present time it has on hand. T presume,
about $200,000 worth of finished merchandise at liquidated values.

Senator Syoor. How are the orders coming in?

Mr. Woon, There have been no orders for months.

Senator Syoor. How many have you received in the last three
months? :

Mr. Woon, None whatever.

Senator Syoor. That is what I thought.

Senator Caroer. Have you closed down?

Mr. Woon. It has been closed excepting that an effort was made
tc run in September and continuing until the early part of Novem-
ber, when an unsuccessful effort was made to operate. But it has
been closed continnously since the early part of June excepting in so
far as designing has been continued on in the hope that there might
be a future business later on,

The Cuarman., Will you please explain why these orders are
being canceled and why no new ones are being made?

Mr. Woon, Tt is pretty diflicult to answer that, because so many
influences have operatel. 1 think that probably as much as any one
canse has been the unwise enmpaign by the Government to persuade
the public not to buy.  There has been, I think, an unwise perseceution
of retailers for alleged profiteering, which has eaunsed them to feel
that the only thing to do was to stop buying and run their business
on the smallest possible stock. T think that the newspapers have pro-
mulgated the idea that by holding off, prices would come down,  And
they have. There is no doubt abont it. ‘The enmpaign has been sue-
cessful, but it has been snecessful in throwing hundreds of thousands
of people out of work, and that. in turn, has now rescted on the dis-
tributor. The deflation was necessary. T it had come in a more
orderly, deliberate way it would have involved considerably less loss
for everyone. Tt was inevitable, but if it conld have come more delib-
erately and more naturally the losses would have been less ruinous
than thev have been, not only to the industry but to the distributing
trade and the financinl institutions which have to finance n great deal
of the business of the country.
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The Cuamrman. What effect has the announcement as to where
the bottom will be had upon the situation?

Mr. Woon. I am afraid, Senator, T am unable to answer that
(juestion,

Senator Smoor, What effect have the importations of cloths had
in the last eight months?

Mr, Woon, T should say that the importations that have actually
been made have not had a materinl effect in reducing prices at the
present time, beeause simultancously with the cancellations of do-
mestic goods there were large cancellutions of foreign orders, That
heavy importations will come with the first return of buving is, of
course, inevitable, as an examination of foreign conditions will show.

For example, I have just obtained a copy of the lnst wage agree-
ment made }m' the textile industries on the right bunk of the Rhine,
in Germany.  The wages have appavently been considerably ad-
vanced in the currencies of the respective countries: but, by reason
of the depreciation of the currencies of those countries heing greater
than the advance, the relative difference in the cost of production
here and abroad shows a very great increase over the prewar dif-
ference.  In Germany the wages of adult time workers in the
woolen industey in the district of the right bank of the Rhine at
the increased rates in paper marks, but converted into the exchange
equivalent in United States currency, is $4 a week of 48 hours.  For
the same kind of employment and time Amerviean mills were paying
hefore the mills closed down rates ranging from $258 to $45 a week.

Senator Tromas, What is the ratio of production between the
German and the American workman?

Mr. Woon. The German production would be rather morve, be.
snuse, as in all the older European conntries, there has been a por-
manency from generation to generation in the same employment.

Senntor THoMax, You say it would he: but is it. as a matter of fact,
since the war?

Mr. Woon, It is to-day. The efficiency is greater for that reason,
We have precisely the snme kinds of machinery, but the lubor there
has been trained from gencration to generation in the same kind of
work. In Austria the depreciation is even greater.

Semator Titomas, Is Nustrin exporting anything?

Mr. Woon. Tt will very shortly, Lovanso EnzlnnaT has arranged to
give eredit to Nustria for $20,000000 worth of wool, and that i< the
only thing that has delayed the exports of wool goods from \ustria,
As soon as that wool has been pat through the processes of manu-
facture there is probably no place else for it to go but into the export
trade, beeause Anstria is too poor to indulge in the purchase of new
clothing.

Senator Tuosas, The country is starving to death. T am glad they
are starting up some work there,

Mr, Woan, The wage for an adult spinner in Austeia for a 48-hour
week, converted at the current rate of exchange for erowns, mmonnts
to $1.70 a week.

Senutor Simmons, T do not think that givinge the rate of wage
in Germany and in Austrein upon the basis of the conversion of their
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puper money into our money is very enlightening o us. It is not to
me. The only way in which I ean understand the difference between
costs now and hefore the war in Furopean markets is by ascertaining
what is the purehasing power in their own market of the money that
they now receive as compaved with the purchasing power of the
wages that they received hefore the war,

Me. Woon, T will be very glad to answer that, Senator,

Senator Stuvons, | do ot myself know anything about it.  If
vor have any information on that line, it would help me very much,

Mr. Woon, 1 think that there are two answers to tllmt question—-—

Senator Simvons, You said a little while ago that they got German
paper money. That is true. Take the money they get, the depre-
cinted money, resolve that into its purchasing power, and tell me
how that purchasing power compares with the purchasing power of
the wage that they reccived hefore the war,

Mr. Woon, Aecording to all the investigations that T have been
able to find, the purchasing power of the daily or weekly wage over
there is much dess than it was hefore the war, and that economically
is the invariable consequence where there has been a great decline
in the value of au irredecemable paper curreney, That is to say.
while the natural tendeney is for the prices of labor and service and
conmaodities to go up as the value of the enrreney goes down, the
movement is not synechronous,  Theve is o lag in the adjustment of
prices and wages to the depreciation of the currencey, and until that
1< overcome there is n disadvantage in the purchasing power, and
that is what exists over there, .\ day’s wages in Germany or Austrin
to-dny will not purchase anything like as much as a day's wages
would purchase hefore the war,

But 1 would further say that for American purposes that has
nothing to de with the question, beeause it does not make any dif-
ference to us what the value of that currency may be locally.  All
that T have to consider is what ean be hought in the way of wages,
in the form of mannfacturved products, with a given amount of United
States money when it is converted into German or into Austrian
money. Tf the wages of a spinner in Austrin ave only $L70 a week
when' T take my letter of eredit, or buy drafts and convert them into
Austrinn crowns and bay the product of his spinning, 1 am just
paying in American money $1.70 for the fruit of his labor, That is
the only question that concerns America industrially as far as com-
setition is concerned. It does not make a bit of difference whether
ocally the recipient of these wages can buy little or much for his
week's wages, Tt is what we. can buy the product of his labor for
here in the equivalent of American currency.

Senator Joxes. You stated awhile ago that this deflation in price
shonld have been brought about in a more deliberate way: a less
radical way. T am asking you what suggestions you have to offer as
to how that might have been done.

Mr. Woon. The first snggestion is that the Department of Justice
should have songht out actunl eases of profiteering and prosecuted
them instead of attacking by and large the entire business of the
country.
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Senator Joxes, Is that all the suggestion you have to make ¢

Mr, Woon. T think that is the most important one. I think there
was stuch an unsettling of confidence by renson of that campaign that
it more than any other one thing was vesponsible for the smlcl-l‘ennoss
of the deflation,

Senator Joxes. T understood you to say awhile ago that it was
the advertising to the public that prices should be reduced and that
they should not become purchasers at the prevailing prices.

Me, Woon, Al of which was, as T understand it, initinted by the
netivitios of the Department of Justice.

Senator Tromas, Is it not a fact, Mr. Wood, that the Department
of Justice has done just what you complain that it has not done—
that it is proceeding ggainst specific instances of profitecering as
reported to it?

Mr, Waoon, Procecding against a great many specifie instances
but without evidenee of actunl profiteering.

Senator Trnomas, How do you know that ¢

Mr, Woon, And by a process of diseredit in local communities has
eaused this lack of mnii«‘onvv.

Senntor Trosas, Can you give instances to this committee where
the Department of Justice has proceeded on general information in-
stend of speeitic information !

Mr. Woon. 1 have not the particulars at hand, but T have in my
recollection many cases of which note was made at the time.

Senator Tioxas, We have a committee now that is doing mighty
good work, I think, in looking into the matter of profiteering; but
they have proceeded along generally and are proceeding along gener-
ally in order to get specifie information, \\'uultl You earry your

eriticism so far asto apply it to that committee?

Mr. Woon, 1T would not like to do that, Senator, beenuse I am really
not familine with what it has done, though T am very familine with
what was done by State commis<ions operating under the Departiment
of Justice or in connection with it. [ do not want to place the respon-
sibility, Senator, for the campaign 1 spoke of upon any individual per-
son. | think that there was a great deal of unwise effort upon the part
of those to whom nuthority was delegated in the different States to try
to justify their appointment by making a greas deal of noise and com-
motion,

Senator Tioyas, Mr. Wood, this diflicalty which we are suffering
from now is not confined to the United States. Tt is world-wide, he-

~ginning in Japan with the silk trouble,  Ts it not one of those reac-

tions, a legacy of the war, which a man of your age has passed through
once or twice before in your experience?

Mr. Woon, That is too large a question to which to give a cate-
grorical answer, but my impression is that a large part of the disturh-
ance outside of the United States is a reflection of the disturbance
in the United States.

Senator Tnosas, But it began outside, first—in Japan, for example.

Mr. Woon. You must remember that the United States was the
principal customer of Japan for raw silk.

Senator Tuomas, Precisely; and the price had reached to such an
enormous extent that the reaction naturally set in and first found its
expression in Japan.
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Mr. Woon. 1 would not undertake to say definitely what the facts
are, but I think a great deal of it was reflex. Of course, the subject
is 50 large that, for the purposes of the committee, I am afraid I would
consume too much time if I undertook to go into it.

Senator Troyas, T hesitate to ask questions when 1 know that a
man is limited in his time,

Mr. Woon. I think the primary question is as to where the fault
exists for the great inflation of prices. I think it is most unfortunate
thtt there was so great an inflation of prices. If that had not occurred
we would not be suffering from the present serious effects of so sudden
a deflation.

Senator JoNes. My recollection is that during the previous ses-
gion of the Senate on the floor of the Senate nearly every day for
some weeks prior to the adjournment of that session there was con-
tinual agitation there for the reduction in the high cost of living,
and the Department of Justice was heing criticized severely for not
doing some hroad act or thing which would reduce the prices of
commoditics. Do you not think that action in the Senate had some-
thing to do with this?

r. Woon. I think so, possibly. There is no doubt that there was
a warrantable resentment agninst the excessive prices of things;
there is no doubt about that upon the part of the public. T think
we all shared in it. The only question is as to whether or not due
account was taken of the evil results that would flow to everyone
from a too sudden correction of an admitted evil.

Senator JoNes. Then, the blame did not lay wholly with the De--
partment of Justice?

Mr. Woon. No; I did not intend to infer that, Senator. I only
mentioned that as probably the chief cause; and even that perhaps
chiefly with the many subordinate agents in the different States and
communities, who were delegated by it to do this work. Many of
thcnl: had an excess of zeal for their reputation for efficiency in the
work.

Senator Jones. In the public press of the country last spring and
during the summer was not the Department of Justice criticized
severely because it had not been able to bring about a reduction
of prices? '

Mr. Woon. T think it may have bheen by some of the press.

Senator THoMas, It is a quostion of “he will he damned if he
does and damned if he don’t.”  [Laughter.]

Mr. Woon. Yes. :

Senator NuaeNT. And did not the statements on the subject con-
tained in both the Republican and Democratic platforms also con-
tribute to that result to some extent?

Mr. Woon. They may have, but this process was well under way
before either party held its national convention,

Senator La Forrerre. And nobody took either very seriously.
| Laughter. | '

Senator Tromas. You know the Democeratic platform is com.
mitted to a policy of rigid cconomy in public affairs. | Laughter.]

Mr. Woon. T do not think the public is particularly vegardful of
the platforms of any party. -

Senator NvaeNT. You think they are to get in on?
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Mr. Woon. 1 would not say that.

Senator THoxas. We did not get into power on that ourselves. I
think we lost a %rout many votes because we pledged ourselves to
economy. |Laughter.

Senator Sixymons. Do you believe the consumers are getting the
full benefit of these reductions in prices that you have been talking
about?

Mr. Woon. 1 do not believe they have commenced to get the full
measure of those reductions.

Senator Stmmoxns. Why are they not getting the benefit of them?

My, Woon. I suppose because of the natural disinelination of those
who own stocks that cost high prices to take the full measure
of the loss on what they already own.

Senator Starsmons, That gets to the point that 1 want to ask you
about. I have heard it stated that the manufacturers gave to their
customers somo sort of n guarantee at the time they sold them these
large orders when the prices were so high, that those prices would
be maintained for a certain length of time. Is there anything in
that story?

Mr. Woon. Nothing whatever, Senator. T think that guarantee is
very greatly misunderstood.

Senator Stmyons, What is that guarantee?

Mr. Woon. The practice of giving a guarantee is this, at the time
when buyers arve apprehensive that there will be a decline in the
prices-—-—

Senator SimyoNns. And that was the condition?

Mr. Woon. Yes. There is naturally an unwillingness to buy; they
feel that if they wait they will buy goods at lower prices, and under
those circumstances many manufacturers made this kind of a guar-
antee, that if the prices are reduced, “if our prices are reduced in
consequence of a decrense in the cost of raw material, or from what-
ever cause; if our prices are reduced to any of our customers who
later on place orders, we guarantee that you will buy as cheaply as
any customer who defers his purchases.” That is the only kind of a
guarantee that has been given, there has been no guarantee to
sustain prices. but only guarantees that would protect the buyer who
was willing to place an order and so keep the wheels of industry
molving, without disadvantage to the customer who was willing to
order.

Senator Srmmons. You mean, if he reduced the price within a
given period the previous customer was to have the benefit of the
reduction

Mr. Woon. That was all. Those are the only guarantees which
have been made.

Senator Saoor. And the only goods were goods ordered for future
delivery? That is, if you placed an order for goods to be delivered
six months ahead and in the meantime if the manufacturer had sold
those goods at a lower price, the lower price would be granted to
the person who placed his order first?

M’:f Woon. That is it, exactly. These were seasonal goods, most
of them. The orders are taken at or about the same time of the year
in a great many of the woolen industries, the same as they are in
other industries of a seasonal character. and the producer soliciting
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business in September to keep his plant going for some months
ahead would find a great disinclination on the part of customers to
buy at all, and it was because of that condition that he said, “ If you.
buy now, I will guarantee you will be at no disadvantage as com-

ared with the man who is holding off. Give me your order now and
et me keep my people employed. and if I have to sell at a lower price
to a competitor of yours during the current year I agree that you
shall have the benefit of the lowest price anybody else obtains.”

Senator SimmoNs, You mean, in the sense, that you were to give
him a vebate on goods he had already purchased from you which had |
been sacrificed at the time of your reduction of the pricesi

Mr. Woon, It rather applies to goods which have been ordered but
which will not be delivered until a later period.

Senator SimMmons, It does not apply to goods that already have
been delivered ¢

Mr. Woon. It would not usually apply to goods that have gone
into consumption—that have been completed and delivered. The
general understanding was that it was for the period of the manu-
facturing season,

Senator Carper. So that the vetailer sells his stock at a higher
price!

Mr. Woon. No.

Senator Carper. And we will not get lower prices until they are
“disposed of ¢

Mr. Woon. T think they have reduced their prices considerably, )
but I think there has been a hesitation to take the full measure of ‘
their loss. I think there has been an attempt to see if they could not
minimize their loss by reductions that would not go to the length

o

which the retail market must eventually reach.

Senator Carver. So that if the manufacturers’ prices continued
low for 30 or G0 days the retail prices would be lowered ¢

Mr. Woopn. Reduction has been going on every week.

Senator Siyyons. Do you not think what is called a consumers’
strike is due in large part to a feeling among the consuming public
that the retailer, at least, is not giving him the benefit of the reduc-
tion that has taken place in the product?

Mr. Woop. Well, Senator, T think that would be a very difficult

uestion to answer, because it involves so large a number of mer-
chants. I judge from the information that has comé to me that some
of them have made very large reductions. I think some of them
have made very much less radical reductions, but I do not believe
there are any noteworthy cases where the prices have not been sub-
stantially reduced below the top level that they had reached.

Senator Srmaons. I can tell you that in a great many sections of
this country, especially in the smaller towns—it is not so pronounced
in the larger citics—they are charging war prices right now.

Mr. Woon. Well. T am afraid they will have to see the light very
soon, because T think the public is sufficiently informed not to con-
tinue to pay war prices, and the merchant who persists in that will
probably see his goods remain on his shelves. ,

Senator Simmons, A good deal of that is going on in Washington
City. The hotels here are charging war prices now. and it is a mat-
ter of common knowledge in the sections of the country around

A\]
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Washington, during the season when vegetables were being mar-
keted, that the producer could hardly get enough for his vegetables
in this market to pay the expense of bringing them to the market,
and yet there was very little reduction in the price of vegetables in
this city, and absolutely none on the menus of the hotels,

Senator McCumier. We ave very much obliged to you, Mr. Wood.
The committee will recess until 2 o’clock. to meet in the Capito)
Building.

(Thereupon, at 12 o'clock m.. the committee took a recess until
2 o’clock p. m.)

AFTER RECESR,

The committee reconvened at. the expiration of the recess, Senator
Porter J. McCumber presiding. '

STATEMENT OF MR. JOHN ASPEGREN, PRESIDENT OF THE PORTS-
¥2UTK COTTON OIL REFINING CORPORATION, PORTSMOUTH,

The Curairman. Please state your position and what you represent,

Mr. Aspecrex. T am chairman of the foreign-trade committee of
the Cotton Seed Oil Association. T have vaﬁed my committee to- .

ether, but they came from all parts of the country and will not
e here until the 20th. I will preface my remarks by saying that 1
have up to the present moment no authority to act for them, and
consequently T am here in my other capacity ns president of the
Portsmouth Cotton Oil Refining Corporation, which has a factory
that manufactured last year $20.000,000 worth of oil.
2OSIG;)MOI. Saoor. Are the other representatives coming here on the
the.

Mr. AsreoreNn. The entire committee, I think, will be here on
the 20th.

Senator Smoot. That is, to appear before the House committec?

Mr. Aseeerex. It is for that purpose as well as other purposes, 1
doubt whether we will take any decided stand on this matter, because
opinion is very much divided in our association on the subject, and
I'shall not argue either for or against the matter, but I have appeared
here simply to call your attention to what we call a mistake in this
bill. These vegetable oils are sold not by measure but are sold
by weight. They are sold not by gallons but by pounds. Somechow
or other in the hurry of making this bill as an emergency measure
whoever drew it up has figured the duty per gallon,

Probably that is caused by the fact that the 1913 bill imposed a
duty of 6 cents a_gallon on peanut oil. Nobody protested against it
because nobody thought of it, but this time they have carried that
out and put a duty per gallon on various oils. Cottonseed oil is sold
by the pound. Coconut oil, to my recollection, has nover been sold
except by the pound.

Senator Saoor. That would not make any difference, would it?

Mr. Asproren, Yes; it would.

Senator ‘Smoor. Why?

Mr. AsreoreN, It would make it impracticable, because it is always
impossible to ascertain the gallonage by measure. The only way it
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could be done would be to pound it and then calculate how much it
would be by gallons.

Senator Smoor. That ought to be easy enough.

Mr. Asrearen. It is easy and it is not easy.

The Cuamyan. In what containers is the oil handled?

Mr. AsveoreN. It arrives in tin cans, in barrels, and in bulk. The
weight of a gallon of oil varies with the temperature; so that the
trade has all long ago abandoned the attempt to sell it by the gallon.
Olive oil and linseed oil aré still sold that way.

We suggest to you that it be put on a pound basis instead. The
official’basis adopted by the leading exchanges, as well as by our asso-
ciation, is 73 pounds to the gallon, and we would suggest that if you
pass this bill out of this committee you f)ut it on a pound basis in-
stead of on a gallon basis. I know that 1 not only speak for myself
on this subject, but for the various ones whom I represent. I know
the entire trade is back of me in this matter.

That would make it instead of 20 cents n gallon 2§ cents per pound.
Instead of 26 cents a gallon it would make it 3.46% cents, ft); might be
well to round it off and make it in a round figure; but we suggest that
if you pass this bill you put it on a pound basis.

am sure I speak not only for myself but for the rest of the trade
* in this matter.

T shall not argue for or against this bill at all, no matter what our
own interests are, for we are willing to do whatever you gentlemen
consider best for the country as a whole.

I desire to call your attention, however, to one thing, and that is
that this country exports more oils and fats than it imports, so that
the practical end of this bill’s being passed, if it is passed, will simply
mean that our importations naturally will decrease and our exporta-
tions will decrease to the same extent. The sentimental effect, of
course, will not be so much, but the practical effect will be the decreas-
ing of the imports and exports to the same extent.

%‘here is one other feature that I would like to call attention to and
that is that there isa vel&y large amount of oriental oil imported every
year to be refined and deodorized here and shipped to Europe, and
whatever we do we must not kill that trade. It is something that will
not affect prices here in this country at all, because it simply comes in
here and goes out of here. .

genato;' Jones. Will this bill, as it is now prepared, affect this
industry

Mr. AsrecreN. Iam not quite sure, I believe there is in the general
provisions something that will not allow us to export it. I would like
to call your attention to it so that it might be looked up, because if
such drawback is not permitted it would simply mean that all the
business would be taken by England.

Senator Smoor. There is no danger of that. You need not dis-
cuss that. ‘

(‘Witness excused.)

STATEMENRT OF HON. D. LAWRENCE GRONER, OF NORFOLK, VA,

The CuarmMaN. You represent the peanut industry, do yout )
Mr. Groner. I represent an association formed for the protection
of the peanut industry.

]
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The Cramrman, Very well, Mr. Groner; we will be glad to hear
from you.

Mr. GroNer. If the committee would indulge me for a moment I
would like to make this very brief personal explanation.

My appearance in behalf of the peanut growers and the peanut
cleaners was somewhat unexpected to me, because they had not
known nor had I known until very recently that this committee
would have these hearings, But at their request, and because of my
presumed familiarity with the subject, I desire to make a brief
statement to the committee. after which, if the commitice’s patience
is not exhausted, some of the practical men of the industry would
like a moment in which to supplement what I may say.

The peanut, or ground nut, as it is sometimes called. is grown
in nearly every country in the world. It is found in tremendous

uantities in Africa and in India, in such large quantities, indeed,
that I believe no attempt has ever been made to make a statistical
computation of the quantity of tons produced in those countries,

The character of &10 nut as to its edibility in those countries, how-
ever, is so inferior to the nuts produced in this country and in other
foreign countries that it is not a competitor in the American market.

It is also grown in very large quantities in China: in Japan to a
lesser extent, and in Spain to a very large extent. In fact, at one
time Spain was the largest peanut market in the world, both in the
matter of peanut oil and peanuts per se. During the period of the
war the necessity of the conservation of fats and oils caused the
Spanish Government to place an embargo on the exportation of pea-
nuts from that country, and the sight of a S[)anish ship loaded with

eanuts in the harbor of Norfolk, which is the large peanut produc-
ing and handling section of this country, was entirely a customary
and ordinary thing.

Recently that has not been the case. The bulk of foreign grown
peanuts which are imported into this country and which come di-
rectly in competition with the American grown peanut. come mostly
from China and Japan, T think that I am accurate in saying that
there was practically no importation of peanuts in this country
prior to the Spanish-American war and our effort to secure trade in
the East. After the war they began to come in, and in the first or
second year after the war the importations amounted to a negli-
gible quantity, 200,000 or 300,000 pounds. It has been increasing
with the increased use of and increased demands for peanuts from
that time until now except during the period of the World War,
when, by reason of the difliculty of shipping, the cost of shipping
and the natural embargo that flowed from that condition of affairs,
there was more or less of a hiatus in the importation, although there
was some importation through all the period of the war,

The cost of production abroad, the cost of production in China
and in Japan, 1 think, has never been established with that definite-
ness that would, of course, satisfy the minds of this committee or
anybody else investigating the subject. The difficulty of determining
it 18 very great. The department, I believe, has made an effort to
ascertain exactly, or as nearly exactly as possible, what it costs to
produce a pound of peanuts in China and Japan, but it is a conces-
sion that the cost of prodnction in China or in Japan, even in the

80422—21~—~0
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last year—and there was an increase in the amount of wages, a small
increase in the amount of wages paid to the coolie labor in those
countries, most of avhich labor in the peanut industry is woman
labor—there is, I think, an understanding that the cost of production
at no time exceeded a cent to a cent and a quarter, or perhaps, at the
most, one and a half cents a pound.

If I make any statement that you think is not accurate, Mr. Baine,
1 would be glad if you would correct me.

The cost of transportation during the war was necessarily higher
than usual, as it was with everything else that was transported over-
seas, and that had a very deci(ﬂed tendency to check the importation
of peanufs from the east. There was also the difficulty of shipping,
the lack of cargo space, ete.

‘The present cost of transportation from Japan to either New York
or Norfolk via the Panama Canal is about two-thirds of 1 cent a
pound. That statement is based upon a number of actual trans.
actions and quotations, so that 1 submit it with confidence in its
accuracy.

The cost of importation into the Pacific coast ports is about one-
fourth of 1 cent per pound, so that if I am accurate in my statements,
as I submit I am, the cost of production, plus the cost of transporta-
tion of the Chineso peanut ang the Japanese peanut, makes it possible
to put them in the markets of this country, in the far west, on the
coast, at approximately 2 cents a pound, duty paid. s

The cost of transportation from the west coast of the country to
the east coast of the country is, under the new schedule of railroad
tariffs, I think, 2 cents a pound. So that it is possible and entirely
feasiblo and it is a fact thnt the Chinese nut and the Japanese nut
can be narried either via the Panama Canal or into the Pacific coast
ports and overland on railroads and can be dumped into the markets
of the Kast at approximately 4 cents or a little less than 4 cents »
pound on the basis of the present duty,

In the last year—I do not desire to weary the committee with too
many statistics—there were imported into this country considerably
more than 50 per cent more pounds of peanuts than had ever been
imported in any previous year. The amount of peanut oil was ap-
proximately 170,000,000 pounds, The amount of shelled peanuts im-
ported into this country vin the I’acific coast ports was approxi-
mately 120,000,000 pounds. I believe there are 25 pounds to a bushel.
So that you can figure out in bushels the quantity of peanuts that
came into the country, both as to peanuts proper and in the peanut
m} It takes about 23 pounds of peanuts to roeke a pound of peanut
oil,

The Cuamryan. What.proportion is that to our production {

Myr. Groner. The production in this country last year as estimated
by the bureau, as to which T think there is some reasonable ground
for question as to its aceuracy, was approximately 35,000,000 bushels,
which would be equivalent to approximately 900,000,000 pounds.
The production this venr is cstimated to he slightly in excess of
that, around 89,000,000 bushels.

The CuamrmaN. I understood you to say that there were how
many pounds to the bushel ?

Mr. Groxer. Twenty-five.
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Senator Joxes, Then we are importing about 190 per cent, are wet

Mr. Groxner. When we figure the amonnt of peanuts that it tukes
to make a pound of peanut oil, the amount ¢f importations to the
amount of production at heme would bo at least 25 per cent—from
20 to 25 per cent.

Mre. Baixg, Over 50 per cent.

Senator Juxnes, Do we export any of these commodities {

M. Groxenr, T heard the statement of the witness who preceded
me with regard to oil. The peanut oil that is exported is negligible.
I have not the exact statistics at hand, and T doubt if they have
ever been published. but it is a very small quantity, practically
nothing. The European countries obtain a very large supply of their
peanut oil from the Ariean, the Indian, and the Spanish nuts. which
they grind up and compress there, and the market abroad is not of
an inviting character to the American producer.,

Senator Joxes, For what prices are those Chinese and Japanese
nuts actually sold in this country ?

M, GroxNen, The price, of course, varies. During the period of
the war, when the impor tation fell off, the market for peanuts very
materinlly advanced, and the price per pound went as high as 12}
or 13 cents.  Just as soon as the war was over, or as soon as the con-
ditions readjusted themselves and the importation began to be heavy
and to be felt by the local market, the price went down, and the
price of Americun-grown peanuts to-day, on the basis of the market
quotation—I mean for the crop us whole—is an average of about
4 to 4} cents a pound.

The price of Japanese or Chinese shelled nuts in the Norfolk mar-
ket is approximately from 3} to 4 cents a pound.

I come from perhaps the largest peanut-producing and peanut-
handling section in the country. The large market of this country
is located in Norfolk and in Suffolk, which are in my congressional
district.  Formervly the cost of production there was a good deal
Jess than it is to-day. The cost of fertilizer was abont %20 a ton.
We have to use s tremendous amount of- fertilizer in order to produce
almost any crops on our lands in the peanut belt of this country. The
cost of fertilizer to-day under the changed condition of affairs is
from $50 to $55 a ton. The cost of labor formerly was much cheaper
than it is to-dav, It was approximately all Negro labor, and mostly
labor that lived on the farm. .\ house was furnished in which they
lived indigenous to the soil.  The cost was about 75 cents a day.
rarely more than a dollar a day: never more than a dollar n day ex-
cept in those ensex in which ‘a place to sleep was not furnished.
The price of Iabor under precisely the same conditions is now about
%250 n day,

Those are the major items making up the cost of production.
Figuring conservatively and accurately and reasonably the cost of
production of peanuts” in this country to-day in Virginia, North
Carolinn, Georgin, and Texas, which are the four large producing
States, Alabama being also now considerable of a producing State,
the cost of production in none of those States by the most scientific
method of cultivation and care in regard to one’s interests is less than
7 cents a pound.

So that it is not overstating the case to say that unless there is a
complete and absolute readjustment of the cost of production and a



/

84 SMERGENCY TARIFE,

radieal readjustment to prewar conditions, every pound of American-
grown peanuts sold on the present market in the current year will net
the producer at least 3 cents deficit or less.

Senator La Forrerre. What does a quart of peanuts weigh?

Mr. Groxer, IHow many quarts are there in a hushel, Mr, Baine?

Mr. Baxe, Thirty-two.

Mr, Groxee, Twenty-five pounds to a bushel.

Senator SimsmoNs, You spoke about Japanese-grown peanuts
which are being sold in the market of Norfolk. Are they heing
hrought here to any considerable extent now?

Mr. Groxer, They are being brought here, Senator, of course, not
measurably to the extent that they are in places wost of the Missis-
sippi River, where the cost of transportation is less and the profit is
higher, but they arve heing bronght to this country and heing offered
at n price o cent and a half 1o two conts and o hndf ander the North
(‘:m»&in:n and Virginte market price as it is to-day,

Senator Simvons, Is it equally as good nnut !

Mr. Groxen, If they are mixed up together and used in the manu-
fucture of candy or for confectionery, or something of that kind, vou
enn not tell one from the other.  For purposes ofrru:\sting and sell-
ing by the street vendors, the Virginin nut has a very decided supe-
viority, It is larger. What we call the Jumbo peanut is the peanut
which is culled out from the balance and used exclusively in the
street in the roasting bag trade. e

Senator Snisons, Are they bringing them regulariy, or has there
just been one or two cargoes come in?

Mr. Groxer, T do not know in what quantity they arve coming in,
Mur. P. D. Baine, who is president of the corporation, is here, and he
can answer that question. He is a very large cleaner and grower
of peanuts. But they are being brought in in very considerable
quantities.

Senator Siymoxs, Have you any information as to the amount
coming in on the whole south Atlantic and north Atlantic seaboard?

Mr. Groxer. They are not coming in except via Panama, and that
is a matter that has only recently begun as a result of this difficulty
now in getting cargo for ships.

Senator SixmoNs, What T woes trying to get at was whether they
come in in a tramp steamer or whether the trade had just started—-

Mr. Groxer, No, sir; the tradde has started.  They are being offered,
and while they are not being bought in any appreciable quantities
the effect of the offering is to very materially depress and reduce
the price which the farmers of your State and mine are able to obtain
for them. .

Senator Simymoxs, YWhat is the difference hetween the market price
of peanuts on the Atlantic const and on the Pacific const?

Mr. GroNer. The price of Japanese nuts or Chinese nuts on the
Pacific and Atlantic coasts is not quite the cost of transportation
overland, which is 2 cents per pound.

Senator SimmoNs, That is, you mean to say that the price of
peanuts is a little higher on the Atlantic coast than on the Pacific
coast .

Mr. Grozeg. I think it is slightly higher, but it is not materially
higher, for the reason that any importer of peanuts or any user of

L]
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peanuts in this country tan import them without transporting them
overland by bringing them around through the Panama Canal; and
the cost of transportation from Japan to New York or Norfolk via
the Panama Canal is not quite two-thirds of 1 cent per pound.

Senator Titomas, Is there any exportation of American peanuts?

Mr. Groxer. No, sir; no appreciable exportation except in the
form of candy.

Senator McLeax, If you are driven out of the market and have
to stop growing peanuts, what industry can you substitute ?

Mr. Groxer. I do not think that on the soil that I am acquainted
with in my section of the country you can grow anything etse. The
land is not fitted for corn or tohtceo or cotton, except at the very
largest expenditure of fertilizer. It is particulurly a peanut soil,
being a sandy, lonmy soil. :

Senator McLeax, Your industry is comparatively recent, is it not?

Mr. Groxen. The growth of the industry is comparatively recent.
It is an old industry. It has existed for a long time, and we had
the market in America practically to ourselves, until, as I said——-

Nenator McLeax. What did you grow before you grew peanuts?

Mr. Groxer. Tobaceo was grown on that land., and some corn
was grown on it. It is land that is gradually being taken np from
the forest and used for agricultural purposes. It is land that
formerly sold for from %50 to $75 an acre.

Senator MeLrax, How many people ave engaged in the industry ¢
What is the capital represeyted

Mr. Groxer. In the growing or the cleaning industry ?

Senator McLeax. Tow many people ave engaged in the industry ¢

My, Baixe, T would say that peanuts are grown in Texas, Georgia,
Florida, Alabama, Mississippi, E\'urih and South Carolina, Virginia,
and Tennessee. The Government gives so many acres, but it is a
hard matter to say how many people ave engaged in the industry.
I would imagine in those States there would be 750,000 people in-
directly and directly interested in peanuts,

Senator Tromas, Exclusively in that business?

Mr. Baine. Noj T would not say exclusively, because a farmer has
his corn crop, and so on.  That is an extra crop.

Mr. GroNer, 1lis corn crop is simply to provide corn for his stock.
He does not depend upon the corn crop as his money crop. The
money crop to the peanut farmer is almost exclusively peanuts.

I{ the duty which is imposed by this bill of 3 cents a pound is
retained we think that it has been demonstrated by the occurrences
of the war, by the events which resulted from the practieal embargo
established by the war, that the cost to the consumer woull hardly
be increased at all, if at o]l

The manufacturer of candy, when he is making peanut eandy, is
more or less influenced by, first. the cost of the peanuts or the cost
of the sugar. If sugar is high, hie puts in a good many peannts and
very little sugar, and if the sugar is low in price he puts in a good
deal of sugar and very little peanuts.  So that really the consumer
of the article during the war, when prices were up as high as 12 cents
a pound, paid no more for the candy except as it was advanced by
the sugar conditions. He certainly paid no more for the roasted
peanuts and no more for the oil than he would pay, and is payving
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to-day under the present quotation, which is just 33 per cent of the
then current quotation.

Senator Trosmas, The sugar man is asking for an amendment to
this bill. I supposeif weinclude that we can establish an equilibrium
in the candy business between peanuts and sugar.

Senator Simyoxs, This land that is now devoted to the culture of
reanuts in your State and in the adjoining States of North and
South Carolina. in the main is not suitable to the growth of cotton?

Mr. Groxer. Tt is not, Senator,

Senator Simymoxs. Nor to corn, to any very great extent?

Mr, GroNer, No, sir,

Senntor Simmoxns, And it is not considered good land for tobaeco,
although it will grow tobacco? [Is that true?

Mr, Groxer. That is absolutely accurate, sir. The peanut crop is
grown only on land which in very large measure will not produce any
other kind of a crop. There is a tier of counties running immediately
contiguous to Norfolk and running straight down through the South
which would be almost sterile and abandoned, and will be abandoned,
if conditions are not so remedied that the erop can be cultivated at a
greater profit.

Senator TroMAas. A good deal of the cotton lands in the Northern
States that have been rendered useless for cotton, or largely so. by the
boll weevil are now being used for peanuts?

Mr. GroNEer. That is true, sir. "

Senator Tuowmas. I recall that the citizens of a certain county got
together and erected a monument to the boll weevil. T believe I in-
troduced it in the record some time ago.

Senator Smoor. When the Government gets to manufacturing ni-
trates, of course that will all be changed.

Senator THo»as, I think we ought to go into the manufacture of
nitrates and then put a duty on foreign nitrates. '

Mr. GroNer. We have to have ammonia and potash and other things
as well as nitrates.

Senator Mcl.eaN. Do you use commercial fertilizers altogether?

Mr. GroNer. Almost altogether. The cost of it is very material
now. It is a very large item in the cost of production. It has to be
used because the soil will not produce without it.

Senator SrayoNs. We are discussing in the Senate now the subject
of nitrate of soda and certain other fertilizers. Can_you tell us how
much the yield of peanuts has been increased per acre by the use of
these fertilizers?

Mr. Groner. 1 do not belicve that there would be any profit at all,
Senator, without a considerable use of them, and the quantity of them
is constantly increasing. I think that it is certainl{' safe to say that
in my country, in Nansemond, Southampton, Isle of Wight, Surry and
Sussex Counties, the production has increased at least 50 per cent.

Would you sai that, Mr. Baine?

Mr. Baine. Oh, yes.

Senator Simmons. By the use of fertilizer?

Mr, GroNer. By the use of fertilizer.

The CrtairmaN, Is there anything further? '

Mr. Groner. I have nothing, unless the committee wishes to ask me
further questions.

.
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Mr. P. D, Baine is the president af the American Peanut Corpora-
tion, which, I think, is perhaps the Iargest handler of peanuts, cer-
tainly in my part of the country. He has been engaged in that busi-
ness all of his life. e is nlso n grower of peanuts, and he has in-
formed me that he would be embarrassed to make a statement, but
would be very glad to have the committee ask him any questions
which occur to it as pertinent or relevant in the matter.

Senator Stmmons, T believe you said that peanuts were selling now
at about 33 to 4 cents a pound ?

Mr. Groxen. Yes, sir,

Senator Simymons, Can you tell us what they were selling at before
the war?

Mr. Groxer. At substantially 33 cents before the war, up to 4 cents.

Senator Syoor, The consumer pays about 5 or 6 cents an ounce?

Mr. Groner. Yes; just about. 'They went to 12 cents, though,
Senator., :

Senator SimMoNs, Yes; 1 know they did during the war.

Mr. GroNer. But when we sold them before the war at 3 to 3} cents
the cost of production was 3 or 3} cents less than it is to-day.

* The Cuammman., We are very much obliged to you.

Bﬁr. Baine. we will hear from you if you have any suggestions to
make, - :

Mr. Baing. 1 guess Mr. Groner has about covered it all. If there
are any questions I can answer I feel as though I could answer ques-
tions about peanutr. 1 have been in that business all my life.

STATEMENT OF MR. P. D. BAINE, NORFOLK, VA,

Senator McLeaN. Does this oil come in competition with olive oil
for domestic purposes, or what is it used for?

Mr. Baing. 1t used to come into competition with it before. we had
the pure food law, and it may be adulterated now. That T do not
know. It used to be substituted for olive oil largely.

Senator McLeax. What is it used for?

Mr. Baine. Peanut oil, of the low grade. is used for soap. The
better grade is used for salad oil and for lard and butter.

The CHamrman. Was it not used for the same purposes as cotton-
seed o0il?

Mr, Baing. Only a little higher grade. It sells for 1} cents, as a
rule, higher than cottonseed oil.

The Cramman. Before the pure food law the cottonseed oil en-
tered to a great extent into our olive oil, did it not?

Mr. Baine. And peanut oil was largely used.

Senator THomas, Why do you limit it to that period of time?

The Cuairman. I have an idea that there is very little of it mixed
now. .

Senator McLean. What is the by-product used for?t What is
left after you extract the meal?

Mr. Baine. You mean the cake?

Senator McLeaN. Yes.

Mr. Baing, That is used for feed for cattle. o

Senator McLEeax, It is very valuable for that purpose, is it not?
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Mr. Baine, Yes. There is such a thing recently put on the mar-
ket as a peanut meal for human food. It is very, very nutritious
and very valuable. It is also very fine for cattle feed and hog feed as
well as for fertilizer.

Senator MclLeax, What ean you get for that ¢

Mr. Bane, That peanut menl varies very much. Just at pros-
ent it is very low. | imagine peanut meal to-dny is worth about
$35 a ton from the oil mills.

Seantor McLeax. It is good for fertilizer!?

Mr. Baine, Yes, sir; it is very good for fertilizer.

Senitor McLeax. Do you use it for tobacco?

My, Baine, It is not quite high enough grade for tobacco, but it is
used for it and can be used for it, though tobaceo requires a very
high ammoniate fertilizer generally.

Senator McLeaxn. Tt is not as good as cotton seed?

Mr. Baine. 1 do not think so. T do not think it contains as much
ammonin as cottonseed oil does.

The Criamesas, Are there any other suggestions which you wish
to mnke?

Me. Baxe. I do not know of any, unless yvou have some other
questions, '

The Cramsiax, We are much obliged to you, Mr, Baine.

Senator Stasons, Can vou give us the value of the invested eap-
ital in peanuts!? s

M¢e. Groxer. The total amounts to about 35000000 bushels, and
there are 25 pouads to o bushel, and on the basis of about 4 cents a
ton—1I can figure it out for you in n moment, Senator,

My, Baixg. About $35,000,000,

Senator Simyons, That is the part raised for market?

My, Baine. Yes, sir. :

Senator Simmons, Is there any part of it that is devoted to fat-
tening hogs?

Mr, Groner. Yes, sir; the hogs are turned loose in the fields to

ub up what is left, and they produce that very fine article known
as Smithfield ham.

Senator Stmmons. But in addition to the peanats that you place
on the market there are some that you keep in the ground and that
makes a very valuable food product?

Mr. Groxer. Yes, sir. .

Senator La FForrerre. The total farm value of the 1919 crop was
$70,000,000, as given by the Agricultural Yearbook. There were
83,000,000 bushels produced in this country.

My, Groner, That was on the basis of 12 cents a pound—9 to 12
cents a pound. On the present basis it is just about half of that.

The CuamrmaN, Did I understand you, Mr. Groner, to sny that
the nuts that were left in the ground are consumed by the hogs and
they produce this ¢ Beechnut ” ham?

My, Groxer. The Smithfied ham. JLaughter.f

Senator Simmoxns. That is not quite a laughing matter. There are
large scctions of the country that grow peanuts for no other purpose
except as a hog food. That is true of the section of North Carolina
in which I live.. In the northeast counties they raise them for mar-
ket, and in the section in which T live we raise them for feed for
hogs and for the improvement to the land.
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Mr. Gronex. A fertilizer.
Senator Sisaons, It is a nitrogen-gathering plant and it is of
great benelit to the land if it is left in the soil.

STATEMENT OF MR, FRANCIS M. TURNER, CHEMICAL ENGINEER,
QM%BIOAN NUT AND SEED OIL CORPORATION, NEW YORK,

The Cnaman, Will you state your occupation and what you

represent ¢

r. TurNer. T am a chemical engineer of the Ameriean Nut and
Seed Oil Corporation, New York City. The American Nut and Seed
Oil Corporation is a manufacturer of coconut meal. They are also
cquipped to press other seed oils, but their attention is directed to-
ward the manufacture of coconut oil.  The coconut-oil industry
in the United States is nhnost directly caused by the shortage of fats
during the war. In Europe coconut pressing has been done for
the last two centuries, but in the United States, with the exception
of n small quantity, which was pressed for soap making previous
to the war, there was none made. While there was no coconut but-
ter or margarine eaten in 1914, last year there were 219,000,000
pounds of it consumed in the United States. In Europe I had an
opportunity this year of studying the oil conditions abroad-—in
Scandinavia, Germany, France, Belgium, and Great Britain. There
the use of coconut oil for food obtains very greatly. Thirty-three
pounds per capita were used in Scandinavia notwithstanding the fact
that they are a butter-producing country. In this country last year
we used rather less than 2 pounds, bhut the industry. as T stated, is
growing enormously.

The Cuamman. They use it in making butterine?

Mr. Turxer, Coconut butter, sir. Coconut butter is a mixture of
refined coconut oil and cream which has been enltured.

This industry has been developing. A great deal of capital has
been invested, and to-day we stand in the position of being absolutely
unable to operate. Every ton of copra or dried coconut meat we press
here we stand to lose $30 a ton, and if we continue to do it it is going
to put us out of business.

will tell you the reasons for that condition.

As T stated, here is one of the plants of the American Cottonseed
Oil Corporation which has just been built. [Ixhibiting a photo-
graph to the committee.] Tt is ns fine a mill as there is in thé world
to-day. much finer than anything in Europe. although not quite as
large as some of the European mills. During the war there was a
shortage of fatg——

Senator Carper. When was that factory huilt?

Mr. Turxer. That factory is just completed, sir. Tt was started,
and we had many troubles in building it during the war because of
lack of materinl, strikes, labor troubles, ete. Tt should have heen
completed two years ago.

Senator Tromas. When was your company organized ?

Mr. Torxer. Our company was organized three years ago,

Senator Tuomas. What is its capitalization ?

Mr. Turxer, It is a close corporation, It is owned by the FFarmers’
Feed Co. of New York, who were practically legislated out of busi-
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ness. They were producers of brewers’ grain and other feeds for
cattle, and we have had to direct our energies into other lines, and
we built that plant at Newark and this plant [indicating] at Buffalo,
ls\.'hich represent an outlay of considerably over one and a half mil-
ions. -

Senator Tromas, Did I understand you to say it was a constituent
of some other corporation?

Mr. TurNer. The Farmers' Feed Co. own the American Nut &
Seed Oil Corporation. They own also the Maritime Milling Cor-
poration, of Buffalo, which is a manufacturer of mixed feeds for
cattle. “They take the by-product from this mill.

Senator Tioyas. When was the Farmers’ Corporation organized?

Mr. TunrNer. About 50 or G0 years ago. It is a very well-known
concern in its line.

During the war, of course, the price of coconut oil was high here.
The differential between copra, which is the dried coconut meat pro-
duced in the South Sea Islands and in Manila, and the oil was aliaut
50-50. A large oil crusher says that as a fair differential if copra
cost 6 cents o1l should cost 12, They should be able to get 12 cents
a pound for it. If copra costs 7 cents, thev should get 14. To-day
the cheapest that copra can be bought is 7 cents. There is 60 to 65
per cent of oil in the copra. and if I dry a ton of copra at 7 cents it
costs $140. T press the oil out of it and get 60 per cent of oil, which
is just as much as can be pressed out of it. That would only give
me 1200 pounds of oil, and the cost of pressing is, say, $20 a ton
or 1 cent a pound, and my ton of copra has cost me——

Senator Tromas. T« the copra, after the oil is pressed from it, of
any commerceial use? : :

Mr. Turser. It is a very valuable eattle food. It is rich in protein
and rich in fats. It is a very valuable cattle food indeed. but unfor-
tunately it is selling at a very, very low price to-day,

Senator McLrax. What price is it selling for, and why shonld it
ll:? sl;:-;ling at a very low price when other cattle feeds have been very

1§14

’:\Jr. TurNer. Cattle feeds ave very low, sir, at the present time.

Senator McLEAN, Just now; yes.

Mr. ‘TurNer. They have come down, Cattle feeds are very low,
and they are very low in spite of thie fact that their source is very
much diminished. There is not as much brewing done in these days
as was done a short time ago. Consequently the source of brewer’s
grain is very much le=s,

Senator McLeax. Do vou get all your raw material from abroad?

Mr. Tunrner. Yes, sir. The coconut is produced in latitude 20 north
and south of the Equator.

I would be very glad to answer any questions regarding the cost of
copra.

t costs to produce it in the South Sea Islands about 4} cents, and
the freight to bring it to San Francisco makes it about 5} cents, and
that is the bottom price of copra to-day on the coast. The freight on
copra from the coast here is $1.13 a hundred, so that copra to day
ranges from 63 to 74 cents from China to New York. So T put it at
7 cents so as to be perfectly fair,

t LA
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As T saidd, 2 ton of copra costing $140 and $20 to erush it really
costs $L60. Tt costs $160 to produce 1,200 pounds of oil, for which the
best price to-day is 10 cents. There is a loss to-day of $30 on every ton.

It this duty were put on it would cost approximately 24 cents a
pound, and that. would enable us to come out about even and preserve
the industry. ‘There is no doubt in my mind but what the price of
oil will be somewhat higher as the stocks become exhausted. There
IS nlu pressing being done at the present time,  No presser ean atford
to o it.

It is an industry that affeets your State, too, sir Jaddressing Sen-
ator La Follette].

Senator SiMMoNs, You mean that you warit a duty put on the
finished product? You do not want a duty put on your raw material
that you get abroad?

Mr. Turner. No; we do not. That is one of the things that we do
not grow in the United States.

Senator McLreaN. They grow coconuts in Florida, do they not?

Mr. Tur~er. We use a million and a_half coconuts a day. That is
more cocontts than there are grown in Florida in a year.

Senator McLeaN. You couhl grow more in Klorida, I supposet

Mr. Turner. I do not think so. Seriousiy, the coconut does not
obtain 20° north of the Equator. You might think that the West
Indies would afford a very good source of supply of copra and coco-
nuts, but they do not. There is not enough grown now in all the
West Indies to keep us in operation three months.

Senator Sianyons. But sul)pose these Florida people would come
here and say, “ It would help us if you would put a duty on this
product. It is being brought here and used in competition with
ours.” Would you object to that ¢

Mr. Torxer. 1 happen to be a Floridian myself. I have a farm
down there of 10 acres. .

Senator Sixyrons. You would prefer them, would you?

Mr. Torner. I say I own o farm of 10 acres in Florida, so I can
speak as a Floridian and answer your question. 1

Senator Siiyons. I would like to hear you,

Mr. Turner. It would be rather difficult to grow copra there. We
are in competition with Great Britain and with the oriental oil
pressers, and to-day. with the differential of exchange, it is the prac-
tice of tho Japanese proes:zcr and the Chinese presser and others to

_dump their oil into the United States. They have dumped it in so
successfully that they have depressed the price of crude coconut oil.

There is a differential batween coconut oil and refined coconut oil
for edible purposes. Thegr are dumping crude coconut oil in here,
and it has been uffered at 8%, 83, and 9 cents a pound, just about the
price of the copra. We can not compete with Japanese labor and
with oriental labor in pressing oil. If we are not given some pro-
tection the millions of dollars that have been invested in apparatus
for pressing coconut oil in this country to meet the demand for coco-
nut butter will be lost and gone. It is a very serious matter, very
serious, indeed.

After coconut oil is pressed out it must be treated so as to render
it edible. Tt contains a large quantity of fatty acids, and they must

4
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be removed. “Fhe oil is treated. It is neutralized and decolorized
and it is finally deodorized, and it is then fit to be used in baking and
in lard compound and in the making of margarine butter.

Senator 'l‘uom.\s. I should think it would come ipto competition *
with American lard. :

Mr, Tur~er. It enables us to ship a great deal of compound lard
abroad every yvear. We take very fittle dard and a large amount of
coconut butter, and they are churned together and sold as compound
lard. '

Senator SiMmoNs, Where does that go?

Mr. ‘CurNer. Tt is shipped abroad when they can pay for it,

Senator SimyoNs.* Where abrond?  Where is yvour chief market /

Mr. Turxer. Great Britain takes a large quantity of faty

Senntor Stasoxs, o you not have to sell it in competition with
this Chinese and Japanese material that vou have spoken about?

Mi, Terser. Noo siv: because the differentinl in exchange to-day
does not allow the British manufacturer to suffer very materially
from having Japanese oil dumped in on him.

Senator NryymeNs. What do you get for it in Great Britain?

Mr, Tvener. We do not manufactura compound lard ourselves.

Senator SiyoNs. You said you sold some of this other material
in Cireat Britain that you say you produce.

Mr, TurNer, Yes,

Senator Simyons. 1 assume vou do not sell it over there wnless you
can make some profit on it. What do you get for it?

Mr. Tenxen. T can tell yon what the price of coconnt margarine
ig to-day in contradistinction to the price of butter. The price of
margarine retailing to-day—and it is very palatable, and if it were
on the table here and you ate it you would sny it was equnl to the
highest grade of creamery butter. Tt is being used in Denmarvk.
although that is a butter-producing country, and the Danes are
dumping their butter into the United States und it is being sold in
New York at 30 cents a pound, and it will readily displace our butter,

Senator Simyoxns, What do you say you are selling your butter
for in this countiv ow?

Mr. TerNenr. At the present time we have met the competition——

Senator Simmoxs. T am not talking about competition, but the
price that you are selling it for now."

Mr. Turner. The price of what, sir? .

Senator Simyoxs, Your product, whatever it is.

Mr. Turner. The price of crude coconut oil to-day is 10 cents.

Senator SimyoNg, In this country?

Mr. Tur~nenr. Yes, sir,

Senator SimMoNs, You say vou are exporting some?

Mr, Turner. No, sir; 1 did not say we were sxporting some.

Senator Sisyoxs, T understood you to say so.

Mr. Teexer. Under normal conditions we can, but we are not at
present.

Senator Stmaoxs, When did you make your last exportation?

Mr, Turner. We have not been in operation to any extent yet.
This is n new concern, We stopped a vear ago when the price of
(fnn’ hoil was so depressed that we could not manufacture it any
urther.
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I will be very glad to answer any questions you have to ask me.
1 want to correct a statement made by a witness here previously, Mr.
Aspregen, I think it was, regarding the large amount——

Senator Simyons, Will you pardon me a moment? A little while
ago you gave a very clear statement of your reasons why you
thought you ought to he protected against the Japanese product sold
here in competition with vours. You said you also had a farm down
in IFtorida. .

Mr. TurNer. Yes, sir,

Senator SisyoNs. I suppose you raise coconuts on your farm?

My, TurNer. No,sir: 1 ceannot. I raise a few grapefruit.

Senator Sivsoxs, Speaking from the Florida standpoint, do yon
not think they will be just as much entitled to protection against coco-
nuts as you? ’

My, Teryen., Florida is not a coconut-growing country.

Senator Stwmons. They do grow there.

Mr. Treser. They are only specimens.  You could not grow them
commercially.

Senator Simyoxns, How many do they grow down there; do you
know?

Mr. Toryer. In my section of Polk County they do not grow any.
They grow long-leaf pine there.

Senator Siayons, T want to know how much they grow. if any. in
Fiorida. :

Senator McLEan. Tt does not amount to anything.

Senator Siarymons, I do not know.

Mr. Tur~Ner. There are not enough grown in the whole of the West
Indies, notwithstanding the suggestion made—there are not enough

rown in the whole of the West Indies, on the Mexican coast, the

onduran coast, the northern coast of South America, to supply a
mill such as T showed you a photograph of for three months every
vear, nor is it possible. .

We have been trying through the Department of Commerce here
to get in touch with the .\merican consuls at the various points there
to try to develop, if possible, a copra business there, because we realize
that the freight from the West Indies would be very much less thar
the freight from Java, the freight from the Fiji Islands, and the
South Seas generally. The sources of copra now are Java, Borneo,
the Solomon Islands. Sydney. Australia, is the great copra port of
the world'to-day.

Senator Trnoymas, How about the Philippines?

Mr. Torxer. They produce some, but the quality of the Philippine
copra is not as high as some of the other copra. It has more acidity.
I think it is due to the climate. It is damp there, and it molds
readily. The finest copra comes from Samoa. The next finest is
Malabar and Java copra.

Senator Srmymons. The sum of it all is that you do not think we
produce enough coconuts in this country to entitle the growers of them
to protection?

Mpr. TurNer. No, sir; it is impossible.

Senator Simmons. You have forgotten the theory of the “infant
industry.” have you nott .
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Mr. TurNer. Yes; but we are an infant industry. The infent in-
dustry you speak of in Florida is in embryo, largely, at the present
time—absolutely unborn,

The imported oil is selling at 94 cents here.

Senator Troyas. Wholesale? :

Mr. Turner. Yes.

Senator Tromas. The consumer does not get it for any such price?

Mr. TurNer. The consumer gets it very cheaply. T think the con-
sumer is able to get good butter for 28 cents a pound now: and if
none of you gentlemen have ever tasted it. T wish vou would try to
sample ‘2 good quality of coconut butter.

Senator LA Forrerre, What is its appearance?

Mr. Trrner. The law of this country will not allow it to be col-
ored at this time, therefore it ix snow white. It must be colored by
the consumer.

Senator Tuomas, We ean not artificially color anything but
butter{

Mr. Turner. That is the only thing that is allowable now.

Senator Gerry. Did not the pure-food Inw cut down the trade
very largely in these products?

Mr. Turxenr. No, sir: it has increased its trade enormously. T can
tell you that in 1914 not a pound of coconut butter was consumed
in the [Tnited States, and last vear 219,000,000 pounds were eaten.

The Cuatrman. You did not start mannfacturing until iefter the
pure-food law had been in operation for several years, did vou?

Mr. Turxer, No, sir, ‘

Senator McLean. When yon make butter out of peanuts, tallow.
and coconuts, what are the dairymen going to do?

Mr. Turxex. We are importing Danish 'l!mtter now,

Senator Gerry. Was there not a great quantity used of oleomar-
garine previous to the pure-food law ¢

Mr. Tunser. I was not interested in anything of that nature at
that time, but T understand that some dealers took a certnin amount
of animal margarine and mixed it with butter. That is allowable
in some States now. I think the State of New Jersey allows that
yet.

The Cnamyax, The principal use of this coconut oil is in the
manufacture of a butterine, is 1t? ' .

My, Tveser. Yes, sir: and of bakers” fat, It will largeiv come into
the manufacture of milk. ' g

Senator Carper. The manutacture of milk ¢

Mr. TvaNen. Yes. It makes a very fine milk of standard 4 per
cent butter fut by taking dried skimmed milk and water and refined
coconut oil and by processing it will make a glass of milk that you
would think was extremely fine if you drank it.

In making coconut butter the flavor of the coconut butter is
introduced the same way into the coconut butter that the flavor
of ordinary butter is introduced. Tt is introduced by the bacillus
lactus. The bacillus acts on the crenm and sours it—in other words.
giving a flavor to it.

I want to correct an impression that has been made that there
are large quantities of oils imported here to be refined and then ex-
ported. T do not know of a siugle pound that has been shipped

A]
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under those circumstances. That is a statement that, I think, was
made by a previous witness by mistake. There are no oils that 1

. know of that have been imported into this country and refined and

oxgorted again,
Senator Simyoxs. You mean none of the oil that you make?

Mr. Turner. None of anybody’s oil. No oil that I know of is
imported into this country, refined and ex})ortcd. The Southern
Cotton Qil Co. have in Hamburg a refinery for Europe. They ship
their crude cottonseed oil over there and refine it. The English
refineries refine cnormous quantities of oil there. It is brought there
crude. The French do the same and the Germans do the same. The
mill that we have is a fine mill. but let me tell you that the capacity
of that mill js only 160 tons a day. and I saw several mills in Kurope
this year, one at Harburg near Hamburg that pressed 1,700 tons a
day.  Another one in Denmark that presses 400 tons a day: and
another one at Orestes, in Denmark, that presses 800 tons a day.

Senator Trosmas. Eight hundred tons of copra?

Mr. TurnNer. Yes, sir. It is a very large industry here, but it is
an _infant industry there. We can protect ourselves from Great
Britain on account of the freight differentials, because if we get our
copra here at the same price that they do we do not fear the com-

etition of Cireat Britain. But we do fear the competition of the
rient, because their labor costs are very much lower than ours. We
have to pay $4.50 and $5 a day for labor in the oil mills.

Now. gentlemen of the committee, all we are asking is that the
tariff be given to us, the protection that is stated there in that bill,
of 20 cents a gallon. It should be so much a pound, because, as
stated here, oils are sold by the pound and not by the gallon. 1
thinkdoutsido of fish oil and linsced oil the other oils are sold by the
pound.

Senator Stvmoxns. I think it should be by the pound so that we
could understand it better.

Mr. TorNeR. Yes, sir. Now, gentlemen, I brought no notes with
me, but if this committee wants any definite statistics as to the
amount of oils, or fats, or food fats, or any sort of statistics regard-
ing them, I want to say to you that I have them in my office, up to
date, and T think T can furnish you with anything vou might wish
in the way of assistance that way, and which T think is reasonably
correct because I got the data from the different seller sources,

Senator McCumprr. If you will prepare a short and concise state-
ment along that line, we will make 1t a pnrt of your statement.

Mr. Turner. T thank you. If there ave any questions yvou would
like to have me answer now, all right. T think you. Mr. Chairman,
asked me what. besides butter, coconut oil is used for. In its erude
state it is nsed for soap.

T Senator McCumner. The committee is much obliged to you, Mr.
urner.

Mr. Toryer, And I wish to thank you, gentlemen.

Senator McCusner, Representative Walsh desires to be heard in
the matter of long-staple cotton. I believe.

Representative Warsi. Yes, sir.
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STATEMENT OF HON. JOSEPH WALSH, A REPRESENTATIVE IN
gEHTETSOONGBESS OF THE UNITED STATES FROM MASSACHU-

“'S;'lllﬂtm‘ McCumner. The committee will be glad to hear you, Mr.
alsh,

Representative Warsyi, Mr, Chairman and gentlemen of the com-
wittee, I have been asked by some of the manufacturers of my dis.
trict, which includes the city of New Bedford, having some 30 cotton
mills, to bring to the attention of this committee, they not having an
opportunity to be heard when the matter was taken up in the House,
the matter of the duty placed upon long-staple cotton and a presumed
compensatory duty upon manufactured products from long-staple
cotton,  This proposed duty is fixed in the House bill at 7 cents a
pound.  As nearly as T can find out from any of the manufacturers,
it was not asked for, and their view is that the cotton schedule of the
tariff bill is of a rather technieal nature, and that to put a duty upon
long-staple cotton of 7 cents per pound at this time would throw
the cotton schedule somewhat out of balance. They tell me that it
does not come in competition particularly with cotton from the
South; that is, the southern long-staple cotton which is used in
different produects,  And, furthermore, they tell me that the compen-
sutory duty of 7 cents per pound upon manufactured articles from
long-staple cotton is not in fact a compensatory duty. -,

Senator McCumner, Does that come in competition with long-
staple cotton from Arizona and that portion of tllle United States?

epresentative Warsi. No, sir; they tell me not; not to any great
extent, at least. It is used in the manufacture of mercerized goods,
tire fabrics, and in certain other cotton materials,

Senator McCumnir. Is Arizona and Oklahoma cottoy used almost
exclusively now in the manufacture of automobile tires?

Representative Warsi. Not in any great quantity as compared
with the Egyption cotton, which this long-staple schedule in the bill
affects. Tt is not so good a grade of cotton, I am told.

Senator McCurwmuen, ‘What is the principal use made of what we
know as long-staple cotton? That is being raised quite extensively
in the Southwest.

Representative Warsi. Now known as Arizona cotton!?

Senator McCumner. Yes. C '

Representative Warsi, That goes into tire fabrics, but in tires of
a different grade, I think, than the tire fabrics made from the Egyp-
tian cotton. One hundred pounds of long-staple cotton I am advised
will make about 60 pounds of yarn, so that if it is the desire to
put a compensatory duty upon manufactured products the compensa-
tory duty ought to be about 12 cents a_pound. But it is the feelin
of the manufacturers in New Bedford that this matter could well
wait until the general revision of the tariff is taken up, as it will be,
and that it could then be considered in connection with the cotton
schedule. And in the meantime they tell me—and there are 30 manu-
facturing establishments in New Bedford, and I think about only
6 of them are working at this time on anything near full schedule,
and n good many of the establishments I think are only operating on
about 3 days a week—and in the meantime they tell me they have

.
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just begun to receive ir'v}uiries for orders for manufactured goods.

hey say if it is intended to put a duty upon long-staple cotton and
a compensatory duty upon manufactured products they fear that it
will upset the market and that it will interfere with their figuring
on the costs of production until they know just what the effect of that
tariff is going to be.

A great many of the goods that they manufacture are made from
this Egyptian cotton mingled with other grades of cotton, the shorter
lengths, and of course it would be necessary to know the proportionate
costs of the various grades. They feel that these two cotton schedules
might well be eliminated from this temporary tariff measure and
taken up in conjunction with the entire cotton schedule later on.

Senator McLran. Did you present this situation to the House
committeo? ,

Representative Warsir. No; no opportunity was given to present
it to the House Committee on Ways and Means, There were no hear-
ings, and I did not know until the day the bill was reported that a
cotton schedule was in the hill. Tt was only put in the day the bill
was reported. and, under our procedure in the House, I endeavored
to have the second schedule stricken out. I could not secure recogni-
tion upon the 7 cents a pound duty pro{mse(] upon long-staple cotton,
but when the next item came up I enc eavore(l to have that stricken
out; but, as you gentlemen know, under the five-minute rule little
could be done,

Senator McLran. How did it come to get into the bill?

Representative Warsi. I have not been able to ascertain. There
was no representative of the cotton manufacturers present as nearly
as T can find ont. It was put in, I understand, in exerutive session.

Senator I%a Forverre, They bored from within, as it were?

Representative Warsi. Yes.

Senator Stmmons, Tt was put in. probably, as a sop to the cotton-
growing States.

Representative Warsi, T do not know about that,

Senator McLrax, It might have been put in to kill the bill,

Representative Warsn, I do not know,

Senator Sivatons, 1 am not aware that anybody from the cotton-
growing States has asked for any protection; if so, I have not heard
of it. T am not saying this by way of suggesting any new duty on
cotton—and I do not thirk we need any—but I think you are mis-
taken in your statement that Egyptian cotton does not come in com-
petition with certain long-staple cotton grown in this country. There
are about 50,000 hales of 500 pounds to the bale grown in New Mexico
and Arizonn and in that part of the conntry out there that is about
the same length as the Egyptian cotton: that is, as I recall it now,
one and five-eighths. There are about 300,000 bales of long-staple
cotton grown in this country, not of that length but ranging, prob-
‘ably. up as high as one and one-half. My understanding is that the
long-staple cottons are nsed wherever an American manufacturer
makes a high-grade cotton product. And it is the general under-
standing—though I do not know whether it is true or not, as I have
not investigated it—but it i¢ the general understanding that there
is competition between this long-staple cotton grown in the South
and Egyptian cotton, especinlly that longer staple cotton,

8042221 et
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Competition is sharper on that longer staple cotton grown in New
Mexico, I understand. I have the data in my office. rot it from
some publications that have been furnished to me, and they are
very illuminating, I think. I did not bring the data with me, be-
cause I did not suppose there was anybody coming here to ask for
that duty, and I did not know that anybody was going to come to
ask that it be stricken out. It is a stutement &repnred y the Taviff
Commission, and furnished for use of the Ways and Means Com-
mittee of the House, -

Representative WarsH. Yes; I saw that while the matter was under
discussion,

Senator Stmamoxns. It deals very fully with this question, and I
would like in connection with your statement, Mr. ‘\\/alsh, to hand
in some extracts from that statement so prepared by the Tariff Com-
mission, so that the facts about this matter may be known,

Representative Warsit. Might I say; Senator Simmons, that I
think the information contained in that statement I saw, and pos-
sibly it was the same as given you, is buck some time. Furthermore,
I think the information given me by my constituents may have
been peculiar to certain manufacturing establishments in my home
city, where they make the finest yarn, T think they are able to draw
down the cotton to the finest yarn that is made in the world, and
which they say is due to atmospheric conditions.

Senator Srmmons. That is the reason why England. yses so much
larger a percentage of Egyptian cotton than we do; they make a
higher grade of fabric than we make, and use it in those high-class
goods. DBut we make some of that in this country, and a very con-
siderable extent of the long-stable cotton here is necessary to make
that class of goods. .

Senator MCgLEAN. Has the price of this long staple Eg{ptian cot-
ton dropped recently as compared with the cotton grown here?

Representative Warsn, T am not advised on that. You see, Sen-
ator McLean, I did not know that.there would be any hearing, and
I have only had a conference over the telephone with the gentlemen
to whom I refer, and they did not know whether they would have an
opportunity to some down and appear before your committee,

Senator Tromas. These hearings are open to all,

Representative Warsn. Yes; but I read in the press, Senator
Thomas, that the hearings would be very brief, und those gentlemen
did not know whether they would be able to arrange to come down
and they just asked me to come over and give these facts and make
the suggestion that the matter might well be deferred. If the hear-
ings before this committee will continue until such time as they may
be heard it is possible they will wish to come down themselves.

Senator McLEAN, The price has not dronod very much. I under-
stand the fabric is considerably higher, If the price of the imported
article has dropped some little in the last few months it seems to me -
your manufacturers ought to be able to get raw material and still
make a profit at the present price of tires.

Representative Wavrsa. I think if your committee is likely to be
in session for three or four days that those gentlemen who have
knowledge of conditions would be glad to come down.

Senator McCumper. We will close these hearings on next Tues-
day. I think we can cover the subject pretty well by that time. Mr.
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Walsh, do you know to what extent long-staple cotton has declined in
price during the last six months?

Representative Warsu. No, sir; but I can get that information for

oul

Senator McCumser. I understand it is about 50 per cent, In
other words, about a year ago it was selling somewhere from §1 to
more than $1 a pound and that now it is selling at about 50 cents to
55 cents a pound. I am speaking now not of the imported article but
of the Arizona crop. You have no definite information on that?

Representative Warsu. No, sir; but I can secure it.

Senator McCumner. Have you any definite information as to what
amount is being shipped in of the Egyptian long-staple cotton as
compared with the amount that was shipped in under normal con-
ditions?

Representative Warsi. The table referred to by Senator Simmons
comes up to a certain date and gives that information,

Senator McCumper. Well, that may give all I want, but anything
you may wish to put in the record you are at liberty to put in.

Representative WavLsi, Very well. I thank you.

Senator Stmyoxs. I think these are about the figures—-

Senator McCumper (interposing). That is not up to date?

Senator SimmoNns, Yes; I believe it is.

Senator McCumper, Well, up to what date¢ There has been quite
a change since October,

Senator Simyons, They have it up to sometime in—well, it is
not as late as I thought it was, but up to sometime in 1920,

Senator Gerry. Mr. Walsh, if your constituents may not be able to
appenr before this committee they can send, however, some data to
be included in our hearings.

Representative Warsi. Very well. T will ask them to get up the
information as to price and quantity of shipments, ete.

Senator Genny, I presume they may be included in the hearings,
Mr. Chairman?

Senator McCumner., That may be done.

Representative Warsu. T will be glad to file that with your com-
mittee, I thank you.

(The statement was subsequently furnished by Representative
Walsh and is here printed in full, as follows :)

Bosron, Mass, Joeavary 10, 1921,
Hon, Joserit Warsi, M, (',
Washington, D, .

Price of long staple cotton declined past ®Ix months from about S1.15 to 38
centg por pound ;. Fgyptinn from 81,10 to 33 cents per powid.  Arizonn cotton
useit in some products, maknly tee yarn and fabrie the snme as Fgyptinn, but
I not a ged substitute and I8 not adapted to usen where yarng or cloths are
requiredd to be mercerized.  Sen Island and Egyptian used in finest  cloth,
thread, tire, yarns, lneeg, flne Insulations, balloon and givplane cloth, amt s
sihstitute for itk ih embrofdery, dress gonds, hostery, and undepweanr.  Pro-
portion of long staple used compared with Bgyptinn lnrgely matter of estinuite
from figures recelved from Industeinl departmont of Merchants’ Natlonal Bank
for last cotton season about 530,000 hales of American long staple usked and
about 320,000 bales Egyptinn. The Government, however, estimated the Ameri-
can cotton long-staple production at about 960,000 hales.

. W, M. Burres.
°
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WSletlllntor ‘McCusner. The committee is much obliged to you, Mr.
a s L]
The committe¢ will now hear Mr. Delapenha.

STATEMENT OF MR. RODOLPH U. DELAPENHA, PRESIDENT OF THE
OLIVE-OIL IMPORTERS’ ASSOCIATION, POUGHKEEPSIE, N. Y.

" Senator McCumner. Mr, Delapenha, the committee will be glad to
ear you.

Alr, Derarexsa. Mr, Chairman and gentlemen of the committee,
I only have a sympathetic interest in peanut oil. T am appearing
bofore you for two reasons: One is because in a few words of con-
versation I had with Senator Simmons just after recess he thought
that you would give me permission to express a few ideas, anc I
appreciate very much the })riviloge. T came down as a committee of
one nnd as the president of the Olive Oil Importers’ \ssociation, and
appenred before the Ways and Means Committee of the House this
morning, urging them not to change the tariff on olive oil and giving
them my reasons why. T also appear before you, asking you not to
change the duty on peanut oil. My judgment is—

Senator Mc('vmner. This bill does not touch olive oil.

Mr. DeLarennia. I know it does not, but as to peanut oil it does.

Gentlemen, my own judgment of the matter is that we are treating
the patient from the wrong end. This is an international question,
not a local one. If n rome(i} can be found for the international ques-
tion the local question will get well of itself. '

Iet us nssume that we put an emergency tariff on; and let us as-
sume that we follow up with another tariff in March, where is it
going to land? Aven’t we really at the parting of the ways? Confi-
dence has been disturbed; how are we going to renew confidence?
Tt can only be done in one of two ways, applying the proper remedy.
The first thing, in my judgment, that we should seck to do is to stabi-
lize exchange. Until we do that we are producing goods, because
of our tremendous value of the dollar, not at any real measure or
valies but at sacrifice prices which, no matter what tariff you may
put on, will not counterbalance. .
hSenutm‘ McCuysper. Have you any scheme for stabilizing ex-
change?

x\f::: Derarenua. I have not. That is not my duty. I am simply
expressing my opinion of the difficulties before the world to-day.

Senator McCumner. It is a difficulty that the committee will have
to deal with, and T did not know but what you had some suggestion
to make along that line.

Mr. Derarennua. I wish T had. I should be very glad to suggest
it if T had one. But I am a manufacturer. We have large interests
just south of Poughkeepsie, N. Y. T have listened attentively and
with interest to some of the speakers who have appeared before

ou, but I want to say that when men attempt to come before you
o-day and give you prices and have you believe that those prices arg
the prices at which goods can be gold, or that those are the values
that are existent, you, in my judgment, are wasting your time.

We are manufacturers, for example, and packers of preserves, to-
matoes, corn, beans, citron peels, and lemon and orange peels. The

A}
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business is flat on its back; there is no market. We can not dispose
of our merchandise. If that be true of any article of food, how
much truer is it going to be of any article that one can not do
without,

I am also an importer. The conditions in Furope have changed.
I was over this year—in France and England. Labor is getting over
there more than it did before the war. I had occasion to examine
the labor bills of some very large manufacturers in England in kin-
dred lines, and there is very little difference in the price of labor.
We could get along excellently if the pound sterling was worth $4.86
without increasing our tariff in any way. We could continue to com-
sete with them. So that it seems to me that any mensure of increase
in duty would in no way benefit us as a Nation, for the reason that
what we must do is to find @ market for our surplus production. At
the present time it is impos<ible for the older countries of the world
to purchase from us because they have suffered to a far greater ex-
tent than we have through the holocaust of war. There is no doubt
but that those countries need our merchandise. There is no doubt
but that those countries will take our overproduction. But no means
has yet been proposed; neither has any means been found to permit
them to do so. ‘&'o can surround ourselves with a tariff wall. T be-
lieve in protection—1 believe in the theory of protection, but T only
helieve in the theory that favors a balancing up of any difference
that might exist between the cost of production in one country and
the cost of production in another country.

Of course, there has been profiteering. Speculation entered into
the life of trade. Tt made it impossible for anyvone to understand
values or to know where we were going. Confidence is complotely
disturbed, and therefore there are no market values. The fact that
our imports are increasing is beeause we have heen buying and are
1;0\\' buying merchandise in Europe on the depreciated currency over
there.

Just to give you an illustration of that, T will say that T pur-
chased this suit of clothes T am wearing in London, made to order
of very fine material, as you will see, for the sum of £6. If you
deduct from that the difference in exchange, you will see how utterly
ridiculous it would bhe for us to imagine that any dealer over here
could compete with any such conditions. But if you take that dif-
ference off, the cost of Inbor in England that the trades are demand-
ing and getting is so near that of our own that I shall be perfectly
satisfied to continue on our present basis of tariff and to continue to
make preserves in my factories at Poughkeepsie—-and every dollar
that T have ever made is there, invested in those factories—and
compete with all of the English and German preserves that can come
over here. But we have a condition now by which it will be utterly
impossible for us to meet competition with the depreciated currency
which exists between the United States and Great Britain.

Senator Tiromas. In other words, that depreciation acts as a bal-
«ance on exports,

Mr. Devarenna. Exactly; and it does more, because Great Britain
helps her manufacturers by giving them back the duty on sugar that
they use in the manufacture of jams as soon as it leaves England,
and it is done without the red tape that we had to go through on
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sugar in jams and J'ellies that we exported during the war. If thay
be so with England, how much more is it going to be so with Italy
and France, where 4 franc is worth 6 cents?

Then, again, you must not for one minute imagine that the franc
only buys 6 cents’ worth of merchandise in France, because it does
not. In February last I was in Paris. In the finest restaurant there,
which is the La %ue—-and I have no doubt you Senators have been
there and scen it and have had food there—two gentlemen and myself
dined excellently, and we had a bottle of champagne, and the whole
bill was 100 francs. So that while there is t‘lis terrific difference
between the currencies of one country and another country, it must
not be assumed that the money is altogether worthless at home.

Now, let me recite a little instance that might give you some food
for thought : Our associate in Paris had been for a very long time an
extreme optimist. We in America realized that sooner or later this
period of deflation had to come. We kept writing to him that the
srices they were quoting were entirely too high; that prices had to

reak ; that there was a point beyond which the consumer would not
purchase. He used to lnugh at me, and he did in February. To-day
that man has changed his opinion.  But what do you suppose he has
the nerve to write me? That we have been the cause of it: that if we
had not started this thing in America that I'rance would be just as
prosperous to-day as she wasswhen T was over in February and March,
and that the United States started it, and that the United States does
not realize what it has started, because it is growing with such mo-
mentum that unless the Government of France does something
speedily to create a_different condition over there Heaven only knows
where the people will wind up.

So that aren’t we attacking this subject on the wrong hypothesis?
I am only expressing these opinions because they may give you come
food for thought. I'may be simply repeating what you have heard a
thousand times before, and if T am I want to apologize for the time [
have taken up, but hope that there will be no increase in the tariff
until some international scheme has been worked out by which we can
all go buck to work,

This is an exceedingly serious moment in the lives of manufacturers,
We to-day do not know where we are going. T am an executive. It is
the first time in the 31 years of my business experience as an American
in the United States that I have been in a situation’ where T did not
know what to say to my salesmen ; neither do T know what to inventory
my stock at. There is absolutely no market. and you ean not foree it,

Now, gentlemen of the committee, we deal in olives. The nominal
market price to-day is $4.25 a gallon. 1 would like to put it to the
test to show you. T believe that if we wired our representatives
throughout the United States to-day offering olives for $2 a gallon we
could not sell them, because they are not going into consumption.

Now, gentlemen, there has been profiteering. KEverybody has profi-
teered : and, what is worse, every child who has passed through the
period of the lust few years, sny, who was 14 years of age in 1915 and
to-day is 19 years of tagez has glgt some ideas in its mind that will have
to be expunged by suffering. The whole country has gone mad on the
subject of making wealth. No other consideration has counted ; get it
no matter how you get it. Speculation has been rife. The greatest
crime in history was created with that sugar deal.

.
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Senator McILeaN. Assuming that we want to do all we can to re-
habilitate Kurope and do all ‘we can to help them to get to work on
full time, everything we can afford to do; that means the production of
enormous quantities of all kinds of products, doesn’t it?

Mr. Derarexma, Yes, sir.

Senator McLran. Where are you going to sell them ¢

Mr. Deravenna. They will consume more themselves, We will
ourselves be able to sell stuff at a lower price from the getting back to
a stable basis.

Senator McLran. If Germany raises $35,000,000,000 or $40,000,-
000,000 to pay her penalties to her conquerors, she will not do it on
what she consumes herself.

Mr, Derarenna. What did Germany do before the war?

Senator McLran, Well, let us confine our discussion to what we are
going to do now. She did not do it before the war.

Mr. Derarsxia. Did not she let her own people pay, through the
very eflicient system that they had in vogue, a \\igher price for the
stuff that they themselves consumed in Germany and sell her sur-
plus in foreign markets?

Senator McLeax. Yes,

Mr. Denavexna, Did she prosper under that system?

Senator McLean, But she can not do that now.

Mr. Deravexnua, Of course not.

Senator McLrax, Let us confine our discussions to what she has
got to do now. She must raise an enormous sum of money, and it
is proposed that we do what we can to help Germany rehabilitate
herself. because if she can pay $4,000,000,000 or $5,000000,000 to
her conquerors, they in turn can pay intevest on their debts to us
and possibly some of the principal, which would be a nice thing
for us. But when vou stop to consider the amount or quantities
of goods that must be made that can not be consumed and they must
find an outside market for a large portion, what is going to happen
to us?

Mr. DeraveNna. Well, 1 was told by a gentleman who has just
retirned from Germany that the day after the armistice Germany
inundated England and France with tovs. This gentleman is the
largest importer of toys in the city of New York, and when he got
over there he was too late to get any toys for the market; they were
all sold to France and England.

Senator McLrax, Well, France and England are both not exactly
putting on embargoes but limiting our exports; there is a limit to
our exports of shoes into Great Britain to-day. They are going to
protect their home markets. What are we going to do

+ Mr. Deravenua. Well, T think that Great Britain——

Senator McLeax (continuing). You know as well as I do that
insteacl of the flood tide of exports which wo have been enjoying it is
going to be a tidal wave of imports; you know that, o
" Mr. Derarenna. I do. But let me ask you another question, if I
may : What is going to happen when we do the other thing?

Senator McLrax. Well, it is a serious situation, I will admit that.
Their roof may need shingling, but if our house is on fire we have
got to put that fire out before we can help them. We must in some
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way take care of our domestic market, which is at least nine-tenths
of the total.

Mr, DevareNia, If some way ean be found to stabilize exchange
confidence will be restored and the floodgates that you speak of will’
be opened in so many directions, and there'is such a tremendous need
for merchandise still in the world that some of our fears will be
dissipated before we know it. Confidence is the backbone of busi-
ness.  There is not a dollar less in the United States to-day than
there was when we were flying in aeroplunes in our’ thoughts
about_business; not a dollar less. It is purely this, confidence has
been disturbed. How are we going to change that condition? We
must restore confidence, and when we do all these troubles will dissi-
pate. And, in my judgment, nothing can be anccomplished at the pres-
ent time by this proposed tariff, because even thongh men want pro-
tection, and T am one of them, and I must have protection, and if I
do not I may be driven out of business and my whole life’s earnings
will go—but when we are driven out, what then? T can not see any
hope unless the international question is settled, because it will be
impossible for the United States to get along in itself tvith a wall
around it, simply trading from one post to another.

Senator McLean. We are not attempting to build a wall., neither
are we talking about a wall, but unless we fairly equalize the differ-
ence in labor costs—and T realize it is a very difficult thing-—but
unless we can in some way equalize the cost of labor in production
here ns compared with the cost of production there, our mills are
going to close, and the purchasing power of America is going to
zero. How even can we be expected to buy these enormous importa-
tions?

Mr. Derarenna. I do not take that view of it. T do not think
the American purchasing power has gone to zero,

Senator N[C]ld-)AN. But it is fast going, and wouldn't it go under
the conditions T have mentioned?

Senator Sinmyong, Let me ask you a question: Tsn't England and
all Europe, and especially that part that was engaged in war, buying
now from us all the goods they can get the money to pay for?

Mr. DeLAPENHA, fwonlc]n’t say all the goods they ean got the
money to pay for.

Senator Stmmoxs, Well, then, all that they ean buy. )

Mr. Derarenna, They are buying what they-must have, and
nothing more,.

Senator Stmmons, If the flood gates of importations from Europe
are opened and goods flow in here in immense quantities, as Senator
McLean predicts, wouldn’t that so far incrense their purchasing
power that they would leave that money here with us in the pup-
chase of our goods?

Mr. DeLareNna, That is my judgment.

Senator Simyons, So that this loss of export trade that Senator
McLean speaks of would be recouped.

Mr. Denarvenna. Immediately; that is my judgment, but T may
be wrong.

Senator McCumper, Then, how are you going to get this coun-
try wealthier or on a better footing by buying goods from another
country that it is producing itself so that they may buy goods back?
I can not see the philosophy of that proposition.
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Mr. Derarenna, But the various nations of the world, and their
commerce, are so interwoven to-day that it is almost impossible to pry
them apart without breaking down the relations.

Senator Tuoxas. Right along that line, did not the Versailles
conference break down that economic system by paying more atten-
tion to political conditions, boundaries, indemnities, and so forth,
than to the cconomic structure of Furope?

Mr. Derarenna. You may be right, sir. Of course, you gentle-
men are very much move able to deal with this situation than T am.

Senator Tuomas. I do not think so.

Mr. DeLapeNna. I am a manufacturer who desires to place before
you what the dictates of his common sense tells him.

Senator Tromas, You are a man of experience, and we depend
very largely, at least I do, upon those who are in the various lines
wursued, not only for facts, but for views of the course that legis-
ation should take. T have been impressed for at least a quarter
of a century with the tremendous result upon trade and commerce
of fluctuating exchange, and of course that began years ago with
the demonetization of silver. The fluctuation is now well nigh uni-
versal, and particularly so far as European countries are concerned.
As measured by the American dollav there is no stable currency
anywhere in the world that T know of.

Ir. DeLareNuA, There is not.

Senator Tnosmas. As a consequence we have the handicap which
rests upon the nation having the highest exchange in all matters of
commerce. Now, I fully agree with you that there must be some
solution of that tremendous question, no matter what we do by way
of legislation, before normal conditions will even approach a solu-
tion.

Mr. Devarenna. It is a great compliment for you to tell me that
you agree with me; a great compliment indeed. Tt is fundamental.

hat is the one thing that is going to stabilize world conditions.
There is nothing in the world that affects a man so much as uncer-
tainty. Let you and I have an ailment.. Let us go to our doctor and
he will say, “ Well, old man, I don’t think you are in very good
shape.” Tt ug say that he recommends as the best man for vou or
I to see is Dr. Erdman, in New York, and we go over to New York
and see Dr. Erdman, or some other specialist, and he looks you or I
over very carefully and tells us, “ Well, I think I can fix you up.”
We ask, “ Fix up what?” And he answers, “ Well, you have a kid-
ney that has dropped, and T am going to open vou in the hack and
stitch it; but you will be sll right, old man.” What do you do?

Senator Tuomas, T would first make my will.

Mr, Derarexia, Do you go home and mo?e around for six months?
No. You tell him to go ahead, if you are the right kind of man and
believe he is telling you what should be done, if you think he knows
what he is talking about. But this situation has been permitted to
go along so long that Europe herself. not knowing what we are
going to do in America, has ;;otten into such_condition as to be
almost approaching chaos, and they are standing upon the very
brink of the precipice, and if they should fall over it it would mean
more to civilization than any other difficulty that has been before
mankind up to date. There is no man who can say what the next
gix months has in store for us.
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Senator THoMas, That is right.

Senator McLeAN, I realize the whole force of what you say, or I
think I do. But it is not a case of curing the kidney; it is a case of a
need for a large quantity of fresh blood. We are willing to give all
we can to the patient that is dying in Europe, but we do not want to
give ull that we have ’got.

Mr. DeLarenna. Well, let us explain that. Our extreme situation
to-day, outside of the international question, was brought about, in
my judgment, by the injudicious action of manufacturers and mer-
chants in continuinfz this vast inflation after the armistice was signed.
I am in business. 1 am a large operator. I have to go to my banks,
In January 1920—and we visit our banks at least once a year—we
were in excellent shape and owed no money, and had large balances.
We went to sur bankers and they told us: Now, slow up. We have
heard from the Federal reserve system that we must be most careful
to prevent speculation of any kind. You manufacture only those
goods which you think you can sell, and go slowly. Merchandise has
reached such prices that they have long since passed the danger line.
We said: All right, sir; does that mean that we get no credit at all?
He said: Yes; you are going to get your credit; we are going to take
cure of you; you have been a good customer for 25 years, but we have
the right to inform you of what conditions are.

I went to Europe in January and visited all over. Isaw the most ex-
traordinary conditions in France. There was prosperity everywhere.
No sign of misery ; nobody in black; no wounded soldiers; no broken-
_ down men and women, On the contrary the theaters were crowded ;
the streets were crowded with well-dressed people; hotels crowded;
restanrants crowded: everybody spending money as if it were water.

I went over to London. I found the same conditions there. I talked
with some of the big hanking interests, the biggest in England and in
France. They said, “ What are you about in America? Why, there is
nothing the matter. We are going to get over this thing all right,
There is going to be good business in 1920, We are giving all the
credits necessary to perform the functions of business. What is the
matter with you folks over in the United States?” They added,
“When we got word from our partners in New York we could not
imagine what had gone wrong over there,”

T came back home. Naturally, one of the first visits I made was to
my bankers. I said to them, ¢ Look here. old man, I find everything
is going at a 100 per cent gait in Europe—-"

Set;gtor McLeaN (interposing). Yes; but you know the fool’s

aradise.

P Mr. Deravexna, That is quite true. What did the banker ¢ell me?

Senntor McLraN. Why should we follow them?

Mr, Deravexua, What did the banker say?  “T guess we were
mistaken about 1920, Te will be all right, go ahead: but as to 1921
be very eaveful.” That is what -happened.  The flood gates wero
opened up again: business jumped forward, and_we had the biggest
buginess i our history, in January, February, March. April. May,
June, and July. Then all of a sudden, out of a clear sky. the 1st of

August you would have thought that yon were in another country
and not in our own beloved land.  And from then on until now the
situation has been a heli upon earth for the business man, and it is

to-day.
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Senator McLeaN. You know very well that you have to start in
the other direction at some time.” Ninety-eight per cent of the
American people made something to sell, and they exacted the last
dollar that the trade would bear. You know that, everybody who
could. .

Mr. DerareNna. Absolutely, and they are doing it to-day.

Senator McLeax. And they woke up to n realization that they
were robbing Peter to pay Pnul and then robbing Paul to pay Peter,
and that it was a process that had its limit. Moreover, the people
got tired of paying extortionate prices, and we had in a measure a
consumers’ strike, aided by the press and possibly by the bankers,
I do not know whether they went too far or not, but we had to start
downward. and no banking system can be devised that will pre-
vent losses to the producers in the country on a rapidly falling
market.

Mr. DerareNna. I agree with you,

Senator McLeaxs, \\'hcn you go to the extreme that we went, un-
equalled in history, of course whenever you start the other way
you will go to an extreme in that direction: and how you can pre-
vent it I do not know,

Mr. Drraresua, Is it your judgment that the tariff is going to
prevent it. that this emergency measure is going to prevent it?

Senator McLeax. Noj but T do believe it will help o restore con-
fidence in this country.

Mr. DerareNna. There is where T follow you. It is going to re-
store some confidence, but it will he temporary in effect, and we
will regret doing it after it is dsne.  Now, gentlemen of the com-
mittee, T may be wrong but that is my impression, that we will
regret it after we have done it.  How are we going to get down to
the bottom?  Tow nre we going to arrive at the hottom, and where
is the bottom?

Senator McLeax. We may regret it. but my opinion is that we
will not regret it as deeply ns we will if we Yeave open the flood-
gates and let this stuff come in, come pouring in until we ure in a
situntion of employing nobody.

Mr. Denavexna, Well, aren’t we nearing that situation now?

Senator McLeax, The imports are very rapidly increasing, and
our exports are rapidly declining. And if that process keeps up it
will not be long before we will reach that condition,

Mr. DevareNna, If T were Prof. Taussig, whom 1 have the pleas-
ure of knowing——

Senator McLeax, (interposing). T am very familine with Prof.
Taussig’s writings.

Mr. Deravessa. T have a son up there, If I were him or some
of the other persons up there I might be able to answer, but I am
only a poor merchant,

Senntor McLEeaN. He answers it himself there, that under the con-.
ditions for us to remove the protective policy we have followed for
years will result in disaster. _

Mr. Dernarexua. Well, the Harvard Research for Economies, in o
public statement said that the tide will turn about April 1.

Senatom McCumser. Will turn?

Mr. DenareNna. Yes, sir; will turn about April 1. Let us hope
they have made a mistake and that it will be about March 1.
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Senstor McCumner. 1 fear it may be rather late and that we may
go down a short time before it arrives. '

Senator Tuoyas. Qur exports exceeded our imports about $2,500,-
000,000 last year.

Senator McLrax, That is n pretty small item in an $80,000,000,000
transaction, '

Senator Tromas. But it re'iwesents the difference between exports
and imports in the last year. That is being carried by British capital,
and British capital has extended its aid as far as possible. Conse-
quently our exports must full and this balance must be paid, if paid
at all, by imports, beenuse this notion that is ;fenerully prevalent that
sules to foreign countries or purchases made by foreign countries
cun all be paid in money is not true. When you interfere with the
exchange of notes it necessarily affects our trade. Kurope can not
lmy this great balance now. It will pay slowly and is trying to pay
)y imports and can not pay in any other way.

Mr. Deravesna., l)idl not Sir John Paish, if T remember the nae
correctly, come over from England and tell us we could not pay our
debts in August, 10147

Senator Tuomas, e ecame over.

My, Derarexua, Didn't he tell us that the United States owed so
much money in FEurope that we could not pay? And, gentlemen,
in September and October, 1914, T paid $6 }or 0 ‘)mmd sterling to
pay the Delapenha indebtedness in England.  But the tide swung the
other way.

Senator Tromas. There is the crux of the difficulty.

Senator McComper. You have mentioned several times what is
veally at the bottom of our trouble, which is the exchange question.

My, DerareNna, And loss of confidence. ‘

Senntor McCumier. And the exchange.

Mr. DevnareNna. Yes, sir.

Senator McCumnenr. And the exchange has less to do with the loss
of confidence when we are importing goods as chen Ylv as we are im-
porting them now compared with the American dollar.  Germany
conducted her war on a little different system than the others—she
taxed her own people less and issued more paper money.

Senator Tromas. So did France.

Senator McCumner. Perhaps, also did France, but T am dealing

with Germany. on the one hand, as compared with England and
the United States on the other. Therefore, not being victorious, and
not being able to convert those marks into dollars or pounds sterling
from a defeated world, she has it on hand. She has such an enormous
uantity of them on hand that I can see no possibility of ever getting
the exchange as represented by the dollar on the basis of her paper
money. IHow are you going to meet that situntion? You say stabil-
ize the exchange; how are we going to stabilize the exchange with
Germany? .
© Mr, DenaveNta, That is a banking question.  Credits ean be ar-
ranged by which Germany can sell us goods and she must pay us
in return from credit halances of trade.  Tn other words, no money
must be sent out of the country, TIf we give her a credit of $100.-
000,000 and she puts that into manufactured articles that she sells
us for $150,000,000 on which she has made $20,000,000, she must
spend that $20,000,000 in the United States for merchandise.

.




EMERGENCY TARIFF, 109

Senator McCoMmuer. But the money has to come from somewhere
in the beginning. That is merely an exchange of products, Where
are the dollars to come from to pay the difference? The man who
furnishes the raw material, and the man who manufactures, must
have the real dollar and not merely book exchange, not merely a
bi% exchange statement with Germany.

Mr. Devavexns, Not always, Al he needs is eredit.  We, our-
selves, huve done some high financing on credit.

Senator McCumpenr, Yes: and we got into trouble about it.

Mr. Deravesna, Yes: and we are in trouble now. Tt is a ques-
tion of credit to a large extent. It is some form of eredit to be given
to those countries hy which they ean be made to pay: that is, develop
business between the United States and themselves,  Not necessarly
to muke a profit and puy Franee or Ttaly something that Germany
owes them, or pay South Ameriegn countries something that Ger-
many owes them. We will at all times have to proceed from knowl-
edge that our money is all right or our credit is all right.

Senator McCuvamnen, T think we camecome to a closer understanding
if vou will give un an illustration in actual exchange of goods: what
you woulld exchange for. Remember, that this taviff is levied as
against the things that come in direet competition with our own,
Is there any use of our saying to Canada that we will send you over
100,000,000 bushels of wheat and you send 100000000 bushels of
whent back to us, and exchange in that way?  We have to have the
protection and then let there be an exchange of the things which the
other country does not produce: and this is designed to effect that.

My, DeErapeNma. That is true.

Senator McCurumner, If Germany has anything that we want that
- we do not produce in the United States, and if we ean bhring that
in without destroying our own industry: why, we will say, for
Heaven's suke do it and do it quickly. But it ought to be an ex-
change of things that will be beneficial to both countries and without
injury to our country.

My, Derarexua. T think T can mention one item.

Senator McCuvyeer, Very well.

Mr, Derarexua. Toys. Germany leads in the manufacture of
toys. I am not interested in that business, but use it as an illustea-
tion. This country does not make toys to any extent, and we could
give her enormous order for toys and she could take the money
made on toys and buy something in Ameriea that she needs.

Senator i[c(.‘t'.\!m-m. I do not know to what extent we manufac-
ture toys.

Senator THomas, To a very large extent, and probably there will
be a duty on them, too. -

Senator McLran. Do you know that American capital is building
mills in France and in Germany to-day for the purpose of taking
advantage of the low cost of labor there and selling the goods so
manufactured there?

Mr. DerarENHA. American capital ?

Senator McLeax. Yes.

Mr. Derarexna. Bravo for America.

Senator McCumner. You said another thinfr that I do not think
h

is in harmony, if T understood you aright. with the statement of the



110 EMERGENCY TARIFF,

revious witness, and that was that there were higher prices paid
or labor in France and in Germany to-day——

Mr. DELAPENHA iinter sing). I know nothing about Germany.
I visited France and England. 1 had occasion to go over the hooks
of two Ilarge concerns from whom we used to import, and since we
are now manufacturing goods in America it was very interestin
to me to examine what the real difference was between the cost of
labor for making preserves, jams, and jellies in England and here;
what the women received and what the men received. I knew
what we were paying our men and womeén in our factories, and it
was very interesting to me. '

Senator McCuyner, I know they receive a number of franes and
marks greater thygn they did before the war, but measured in Ameri-
can dollars, are thiey receiving as much as they did before the war—
that is, on the gokd basis?

Mr. Deravenyal I think they are.

.. Senator McCumnen. The testimony we have had is to the con-

trary. .

M‘n,'. Devavexna. I think the testimony you have had specifically
mentions the German marks and specifically mentioned, if my mem-
ory is correct—and if it is not I would %ike to have you set me
right—crowns from Vienna or from Austrin. I do not think that
the gentleman who spoke referred to either England or France,

Senator McCumper, It may be possible,

Senator SimymoNs, Just one quesion here I want to ask you: During
the war there was an excess export in our favor of something over
. $4,000,000000 a year. That was all right at that time. The war
ended and the world is in the state that you have described. Still
our export balance against the world is still about $3,000,000,000.
Is it not true that the countries that we have been selling to have
reached the point now where they are no longer able to pay us for
those goods in money, where they can only pay us with goods or by
borrowing from us the money with which to pay that debt to us?
Is not that about the situation now ¢ '

Mr, Devavenma. 1 should say that to a very large extent I would
agree with you, but pot altogether. I think Great Britain is abun-
dantly able still to buy lots of goods from us. . )

Senator SinmoNs, And pay for them?

- Mr. Deravexna. And pay for them.

Senator Srtamons. Great DBritnin 1aay be an exception; I agree
with you about that. But taking the world at large. they are unable
to continue to buy from us this hn'go excess over their imports every
year, unless they can borrow money from us to pay for the goods
or unless we will buy from them enough to pay for the goods. Now,
under that situation, is it not inevitable that our export trade is
bound to fall off until the imports that come to this country will
about equal our exports? Is not this process of the loss of our ex-
rort trade under the present conditions, unless they art changed,

ound to go on and on, cutting down our exports year after year
until finally the exports and the imports will about equalize them-
selves in this country?

Mr. DerapeNna. Yes; I think it will. That would be a natural
conclusion to arrive at.
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Senator SimMmons. If they had things to sell to us that we wanted
to buy and could safely buy, they could increase their exports to the
extent of our purchases and that is about as much as they can in-
crease them?

Mr. DeLareNna. There is no question as to that. Take Italy, for
example. There are no better workmen than the Italians, there are
no workmen who are more intelligent than the Italians. They have
factories there that arve lyving idle with nothing to do; they have no
means of buying raw material to reconstruct their business. Italy
fought for the same ideals that we fought for, and here she is, a
country of 30,000,000 or 40,000,000 people without the means of
doing business. She needs hundreds of millions of dollars of stuff
that we manufacture and that we can sell her.  'We need large quanti-
ties of Italian products, and we can not sell to her becnuse of her pres-
ent poverty.

Senator StmyoNs. And we can not, under present condition, sell
her any more goods than she can pay for with what we buy from her?

Mr. DELAPENHA, Exactly.

Senator Simmons, Then if we stop our purchases of Italian goods
that eliminates Italy as the purchaser of our goods.

Mr. Derapenua, Tt does worse than that, in my judgment. It
leaves the people idle, and idle men get envious thoughts. That is
what I dread in the world more than anything else; that is what I
dread in our own country more than anything else.

Senator McLeaN. You said you are a protectionist.

Mr, DeraPENHIA. T am, sir.

Senator McLean. To what extent

Mr. Derarexna. To the extent to the last Dingley tariff law.

Senator Stymons, The Payne-Aldrich law, you mean?

Senator McLean, What is that supposéd to cover?

Senator LaForiLerre. That is enough, is it not?

Mr. Derarexna. When you ask a man to express his views in
regard to the tariff, you must bear in mind that human nature is no
different in me than'in anyone else. T have expressed views to-day
that are dinmetrically opposed to my interests, T should be coming
here to-day asking you to put an extremely heavy duty on glace frait
and an extremely heavy duty on preserves,

Senator McLeaN, What duty would you put on?

Mr. Devaresna. On glace fruit?

Senator McLean, No. But what would it cover—what is your
idea of the principle? )

Mr. Devarenna. The principle should be tae equalization of one
commodity made in one country by the cqualization of the labor and
the other costs in the other countries. But we are going heyond;
we are going beyond the Iabor costs and adding on the depreciation
in exchange.

Senator McLeax. How do you know we are going heyond that?
We have not even started to go anywhere yet. .

Mr. DerareNna. When I 'make that statement I am speaking in
general terms; I am not speaking specifically. ) o

Senator Tromas. We do not know where we are going on this bill,
because we have had no hearings except what we have held here.
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Senator Simymons, I have understood that unless you include
enough to cover exchange that the duty would do them no good.

Senator Tnosas., That is what one Congressman said—it is an
embargo.

Senator SiMyons, You have not only to provide for a duty that
will cover the difference between the labor costs here and abroad,
but you have got to add to that enough to cover the difference in
éxchange. T have taken that to be the iden ?

Mr. Derarenms. Did you ever look at the other side of the ques-
tion for a moment—and that is the importer’s side of the questiont
Let us assume that we purchase a half million kilos of olive oil from
Spain to-day and the basis of our purchase was a peseta worth 13
cents. We zo out to sell that olive il to various wholesale groceries
in the United States on the basis of 13 cents to the pesota. At the
end of 90 days, when our draft becomes due with our foreign pro-
dlfu'ors on our letters of credit, the pesetn is worth 18 cents instend
of 13.

Can vou not see what a tremendous loss wonld be involved? Is
there not some means by which they ean stabilize exchange so that
the world will know how it ean trade, irvespective of what the
value is going to be? For instance, if merchants know pesetas were
going to remain at 13 and if merchants knew that francs were going
to remain at 6—some stable point at which it ean be kept so that men
can trade with one another again and interchange commodities, so
as to bring about that prosperons movement of goods which would
result in the general good oil all,

Senator MeLean. Of course, when you make your purchase, you
ean have an understanding of what the rates will be? :

Mr. Devarexna, With whom?

Senator McLeax. The man you buy from.

Mr. Derarexna. No. You assume the risk the moment you make
vour purchase, .

Senator McLeax. You do, if you have any agreement to the con-
trary.

Mr. Denaresia. You ¢an not make an agreement with a foreign
seller. He says 13 cents to the peseta ; that ends it,

Senator McLean, If he is unwilling to. you can not.

My, DeLarexma. We have only touched the high spots here to-day,
and let me assure you, gentlemen, that T shall always regard this as a
privilege. '

Senator Troymas, T want to make a statement before you leave.
It is not a question; possibly it may be a prediction. There will be
no stabilization of exchange in Europe until the indemnity that
Germany has to pay has been définitely fixed.

Senator SimMons. I think that is true.

Mr. DerareNna. Senator, do yon not think we are nearing the
day now?

genatm' McCuMmper. It will have to be fixed or all of it will be
gone. ’

Senator TroMas. Yes; I do. )

Mr. DerapeNna. And if that should happen, what will happen
to us.
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Senator Tnomas. And the fundamental offense to me of the treaty
is the fact that the indemnity against Germany was indefinite.

S?enator McLean. You think Germany can not fill the bottomless

it
P Senator Tromas. I do not think any Nation should be called
upon, no matter what her offenses, to contribute to her conquerors
without knowing how much she must contribute, hecause otherwise
the enterprise of the inhabitants, their desire even, is so paralyzed
by the tremendous unknown burden to be fixed from time to time,
that rests like a pall upon the people, makes it impossible,

Mr, DeraveNtA, Did you read Keen’s book on that ?

Senator McLraN, T have read every book I know of upon the
subject.

Mr. Drrapesna. Did you read that book?

Senator Tromas, Yes,

My, DeraveNia. As I say. to try to argue a question of this kind
in the limited time is futile,

Senator Trnosas, That one fact has done more to disturb the finan-
cinl conditions of Enrope and this country than all others combined.

Mr. Devarexns, There can be no doubt about it.

Senator Tuomas, That is fundnmental. The League of Nations is
nothing.

Mp. DevareNua. And, therefore, fundamentally we agree.

Senator MceCespen. Do not stop right there on that agreement,
beeause it is not whollv true, as T think,

Senator Trowas, What?

NSenator McCenmrer, T do not think that would settle the question,

Senator Trnoyas, T do not suy that would settle the question.
-say there would be no solution until that matter is out of the way.

Senmator McCesner, We will have that matter settled in a short
time. France has no reparation: Canada has no reparation: Great
Brita'n has no reparation to may.  And yet none of their currency
is up to par. So it is not dependent entively on that,

Senmator Tuosmas, Therve are twice 70000000 in central Europe
that have veparations to pay. and they pay it to the Allies, excepting
ourselves: and, of conrse, as long as they do not know how much that
is to be there is no incentive for them to do anything,

Mr. Deravexna. Gentlemen, there is just one thought 1T want to
leave with you, and it is this: Had we borne their burdens, would
oyr country have heen up to par? .

Senator McCuymner Tf we had issued as much paper money. it
certainly would not be, :

Senator McLrax, We did come in at the right time?

Mr. Deraresna, You certainly did.

Senator McLeax, We do not minimize our obligation to them and
we do not want them to minimize their obligation to us.

Mr. Denaresna. I predict further for the United States that they
m'ol going into come concert of nations to make the world a fit place
to live,

Senator Troaas. And it will not be the League of Nations.

Mr. Depavesma. T did not say anything abont the League of
Nations. I do not want to start a political argument.

80422—21—8
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STATEMENT OF MR. NATHAN MUSHER, 302 FIFTH AVENUE,
NEW YORK CITY.

Senator McCusner. You wish to discuss oils?

Mr. Musuer. I wish tp discuss oils. I wquld like, however, to an-
swer one question propounded by Senator McLean, chairman of the
Banking and Currency Committee of the Senate, that Mr. Delapenha
has not answered. There is no such thing as making an agreement
in regard to the rate of exchange.

Senator McLean. I understand that thoroughly.

Mr. Muvsuer. 1 want to bring another point home clearly and not

o back to the exchange question, becanse it is altogether too big.
t would take days and days to argue it pro and con.

I can buy olive oil from a Spanish merchant and he guarantees the
pesetas at 12 cents, 1 ||)uy him at 12 cents, bringing over $1,000,000
worth of goods, as we have Leen in the habit of doing at one time
or another—bring the goods here: and inside of two months the
Spanish peseta will go to 8 cents, and the very goods that I have in
my tanks will depreciate exactly to the extent of the depreciation
of that exchange, because somebody else, maybe My, Delapenha, m
competitor over there, will bring over another lot of oil, and so will
gell that oil agninst Musher's oil, hecause he paid for the peseta only

cents,

So that the stabilization of exchange is the most important thing.
There is nothing more important; and until you get to that you can
not argue tarifls, because yon do not know costs; you do not know
- the differentinls between goods manufactured in Europe and goods
manufactured here.  You can not enter into anything until the world
is back on the same basis where the exchange of commodities and the
carrying of balances of trade is arranged. T am an exchange shark,
if you want to put it as such. 1 was in the very same position that
Mr. Delapenha awhile ago mentioned to you—contracting and bring-
ing over olive oil in 1916 and 1917 when our dollar was worth a
good dollar over heve.

I brought over a million and a half dollars worth of goods into
the United States, sold the goods under contract to jobbers at a price
fixed upon the existing rate of exchange. When we had to commence
to pay for our goods in 1917, the dollar commenced to depreciate;
the good dollar depreciated until a peseta to-day selling at 12 cents
was at that time worth 30 cents: the dollar was selling at 60 cents in
Eum{)e. I was calling upon Senator Simmons and Senator Owen,
who had the places that are now-occupied by you gentlemen. I was
at the Treasury Department day and night.” Many days I go to the
Treasury Department at 7 o'clock in the morning, waiting to see if
my man I wanted to see would go through the door, because you
could not go through the doors oﬂg and on.  You had to have passes.
After seven months I persuaded somebody, as an American citizen,
and avoided closing the doors and throwing ourselves on the mercy
and charity really—because we would have had to close up and go
into bankru\)tc —to give us permission to export $1,250,000 in goﬁl.
We exported $1,250,000 in gold and paid in Spain our obligations to
our Spanish bankers without suffering a loss of $700,000. That is
exactly what we had to do. I am not going any further unless you
wish me to answer (uestions.
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Oils are something ulto{zether different from toys. You remember
of reading about the shortage of oils in France, Mankind would go
under if they did not get enough fats in their system to keep going.
It is just like a little gasoline in the automobile engine. But it goes
beyond that. Not only must you have oils but you must get the
right kind of oils. And you must get oils that contain a certain
amount of fat soluble enzyme. When we speak of cottonseed oils
and similar oils produced in the United States, we speak only of
recovered oils; we speak of oils not really fit for human (-onsumption‘
as Dr. Turner, the engineer, told you about coconut oil, It has to
have a deodorizing process and refine and extract all the impurities;
in other words, it is & recovered oil, and that recovered oil goes into
oleomargarine and into butter compound and lard compounds that
we zet.

The British Government issued a little textbook promulgated by
the DBritish Associntion of Physicians and research men on the
vitamine question of butters and fat compounds, and that is the thing
we should go by,

I you put a duty on peanut oil, cold-pressed peanut oil—and there
is 0 vast difference hetween cold-pressed peanut oil and recovered
peanut oil. In 1918, when there was not a drop of olive oil coming
from any European country, I hought $1,000,000 worth of peanuts
in Georgia, Alabama, and Florida and crushed them at Charles-
ton, S. C. We were the first people to have the courage to cold
press peanut oil, and I happened to find a banker in New York
who had the courage to finance me, the vice president of the Guaranty
Tru-t Co. T walked into his office one day and T said, % Do you know
an)thing about peanuts?”  Ile veplied, “1 know something about
»,wmmts: I used to live in New Orleans, La.” “1 want to test your
cnowledge of peanuts, T ask vou to lend me $1.000,000 to start some-
thing new, to cold press peanut il.” He looked at me and said,
* Musher, I think you are all right on olive oil, and if vou say this
is all right T will go with you.” = And he gave me a credit of $1.000,-
000, My, Allen de Ford, of our development department, used that
to buy about 240 earlonds of peanuts in the South, We bought them
axgid crushed them in Charleston, 8. (., and we cold pressed the peanut
oil,

We had an awful time to find a market to take the place of olive
oil, beeause the public would pay for olive oil but not for cold-pressed
peanut oil.

And we tried to establish a new industry in America. We took the
peanut flonr, which was said to be only fit to feed cattle or to work
up into fertilizer, and put it through laboratory tests. We spent no
less than $25,000 or $30,000 on experiments, and we found that we
could take peanut flour and make the insoluble protein hecome
soluble by n growth -of bacterin—that is, an enzymic process. The
enzymics take up the insoluble proteins and then squeeze them out
and you get a soluble juice exactly the same as Valentine’s beef juice
or Armour's beef juice and other kinds, and which we have tested
in the hospitals of the city of ’hilndelphia and found did not produce
the value and did not respond to the snme extent by 33 per cent as that
of the flour, vegetable beef extract responded.
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But I stopsed producing peanut oil because olive oil commenced
coming in and berause I did not have enough resources and means to
put peanut oil on the map.

I only want to bring out to you gentlemen that the peanut oil that
comes from Delft, Holland, B'?a’nrsellle. France, and from Hull, Eng-
land—though not very much from the latter, as reported by Mr,
de Ford, our research man, who has just come back from a trip of
five or six months investigating peanut oil and sesame oil—in the
South we eall it benne oil; the Senator from North Carolina is
familiar with the name of the oil from sesame seed. produced in
North Carolina, a great oil, even finer in the matter of keepin
than peanut oil—it will keep fresh 10 years. And by the way, coldg-
‘)rossed peanut oil will keep fresh and improve somehow with age.

Ve have on hand to-day 40,000 or 50,000 gallons of peanut oil
packed in cans, as we could not move that during the war, and
that is improving, as there is some unknown quantity there that
reduces the free fatty acids. So to that extent it is better than
ofive oil. T also want to make the statement that the British au-
thorities find more vitamines in cold-pressed peanut oil than in
olive oil.

There were 250000000 gallons of all kinds of recovered oils pro-
duced in the United States in a year, and not one gallon, commer-
cially speaking, of cold-pressed peanut oil, except what might prob-
ably be produced by some research man.

You have been told about the coconut oil. They bring over the
dry copra, the coconut after being sliced and dried in the sun—it
turns rancid in the sun—-we bring it here and extract the otl, and
then it goes through the process of refining, deodorizing it, and
bleaching and treating it in order to put it back into condition where
i: wm{)ld he if the coconut was squeezed and pressed right there on
the job.

The Croft Allen candy people, the company headed by the State
senator of Pennsylvania, tel;f me that all the coconut oil that they use
in the manufacture of candy they buy fresh coconuts ana crush their
own oil. Tt need not he deodorized. beeause the fresh oil which
comes out of the coconut that is bheautiful in color and fine in taste
and is full'of vitamines, just like fresh butter to some different extent.
Butter contains butterie acid,  Every oil is different. Take olive oil.
The oleon, which is the biggest constituent of olive oil, is nearer to
breast milk than is any other oil.  Prof. Ladd, of the University of
Massachusetts. in Boston, in the children’s hospital there, has in-
stalled omogenizer machines in the hospitals in Boston, so that the
milk for the infants is omogenized with about 10 to 15 per cent of
olive oil. The olive-oil fat is added to the milk in order to make the
milk more palatable and more nutritions for the babies.

You will find olive 0il spoken of. but somehow or other the Ameri-
can public have never hmll the benefit of a food research hy a Gov-
ernment burenu.  Wo have the pure food law und we have the Bu-
reau of Chemistry, but the scope of their activitics has been only to
the extent of finding violations, which has done a wonderful work:
but we have not gone a step further in order to hring out and tell
the public about cold-pressed lpemmt oil, and we can produce enor-
mous quantities of cold-pressed peanut oil,
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The president of the Sea Island Cotton Oil Co. was in to sve me
u week ago to-day. Ile is the man who crushed our peanut oil for
us during the war. I'said to him, * How are you getting almng}”
He replied, “ I have lost $108,000 on peanut oil and, due to there being
no market, everything I have been in.  That is pretty good. T have a
letter from my bank stating that for the next 12 months I do not have
to spend a cent on my indebtedness: that they will provide me with
all the money necessary to continue operations until I get back on my
feet.” Itis very fortunate for the business man that they have south-
ern bankers to deal with. That condition does not exist in New York
City, and that condition does not exist in other large cities. The
American banker is a red-flag banker. He wants to have the kind of
collateral that the next morning he can step out of his door and hang
out his red flag and sell it. He does not want to go even five blocks to.
hang out the red flag; and that is the reason we are so far behind
Kurope in a good many things.

The farmers throughout the South are paying 10 to 15 or 20 per
cent for money. And when you arve talking about dropping values
you are talking about an impossibility for a merchant to get money
at a reasonable cost in order that he can keep going.

I had my bankers together vesterday for three hours. 1 have a
large stock on hand. T have the largest stock of olive oil in Ameviea,
I have 350,000 gallons in Baltimore, Tf T wanted to give it away at
$2 less than cost, I could not move it, becnuse the wholesale grocers,
which are practically the only channel outside of the drug trade, ean
not handle it on account of the sugar situation, and they will not
buy anything.

The loss in values is not beeause commaodities have dropped. but
‘because the bankers are not extending credit, and beeause they say
the Federal-reserve credit system is not providing funds: and T ean
give you. Senator McLean, evidence at the proper time that the Fed-
cral reserve system is not functioning properly and is not working
the same as the European banking system is.  We can borrow more
money to-day in Spain at a lower rate of interest—and Spain is to-
day in very bad condition—than we can in New York, amcf on not as
good security as required by New York City bankers.

The putting on of an emergency tariff is not going to get us any-
where.  We have done a great deal in a quick way, because we had to
do it quickly. Our excess-profits tax was made a law in a hurry,
and we now regret having this tax.

Senator Simymons, The fact that we have not a high prohibitive
tariff has not brought about these conditions?

Mr. Manger, No, sir: absolutely not, gentlemen. But we want to
open for the American public the best goods for the least money and
make our people here live up to the market and produce as cheaply
as we can in Europe, and we can do it if you give us the proper
banking conditions. If you tell us when we buy a thousand gallons of
peanut oil to-day or a thousand tons of peanuts to-morrow, and that
we must provide overnight for the loan we got from our bank, as we
may have to pay for it, although we made tentative arrangements to
carry it until we can crush the peanuts and sell the oil, it will hamper
us. Commodities must be carried from the time and place of produc-
tion to the time and place of consumption, and the banking function
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is to carry it at the lowest rate of interest. When Moses prohibited
the interest of all kinds, and when helnid down in the laws for the
Hebrews that no interest of any kind can be charged, and called it
usury, and the usuer could not get into the house of (iod under the
Jewish rites, here is what was Inid down: The Senator and myself
could go into a partnership—it would be a great honor if we did—
and invest $1.000, and sny. “ Here is my thousand, but out of your
profits you can get my proportion ”; but he can not say, “ You guar-
antee $10 or $5 or $1,” becnuse if I did not make that dollar T could
not give vou that dollar: and you ean be 2 common stockholder
under the laws of Moses, but you can not be a bondholder,

Senator McCvrverr, The Jews have departed from the laws of
Moses, 1 imagine.

Mr. Musner, The Joews have departed from those laws.  But allow
me to tell you that the Christinns have followed their example in a
very large way, | Langhter.]

Senator McLeax, T would add that T would rather be in the oil
business than in the banking business,

Mr. Musien, Not to-day. Let me tell you the difference between
the hanker and the merchant. The banker deals in a commadity
which does not fluctuate.  The dollar is worth a hundred cents to-day
as much as it ever was, He can not run into the trouble of deprecia-
tion in values, only to the extent of his securities,

To-day the big thing is to really get down to & permanent cure for
what we have on our hands,  If we do not sell goods to Europe, we
ean not buy goods back from Furope; if Europe is not permitted to
sell us goods, they ean not buy goods back from us; and it is not
really n question at the moment 1n this emergency tarviff to find out
just what goods we ought to protect. I am a protectionist myself,
Inasmnch as 1 foel that the goods that ought to come to this country
agninst competition here, we should {lzivo our own peeple the fullest
protection. But there is a limit, and it is a scientific study to find
out: and you ean not do that with any emergency mensure. We went
into an emergency measure and sold good Government bonds at n
hundred cents on a dollar.  We sold $2:4,000,000,000 bonds to 22.000.000
people, and the 22000000 people are disappointed because the Gov-
ernment bond of the United States, the best security on earth, was
not worth a good hundred cents on the dollar in current money. We
went into the excess-profits tax, which is another bad thing. 1 did
not pay any excess-profits tax; I did not have any to pay. )

If you put on an emergency tariff, we are going into the same posi-
tion.” Gentlemen, we ought not to put on anything in the way of an
emergency tarifl until we gettle down and find what the world
is going to do.

“ou take the picture in the Literary Diﬁost the other day, which
was very impressive. I took it along with me and gave it to one
of the gentlemen on the Ways and Means Committee of the Houge
this morning. You are going outside, and you would want a pencil,
and you would know that the old lady selling pencils has not enough
money to get something to eat. You would buy a dozen pencils.
Europe is not exactly in that position, but almost there. The majority
of people in Europe must have goods to work with. They can not
et our goods unless we buy something back in return.
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Senator McLeaN. You said they have nothing to live on?

Mr. Musner. Only the rich in Germany, those who have made a
great deal of money during the war, have it now to spend. And that
1s not the condition throughout the German Empire,

Senator McLeax, T think it would be a good idea for them to spend
it for something besides champagne before they come to us for credit.

Mr. Musner. Senator, permit me to tell you that champagne in
France that was made available for export to the United States, and
there not now heing a market in the United States, that champagne,

on account of prohibition, had to find a market some other place.

Senator McLeax. Do they not make champagne in Germany ¢

Mr, Mesner, They make Rhine wines, not champagne.

Senator McLean. This article said it was very poopr stuff. I do
not know whether it was made in Germany.

My, Moesuaer, It was France that asked Germany to buy cham-
pagne. It was IFrench salesmen who sold that champagne in Ger-
many.,

Nenator Joxes, Is it likely that those countries would want to ex-
)ml-t to the United States uny of the commodities mentioned in this

i

My, Musnenr. Yes, sir. You take peanut oil. A section of Africa
produces the finest nut for oil purposes in the world. It yields 65 to
70 per cent of its content in oil. The American peanut will only run
40 to 50 per cent oil, Tt is a peanut particularly adapted for oil
from the vitimine standpoint, and also for quality.

Senator Joxks. You were speaking of those countries being in
such dire need of foodstuffs, Do they raise anything which would
be exported to us, coming within the provisions of this bill?

Mr. Musner, Yes, sir. You take Italy, for instance. in respect of
olive oil.  After all. olive oil is the higgest thing in Europe from
the fat standpoint. Two-hundred and fifty million gallons of olive
oil was produced in normal years, .

Senator Mc('vmper. Is olive oil covered in this bill?

Mr. Muvsuer. No: but it is in the Ways and Means bill.

Senator Troyas, In that connection, T would like to ask a ques-
tion for my own information. I saw a statement, T think in the
Literary Digest, a few weeks ago, to the effect that most of the olive
oil consumed in Italy was exported from the United States and was
really cotton-seed and peanut oil.  Ts that true?

Mr. Muvsnen, No, sir. The Burean of Chemistry can detect one-
half of 1 per cent of cotton-seed oil in olive oil. The Bureau of
* Chemiftry ean detect to-day the minutest quantity, and all the mix-.
ings and substitutes that you find sold to-day in the United States
is sold not only——

Senator Tnoyas (interposing). I do not mean it is exported as
olive oil. but that the Italian people consume this oil in place of
olive oil,

Mr, Musner. Yes, sir: I do.

Senator Traomas, Then we have an export trade there for our cot-
ton-seed and peanut oil?

Mr. Musner., Yes, sir: 143,000,000 pounds of cotton-seed oil for
11 months last year were exported from the United States—in value,
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in dollars and cents, $29,775,000 worth of cotton-seed oil that left
our shores.

Senator THoMas, What was the export of peanut oil?

Sénator McLeax. They do not rebottle that and sell it back to ust

Mp, Musnuer. No, sir; it is used for home consumption. They did
not export any olive oil from Italy because they were so short of food.
There was a complete shortage of food, so that children in Europe
have not been nourished because they do not get the proper diet,
and in the proper diet you must have a certain amount of fats:
without fats we can not get along.

Senator Tuomas. Have you the export figures upon peanut oil?

Mr. Musuer. Yes, sir; I have.

Senator Tuomas. Give us that, please.

Mr. Musuer, Al exports of peanut oil for first 11 months 1920
were $20,044 from the &Tnite(l States, agninst the imports of peanut
oil 94,914,977 pounds in the same 11 months. We brought over
$16,9060,000 worth of peanut oil and exported $201,000 worth of
peanut oil.

Senator Tromas. Thank you.

Mr. Musuer. So that there is no reason, as you will see, for the
emergency tariff to carry with it such an important item as oils and
foods of all kinds. I do not know whether other foods are included
in this emergency bill or not. There is really no reason for an emer-
gency tariff at this time until we find out really where the world is
going to end.

Senator JoNes, From what country does that peanut oil come?

. Mr. Musuer. The most of the peanut oil, as far as I know, came
from Japan and China—mostly Japan. The port of Seattle to-day
is the largest center of imports of soy-bean oil.

Senator JoNes. I understand that now there is a great famine in
China. Should not those countries keep that food for their own
people instead of exporting it to the United States?

r. Musuer. Their people have not the money, apparently, with
which to pay for it. The whole trouble in the world is money; with-
out money we can not do anything, and without the bankers we can
not navigate, because it is not value that counts any longer: it is the
immediate cash that counts. If T had on my person 10 gold watches
and walked into a street car and offered those gold watches to pay
the fare of 5 cents, the street car conductor would say to me, “ I am
supposed to collect a cash fare,” and a gold watch worth $75 or $100
is not cash. Therefore the bankers are deali.nf in petty cash. The
things that you must have to pay current bills have got in such »
squeeze that we can not move,.

Senator McLrax, The bankers can not create eash themselves.

Mr. Musuer. But they apparently are making a great deal of
money. They are the controllers of cash and the controllers of values
of other goods in their relation to cash.

However, I have not any trouble with bankers; T do not want to be
misunderstood on that, because my bankers have been particularly
liberal with me. I have a borrowing capacity in this part of the
United States of $3,000,000, and a borrowing capacity in the vicinity
of Washington and Baltimore of $3.000.000 is not so very bad. So
I have not complaints to make. But the prices you pay and the
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uncertainty you are under makes business precarious. Though I am
uot complaining myself; I am not here to complain for myself. The

eneral situation is su.ciu that values have been depreciated. It is
the question of getting immediate cash that has put us in the present
panic we are in.

Senator Tioxas. The money has gone out of circulation?

My, Musuer. The same money that was in circulation is in circula-
tion to-day.

Senator THomas. It is not in circulation ?

Mr. MusHer. It is not in circulation. We have been taken from a
hot room and dumped into an ice cold shower, and we can not stand
it. Mr. Delapenha had to stop business. I am closed up. Tens of
thousands of others are closed up, and the banks themselves will have
to close up because the very Government bond, the very railroad se-
curities, the very things they have to-day they want to charge to
market values. They are all bankrupt. There is not enough capital
and surplus in the banks. The insurance companies are bankrupt if
they charge all the securities down to market values. They ask our
merchants to charge inventory to market value by the Comptroller of
the Currency, and the other Government institutions to permit
bankers to take out one-tenth in order to come back gradually. They
do not ask the merchant to come back gradually to par; they take
care of themselves in the right kind of a way, and that is where the
trouble exists and not for an emergency tariff.

Senator McLEAN. If you have a complete statement of exports you
might put it into the record.

(The statement of exports subsequently submitted by Mr. Musher
is here printed in full, as follows:)

[Fosco Bulletin, vol. 11, No. 68, Dec, 30, 1920.]
IN RE TARIFP ON VEGETABLE OILS,

A number of Forco clients have protested to their Senators and Representatives
regarding the proposed tariff and have also written requesting that we send copies
of Forco Bulletin, vol. 11, No. 65, of Decembier 24, our analysia of the tariff situation,
to their representatives in the Senate and Houae, We hope that all parties inter-
ested in fate and oils will do likewise and enter their protest with Membair of Con-

ress from their district,  We, of courre, immediately took the matter up with soverl
Senators and Representatives upon hearing of the bill and forwarded to the prineipal
ones, and forwarded to each membeor of the Senate Finance Committee a copy of the
above-named bulletin, .

' Imports. ! Exports.
| i
1l-month . l-month
November. |periodending| November. . period ending
Nov, 30, 17 Nov. 30,
—— . - f- L
Chinese nut oil......... ethrerenianttiaeronnane $200, 003 | $10,973, 481 $45, 715 ¢ $3510, 481
Cottonseed ol cveveiiiiieiniressnariinennenens 3,752 1,302,712 3,020,000, 20,775,000
Coront o, .. ovneviiiiiiinienisieiisninienes 860, 242 a1, 334, 803 70,750 | 8, 300, 229
LANseed 0f) s oo vueiiiiiiniinnirieniiineisnennes ! 02, 540 , 380, 53% 63,080 1,150,310
Olive o}, Inedible G, (&S 129,472 None i G, 600
Olive ofl, edible 5 11, 597, 0avi 3, 108, 722
‘almoil........ . 206,123 , 168, 075 1,320 @, 043
Palm keruel oil. .. , 4 205, M None, | 3e
AUl Olh, . cvveninnnianrans B P PPN 84,618 16, W0, 708 5,142 [ 201,039
g:xm:wl olh. .................... Crebeererasens lazg,;? ,5..%'%&7& zg«sot;;»‘. ! 0.6 )'.9:":;.1
abeanofl............. weesesasee y , 502, O 18, , 022, B
Co¥noll................. ....................... | None. ; .'?one. 215,081 2,207, 73

1 Exports exclusive of corn oll cake and coconut cske,
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s ey osaeme P Feern et 4 e e me e mees M e s —— ——— S S S 8 e 5 e i e 2 bSre—. oo e ¢ e

Imports. l Exports.

i 1-month , 11-month
November. perlodonding. Noveinber. | periodending

- Nov, 30, i Nov. 30,
e e et e et et o e+ e s o e a3 b e e e —

| |

All other vegetable oils,........... e Ceeanes $53,550 ' 81,743,450 | 480, 609 $1, 840, 500
Cod and cod Hverofls. .........c.......e verees . 98, 888 28,872 | 9,324 420,874
Other fish and animalolls........... Cenrerenens 3,675 £351,366 : , 204 700,418
T . None, None, | 12,806,053 | 123,418,888
Neutrallard........coeee .. None, None, | 200, 809 8,502,753
Lard compound............ None, None, 582,371 6,379,971
aloW. .. vttt . 20,188 1,720,136 f 221,007 2,583, 44
Oleooll, . .,eviiiniiinieinnens None, None, 2380, 15,243,710
Oleostearin.........ccoveenns Cererereene 12,815 178,520 | 13, 346 3,277,748

Lard oil...... Cevene veisresanaes Cereiieriiiesnes one, None, | 10,781 122,
Vegetable stearin........ PN None, None. 13,840 322,612
OUVE 008, cvveiciirnieeniearronrnnianes 14,581 1,343,453 None, 4,01
Other grease. ... . 112,528 2,200,750 20 208
Margarine......... None, Nohw, ! 142,118 4,427,333
Copra....... cevees 752,850 13,200,492 | None, 8, 001
Dessieated coconut. ...... V. 114,708 8,117,003 | 3,520 14,007
CoromUY. c.vviuriirionas tessesssacrenetraransns ! 424, 183 3,072,477 ¢ 4,522 57,490
Flaxseed, ..o 00000 I [ 3082002 700680, 143 | 101 213,077
Peattuts (Meld), c.eevivieriireiinieinninnees ' 2,100 © 10,570,705 | 113, 105 1,007,528
Pagnuts (not shelled). .. .....oool. e 1,003 67, 588 3,88 40,891
Paim keenels... ... 138,030 . 484,730 None, None.,
Castlle soup..... . N, 462 02, 80 1,904 3,330
Tollet soap...... None, None, 142,011 5,284, 681
All other coup... . X,678 243,629 814, 380 12,472,420
Candles, ... D PPN ' None, Nonhw, K0, 1 1,813,031
QR CORING Lot iiee v ieiieneraeiniaresnoanens ! 167,885 2,873,002 ! 14, 149 400,547
SoaP MoK, oo i e None. Noie, 447,290 6,108,212
Cottonwed cuke.ooeeroiiii i None, Nonie, 2,014, Ru8 0,509,770
Cottonseed mesl, e None, None, | 112, 164 28, 363
Flaxseed enke, .. N None, None, 707, 144 6,553, 505
Flaxseed meal., . . Nute, None, 48, 440 372,70
Al other oil eake 1. . 343, 840 4, 200, 07 ™, 0 405,201
2o e O 734, SUR 7,757,004 | K18, 580 2n, 460, 778
Bacon, hamns, and shoulders.. oo, 16, M7 DI 00, 16,888,000 187,308, 764
POPK 2, it i i e e eaes 29, 160 375,700 1,072,420 14,002, 989
Mutton, except eanned, oo ooniii i 1,049,702 . 11, 3%2, 004 22,08 711,441
T LT 2 R cees 7,022 6, 107 209, 194 0, 139,075
Other meat products, eanned . None, None. 164, 281 5, 00, 42
Al other ment products. ... 30,349 « 8, 700, K17 478, 62 6, 720,872
Coalfskine, ,.ooioiiiniie. B8, 677 0 IR RO, 520 47,02 1,071,933
Cottle sKINs . oovuin i i 2,107,383 1 82,317, 4 020,42 10,153,170
AN Other sKits. oov vt iieirieas | i, 626,182 \ 137,761,775 176, 449 4,322,120

1Exports exclusive of corn ol enke and coconut cake,
3 [nelwdes fresh, pickled, and cured.  Expoets of all comnmoditios includo both foreign nnd domestie,

Mr, Mcesner. And then when dealing with oils, you are not onl
dealing with oils but by-products of oils—soap, compound lur(K
oleomargarine. You have so many things that oils enter into as the
basis settlement, and you must consider that, because I ean not for
my life understand, gentlemen, how the Congress of the United
States after a )provinﬁ the establishment of the War Finance Cor-
poration, which was the best thing ever done, and on top of that to
say, “ We will approve the reestablishment of the War Finance Cor-
poration, but at the same time we are going to make it impossible
for Europe to ship us anything.” The reopening of the activities
of War Finance Corporation is not going to do any good if you stop
the movement of goods into the United States.

Senator McCusmser. That brings us right back to the same ques-
tion asked you by the Senator from New Mexico ‘Senntor Jones):
What articles covered by this bill are we prevented from being im-
ported from Germany, from France, or from any one of these Eu-
ropean countries that are in this bad condition, which we all recog-
nize,
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Mr. Musner. If you want me to limit myself to Europe, only, 1
would have to exclude some Asiatic countries, like China. China,
to-day, from an exchange standpoint, is also in a bad condition,

Senator McCumper. They are always in bad condition, are they
not, from the exchange standpoint, at least for a good many years?

Mr. Musner, No, sir; the Chinese money was very much appre-
cinted during the war, and to-day it is fery much depreciated. So
that China is in bad shape to-day just as the other countries of the
world are. China’s staple dollar ran up during the war to $1.75, and
now it is down to $0.75.

Senator McCumper. Assuming that China would be sffected by
this peanut-oil situation, what is it that affects you?

Mr. Musner, China peanut oil imports during the 11 months were
$16,960,708.

Senator McCuymner. Al right.

Mr. Mususr, Cotton  seed. $1,.302.712 altogether.  Coconut oil,
$3I.:l$:¥(5.~'»65. mostly from British posses<ions, so that it is really British
woduets,

! Senator McCusner. Of course, the British provinces are not starv-
ing for our goods particularly.

Mr. Muesuer, They are not starving, except to the extent that
Givent Britian must finance the exports from the United States.
She is stopped from financing to that extent the products from their
own countries to those European countries who are in need of both
our own and the Furopean products,

Senator McCuramner. What we are trying to get is, yon know, to
what extent this bill is going to injure the importing trade from these
particular countries in Euw)&)e that are suffering.

Mr. Musuen. I must say. Senator, that T would have to familiarize
myself with the items involved in the emergency tariff. T only came
here prepared to talk about oils, and only to the extent of oils can
I answer questions.

Senator McCuyner, Turn over one page of the bill and you have
a list of them.

Mr. Musuer. You have wheat.

Senator McCumner. Our wheat comes from Canada?

Mr. Musuer. Yes, sir.

Senator McCumser. The Canadians are not starving. -

Mr, Musner, In such things Canada has about 15 per cent against
her, and that is not a very good thing to have against a neighborly
country who is well able to pay her bills in the future, but yet can
not pay in the terms of American bank balances.

Senator McCumper. When we are buying their wheat and when
we are doing that and underselling American farmers on the ex-
change we feel it. o

Mr. Musner. When the Russian situation opens up, if it ever
does, you are going to be able to buy large quantities of hard maca-
roni wheat from the Russian provinces. Corn, I think, would be
another Canadian proposition ?

Senator McCumser. No; very little of that from Canada. It is
a South American proposition.

Mr. Musier. Next is beans—I am really not familiar enough with
this to tell you.
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Senator McCumner. That is mostly Mexico and Japan.

Mr. Musuer. I know a lot of beans come from Italy, too. Peanuts
and peanut oil are very important to Europe, particularly to France.
France controls Tunis and Algeria and all through that section
where they have abundant peanuts and peanut oil, and they depend
almost entirely upon peanuts to give them a livelihood.

Senator McCumner. I know, %ut they do not sell in the United
States to any extent.

Mr. Musner. We should be getting & great deal more peanut oil,
and we have been getting some peanuts from France. They do not
come over so well, because they come shelled; they ought to be left
in the shell,

Senator McCumser, The amount of importations from France in
peanuts would be a mere bagatelle.

Mr, Musuer. Yes, sir; and would be even from Japan. We can
not buy things from Japan unless we buy a lot of other things.

You have potatoes. A\ lot of German potatoes have come over in
the past—Ilittle potatoes for making salad.

Senator McCuMmser. I do not think any are coming over, because
they would not be in such great need of them there and at the same
time be sending potatoes over here.

Mr. MUSHER, gpanish onions do come in. The exchange is against
them to-day. It has reversed itself in the last year and a half or two
years from 12 cents to 30 cents per peseta,

Rice is from Japan mostly, and some Spanish rice and some Italian
rice coming for the Italian Nationale.

Lemons run into the Italian situation very much.

Oils, such as peanut oil, cottonseed oil, coconut and soy-hean oil—
you are running into oils that come from countries that are mostly
financed over the London counter, That is a very important thing,
because when we being over goods from China that are banked over
the London counters it is helping Europe just as much as China,

I am not familiar enough with these questions to talk to you about
them. But on the general principle that an emergency measure is
not going to do us enough good to make it valuable, because our mer-
chants and our importers and our consumers can not adjust them-
selves in a quick time to an emergency measure of any kind., If we
are going to have a permanent tariff we ought to wait until that
permanent tariff. comes along, until after we have had an opportunity
to study everything carefully and take everything into consideration
from a practical standpoint in every direction, so that we will not
have to keep on readjusting ourselves to new conditions in the future,

Senator McCusmnir. We are having to readjust ourselves now on
a continuing falling market, so T do not see that we would injure
the situation by doing something to stabilize the market, at least
to give to the world some legislution that would indicate that there is
really a bottom to the whole.

Mr. Musnen. Except this kind of stabilization, Senator, if T may
sny so, is not going to prove successful.  Our problem is to be able to
sell more goods to Europe snd keep our merchants and factories and
our people employed. We can not keep them employed until we find
some ways and means for providing for our foreign securities or
goods. Unless we do buy foreign securities—and those bonds are the
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first mortgage on the lands and tax powers—but until such time as
we apply the Joseph and Pharaoh theory to feed them and give them
raw material and then take one-fifth back for our services, I do not
believe we can get anywhere.

Senator McCumner. We are not minimizing the importance of ex-
port trade. I do not think we ought to minimize the importance of
getting our own l)eople, who are consumers of 95 per cent of our
products, in a condition where they can buy.

Mr. Musner. Ninety-five per cent of our people who are con-
sumers—if you are going to speak for consumers and on that princi-
ple, then a tariff of any character would not be justified, beeause the
consumers who have to pay that tariff are always the majority as
against those who receive the benefit from that tariff.

Senator McCusnen. And it may he that the tariff gives them an
cpportunity to enrn something to buy with; that is the impostance
of the tariff, and that is the only importance. If our farmers ave
put down to a condition where the cost of raising whent is twice
what they ean et for it by renson of importations irom Canada you
have destroyed their ability to purchase.” We want to put them in a
position in- which they ean purchase from the American manu-
fucturvers, and that will do a whole lot toward solving the present
situntion, which situation is that we are none of us huying at the
present time.  When you get right back to it you have got to start
the buying ability right upon the farm, and the farmer has got to
have something that he can sell for more than it cost him to produce
in order that he can have a little balanee with which to buy. That
is all that is intended in this bill.

Mr. Musner, That is very, very true, Senator. and 1o that extent
you can not help hut say that the tariff would he a good thing, except
that vou also must take into consideration the relative good as to
relative value, I am in favor of protecting every commodity pro-
duced in the United States, only at the present moment, when Europe
is starving and naked—they have no clothing. and they have no food;
colds and they have no shoes.  And yet we have stopped our ma-
chinery hecanse we say, © We enn not give you anything: we can not
cell you anything beenuse you ean not give us gold and becwuse we
have not worked out some burgain (rxvﬁungo to the extent of what
they enn pay: we are in very bad shape,

Senator MeCvumner, We all agree with you that we want to help
that situation, but in addition to that we want to help the American
farmer’ to buy the products of the manufacturer,

Mr. Musuer. Yes, sir: we do: that is very true.

Senator MceCuvmuer, Let us do both at the same time; that is all
we are asking,

My, Musner, Then, is it best to do it through an emergency meas-
ure of this kind or something permanent?

Nenator McCumper. That is a matter for argument, and I do not
want to take up vour time with argument,

Mr. Musner. Thank you very mueh, Senator,  That is very true.

(‘Thereupon, at 5,15 o'clock p. m.. the committee adjourned, to
meet at 1030 o'clock a. m. to-morrow, Saturday, January 8, 1921.)






SATURDAY, JANUARY 8, 1921.

UNiTeD STATES SENATE,
Coyyirree oN FiNaNce
Washington, bh. ¢.

The committee met pursuant to call of the chairman in room 310,
Senate Office Building, at 10.30 o’clock a. m., Senator Porter J. Mec-
Cumber presiding.

Present: Senators Penrose, Smoot, Curtis, McLean, Calder, Sim-
mons, Thomas, Jones, Gerry, and Nugent.

Senator McCumpen. The committee will be glad to hear Mr, Loos,
if he is present.

STATEMENT OF MR. K. D. L00S, CALIFORNIA CITRUS LEAGUE,
CHICAGO, ILL,

Senator McCumser, Please give your name, address, and whom
vou represent.

Mr, Loos. My name is K. D, Loos, of Chicago, Ill. T represent the
California Citrus League, which is composed of a large number of
lemon growers in the State of California. 1 desive to make a brief
stutement to the committee with respect to the duties on lemons,

Sena?tor Syoor, Do you want an increase over what the House
nmt in
' Mr. Loos. We are asking that the duty provided be increased from
14 cents a pound, which the bill now provides, to 2 cents a pound.

Senator McCuyner. All right, We will hear you, Mr. Loos.

Mr. Loos. American lemons are grown principally in the State of
California, and the lemons are shipped from California to the east-
ern markets in standard boxes. the hoxes being of uniform size and
usually contnining 300 or 360 lemons, depending on the size, Thora-
fore. in my statement T will talk about the lemon box, which is com-
parable also to the lemon box in which Ttalian lemons ave imported.

It costs the ('alifornia lemon grower $3.50 a box to grow, pick,
and pack the lemons and place them on board railroad freight enve
To transport the lemons from Californin to the ¢astern markets- -
any markets east of the Rocky Mountains, all of that territory being
covered by the so-called blanket rate—%&1.50 a box. This cost 1s made
up of the railroad freight cost of $1.67 100 pounds and refrigera-
tion demurrage, reconsignment. and other charges.

Senator Twomas. What is your Rocky Mountain blanket rate?

' 127
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Mr. Loos. That rate is $1.67 from points of origin in California
to any point of destination east of the Rocky Mountains to the At-
lantic senboard, with the exception of a few points in the North-
west, to which the rate is slightly lower.

Senator THomas. Then you charge my constituents, so far as
freight rates are concerned, the same as you charge the constituents
of tge Senator from North Dakota or from the State of New York
or to Philadelphia

Mr. Loos. That is the general basis of trans-continental commod-
ity rates.

Senator Trosas. In other words, you are now discriminating
agninst vour nearest customers by compelling them to paf' the same
rate of freight that those customers pa;y who live 2,000 miles beyond,
and yet you want an additional duty from the Government?

Senator McCusper, Is it you that do that or is it the railroad
companies?

. Sellmtor Tromas, It is no difference who does it, we pay the
reight.

Stnnto’r Ssour. We are only half way to Colorado from Califor-
nia and yet we pay the same rate as New York.

Senator THomas, You are victims of the saume situation,

Mr., Loos, That is the basis of transcontinental rates that the
railroads have been making for a long time.

Senator Tuosmas, I know we have suffered from it for a great
many years: I wanted to see if we had any relief,

Senator McCuemper You will have to submit to it the same as
these States, .

Sf-'f“m Tromas. T imagine that the producers will submit to it
readily.

Mr. Loos. The total cost, then, to the lemon grower in placing
his lemons in the eastern market amounts to $5 a box, made of $3.50
for growing and placing on cars, and $1.50 for transportation
charges,

During the past year, since January 1, 1920, the average selling
ywice of lemons shipped from California has amounted to $4 a box,

hat is less than the total cost of producing and transporting by $1.

Senator Tooyas, That is the wLolesale price. .

Mr. Loos, That is the wholesale price.

Senntor NvarNt, That is the price that the producer receives.

Mr, Loos. That is the price that he gets for his lemons, from
which must be deducted transportation costs and packing costs and
selling costs,

Senator NveeNT. About how many lemons, generally speaking,
are packed in n box?

Mr. Loos, There are 300 or 360—25 or 30 dozen, depending on the
size of the lemons.

So that the cost per dozen on the basis of $4 price per box amounts
to 16 cents a dozen. '

Since November 1, 1920, the grower has realized but $1.44 a box.,
This i3 the equivalent of a selling price in the eastern market of
$2.04 a box, That is more than $2 less than is required hy the grower
to pay his costs of production and transportation. The amount
which he receives of ®1.44 a box, after deducting transportation
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costs, is actually 21 cents a box less than it costs him to harvest the
fruit, pack it in boxes, and place it on the railroad cars.

Senator McCuesnen, That is irrespective of interest on his land,
etc,

Mr. Loos. That is irrespective of any interest on any investment
and of any wages paid for culture and for development of the or-
chard-—and it tukes 10 years and an investment of $1.000 per acre
to develop an orchard to a commercial bearing state, in addition to
the original investment in the Innd and water. This $1.44 is 21 cents
o box less than it actually costs him to pick the fruit after it is rvipe
and pack it in hoxes and place it on the railroad cars.

Senator Tromas, You say that is since November 17

Mr, Toos. Since November 1,

Senator Tuomas, How was it hefore that?

Mr. Loos. Before November 1 the average return, January 1 to
November 1. to the grower was $2.52 a box, which is enough to pay
his harvesting and packing costs, but not enough to pay the growing
costs. It does not even pay the labor,

Senator Taovas. What is the name of your company?

Mr. Loos, I represent the California Citrus League. which is a
voluntary organization, composed of all the lemon growers in the
State of California, for the purpose of handling matters of general
interest to the industry.

Senator Stumons, Will you state the price during the year 1918
and 1919¢

My, Toos. 1 have here the average prices at New York for 1918
and 1919, but T do not have the average price for all lemons sold in
the United States, Will that answer your question?

Senator Simyons, That will help some.

Mr. Loos. T am sorry T do not have those figures.

The lemon year, so called, runs from the 1st of November to the
31st of October, and for the period ending October 31, 1919, the
average price at New York was $4.21 per box.

Senator Simmons. What sort of a profit would that allow?

Mr. Loos, That made a return to the grower of $2.71 a box. which
is 79 cents less than the actual growing, packing, and harvesting
cost.

Senator THomas, The cost at that time or the cost on the ist of
November?

Mr. Loos. The 1st of November.

Senator THomas, That is hardly fair to the committee.

Mr. Loos. I beg pardon: 1 did not mean to make the statement
18 it sounds,

I can not say just what profit that did represent in 1918, or
whether it represented any profit or not.

Senator THomMas, Of course, the only way to ascertain that is to
ascertain the cost at that time, and that you say you can not give us?

Mr. Loos. I do not have that, Senator.

Senator Nugent. Can you not furnish it?

Mr. Loos. I can obtain it. But I prepared myself only to speak
with reference to present conditions, because ot the fact that our
notice of these hearings was very short.

Senator SimsoNs, That was for the fiscal year?

Mr. Loos, That was for the fiseal year ending October 31, 1919,

30422—21—9
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Senator SimymoNs, T can imagine from what you have said that
there was no {)mﬁt in the industry that year?

Mr. Loos, I rather doubt whether there was a profit; there may
have been a return. )

Senator Stmyons. Was there any profit in the industry at any
time durving the war period? ' ’

Mr. Loos. The highest prices realized during the war period were
realized during the year ending October 31, 1918, for which period
the New York sales averaged $5.65 per box.

Senator THoymas. You spenk of New York sales. Is that repre-
sentative of the average sales all over the country!{ What do you
sell for in St. Louis, for example, and Denver? T have a sort of
recollection—it is not very clear—that the price per box of lemons
in Denver was a good deal higher than that.

Mr. Loos. Of course, it is in New York that the competition of
foreign lemons is primarily met, and the probability is that New
York sales are not representative of the sales of the entire country.

Senator Simyons. I think you ought to have brought us some
figures here that are representative,

Mr. Loos. T will be very glad to furnish those,

Senator NueenT. Are Italinn lemons shipped west of the Misis-
si|{pi River!?

My, Loos, Noj; they are not.

Senator NuaeNT. Then you have no competition in that part of the
country?

Mr. Toos. We have no competition there,

Senator Nvaext, How far west are Ttalian lemons shipped?

Mr. Loos. T think there is noe competition with foreign lemons west
of Pittsburgh.

Senator Nvarnt, West of Pittsburgh?

Mr. Loos, Yes, sir.  They sometimes come to Chicago, but there
certainly is no competition west of the Mississippi River,

Senntor Tuomas, Then yvou have no competition, practically speak-
im{, west of the Allegheny Mountains?

Mr. Loos, T did not get that,

Senator Tuosas, I say then you have no competition. practically
speaking, west of the Allegheny Mountains or west of the Mississippi
River. T will put it that way.

Mr. Loos. Well, there are shipments of Italian lemons made right
through to Chicago.

Senator Tuomas, The Mississippi River is a good deal west of
Chicago. I am using that as a basis.  Now, have you the market for
Californin lemons in the territory west of the Mississippi River?

Mr. Loos. We have n market in that territory, but far below the
requirements of the California producer.

Senantor Tromas, But what I am getting at is the foreign com-
petition of which you speak. That does not affect you in the terri-
tory west of the Mississippi River? .

Mr. Loos. It does not in so far as having an Italinn lemon sold
side by side with the California lemon.

Senator Trosas, Merely potential.

Mr, Loos, But indirectly the effect of the foreign competition
throws a great quantity of lemons back into the western markets,
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and the effect of the foreign competition is felt in every market of
the United States.

Senator Tromas, Will you tell the committee that you are sellin
lemons at a loss or have heen during the lust two years in the terri-
tory west of the Mississippi River?

Mr. Loos. T will say that the average prices for the country as a
whole— '

Senutor Tuosas (interposing). No: I am not spenking about that,
That does not answer my question.

Mr. Loos, T can not give you those figures.

Senator Trosas, Then your position seems to be this, that while
you have an exclusive market west of the Mississippi River you want
this tariff so us to give you an exclusive market over the whole
country {

Mr. Loos. No.  We want this tariff so as to enable us to sell our
lemons at somewhere near cost.

Senator McCumper. The depression in the New York market neces-
surily reflects over the whole country, does it not?

Mr. Loos. Yes; it does. Mr, Chairman. You understand that the .
lemons are not sold by the producer at a price fixed by him: they
are shipped into the market by hundreds of producers,

Senator Tuowas. That is true of all producers; they do not sell
at &rices fixed by themselves.

Mr. Loos. Many of them are sold at public auction. In spenking
of the competition of Italian lemons T failed to consider the fact
that substantial importations are made through New Orleans. Dur-
ing the ealendar year 1920, 110,000 boxes of Ttalinn lemons were
sold at anetion in New Orleans,  These were distributed throngh
- Lonisinna, Arkansas, and Texas,

I have also lenrned npon inguiry that representatives of the Cali-
fornin lemon shippors located at St. Lonis, Kanens City, St, Joseph,
and Houston hiave reported instances of arvivals of Ttalinn lemons
from New York at those points. Tt therefore, appenrs that [ was
wrong in saving that there was never any competition west of the
Mississippi River,

Senator Sismons, Here is what you ought to give us, and that
would be a frank demonstration of the truth or untruth of what you
are saying—the price that you get in New York for vour lemons,
after taking out the freight, nmf the price that you get west of the
Mississippi River, where you get no competition after taking out
the freight,

Senator Smoor. The freight is the same, Senator.

Senator Simymoxns. I say, take it out.

Senator Tuomas. They charge just as much for lemons in Salt
Lake or Denver as they do in New York or Philadelphia.

Senator Srmyoxs, Let us see what they get for their lemons, net,

in both places. . :
"~ Mr. Loos. I have with me the figures showing the New York sales,
and I can furnish within a day—say, by Monday noon—~—figures show-
ing the average cost or prices of all lemons sold west of the Missis-
sippi River,

Senator McCumner. You furnish that, and we will place it in
your testimony.

Senator Tuosas. Can you furnish also for 1919¢
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Mr. Loos. Yes, sir.

(The statement showing average prices of lemons sold west of the
Miseissippi River was subsequently furnished by Mr. Loos, and is
here printed in full, as follows:)

The following table xhows the number of boxes and the avernge price, £, o, b,
Caltfornin (exclusive of trankportution charges from Culiforning, of letmons
as shown by the avallable statistics for the yenrs ending October 31, M8,
1619, and 1920, The stutlstios nre not Kept in such a manner as to nnke it
possible to segregate exnetly the tervitory west of the Mississippl River.  The
wesntern territory for statistienl purposes jx divided as follows In our records;

Northern  division Including  Minneapolis, Calgary, Denver, Des Molnes,
Kanmas City, Omnha, Regina, Kloux City, Wichitn, Winntpeg, and the various
other loealities teibutary to those points: southern division Including Fort
worth, El Paso, Houston, Memphiy, New Ovleans, Oklahoma City, San Antonlo,
and loealities teibutary thereto; northwestern division Including Seattle, Bolse,
Butte, Los Angeles, Portland, Sucrawento, Salt Lake City, San  Franciseo,
Spokane, Vancouver, and loeatities tributary thereto, These three divisions
tnelude all of the markets tn the United Ktnter at which Callfornia lemons are
regulurly sold west of the Missiseippt River, and in addition inelude Memphis
and New Orleans which ave east of the Mississippl River and the Canndian
polnts which are Calgary, Regina, Vancouver, and Winnipeg,

Chicago and New York sales are also shown in the table for comparative

PUIPOsES,

! Northern division.  Southern division, | Nofthusstern

e - v m e o = et haa o St b bead L0 s ms e A Eiam s oo

Average | | Average ! Average

Year ending Oct, 31—
T : ) ice . priee : e
Noxen. o NCal.. Boxes. g UL, Noxes. ¢ 5 ol
. ! tfornis. {fornia. {fornis.
1
00 85,91 284,180  $5.46 295,720  $5.50
s 4.45 - 430,800 3.81 344,400 497
600 3.62 388,000 3.04 382,400 3.64
| Nonhem,southom,'l
| and northwestern | Chlieago. New York.
| divislonscombined, .
Yearending Net. 31 - ! T T oo
i CAVOrago i Averago L Average
© Moxes, g PV noves. y P Doxes, g PE T
"ffornis. i fornls. | | fornls.
. . ! e ermmemmrne oo H e e—————
' ] \ !
1018, 0eeneeeneerennearnnensnes veveeeesesl 080,800 | 85,06 130,880 |  $8.23| 203,651 $5.68
1919, .c0iiieinennes. Geeaeserresarsasases . 1,407,600 ° 4.25 214,400 ; 3.82 109,671 ' .
m...,l 1,386,000 , 3.46! 200,200 , 310 191,141 3.

t

. The statistics from which the nbove table has been cotnpiled were kept on 4 basis
of enrlondds nnd were converted Into boxes on the busis of 380 boxes to the car
for the period up to September 1, 1018, and 400 boxes to the car for succeeding
months,  On the date mentloned the rallroad freight tariffs prescribed a change
in the dimensions of the stundard box which resulted in an fncrease of the num-
ber of 'hoxes londed in a freight car. For New York the figures uve the actual
nuinher of hoxes, .

It should be noted that the northern and northwestern divisions used first
grade fruit nimost exclusively, while the southern division used small sizes und
all grades, and Chicago used hoth first and second grades. The greater per-
centages of the snles at New York consist of first-grade frult.

Senator Symoor. Let me ask you a question there: Withont a duty or
under existing conditions to-day, you have the Chicago market ?
Mr. Loos. Yes, sir.
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_ Senator Ssoor, Can the price at which imported lemons ean be sold
in this country take that market away from you?
2 L . . . W,

Mz, Loos, The Italian lemons are shipped into the Chicago market,
but not to the extent of monopolizing the market.

Senator Smoor, But ean you sell your lemons in the Chicago market
and get cost of producing those lemons baek to-da y!
~Mr, Loos, Thave not the figures on the Chieago sules, but I do not be-
lieve that they equal the cost of production. Tam quite confident they
donot. 1 will be glad to furnish a statement of Chicago sales,

Senator Syoor, Inthe figures you are going to send us you better in-
clude that.

Mr. Loos. Do you want the Chicago sules for the last three years?

Senator Smoor, Yes: and what the imported lemon ean be delivered
there at,

(The statement referved to was subsequently furnished by Mr, Loos,
and is heve printed in full, as follows ;)

The avernge prices f. 0. b, California recelved in the Chieago market foy
Californin letoms for the years ending October 31, respeetively, were: 1018,
S5.22 per box; 1019, $3.82 per box ; and 1020, $3.10 per bhox.  ‘Phe 1020 tigure is
40 conts less than the totald cost of produetion,

The average prices delivered at Chiengo are not avallable tn the statisties as
kept In Catifornin, but may he approximuted by adding to the £, o, b, Californla
price the sium of 88 conts por hox for the perlod preceding June 25, 1018 $1.12
per hox for the period from June 25, 1018, to August 25, 1020; and $1.47 per hox
for the perlod sinee August 26, 1020, These amounts represent the transporta-
tion costs for the various periods named aml are siightly lower than sitmiine
costs for New York, becanse of the fact that refrigerntion charges to Chlceago
are less than refrigeration charges to New York and fewer reconsignments are
wnde on Chieago shipments thun on New York, thus redueing the average (rans-
portation costs slightly under that of New York, .

The above amountr have heen added to the averuge monthly prices for Chi-
engo and the averages recomputed, showing an average delivered price us fol-
lows: 1018, £0.18; 1019, $4.00; and 1020, $4.24.

The freight charges on Itnllan lemons from New York to Chicogo mmount to
approxinmtely 72 cents per box,  Adding this to the New York selling price of
$£2.11 wnkes a price of $2.83 per box at which the Italian Jemons ean be deliv.
ered at present in Chicago. In addition, there would be expenses of handiing
ut New York and brokerage fees which would probably bring the totel price at
Chileago 1o approximately $3 per box,  The exact Informnntion as to these costs,
with exception of the New York sules price and the freight rate, s not avasiable
to ur and the foregoing figure of &3 is nn esthinnte,

Senator Tuomas, Mr. Loos, do those you represent consider that
the international teade of this countey with Italy is worth preserving
und developing ¢

Mr. Toos, 1 do not think that the tariff which we propose on
lemons and for which we are asking would prevent the importation
of Italian lemons; that is true to <ome extent, perhaps,

Senntor Trosas, It is due, is it not, to the fact that the combined
export products of Italy, tozether with the domestic products, are
necessary to furnish the American market? .

Mr. Loos, The answer to that question is that the estimated erop
for the current fiscal year, which begins on November 1, is 5,000,000
boxes of lemons,

Senator McCuaner, The crop of Ttaly or the United States?

Mr, Loos, California,

Senator Troyas, Before you go any further, let me interrupt by
uslcilng l?mw that compares with the crop Inst vear. Is it Inrger or
smaller
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Mr. Loos, That is almost [,000,000 boxes more.

Senator Tuomas. Now, go ahead.

Senator NueeNT. T understood you to say that at this time Cali-
fornin lemons are being sold in the New York market at about 16
cents a_dozen, so far as the producer is concerned.

Mr. Loos, That is the selling price that the producer receives.

. Senator Nvaent. 1 presume that approximately the same price
is charged to the consumers here in Washington as charged in New
York. 1s it not?

Mr. Loos, The retail prices?

Senator NueenTt, Yes,

Mr. Loos, T do not know.

Semator NveeNrt, What are those Californin lemons selling for,
at retail in New York per dozen!t

Mr. D. D. Brack (representing Californin Fruit Growers' Ex-
change). The price range varies according to the class of the re-
tail stores that serve some particular district.

Senantor NvaeNt., What 1s the general range !

Mr. Brack. We have known special sales to be put on during
specinl sensons at 15 cents per dozen, and that range will go up
to 40, and. in some of the higher cluss stores, even higher than that.

Senator Nvaenr, Is there the same differentinl so far as the
grower is concerned; does he receive different prices?

Mr. Brack. Positively, he does not. We have no control over
retail prices whatever,

Senator Nuvoent, Have you purchased any California lemons in
- Washington since you came in?

Mr. Brack. No, sir.

Senator Nuaenr. Have you priced them at any of these fruit
stalls around this city?

Mr. Brack. No. sir,

Senator NueeNT, You do not know what Californin lemons are
selling for here per dozen?

Mr. Brack. We can secure that information for you.

Senntor Tnosas, Mr. Loos, if we grant vour regnest, of course,
the duty charged up to the product comes out o‘l the consumer,
That is the case with every item in this bill. The consumer has
been exploited and is being exploited for all the necessitios of life,
of which the lemon is one. Do you not think that in the arrangement
of this duty in this emergency bill, some consideration should be
given to the eapacity of the consumer to purchase, and to the fact
that the purpose designed by this bill, if it is accomplished at all,
means that the pecuniary relief will come out of the pockets of the
consumers of the United States?

Mr. Loos, Tf this bill were passed and the duty on lemons put at
2 cents a pound. the wholesaler would certainly pay no more for
lemons than he paid in 1918, The consumer, if he .is getting the
same as the wholesaler—and as to that I do not know—would be
paving much less to-day for lemons than he was paying two years
ago, very much less: and. the price two years ago was a little
higher than the prices that prevailed befove,

Senator Tuomas. But if present conditions are emergent and this
duty of 2 cents is placed upon lemons to overcome the emergency,
and the price goes back to where it was in 1918 with the wholesaler,
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of course, you know that the wholesaler will make that out of the
consumer. :

Mr. Loos, Tt is pretty diflicult to understand or say how the whole-
sale prices affect the retzil prices. The wholesale prices to-day in
New York are at a very low point.  Whether the retailer has reduced
his prices to mcet this reduction in the wholesale prices T do not
know. If he has not, it seems to me it would be proper to assume
that if the wholesale prices should inerease somewhat that the retail
prices wonld not increase, if they did not decrease before,

Senator Tuosas, Of course, the price falls because the demand
decreases, Now, if it is true—and T think it is very largely—that
the demand decreases, not only for lemons but for everything else,
because the consumer has reached a point where he can not consume
any longer. how will » tariff. no matter what the amount of it is,
restore that demand.

Mr. Loos. T do not think that it is a guestion of slackening of the
demand in this case. but rather an overabundance of supply. Ttalian
lemons have been imported in increasing quantities and are coming
in at an enormous volume.

Senator Tuomas, But the difficulty, Mr. Loos, is that the situation
is not_confined to your industry. That might be true, if this was
the only industry in that condition. But it 1s characteristic of every
industry except corkscrews. Of course, there is no demand now for
corkscrews, ﬁ‘amghtor’.’]

Senator McCumner. There is quite o heavy demand for those kind
that lift the cap off of the top of the bottle.

Senator Tuomas, I suppose you are speaking now as an expert?

Senator McCumner, As having knowledge, at least.

Senator Joxes. How much does a box of lemons weigh?

Mr. Loos. A box of Californin lemons weighs, gross, 84 pounds,
of which 76 pounds is net weight of lemons.

Senator J{;xr:s. Then this duty of one and a quarter cents per
pound would amount to how much a box?

Mr. Loos, It would amount to approximately 90 cents a box on the
foreign lemons. That is figured on thg weight of about 75 pounds of
lemons in a_box.

Senator Joxgs. I judge from your remark that you are asking that
this be increased to 2 cents? :

Mr. Loos. Yes. sit; which would amount to $1.50 on the basis of 75
pounds.

Senator Joxes. The one and a quarter cents here would amount to
about how much on a box?

Mr. I.oos, Ninety cents.

Senator Jones. What are the Ttalian lemons selling for in New
York now? -

Mr. Loos. The foreign lemons have averaged for the past nine
months $2.11 a box.

Senator Jones. Well, then, this duty here would increase the price
about 40 per cent?

Mr, Loos, If the whole amount of the duty—-—

Senator JonNes (interposing). And you were wanting to make it
2 ('('?nt.‘i. which would increase the price about 80 per cent, would it
not :
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Mr, Loos. There is now a duty of a half cent a pound on the for-
eign lemons.  So that 2 cents wonld be an increase not of $1.50 a box
but an increase of $1.12 a box.

Senator Joxes, And what pereentage is that? What I was getting
at is the percentage of increase.

Mr. Loos, Tf that were added to the lemon price as it is to-dny, the
percentage of inerease would be a little more than 50 per cent.

Senator Troyas, Mr. Loos. no doubt the Payne-Aldrich hill added
n cent a pound to lemons, and immedintely after the bill went into
effect the Santa Fe anidl Southern Pacific Railroads just advanced
their rates so as to absorb that percentage. Have you any reason to
suppose that those financinl geniuses will not repeat that process if
we give you this duty ?

Mr. Loas. T do not believe the freight rates ean be advanced again,
I think they are at such a high point——-

) Slelmfur Tuiomas (interposing). Well, all things are possible with
1od.

Mr. Loos (continuing). That they will not be ndvanced again.

K Senator Tromas, T hope you are a good prophet, but T do not
now,

Mr. Loos, The increase in the lemon rate that was made in 1909
was suspended. :

Senator Triomas, T know it was,

Mr. Loos. And was finally defeated.

Senator Trnomas, T know it was: and it ought to have been under
the circumstances,

Mur, Loos. We think we can defeat them again if they attempt it.

Senator Sivmons, Did T understand you to say vou think that
if this duty was on it would not materially interfere with the impor-
tations of Ttalian lemons?

Mr. Toos, T think it will reduce the importations somewhat, but
T do not think it will exclude the foreign lemons.

Senator Simymons, You think it is not quite prohibitory ?

Mr, Loos, T am sure it is not prohibitory.

Senator Sruyons, Do yowwthink they would still be brought in in
lnrge guantities from Ttaly?

r. Loos, T believe they will.

Senator Simmons. It would not materially interfere with our
trade relations with Italy?

Mr. Loos. T do not believe that it will have a very marked effect.

Senator StmmoNs, Let us, then, suppose that the Ttalians will con-
tinue to import after this duty is put on. You would, in that event,
incrense your price?

My, Loos. We hope it would be increased.

Senator SismMoNs, You would increase it; that is your calculation,
that you would increase your price?

Mr, Loos. We do not like to say it that way quite. We hope the
buyer would have to pay more: it is a huver’s price,

Senator Stvmoxs, The point I am making is that if Italy con-
tinues to import and pay that dut?' that would enable you to incrense
your price to the extent of that duty?

Mr, Loos. We hope that it would result in a higher price that
would come more nearly to paying the cost. ‘
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Senutor SiMMoNs. Is not your purpose to incrense your price, if
Italian lemons continue to come n and compete, to the extent of
that duty?

Mr, Loos. We hope that that will be the result.

Senator Simyoxs. And that would be at least one ease in which
the domestic consumer would pay a tariff, would it not?

My, Loos, If the duty were imposed, our hope is, of course, nat-
urally that the price would be increased, because the price now is
not suflicient to pay the cost of transportation and harvesting the
crop. T this condition continues mncll longer, the necessary result
will be that the California fruit grower will cease to do business.

Senator Tuomas. Mr. Loos, we were told the same thing in 1913,
when we were considering the Underwood-Simmons bill, that if the
duty upon leraons were decreased a half cent it would put the Cali-
fornia people out of business. You are still doing business, are
you not?

Mr, Loos. We were saved hy the war.

Senator McCusnenr, And alko the trees still bear, notwithstanding
the free teade,

Senntor Tromas, There may be another- war; there is always
something to “save the industry.,” You were doing n pretty good
business, if T recall, between the time of the enactment 0} that meas-
uire and vour salavation by the war?

Senator McCemser, Me, Loos, you have yonr trees there, of
course?

M, Loos, Yes,

Senntor McCumner. The trées ave going to hear whether there is
any tariff or not any tarifi?

Mr, Loos. They are.

Senator McCuomner. The owner has got to get what he can ont of
those trees, even though he does not get his interest on his land?

My, Loos, The owner will keep on in the hope of improvement
until those trees cense bearing,

Senator Troxmas. You may reeall that when prohibition went into
effect everybody said it meant the death of the grape industry in
California and the hop industry in Washington State. I understand
that the hops are more actively hopping than ever [laughter], and
that the grape industry was more prosperous even than the imagi-
nation of the vine growers could have hoped for.

Senator Siymons, IHave other agricultural products on the Pacific
coust fallen like lemons?

My, Loos. Have they fallen?

Senator StmMmons. Fallen in price like lemons?

Mr. Loos. I do not believe they have.

Senator Stmmons. Have they fallen at all?

Mr. Loos. T can not say: lymwe not made any comparisons of
prices of other products. But let me sny that the lemon has at no
time increased during the war in price in the same amount or any-
where near the same amount as other products or as the products
which the farmer has to buy. ,

Senator THomas. You mean has not increased to the producer?

Mr. Loos. The wholesale prices have not increased. 'Fhose are the
prices I am talking about. S
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Senator THoxas. The retail prices have, I think, kept step with
the retail prices of other commaodities.

Mr. Loos, Yes; if the retail prices have increased without increases
in the wholesale prices, is it not natural to assume that if the whole-
sale prices come back to normal or come back to a point where the
will somewhere near pay the cost of the producer, that the retail
prices will remain as they are, and that the rvetailer will be com-
pelled to do business on the old margin instead of incrensing his
price in order to do business on the margin which is made by the
present price—based on the higher wholesale price?

Senator Tromas. My judgment is that if the retail prices remain
as they are on lemons and on other commadities, no tariff of any
kind will help you, because the people simply will not bhuy, in my
judgment, and largely because they can not buy very much longer
at the provaiiing rvetail prices. Of course. that is your ultimate
market.

Mr. Loos. Our hope is that the retail prices, if ghey have been kept
up, will certainly not go higher when the wholesale price gets back
to a normal on which the present retnil prices may be fixed and may
be based. :

. Senator THoyas. But even in coming buack to normal they have to
mw‘

Mr. Loos. The wholesale prices?

Senator THodas. Yes, sir.

Mr. Loos. The wholesale prices have to rise. but it does not neces-
sarily follow that the retail prices will rise.

Senator THomas, It does not necessarily follow, but it scems, to me
to have followed with remarkable celerity during the past few years,

Senator NuaenT. If you lived in Washington, Mr. Loos, you would
be well aware of the fact that the very material decrease of whole-
sale prices has not in the least been reflected so far as retail prices
are concerned.

Mr. Loos. T have heard that said. about Washington, I live in
Chicago.

Senator Nveent. It has been said that the price of wheat has been
very materially reduced wholly unbeknownst to bread.

Senator Tromas, Somebody has said the price of wheat has fallen
aimost unbeknownst to the bread.

Senntor NUGeNT. The same thing is said of ment in this city,

My, Loos. T have heard that said of Washington.

Senator McCryper, Your idea is that the price might rise to the
extent of this duty, which would oceasion u little addition to the
wholesale price, yet that it will still give sufficient leeway for a small
profit to the retailer?

Mr, Loos, It will still give the votailer a large margin if the Cali-
fornin lemon wholesale price is advanced in an amount suflicient to
pay the cost to the California producer, _

Senator NvaNt, Do you not believe that the retailer would imme-
diately increase the price of lemons so as to absorb this tariff?

Mr. Loos. T do not believe he would, if he has kept his prices up
on the basis of the wholesale prices a year or two ago,

Senator McCusner. Is not the principal reason why he will not
beeause he ean not, for the reason that the public will not buy thens?
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Me, Loos, T do not believe he eould.  Tf a retailer starts out and
buys lemons, say. at a normal wholesale price—we will eall the “ nor-
mal wholesale price ™ $5 2 box, which would pay the actual cost of pro-
duction and transportation to the grower—if that wholesale price
goes down and the retail demund keeps up, the retailer does not
reduce his price in hwormony with the reduction in the wholesale
price.  If that wholesale price comes back to normal, there would
seem to be no reason for the retailer to increase his price, which is
based oviginally on $5 wholesale price.  So that he will now get a
profit which will be measured by the difference between the abnor.
mally low wholesale ,n'iuo of %3 a box and to put that profit on to the
normal price of %5 a hox.,

So I think in this ease. if the retail prices have been maintained,
that there would not he the tendency and the likelihood of a corre-
sponding iucrease in the retail prices corresponding with the in-
crease that might come in the wholesale price,

Senator Nvaexr, Do you not know, as a matter of fact, that as a
eneral proposition, when there is a tax of any kind imposed by the
Cederal Government, that the retailer of the commodity on which

that tax is imposed immediately inereases his price and gives to the
consumer the excuse that it is necessary for him to do so in order to
cover this Federal tax?

Mr. Loos, Some may do so when the demand is such that they
ean do it,

Senator Nveent. Just as one illusteation, take the manufacturers of
loganberry juice. Prior to the time of the war one of these small
bottles sold for 20 cents.  After the enactment of the tariff bill,
which imposed a tax of 1 cent n gallon on loganberry juice, the
retailers, with 16 of these small bottles in a gallon, increased their
vice from 20 to 25 cents for one of the small bottles, and in some
instances 30 cents for one of the small bottles, and gave the consnmer
to understand that he did that beenuse it was necessary for him to
do it by reason of the enactinent of this Inw placing a cont tax on the
gallon of loganberry juice.

Mr. Loos, T helieve in that case he is able to do it only becauss
of the condition of the market and not beenuse of the additional
expense.

Senantor NvarNt, Aud yvet the munufacturers of loganberry juice
appeared before this committee and insisted very vehemently “that
the Inw be amended so as to repeal the section relating to that tax,
heenuse it was raining their manufacturing business.

Senator Trosas, They said they would have to.go out of busi-
ness if we did not do that, and they have not done it yet.

Senator Nvaest. And loganberry juice is still in the market.

Senator Trovas, Yes, "

Senator Nvaent, Your position is that they are charging all the
traffic will bear and that the putting on of this tax will not make an
difference in the price to the consumer. That is what you thin
about it?

My, Loos, That is what T helieve in this case.

Senator Nveest, I think you are right.

Mr. Laoos, Beeanse when yon come right down to it the increase
that we need in the price to pay our costs does not amount to very
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much in terms of the quantity in which the goods are sold at retail—
5 or G cents a dozen,

Senator Nveent. Does your associntion sell directly to the whole-
saler or do you market throngh middlemen?

Mr. Loos. The associntion T am representing does not sell at all,
This is an association of the growers, a voluntary associantion, organ-
ized simply for the purpose of getting information, and so on, and
taking care of things of general interest to the industry. They do not
have anything to do with the selling.

Senator Nvaeexr. T was under the impression, and have been for
two or three years, that all of the citrus growers of California had
entered into a cooperntive association for the purpose of marketing
their products,

Mr. Loos. There are several associntions.

Senator NUGeNT. Are you n member of those associations?

Mr. Loos. The people T represent are members of one or more
of those associations,

Senator NvarNt, Do those associations to which you now refer
denl with the wholesaler or do they deal with middlemen and com-
mission men?

Mr. Toos. This is the way that business is handled: The goods are
shipped by the growers through the ngency of the exchange. so
ealled—there are several different organizations and exchanges—to
representatives in the markets, and by those representatives are put
on sale either at a public auction or at private sale. Tn New York
they are put on sale at })nblic auction. Any one can come in to that
public auction and bid for those goods—any wholesaler, broker, com-
mission man, or any retailer, or any individual private consumer—-
anyvone who wanted to buy quantities of 20 boxes or move,

Senator Nuaent, Do I understand that this is the system purstued
by the so-called cooperative marketing associntions of the citeus fruit
growers?

Mr, Loos. That is the system in connection with auction markets,
which are in New York, Boston, and Philadelphia, and various other
large cities,

Senator THoMas, Do vou sell any oranges in Florida and that
section of the country? ‘

Mr. Loos. T do not think there ave any shipments of oranges made
to Florida. There are shipments made to the Southeast, A

Senator Troyas, T recall the arrival in Florida some years ago
of a large steamer loaded with Californin oranges for the general
market, which was rather a surprise to me, and that is what prompted
the question.

Mr. Loos, T did not know that that had ever happened. We have
great difficulty in selling oranges in competition with the Florida
oranges. .

Senator Tstoxmas, This was in. 1911 T speak of, in the month of
December.

Mr, Loos. If I may refer again to the price of Italian lemons being
sold in New York at $2.11, which is the average for the last nine
months—the last cargo sold in New York was at a little less than
that—$2.01 per box. That amount of $2.11 is $1.39 less than it cost
the California producers to place the California lemons on the car
in California.
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Senator THoyas., That is a very reasonable sale, is it not; that is
not a typical sale?

Mr. 8. Two dollars and eleven cents is the average for the last
nine months of the sale of 1talian lemons in New York, and the great
bulk of Italian lemons that come in to the United States are sgld in
New York. About one million and a quarter boxes are sold in New
York out of a total importation of one and one-half million boxes
for the past year. )

Senator Trosas, Your product was a little less than 4,000,000
boxes? -

Mr, Loos. Yes, sir,

Senator Tuomas, Is there any surplus stock on hand?

Mr. Loos, To-day?

Senator TuoMas, Yes,

Mr, Loos. To-day there are a larger number of lemots in the pack-
ing houses in California thun ever hefore known at this time of the
year.

Senator Tuomas, Approximately how many boxes? .

Mr. Loos, I can not give you any figures on that, but 1 can say this,
Senator, that the shipments of lemons from California have decrensed
fromn 200 cars a week to less than 70 cars a week, The packing houses
in California are not equipped to store ; there is a very small stornge
space.

! Senator Troyas, When did this condition begin?

Mr. Loos, Tt has taken place in the past three or four months.

Son?tor Tuomas, Principally in the last three or four weeks, has
it not

My, Loos, No: principally in the last three months.

Senator Tromas, Do you not think the appalling calamity of the
great Republican victory has had something to do with this depression
in_business affairs?

Mr. Loos, 1 um afraid T am not qualified to answer that question.

Senator Trnosas, I think if it had gone the other way that that
would have been the cause attributed.

Senator Joxgs, That is true in regard to the cattle market. Every-
body thought the price of cattle would go up as soon as the election
was over, and the result was they held their cattle until after the
election.

Senator Troxmas. They expected the Democrats to win,

Senator Joxes, And then shoved them into the market and the
market went all to pieces, with the result that the election did not
start cattle up.

Senator McCumsrr. It started down the hill so rapidly it was im-
possible to stop it.

Senator JoNes. The bottom fell out after the election was over,

Mr. Loos. The price of Italian lemons in New York, to come back
to this subject, of $2.11, is nearly $3 under the price that the Culi-
fornia grower would have to realize in order to get his actual cost
out of the %roduct. -

Senator McCumper. I wish you would explain how you estimate
the cost of the production.

Mr. Loos. The cost of production is estimated on the cost of
culture, the development costs of the orchard, and the water costs—
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a great deal of this being under irrigation. That and spraying costs.
Of course, there is a great deal of labor involved in the growing.
And then, in addition to that, is the cost of harvesting and trans-
ferring to the packing houses, the rlaces in which they are sorted
and graded and put in the boxes. and all the cost of doing that work.
And this total cost—-

Senator McCumser (interposing). Just a moment hefore you come
fo t%l; total. Do you include any interest in the investment upon the

an(

Mr. Loos. I do not have the detail figures with me, T must say I
can not say whether the interest in the investment is included. You
see, we have had such short notice of this that I got all this informa.-
tion by wire, and the detail figures are on their way from California.

Senator McCunner. Most of the work on these smaller ranches, nt
least, is performed by members of the family, for which they have
no fixed wages themselves, arriving at their costs. Do you include
what they would have to pay if the same labor had been hired?

Mr. Loos. I think wage allowances are made for this. Wage ul-
lowances are made for the labor that necessarily had to be done,

Senator McCumper. If we followed that rule upon the farm there
would not be one farm out of thousands in the United States that
would pay expenses in normal times,

Senator Simyons, T agree with you absolutely.

senator Tuosmas, Mr. Loos, what proportion of the California
femon crop comes into diveet competition with the Ttalinn supply?
Yon have a laree portion of the country that is free from direct com-
petition with Ttaly? : ‘

Senator Nveext, Practienlly evervthing west of Pittsburgh, he
has stuted.

Senntor Tnosmas, Now, proportionately, what is the volume of
vour production that directly feels this competition ?

Mr. Loos. Of conrse, by direct competition T assume von mean
those markets in which the lemon from California is sold side by side
with the lemon from Ttaly? |

Senntor Truomax, Yes: that part of the country which buys in this
market, :

Mr. Loos, Which goes as far west as Chieago?

Senator Tuomas, Yoes,

Mr, Loos, T ean not give yvou the exact figures on that,

Senator Tromas, Oh, T do not expect it.

Mr, Loos, But the proportion of the fruit sold east of the Missis.
sippi River is well over two-thirds, 1 think, of the California crop.

Senator Tromas, And n great put of the tervitory east of the
Mississippi is also free from that divect competition, is it not ¢

Mr. Loos, It is pretty hard to say where the direct competition
ends and the indirect competition begins, Of course, indirect com-
petition is extended all over the country. »

Senator Tuosas, I asked about diveet competition

Mr. Loos, 1 say, it is hard to eay where one ends and_the other
begins, beenuse sometimes Ttalian Temons will be shipped into any
one of those points,

Senator Tuosmas, Chicago is the westernmost point that you men-

tioned in which they appear.
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Mr. Loos, It is the westernmost point in which they have been
offered, but they can go further west when the competitive situation
is such that it will permit them to.

Senator THoymas, Do you know what the freight rate is from Noew
York to Pittsburgh on lemons?

Mr. Loos. No; I do not know. .

Senntor Tromas. Or from New York to Chicago? .

My, Loos, No: I do not know that.

Senator Trosmas. Or from Chicago to St. Lonis? '

Mr. Loos. T do not know any of the freight rates westhound at
present.

Senator Tuosas, You ave familiar only with the eastbonund ?

Mr. Loos. That is all T have in mind at'the present time.

The westhound transportation costs for Hallan tlemons are as follows:

Per box,
To Cheago ... ... .. e e . BT (| X4
To Clucinnati. ... .. . e e e e e e bt T2
To PLUsburgh o . e U4
To Kunsas Clty. .. . .. e . e e s cm——eeae 1,80

The freight rates are quoted In conts per hundred pounds and the above
flirures are reduced to the hox on the basis of a welght of 85 pounds, which
is the estimated welght for Ttalian lemon boxes ixed by the rdtrond tariff,

Senator Tuomas, Might not the westbound freight rates have
something to do with this competition ?

Mr. TLoos, T do not believe the westbound freight rate is any higher
propartionately than the eastbound freight rate.

Senator Tuosmas, Nos T am inclined to think it is less: 1 do not
know. Do you ship any of your commodities by water to eastern
ports?

M, Loos, Not now,

Senator Tromas, When did you last do so?

Mr, Toos, T don't know of any shipment that has been made by
water from Californin to eastern ports, There may have been, but
1 don’t know of them,

Senator Tioyas, Well, is that due to the perishable nature of the
commodity ?

Mp. Loos. Yes: all of the shipments are made in rofrilfm'ator cars,

Senator Tuosas, Of conrse, the transportation from Ttaly to this
country is by water?

My, Loos, In refrigerated ships from there heve,

Senator Tromas, And the same process could be used for water
shipments from California? '

My, Loos. Why, it might be possible. Of course, the transporta-
tion conditions are a little bit different, We have to go through the
canal throngh very hot country. It would he subject to intense heat
while passing through the canal and this the Italian shipments
escape, \

Senator Tromas. In a refrigerated boat they would probably

osculpe?
My, Loos, Oh, yes. ' ) L

Senator Troxas, What T am getting at is this: Do you know of
any action by the transcontinental railway lines by which shipments
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of citrus fruits through the canal are discriminated against, or sought
to be discourafed?

Mr. Loos. I do not know of any particular action. I would im-
agine, of course, the transcontinental lines would attempt to dis-
courage shipments, but whether they have ever taken any definite
action I do not recall at this time. I do not believe I have ever heard
of any definite action.

Senator Troyas, Do you know what the difference would be in the
expense of transportation by the canal and transportation by rail;
hagdyour association looked into that at all?

r. Loos. They are investigating that subject, and have been, but
I can not give you any comparative costs. I do not helieve we have
ever had any definite ‘{ures quoted by way of the canal. The water
rate from Ifaly is very low indeed. It is much lower than the water
rate from Italy to Great Britain, because there is more open cargo
space cominfg to the United States from Italy than goes to Gireat
ritain ; in fact, it often goes begging. The transportation cost to the
Italian grower is from 60 to 70 cents a box. The last cargo that came
into New York paid a little less than 70 cents a Lox. Comparing that
with our transportation cost of $1.50 a box. there is a difference of
80 to 90 cents.

Senator Tromas, And comparing Italy, and I do not see why the
associations such as that which you represent do not look into that
matter and toke it by water transportation, if it be true, as was
alleged during the period of canal construction and since, that water
transportation is so much cheaper than land transportation: and, of
. course, yon can control vour own transportation by water, if it is
available, ~

Mr. Loos. We arve, of course. looking into that, but we have not
vet come to the conclision that it will be any cheaper than we ean
now transport by ril.  You sce, the Italian shil]nwr-—l think 1 made
the statement that the Ttalian grower shipped in steamers having
refrigerating machinery. That is not correct, He ean ship without
vefrigeration. The California grower would have to have refrigern-
tion in going through the canal. That is where he would have his

reatest difficulty, because passing through that canal the cargo would

» subject to intense heat.

Senator Troyas, Even then. if the superiority in cost of water
transportation over rail is what we have been informed it is, you
could bear the added cost of refrigeration and at the same time
largely reduce your freight rate. T don’t think there is any question
about that.

Mr. Loos. If we ean reduce-our freight rate it is, of course, prob-
able that the shipments will be made by water. But so far we have
been unable to see how that can be done. There is at the present time
no equipment available for carrying these products. It would mean
that we would have to get that equipment in some way or'get some-
body to put it in service. :

Senator Siasons. Of course, but would it not very largely pay
you? The United Fruit Co. has done that.

Mr. Loos. It is a large subjlect, and one we are considering very
:ia:efully, but it can not possibly give us any relief for a considerable

e.
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Senator Simmoxns, Do you know anything about whether cargoes
from the Pacific Coast to New York run light on the outward trip?

Mr, Loos. From the Pacific const to New York?

Senator Simarons. Yes; and north Atlantic coast.

Mr, Loos. No; I don’t know anything about that.

Senator Stimmons. You said a little while ago that one of the rea-
sons why water shipments from Italy are so low was because incoming
cargoes were light. I was asking you if that same situation did not
exist with reference to water transportation from the Pacific coast.

Mr. Loos. I can not sny whether the transportation space eastbound
is less in demand than the westbound or not. But, of course, even if it
were, we would not get the same benefit of it, because we would have
to have the specinl refrigerated ships to go through the canal.

Senator Simyons, Well, I assume that you would find that the
water rates would justify your shipping by water instead of by rail,
including the refrigeration, if the bonfs would put in the necessary
machinery to accommodate that condition.

Mr. Loos, It would.

Senator Simmons, Senator Thomas suggests that the packers do it
from the Argentine on meat, Of course, they are not going to put
in that expensive machinery unless they have some assurance they
are going to get vour business. You have first got to ascertain
whether the rate would justify you in using the water instead of the
rail, and after you have done that, I imagine if they have any reason-
able grounds to expect your business, they would put in the ma-
chinery.

Mr. Loos. You do not mean, of course, all ships would?

Senator Simmons, Oh, no; of courss not.

“Mpr. Loos, We would not get the benefit of the reduced cargo rate
available at the last minute hefore sailing as you do on other com-
modities, but this is receiving consideration on the part of the lemon
growers and it is possible they will develop some kind of water trans-
portation, But, of course, that will take a long time to develop, Tt
will require the building and equipping of new steamers, and will
require financial arrangements that will take a long time to con
summate.

The present situntion is one of great emergency on account of the
low prices which the California lemons are selling at. a price during
the last three months that is less to the growers than it costs them to
halrvelst and pack them and place then on the cars, and has re-
sultedd—-

Senator SimyoNs (interposing). I can tell you that the same situa-
tion exists with reference to many of the staple argricultural prod.
uets of the country to-day. :

Senator Tromas, You can not name any exception, can you?

Senator Stumoxs, It would be diffienit.

Mr. Loos, Well, the agricultural products are the ones—some of
them, are they not—that are to huve relief from this emergency tariff
legislation?

Senator StsyoNs, There are a grent many that can not he relieved
if you make it 300 or 400 per cent.

{r. Loos, But here is a product which we believe can bhe velieved,
:m} &f it can, it certainly should hnve the protection of the emergency
arifl.
30422-~21~-—-10
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Senator Simyoxns, Oh, I suppose, if you wonid make the duty high
enough to exclude lemons altogether from Italy, that you could charge
the consumer here whatever prices you might find necessary to make
a profit.

Mr., Loos, That is not the point, Senator. The duty that we are
asking for of 2 cents a pound will not amount to an increase that will
even pay us our cost. It will be simply suflicient to enable us to
weather the storm until more adequate nnd permanent velief is given.

Senator SimyoNs. Of course, vou make out a different case—I see
that clearly—you make out a different case from the ease of the corn
grower, and a different case than he ean make out, He has suffered
as much as you have; his product has fallen on the market 60 per cent
in the year, but the tariff will not help him. The prices of the tobacco

rowers have fallen, I think, nearer to 70 per cent than 60 per cent.
ﬁ‘lw tariff will not help him, But yon do make out a case where I
think the tariff will lw']p you. Of course, the consnmer would have
to pay it, but the consumer would not pay more than a reasonable
price, if he does pay it.

That, to my mind, is the situation. T think you have made out
different case from many other agricultural products.  The tariff
will help you a little: but, of course, it will not recoup your losses,

Mr, Loos, No: we do not expect that at dll, to recoup our losses.
We expeet some return that will pay the trahsportation and thg hae-
vesting cost. A\t present, every time the grower picks a box of
lemons and puts them on a freight ear, he adds 21 cents to his loss,
The other losses will go on and you enn not stop them.

Nenstor Simsoxs, If vou had a prolibitive market and had this
market to vourselves, unless vou could combine under the present
conditions, yon prohably could not get a price that would equal the
cost of production. _

Senntor Trosas, That is beeause the people would stop buying,

Seantor Sivsoxs, Beeause the people would stop buying.  That
is the cnse with many products,  They have got practically no Ameri-
enn market and they ave not able to seil their product on the market
at anything like the cost of production.

My, Loox, That is. perhaps, in some cases, due to the surpluses that
have been built up.  But here we have a perishable commadity which
must be sold as rapidly as it reaches the market, of which there can
be no surplus built up.  And there is a market for it. It is u food

wodnet in constant demand, but with the fast incoming tide of
lmncms at prices which the Ttalian lemons have been selling at———

Senator Trnosas (interposing). Right there let me ask you n ques-
tion: Are the importations of Ttalinn lemons increasing ¢

My, Loos, They have increased 76 per cent during the last year,

Senator Tromas, What is the proportion of increase in the last
two months, if you know?

Mr. Lous. T have here the monthly receipts at New York, and that
is the port at which the great majority of the Italinn lemons ave re-
ceived, showing that in September there were 45401 boxes re«rel\'od_:
in October, 308105 in November, 15,993: and in December, 30045,
That is in 1020,
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Senator Tuomas, That is o rise ngain?

Mr. Loos, Yes, sir,

Seantor Toomas, How does this compare with similar shipments
in corresponding months in 1919¢

Mr. Loos, In 1910, in September, it was 46,000, 1,000 higher: in
October it was 20,000, 3,000 legs than 1920: in November it was un-
ustnl, 87,000 boxes, as against 15000 boxes this last vear.

Senator Tuosmas, And December?

My, Loos, In December it was 42,000 as against 30,000 hoxes this
last year, '

There is, of course. 0 sensonnl fluctuntion. The largest shipments
come in in the summer months: that is when the largest consumption
of lemons oceurs, but for the year ending October 31, 1920, n< neninst
1919, the total has incrensed 76 per cent. :

I just want to eall attention, also, to this fact, which is very signifi-
cant : T have spoken of the difference in the cost of transportation for
the Italian lemon growers as against the California lemon grower,
showing a difference of 80 to 90 cents a box in favor of the Ttalinn
rrower, The duty contained in the present bill of 1) cents a pound
mrely equalizes that difference in transportation costs alone ns he-
tween the Ttalinn and the Californin grower, It does not give ns
anything to go on to offset the lower production costs of the Ttalinn
as comparad with the Californin grower, Nor does it give us any-
thing to go on to meet the present disadvantage due to the exchange
situation.

Senator ToMas, Now, is not that the crux of the whole situation?

Mr. Loos, That, of conrse. necentuntes all of the difficulties: all the
_difficulties are accentunted i,y the exchange situation,

Senator Tuomas, Suppose we should give you this tariff of 2 cents,
and next yvear the exchange hetween the itafian lira and the Ameri-
can dollar should have a sudden fall, would we not then have to in-
erense vour duty to meet that added duty due to the lower fluctua-
tion,

Mr. Loos, Well, if it was to exactly equalize——

Senator Trnomas (interposing). No: but would it do you any good,
if heeause of the continued falling of the exchange this product
~hould continue to come in?

Mr, Loos, Every little is going to help a lot,

Senator Trosas, [ do not see how that helps the consumer,

Mr. Loos, Understiand, this duty is not going to enable us to sell at
n profit.  This duty is simply going to give us a chanee to get by the
hard times nhead for the next year.

Senator Trosmas, That is. this duty is intended to lift. you over
the present emergency? .

Mr, Loos, That is owr iden. -

Senator Tunomas. By requiring the American consumer to hear the
burden which otherwise would fall on you?

Senator McComper, The American wholesaler. vou might say.

Senator Tuosmas, The consumer is the man who ultimately pays.
I am not saying that is the "prm'oss that would effectuate it, but that
is the process that would effectunte it, if at all. T do not see, to be
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frank about it, how it would effectuate it, because it does not reach
the crux, which is the collapse of the markets. .

Mr. Loos. But for the reasons explained before. I do not believe
that the retailer, or the retail prices, are going to be much affected
by this duty, if it is imposed. I think this Eresents a little different
situation from that ordinarily presented, because here we have a
product that has not shared in the general increase of prices during
the war period to the same extent that prices and commodities in
general have, and the retailers’ margins to-day—if in fact the retail
(%rices have been kept up—are based upon a normal selling price of

alifornia lemons. Those markets have not greatly increased by the
abnormally low price at which lemons are now selling, and if those
selling prices get back to normal with the retail market in the condi-
tion in which it is to-day, there seems every reason to believe that
the retailer could not advance his price, and the consumer would
pay no more than he does to-day.

Senator JonEs. It has been stated here that if we amend this bill,
that as a practical proposition we will not be able to pass it through
this session of Congress. In that view of the case. do you want to
insist on an amendment to this bill, increasing the duty to 2 cents
a pound on lemons?

r. Loos. That, of course, is a very difficult question.

Senator Simmons, What is that question, Senator; I did not
catch it? .

Senator Jones. It has been stated here, as a practical proposition
that if this bill was amended it would not get through this session of
Congress. I have asked him if, in view of that situation, he. was
insisting on an amendment to this bill.

Mr. Loos. If an amendment to the bill would defeat it——

Senator JonEs (interposing). You are rei)resentin your interests
and are here speaking for those interests. I would like to get your
view of it. .

Mr. Loos. I will try to give it to you. If an amendment of the
bill would defeat it, of course we would rather have the 1} cents a
pound than the present tariff. But if the bill could be amended
without defeating——

Senator Jones (interposing). What is your view about it; do you
think the amendment would defeat it?

Mr. Loos. I am not familiar enough with the legisiative processes
to say.

Senator Jonrs. I would Jike for you to get information around the
Capitol and around Washington and find out whether an amend-
ment to this bill would cause its defeat «: not.

Senator Tuomas, The chairman of the committee announced the
" other day that he thought it ought to pass with modifications. That
means amendments.

Senator McCumper. You probably have the right to assume that
every amendment suggested would receive the serious consideration
of both branches of Congress.

Mr. Loos. I assume so.

Senator McCumber. And that any good amendment ought not

to kill it. .
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Senator Jones. I wii ask the chairman pro tem, will it do it?
Senator McCumBer., My opinion is that we ought to get the bill
right and let it take its chances.

r. Loos. Of course, I do not want to do anything that will jeop-
ardize the bill. We are here seeking a duty on lemons; something
which will carr%vus through a very serious situation in which we
find ourselves. We believe a cent and a quarter is not sufficient to
give us adequate relief, even for a temporary emergency, but we
would rather have that and not have the two cents for which we are
asking if an amendment to two cents would in any way jeopardize
the prompt passage of the bill,

Senator CaLpEr. You said a little while ugo that the importation
of lemons had increased 76 per cent in the last year.

Mr, Loos. Yes, sir.

Senator Carper. Will you tell us whether the importations fell off
considerably during the war?

Mr. Loos. They did.
hSex%a.tor Carper. There were no importations to speak of, were
thera

Mr. Loos. Yes; there were substantial importations.

Senutor Carper. But the importations during the war years were
much less than in the ?lrewar years?

e

Mr. Loos. Yes; much less.
Senator Carper. Were the importations in 1920 greater or less

than in the prewar years? For instance, were the importations in
1920 greater or less than they were in 1913 or 1914 or 1915¢

Mr. Loos. My figures here for New York go only back to 1916,

Senator Carper. How about 1916; that is the year beginning 19167

Mr. Loos. Italy was in the war then.

Senator CaLper. Italy was in the war then?

Mr. Loos, Yes. I can get those figures for you.

Ser(llator Carper. I wish you would get them and put them in the
record,

Mr. Loos. I can get them by wire from New York. T will file them
with the committee.on Monday.

Senator McCumner. Very well, that will be ih time.

Dports of Halian lemons sold in New York City.

PREWAR PERIOD, WAR PERIOD,

Yeor ending Oct, 31— Hoxes, Year ending Oct, 31--- Boxes.
551 1 NS 1, 527, 330 1015 et e 1, 222, 982
1912 e 1, 882, 683 1916 . 1,281, 279
L E4) S 1, 987,812 j £12 i (U 1, 025, 731
|LE1) 1 S, 2, 198, 171 1018 e 881,420
L1 Lt S 784,438

Average of prewar pe- Average of war pe-

od. e 1,772,749 riod o eea 1,035, 171
d 20 e s e e e ot e o s e mom 1, 266,978

The ahove figures are the nctua) sales at nuctton in New York of imported
Italtan lemons,  Our records do not show the total fmportations for the entire
Unfted States for all of the years given. During the year ending October 31,
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1920, the total United States imports umounted to 1,553.374 boxes, as compared
with the total of New York of 1,200,978 hoxes. In view of the fact that the
great proportion of imported lemons are received at New York and there sold,
it s believed that the foregoing tigures are representative.

Senator McCumser. Now, is there anybody else who wishes to be
heard on this subject this afternoon? Is there any witness who wants
lt‘o{ bedheard‘this afternoon? If not, we will not have a meeting until

onday.

The‘%ommittee will stand adjourned until 10.30 o’clock a. m. on
Monday, to meet in this room.

Mr. 8. I thank the committee very much for the courtesy ex-
tended me.

Senator McCumser. We are much obliged to you.

(Thereupon, at 12 o’clock m., the committee adjourned, to meet on
Monday, January 10, at 10.30 o’clock a. m.)




MONDAY, JANUARY 10, 1921,

UNiTED STATES SENATE,
ComMmiTTeg oN FiNaNce
Washington, b. .

The committee met pursuant to call in room 310, Senate Oftice
lfulujll«ling, at 10.30 o’clock a. m., Senator Porter J. McCumber pre-
siding.

Present : Senators Penrose, Smoot, McCumber, La Follette, Me-
I];oan, Calder, Sutherland, Simmons, Thomas, ("}ore, Nugent, and
Jones,

Senator McCumser. Senator Ransdell, did you wish to be heard
this morning ?

Senator Ransvrrr. Mr., Chairman, yes; the Louisiana sugar
growers would like to be heard. Senator Gay and myself are here
with them, and if the committee is ready now I would like to present
Mr. .Robert E. Milling, who is himself a sugar grower aad thor-
oughly familiar with the Louisiana sugar situation. and who will
stute the case briefly.

Senator McQuryser. We will be glad to hear from you, Mr. Milling.

STATEMENT OF MR. ROBERT E. MILLING, NEW ORLEANS, LA,

Mr, MiLLing. Mr. Chairman and gentlemen of the committee: If
there is no objection on the part of the committee, I wish to make a
brief statement, and if any member of the committee desires there-
after to ask me any questions I would be pleased to answer them.

Senator McCusner. Very well.

Mr. Miuina. As I understand. the only question so far as the
sugar interest is concerned, is as to whether or not the amendment
proposed by Senator Gay of Louisiana to include sugar in the emer-
gency tariff be adopted. We will not go into discussion of the
necessity of the bill, because it seems to be universally conceded that,
the agricultural interests of the United States are in such depressed
condition on account of the decline in prices that it is imperative that
some remedial legislation be enacted. This bill has been presented
to you from the Tlouse. It failed to include sugar, Upon its pre-
sentation to the Senate an amendment has been offered to include
within its provision a duty upon sugar, and the question presented to
you is, shall this amendment be reported as part of the bill? To de-
termine this question the committee will necessarily determine—

151
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First, Are the market conditions of sugar such as to justify the im-
position of the tariff? Second, Would the tariff be fair to the con-
suming public? Third, Would such tariff yield substantial revenues
to the Nation?

Senator McCuMpen (interposing:. I would say that as to report-
ing this bill, I do noi think any of the committee l‘/mve any considera-
tion whatever for the question of revenue. That will be taken care
of in a new revenue bill. The whole purpose of introducing this
bill, in the first instance, in the introduction of it in the House and as
presented by certain members of the committee, was to take care of
certain agricultural products that they felt could not properly await
the revision of the revenue laws,

Mr. MiLuing, Certainly. I only conceived the idea of discussing
that phase of the case and showing the material benefits in the way
of increased revenue to the Nation because of the difference in opinion
between members of the two great parties on the question of tariff.
We understand that it is the theory of the Republican Party to im-
pose a tariff on commodities that will protect and foster the indus-
tries of the United States, whereas the other party adheres to the
theory that no tariff should be imposed except to yield revenue, and
that a tariff should be imposed upon those commodities which pro-
duced the greatest amount of revenue without regard to the protec-
tion of the industry. If this latter class could Le appealed to and
shown that this emergency tariff would likely. in the next 10 months,
yield from $75,000,000 to $100,000,000 in revenue, it might have the
effect of causing some Senators to support the measure who other-

" wise would not do so. :

But, accepting the suggestion of the honorable chairman, T will
not discuss that phase of the question further, but will confine myself
to answering the first two questions propounded.

First. Are the market conditions of sugar such as to justify the
imposition of the tariff? .

o answer this question it will be necessary to take into considera-
tion the market price of that commodity at the time of planting and
cultivating the present crop. and the costs incurred in producing
same. “"f;en the 1920 crop was planted, and during the whole time
it was growing, all costs of production had reached the maximum,
which was the highest, perhaps, known in the history of the United
States. In order to successfully grow a sugar crop it is necessary
that there be rapid and thorough cultivation, liberal application of
fertilizers, and the purchase of all things necessary to promptly and
efficiently operate a large plantation. Those costs in 1920 were three
times their cost prior to the breaking of the World War.

For example, the cane producers of Louisiana paid $65 to $85 per
ton for fertilizers, which prior to the war cost from $18 to $25. They
paid $6.25 to $6.50 per bushel for clay peas. which are used at the
rate of 13 bushels per acre in sowing-one-third of the plantation, to be
plowed under the following fall as a fertilizer. Thesec peas prior to
the war cost $1 to $2 per bushel. They paid for the necessary mules
upon the plantation from $350 to $450 per mule, whereas prior to
the war such mules cost from $150 to $225 each. They paid from
double to treble the price for plows, gear, implements, and all kinds
of wagons and machinery of every description. They paid a heavy
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increase in freight rates in transporting all of these commodities to
the plantation. .

These costs being enormous, nothing short of afull crop and a price
based upon production costs—in fact, a price of from 15 to 18 cents
per pound—would have brought the sugar producers out without a
loss. But instead of having a full crop they harvested hardly a half
crop, and instead of the price being from 15 to 18 cents it is less than
half that amount.

So with these statements, which can and will be substantiated by
figures given by Mr. Chafle, who will follow me, it certainly is proved
beyond controversy that the sugar producers of Louisiana are a class
of agriculturists that are suffering as much as, it not more than, any
other agriculturist in the United States from the rapid decline in
price. In fact, gentlemen of the committee, you can hardly conceive
of the conditions. They are appalling. We have faced floods from
the Mississippi River: early freezes; seen the crops of whole planta-
tions destroyed by these disasters; but never in the history of the
industry has it been in the condition that it is to-day.

This is easy of illustration. For example, take a place that in
1913 cost $100,000 to grow the crop up to harvest time. Su gose
that crop had been destroyed entirely so that not one cent had been
derived therefrom. The loss would have been $100,000. That
same crop this year has cost about $300,000, and, harvesting only a
half crop. the gross returns from the same will not amount to over
say. $100,000 to $150,000, so the owner of that plantation, instea
of being in debt to the extent. of $100,000, the amount he would have
owed in 1913 if his crop had been entirely destroyed, does, at the
end of this, the 1920 season, owe a much greater sum.

-And what further confronts him? ill he be able to discharge
this debt in the future by receiving high prices? No. Virtually
we are back to prewar prices, and he is confronted with a heavy
debt that has been contracted on the basis of expecting to receive a
high price for his product and paying a correspondingly high price
for the production.

We have understood that the argument has been made by some
that the imposition of the proposed tax wounld have the effect of
simply benefiting the manufacturer of sugar and not the grower of
cane. That is not true with reference to Louisiana, for by agreement
in the early part of the season when they were confronted with no
market and an absolute sacrifice of their cane based upon the price
of sugar if forced upon the market, agreed with the manufacturers
that they would deliver the cane to the factory, receive an advance
thereon. and would accept settlement in full based upon the actual
amount received for the sugar when sold. The contract entered
into is usunally to give the cane producer the value of 100 pounds of
sugar for a ton of cane. .

Senator S»moor. You are very fortunate as compared with the
beet-sugar manufacturers? .

Mr. MiriNe. Yes. I understand that they bought at a fixed price.

Senator Syoor, They had a contract? .

Mr. Minuine. They had a contract at a fixed price.

Senator Smoor. And that contract of all the growers was to pay &
minimum of $12 a ton?
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Mr. MiuiNne. The manufacturer, however, is much better off
:}um the grower, for he is purely a manufacturer, and in our sec-

ion——-

Senator S»oor. Yes; I say he is.

Mr. MiLuNG (continuing). Pays for the cane on the basis of the
.market price of sugar. The trouble, however, is that almost every
manufacturer is also a grower of cane, For examg‘le, take a plan-
tation that has raised, say, a half crop in 1920, The cost is any-
where from $10 to $14 a ton, whereas the value of that cane is only
$5.50 to $6 a ton based on the price of sugar.

The situation, gentlemen, is simply that the sugar industry of
Louisiana is in dire distress. Men who have been in the business
for a lifetime and who have encountered every conceivable disaster
that has ever befallen a sugar crop and who have successfully com-
bated all such obstacles are unable to finance themselves for the
coming crop. I know of farmers who have passed through all these
disaster without being forced to the necessity of executing a mort-
gage upon their plantation. Such plantations are still unencum-

ered, though the indebtedness of the owner is very heavy. Taking
into consideration the debts that are owed, I doubt if such planta-
tions could even finance themselves by executing a mortgage 1f they
covered their present indebtedness. In other words, the country
is so demoralized and financial interests are so timid with refer-
ence to making advances that there is a poor prospect, so far as the
great majority of the sugar producers in Louisiana is concerned,
of receiving financial aid for the ﬁgrowmg of the coming crop.

Senator Giore. What else is that land suited to?

Mr, Miruine. It will raise rice, but rice is as bad off as sugar this
year, perhaps worse. 'Those lands are very fertile and will grow
almost any crop, but the most snccessful crop that can be grown on
them is sugar cane. While the lands are as_fertile, they are not as
good corn lands as those of the North und West. Cotton grows to
enormous size, but does not fruit. In fact, the experience of 100
years has shown that they are better adapted to cane as a money crop
than any other. . )

Senator NuakNT. Is it not true that the conditions you complain of
confront practically every industry in the country? )

Mr, Mizuine. I think so; especially the agricultural industries; and
for that very reason I think that sugar should be included in the bill
and a substantial tariff imposed thereon. L. ‘

Senator Syoor. Beet sugar is worse off than anything in the United
States. But, of course, I am not going to put beet sugar in here. I
want this bill to pass as it is. If you load it up with amendment it is

one.
. Senator RaNsvrLL, Let me ask if the beet-sugar situation does not
apply to the beet manufacturers rather than the growers, and if the
growers are not getting from the manufacturers a pretty fair price for
their products? . ‘

Senator Smoor. Certainly. o

Senator Ranspern. And that there are only a limited number of
manufacturers? . .

Senator NueenTt. You would not think so, Senator Ransdell, if you

should hear the beet growers talk.
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Senator Syoor. For instance, if you take a manufacturer and de-
stroy him, how are you going to raise beets?

Senator RanspeLL. I do not want to destroy either the manufacturer
or the grower. But there are a great many more growers than manu-
macturers, as Mr. Milling has stated. In our case, nearly all of the
manufacturers are also growers; they catch it both ways.

Senator Syoor. In the sugar-beet industry they are in a horrible
condition, T am expecting now to call on the Federal Trade Commis-
sion to begin action against them for losing money, to see if they can
send them to the penitentiary for that.

Senator NucenT. I do not think there is any danger of that.

Senator RanspeLn, Not with the new chairman.

Senator Nuveent. I am not chairman. ~

Mr, MinLing, If Senator Smoot will pardon me, I suggest that it
would seem to the sugar producers that it would not be fair to offer the
argument that if sugar is included in the bill the same will not
pass. If it is just and fair to the sugar producer to include sugar in
the bill, and that is the judgment of the committee, then the amend-
ment should be adopted by the committee, the bill reported, including
the amendment, and the question submitted to the Senate, and if in the
wicdam of the Senate they found that sugar should not be included,
tney would have a perfect right to strike it from the bill,

. hﬁnator Syoor. I know it is not fair; but T know the situation ; that
is all,

Mr. MiLiiNe. 1 think you are mistaken as to the situation, Senator.
I do hope that sugar can be inclunded and that the bill can pass with
the amendment.

Senator Gore. Do you think the sugar people are in uny worse
: shﬂ)e than the cotton people? .

r. MiLruing, Senator, that is difficult to say. They are not in
worse shape than the cotton people who have operated their cotton
plantations as most of the sugar planters have theirs. The very small
cotton farmer might get along better than the sugar farmer where
he has been able to raise everything he needs at home. But the larfge
sugar plantation, like the large cotton plantation, operated on the
gang system. takes money every pay day to pay off the hands;
whereas I know of some cotton farms that are run by furnishing the
tenants something to eat and wear, which the owner furnishes out of
the plantation store, and somethimes buys the goods on credit.

Senator Smoor. I do not want you to get a misunderstanding from
what I said. T do not thjnk there is an article in the United States
that needs to receive assistance for an emergency as does the sugar
mdustri; of the country. But I take the position that if we are going
to get this bill through and get it into law, we can not begin to load
it up with amendments. I have at least a thousand letters and tele-
grams asking that other items be put in. .

I make that statement just so that my position will be understood.

The CHarMAN. Senator, somewhat for my own information, I
w(éuld lil;e to ask, Is there anything more important than the sugar
industr,

Senag:)r Ssoor. They say there is not, and that there is not an in-
dustry in the United States affected like the beet-sugar industry.

Senator (Gay., And cane also.
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Senator Smoor., Cane is a little better, because cane did not have
to pay the big price. The beet-sugar industry had a contract for a
minimum price of $12 a ton for beets; and, in fact, only day before
zfsterda the heads of the sugar companies were here and have been
o Nlew ork for a week trying to get millions of dollars to make up

e loss. :

Senator Gay. If you will pardon me, the cane manufacturer in
Louisiana, the man who manufactures sugar, is generally the grower
of his cane.

Senator Smoor, He buys cane, does he not ¢ 4

Senator Gay. Only a small proportion of that that is grown.

Senator Smoor. So far as that i1s concerned, it is the same,

Senator Gay. About the same, I should judge.

Mr. Mizuine. The sugar man in Louisiana—while the beet. manu-
facturer paid $12 a.ton for his beets—most of the plantations in
Louisiana paid $12 to $15 a ton for the cane grown in the fields,

Senator Smoor. $12 a ton for beets, with $1 spread, which Mr.
Hoover said was proper, would get $11 now for sugar that they ave
just selling. It cost us this year $9.54 to make that sugar; they are

selling it to-day for $7.49. ) )
Mr. MiuLing. There is no doubt about their suffering a great loss,

Senator. o
Senator Smoor. And 1,250,000 bags for one company is going to run

into a large sum of money. .
Senator NuceENT. That same sugar was sold last fall, if my recol-

lection serves me, at $24 to $27 a hundred.

Senator Smoor. Idaho sugar was not. )
Mr. MiLuine. I think the Senator is mistaken. Sugar did sell at

$24, $26, and even $30 per 100 {Jounds, but it was sugar brought into
this country by speculators. 1 know that Louisiana sugar sold at
18 cents, the price agreed upon with the Government.

Senator SMoor. The average price last year of beet sugar in
Idaho—some less and some a little over—was $12 a hundred. That
was the average price, and, of course, they want to send them to
the penitentiary for losing the money.

Mr. Mmine. I understand one of the arguments urged against
this bill is that the sugar people sold at such a high price last year
they made so much m~aey that they can cover their losses. But the
fact is that when sugar was selling at 30 cents a pound some of our
unsold Louisiana sugar was sold at the agreed price of 17 cents,
although without Government restriction it would have brought
much more. We did not sell in excess of that price, and when the
Government fixed that price there were any number of contracts
already signed at 21 to 23 cents a pound for that same sugar. Those
contracts were canceled and the sugar delivered at 18 cents, the price
the Government thought was fair, taking into consideration the cost
of production of the crop of the year 1919. It is true that sugar was
sold at enormously high prices, priées entirely unjustified, but that
was brought about by speculators who bought and sold foreign
sugars, and the producers received little or no benefit therefrom.
The extremely high prices existed after the disposition of the Louis-
iana crop. Their crop was sold for 17 cents for clarifieds and 18
cents for plantation granulated, and we were only permitted to re-
ceive this price for the reason that the cost of production and the
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shortness of the crop was such as to convince the Attorney General,
who was acting as Food Administrator, that in order for the industry
as a whole to equal the cost of production that it was necessary to
receive this price. '

Senator RanspeLL. Is it not also true that the crop of 1919 cost
so much and was such a poor crop that even at the price of 17 und
18 cents there was really no profit to the producer?

Mr, MiLuing. There was no profit, taking the industry as a whole,
In fact, the sugar producers have not been permitted to make profits
since the entry of the United States into the war. During the war,
in fact, almost from the moment that we entered the war, sugar was
singled out as the one commodity to be controlled. The price of raw
sugars rose in New York to almost 8 cents per pound, but the Food
Administrator took charge of the situation and only permitted the
Louisianians for the crop of 1917 to sell their raws at 6.35 cents and
their plantation clarifieds at 7.25 cents, less 2 per cent. In 1918 they
were called upon to produce their cost sheets, and a price of 7.35
cents per pound was fixed as a fair price for the raw sugars, 9 cents
for granulated less 2 per cent, and other plantation direct consump-
tion sugars at lower prices. In 1919, as just stated, again considering
the cost sheets and the shortness of the crop, the price was fixed at
17 and 18 cents.

In 1920 the price declines to where it is lower than the price fixed
by the Government during the first year of the war, and yet the cost
of production is almost three times the cost of that year, and we are
told tl.at the Congress of the United States is so prejudiced against
sugar, or are so incensed at the high price that they were forced to
pay for sugar during the early part of 1920, that this condition would
not appeaf to them in the slightest, but that they would persist in
defeating any measure which carried any provision for the slightest
relief of the sugar producer.

We can not believe but that those who hold this opinion are mis-
taken. We believe that the Congress of the United States as a whole
is fair and just: that they are neither one-sided nor prejudiced; and
when they are thoroughly cognizant of the true facts with reference
to the desperate condition in which the sugar industry is placed. that
they will not only feel it a duty but will consider it a pleasure to
support this measure, giving relief to the sugar producer.

Senator Syoor. T know one Hawaiian concern that has lost over
$11,000,000 since I was there in August. I know when I was over
there a month or two before that they were paying Japanese clerks
as high as $1,800 a month. They figured on the basis of the price of
sugar.

Senator Nueent. How much, Senator?

Senator Sroor. $1.800 a month to clerks.

The CuairmaN, $1,800¢

Senator Smoor. They had a contract for the price of labor. Why,
ordinary Japanese women there were drawing $11, $12, and $13 a
day. It was all based on the value of sugar, at what it was to be
sold for at the time.

Senator NueenT, They received certain fixed wages, plus a bonus,

Senator Smoor. Yes. It was a bonus upon the increased price of

sugar, by steps, you know.
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Senator Nuoent. As I understand it from the testimony given
before the Committee on Territories in respect to this Hawaiian re-
habilitation bill, those sugar growers evidently heaped coals on their
own heads who brought those Japanese in there, because they worked
for a less price than the Hawaiians,

Senator Syoor. I want to say this, that in all due respect that the
Hawaiians would be an absolute failure without the Japanese.
America would not. But they could not run the Hawaiian Islands
without the Japanese.

Senator NuaenTt, Evidently, the Japanese take control, practically
speaking, of every country they go into. That is the reason for the

ght against them on the Pacific coast, in California particularly;
and the same thing is extending into Oregon and Washington States.
Recent newspaper publications indicate that they have ordered the
Japanese out of Texas.
enator Smoor. They are too everlastingly industrial.

Senator NucenT. They live on a little or nothing and work for a
little or nothing.

Senator Symoor. We have never found any people on earth that wil
do that work in cane sugar in the Hawaiian Islands compared with
the Japanese.

Senator Tuomas, It is human nature with the Jap. He does what
all other nations do when opportuaity offers.

Mr, MiLuing. I suppose we will all agree that the sugar industry
is such that it ought to be taken care of if it is possible to do so.
Therefore, it being an agricultural product and this bill being par-
ticularly for the purpose of taking care of agricultural products,
it does seem to us there would be no good reason why sugar should
not be included, so far as the producer is concerned.

We will now consider the question, Is the proposed tariff fair to
the consuming public?

In order to answer this question we must first consider whether
or not the consuming public have themselves profited by the grow-
ing of the 1920 sugar crop. Figures could be produced to prove that
from 90 to 95 per cent of the value of every pound of sugnr produced
in Louisiana is distributed for the cost of production. Such distri-
bution is very broad. An important item is labor. We purchased
mules and other farm animals from Missonuri. Kentucky, Tennessee,
and other Western States, We purchased peas to be sown for fer-
tilizers from Kentucky, Tennessee, and North and South Carolina,
Georgia, and Mississippi. We purchased fertilizers from Missouri,
Illinois, and the various cottonseed mills throughout the South.
We ({mrchased machinery, tools, and other impﬂaments manufac-
tured from the steel and iron produced in Pennsylvanin and Ala-
bama. We contribute largely to the support of the railroads pass-
ing through the sugar section in the way of freights upon cane and
cane procfu(-ts. The price of all these commodities were very ex-
cessive this last year. We paid for mules from $350 to $450 as against
a prewar price of from $150 to $225. We paid for corn with which
to feed those mules $1.68 to $2 per bushel, whereas the prewar price
of that commodity was about 50 or 60 cents per bushel. We paid for
clay peas to be sown as fertilizer from $6 to $6.50 a bushel, whereas
the prewar price was around $1 to $2 per bushel.
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The various individuals and industries that furnished us these
commodities are to-day consuming our sugar. Would it not be fair
for them to pay a price for the sugar that would be somewhat com-
mensurate with the price we paid them for the various articles mak-
ing up the cost of the production of sugar?

Suppose that we ignore entirely the medium of exchange. Sup-
pose that the gentleman who sold us mules at $400 apiece had agreed
with us to take so many pounds of sugar at the then market price to
make up that $400 payable the next fall, or the small farmer who
sold us peas at $6.50 a bushel had agreed to take payment in sugar
at the then market price to be delivered when the then growin
crop was produced. He would not have felt that he was overreache
or imposed upon by the fact that the sugar was worth less when he
received it than at the time he contracted to receive it and gave his
commodity in exchange.

It this phase of the case was presented to the Members of Con-
gress who represent that constituency known as the *small farmer”
and the laborer, I believe their sense of fairness would be appealed
to and they would at least at once see that there was no injustice in
imposing the tariff so as to bring the price of raw sugar up to 8
cents, which would have the effect of giving the refined sugar to the
public at 11 cents retail. We therefore conclude that the imposition
of this tariff would be no injustice whatever to the consuming public,
but, on the contrary, the consuming public would be getting sugar
at a less price than the cost of production justifies,

Remember that we have not been asked that you put a tariff on
the sugar large enough to entirely take care of the sugar industry
or entirely recoup the losses of the producers, but have asked you

- for just enough to keep the producer in the business and at the

same time low enough to be entirely fair to the consuming public.
To impose this tariff would increase the value of sugar about $50
per ton. This in hundreds of instances would mean the difference
hetween the cessation of operations and the entive loss of property
and the going on with operaticns and the ultimate saving of the prop-
erty to the owner. Present creditors seem to be disposed to carry
over the amount of their debts, but they are in a number of instances
refusing to make further advances. Two and a half cents a pound
additional upon the sugar now in the hands of the producers would
furnish means with which a crop could be pitched and partly culti-
vated and would put the farmer 1n a position where later on he likely
would receive advances.

We feel that the tariff should be imposed; that the amendment
should be adopted. With the imposition of this extra tariff the price
of raw sugar would reach 8 cents. When the market price yields
8 cents, then the emergency tariff would come off entirely.

It is true that 8 cents a pound for raw sugar would not pay the
cost of production, but the producers, recognizing the fact that read-
justment must take place, are willing to be reimbursed only a portion
of their losses, and only to such extent as will enable them to remain
in the business.

Senator Symoor. You want to increase the tariff?

Myr. MiLrine,. We want to increase the tariff 3 cents on 96° cen-
trifugal sugar., The emergency tariff would come off if the price
reaches 8 cents,
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Senator Raxsperr. You mean when the selling price of sugar
renchgs 8 cents such tariff as is placed on by this bill would then
cease?

Senator Smoor. The emergeney tariff, as I say.

Senator RaxspeLy., Yes; woul({coase at that time,

Mr, Mirrixa. For instance, when this bill was offered in the Senate
it took 8 cents to bring the price up to 8 cents, Sugar has advanced,
and it would require only 2} cents tariff to bring the price to 8 cents
per pound under the bill to-day, if it was to pass.

Ser;ator SurHerLaND, Is that the retail price or the wholesale

rice
P Senator (3ay. That is the price of raw sugar.

Mr. MiLuine. That would make refined sugar to the consumer at
about 11 cents, and that is not a high price as compared with the
price of other commodities.

We deem it useless to go into a discussion to show you the relative
value of these various commodities. You ave all familiar with that.
But I should do so, if necessary. I thank yvou. gentlemen, for having
listened to my statement.

Senator Ransperr. Mr, Chairman, I will now introduce Mr. Joseph
B. Chaffe, of New Orleans, who is chairman of the sugar exchange
there and thoroughly familiar with the whole q uestion of the cost of
pro;l]ucing sugar and handling it, and everything in connection
with it.

The CuairmaN, The committee will be glad to hear the witness.

STATEMENT OF MR. JOSEPH B. CHAFFE, REPRESENTING THE
AMERICAN CANE GROWERS' ASSOCIATION OF THE UNITED
STATES, NEW ORLEANS, LA.

Mr. Cnarre. The best way I can do that, sir, is by referring to the
figures of cost in 1915 and the figures of cost to-day.

The Cuamman. Are they not conceded to be vastly greater?

Mr. Cuarre. T hope so. Senator.

The Cuamyan. Then, what is the good of going into that to any
great length?

Mr. Cuarre. That is for you gentlemen to decide,

Senator Smoor. Have you got them in table form?

Mr. CHAFFE. Yes, sir.

Senator Ssoor. Then put them in the record, and we will have
them there.

Mr. Cuarre. All right, sir.

I will say, however, that the costs of the 1920 crop show
that 334 per cent addition above the average cost of the pre-
ceding three years is about as close as any of these affiduvits that
we have here claim. There are some that are so high that they are
bound to be s?ecial instances of ill luck--the army worm, too much
rain, or something of that sort. But the average cost per ton to pro-
duce cane this year was in the neighborhood of $13—$13.04 to give the
average of a compilation of 54 figures given me. In good years we
only get an average of 145 pounds of sugar from a ton of cane in
Louisiana. Less in 1920. So in comparing us with beets you must
bear in mind that we get 100 pounds less of product per ton of cane
than is received per ton of beets.
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Senator Syoor. Nearly so.

Senator RanspeLL, What are you getting for 145 pounds of cane
now which costs you $13.04 ¢

Mr. CHAFFE. About $8.60—$7.90 a hundred less 2 per cent is the
price of bone-black refined sugars, and our price is about a cent a
pound below that, sir. :

Senator RanspeLrL. How much average loss per pound does that
show on every pound of su,;ar you manufacture at the present time
at the present selling price '

Mr. Cuarre. I have so many figures per ton of cane and pound of
sugar that I will have to look them up. I do not know that I have it
in per pound. . .

Senator RANspELL. Any way you have it, so we can get it.

Senator Smoor. If a ton cost $18.04 and a ton makes 145 pounds
of sugar— )

Mr, Cuarre (interposing). Yes, sir,

Senator Smoor. And for that you get $8?

Mr. Cuarre. You have the mamlfacturinﬁ‘costs at $4 a ton.

Senator Smoor. We are getting at that. That is what you get ?

Mr. Crarre. Yes, sir.

Senator Smoor. So there is $5 on a ton of sugar on 145 pounds,
plus the manufacturing costs?

Mr. Cuarre. Which is $4, sir.

Senator THoMas. Does your amendment, Senator, contemplate
making the same exceptions for Cuban sugar as the general law

Senator Gay. May 1 state, as the author or introducer of that
amendment that this does not change the existing tariff; that it
simply is an increase in the tariff or duty for the emergency.

. Senator THomas. With the the same 20 per cent reduction?

Senator Gay. With the same 20 per cent reduction. |

The ?CHAIRMAN. Have you anything further to state to the com-
mittee

Senator RanspeLL. In round numbers, then, can you give this com-
mittee an idea of how desperate the situation is to the sugar grower?
Is he losing little or is he losing very heavily?

Mr. Cuarre. He is losing very heavily.

Senator Gay. I merely wanted to ask the witness, Mr, Chaffe, if it
is not a fact that the loss in Louisiana amonf the producers is uni-
versal. and that with very few exceptions. I, for one, know of no
instance where the producer can hope to make any proﬁt out of this
year’s crop.

Mr. Cuarre. I have not heard a single producer claim he could
cone out even.

Senator SUTHERLAND. Are you referring to 1920 or 1921 ¢

Senator Gay. Nineteen hundred and twenty T am speaking of.

Senator Smoor, They are running at a loss?

Mpr. Cuarre. Yes, sir.

Senator Smoor. When did manufacturing cease in your state?

Mr. Cuarre. All of the manufacturers had finished, excepting
two, when we left home on Friday.

Senator Sywoor. Do you know the amount of 1920 crop that has
been sold ? )

Mr. Cnarre. Approximately 20 to 25 per cent, not exceeding that.
We have not been able to sell it.

80422—-21—11
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Senator Smoor. Do you know what the average price was at which
you sold ? .

Mr. Caarre. No, sir; I can not say.

Senator Simoor. You did not have very much that sold at 10 cents?

Mr. Cuarre. No, sir; we did not get any sold at 10 cents. I can
answer that,

Senator Gay. I would like to bring out this fact, that the man who
has grown cane has not yet been settled with, and that in almost all
instances the question arises of how they will be financed for the
coming year. This is the most desperate situation that has ever
confronted the sugar producer in Louisiana—by far the most des-
perate situation. ’

Senator Smoor. They are unable to tell how much they are going
to pay for the cane until the sugar is sold.

enator Gay. That is right, and it is a question of how the banks
will be able to finance the producers for the coming year. Many
acres will lie idle, and there never has been a time in the history of
the sugar business in Louisiana that the situation has been so terrible.
There%ore we of Louisiana feel that the greatest emergency that pos-
sibly could exist, exists in sugar, and that they ought to have a pYace
in the emergency tariff bill.

Senator Smoor. There was one little factory in our State that con-
tracted its full output at 14 cents a pound, and a wholesale commis-
sion house paid $500,000 as an advance payment. They have given
that $500,000 to the piant. That is the only thing that will save them.

Senator Tromas. Have you the figures for exports of sugar for
the last year?

*  Mr. Cuarre. No, sir. I am not a business man in that sense. I
belong to that class which in ridicule is referred to as *“hayseeds.”
I am a farmer.

Senator RANspeLL. I understoood that the witness would be al-
lowed to introduce these tables.

The CuairMAN. You prepare the tables and they will be inserted.

Senator Gay. He might file a statement in connection with them.

The CralrmAN, Yes.

(The tables and additional statements subsequently submitted by
Mr. Chaffe are here printed in full, as follows:)

In answering the questions of the members of the committee as to prices
realized per ton of cane or pouind of sugar my answers are given haseil upon the
present quotintions of sugnr and not npon actual sales of sugar, hecause we have
not heen able to sell more than a friaction of our produetion—-possibly 25 per
cont, The price of eane, however, is baked upon the price of sugar-—-100 cents
for ench cent and fraction of the price of prime yellow clarified sugar ix paid
for cane—viz, sugar at 6 cents a pouud would be cane $68 per ton—sugar, 5%
cents a pound, cane $3.50 per ton. Therefore any decline in the price of sugaw
}vill increase the losses of the farmers and any sdvance will decronse thelr
ORK0S,

The figures herein given are operating costs and exclusive of the overhead
charges for taxes, insurance. interest, ete.

Because of the raphd decline of sugar prices and the financial situation, there
was held a mnss meeting of the cane growers and sugar manufacturers on Octo-
ber 20 at New Orleans and in view of the fact that to manufacture the cune
into sugar and force that suzar upon the market at any price that it would
bring in the then demoralized covdition of the markot and the indisposition of
buyers to enter the market would cause a very great skhughter of prices and
certainly reduce the price of cune and thereby bring about ruin to the eane
grower, An agreement was enterced fnto that the caie grower instead of de-

.
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manding a settlement for his cane each week ns had heretofore heen the custony,
would accept an advance upon each ton of cane delivered to the mahufavturer
of $3 per ton to cover the cost of harvesting, ete, and he would walt for itnal
sottlement until the manufacturer had finally disposed of all the first sugars
produced in his factory, at which time the manufacturer wouldt nutke settienent
with the grower based upon the actual average relative price per pound received
throughout the season for sugars made by the manufacturer,

Because of this agreement entered into on October 29, the grower shares with
the manufaeturer the risk of vise or fall of the mnrket and what the grower will
receive ¢an not be determined until the demand for suzapr wili absorb the pro-
duction, when settlement will he made In accordance with the agreemoent ahove
recited, The Louisiana manufacturey is at the same thine a cane grower and
ordinarity produces from 40 per cent to 50 per cent of all cone manufactured in
Louisiann,  For the erop of 1910, the last accurate tigurves avalluble, the total
cane crushed was 2,073,160 tons,  OFf this amonnt, 435 per cent was grown by the
owners of factories, 544 per cont was grown by small firmers and tenants and
one-half of 1 per cent was ground on toll,  This substantintes the clajm of the
Louisiannn sugar producers that they are primarily agticulturists as the chief
element of cost, time al risk i& in the pgricwdtural side of the produetion of
Louisiann sugar. It is clenrly stated by the United States Tavift Commission
on puge 11 of Tariff Information Serles—No, 9 entitled * Coxts of Production in

the Sugnr Industry,”
SUGAR AN AGRICULTURAL PRODUCT,

That sugar is exsentially at agricultural product ny be shown by an analysis
of the principal items into which the total cost Is divided-—cane or heet cost,
factory cost, marketing cost, and depreclation.  Such s analysis (Table 111)
shows that the cost of the raw material, enne or beety, is by tar the most im-

portant ftem,

Comparative statement of agricultural operations for the yewr 1920, shoicing
operating cost of producing and harvesting a ton of cane, exclusive of over-

head expenses,

. Planta- | Planta- | Planta- | Planta-
tion tion tion tion
0. 1. No. 2, No. 3. No. 4.
. [P s . [ — ———— !._
Canesont tofactory....ccoivacninrniianrieciiencaraa,tons., 1,837 3,982 6,407! 2,663
EARNINGS. |
Canesent Lo 1aCtOIY..covuiieveierseososoncscsssoransoseasacnnes $6,00 $6.00 $6.00 | $6. 00
Corn and RBY CrOPS.cecsssesseesseressccarsncssrsosssascacscsses .45 .42 <67 ) .68
TOtAlearniNgSecssvenssrvnnrsiseeersne meserrsnnsenenees 648|642 G671 6,68
EXPENSES, ’ | ( ’
Maintonance and repairs: X
Roads and bridges. .. ccoveieirersasccnsseroncarsasssecssse <07 8 W08 14
Ditches attd Qitch baNKS. . cciverianianceiicarcnceacsoranes W81 . N L41
Ropairs of BUlldINgS.ccovveneiierieressoncsaenscesensocnonn 32 . +34 .26
Imploments At BOALse.cececuiorscercssacsnsoscensrronenss 46 .76 +46 .58
TOLBLsearerneersuerernonnseceseassnnnassnssnneesnesanes  MBO| 2,34 164 239
Planting and cultivating cane crops: . | -
Fall planting. ..o ininiiiiiiiiiiciiriiiiinerrecninonenas aL a3 a4 1.2
sim‘ng PRI . v e veisenneioncosassonsrsncossssosarsssossns’aassassosefonsoscacsalosisracass 04
Plows and eultivators, l)lum CONC.orsarersassesasssasscnans. o 37 RO 29
Hoos and shovels, plufit CBNC, .oovieiicreiascsssesersnossans a7 s Al N6
Plows and cuitivators :4tubblc.............................| A6 A6 A P
Hoes and shovels, stubble. .o .viviiriiiioreencananes ! 28 Nt A1 31
FOrtRlZON. .o veoneireoineriniaeisosasannnssisssasas consf 1.52 1.34 1.73 2.95
Tractor (op:eration, repairs, and one-third cost Jerneiennaaiadt 20 a0 19 N
Dralnage maehing....eociiiiiiiiiniiiiiiniiiiiiniiintoiiiiniiii vineicinn a2 14
PO e e v erennsreessnsessressossrsnssssnssnsennsrennsennel 37270 4800 427 6.80
Harvosting cane crop: ! "
CANCCULLINE . cievverrerrerensreissessrosrriransesosssssvase: 1.69 1.52 1.69 207
Caneloadinge.eeeiniieiriiiiainiicicniiiiirecsinienianndd QL A7 04 07
L YT 1 20 e w7 25
CANOLIANSIO .o ssseratitroresnesssessasivessesaciossnssaanse 0D | o .10; S0
1.92 2,60

P I
| T P P S PP PR 2.05

2.20 g
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Oomparative statement of agricultural operations for the year 1920, showing
operating cost of producing and harvesting a ton of cane, exclusive of over-

head expenses—Continued.

Planta- | Plante- | Planta- | Plantae
tion tion tion tion
i No. 1. No. 2. No. 3. No. 4.
EXPENSES —-continued,
Corn and hay crops: . )

Plantingand ciltivating.....cocoeieiieevcnencenceneensee.t  $0,53 $0.51 $0.51 $1.11
ort zor.} . 1.08 1.16 2.08
Harvestingeeeeeeeeeeeecanes ceetatiisniictietttotetstnnenel 22 26 . a8
Total..... Ctveeaeseesassnerasetseasrarensenasacsesara 1.63 1.85 1.88 3.64

General expenses: "
Feed. ereearierirrietnreciecnserscsastonnancseans resent 1.63 1.07 - 1.90 3.29
Stable expenges...... teeserenas cee ces ' . 38 i 26 43
OVerseer’ssalary....coveeirecncerncacsne 45 33 - 33 40
Oddsand yards.............. 29 20 27 32
TOtaleenrenernnnennen eererterrttereeeearereaaea, el 2,70 198' 2.7 4.50
Total expenses......... cretreereienay Ceereanes s ceeene 11.68 12456 1265 20.01
Loss per ton..... SUPROIRON rerreenens ceerrienieineniest 5,23 6.03  5.08] 13.33
Acres under cultivation......o.oeevenniiinne. ceernenans cerreeeal 265 703 1,035 833
Average earnings per acreé.......... tecreseratesnesanas teeeseaes  $44.60 1 $36.40 0 $41.20 $21,28
AVerago exXpense pPer 8Ct€..eeeevv.., veveerenen rererenrens ceseens: 8100 342, 7832 X
Average 10SS per acre...voveeeveereceneenans teerececereees 3031 37.02  37.08) 42.45

[ - ]
*



Factory operations, years 1920 and 1915, exclusive of overhead expenses.
Faetory No. 1. ’ Factoty No. 2. i Factory No.3. .
S - T , % ; S
Cost | Cost - I { Cost | . Cost n i Cost Cost I
r : n- : per ! - . per | In- | per - per ! In-
120 g:n w5 ?:rn crease. 190 ! g:n , 95 ¢ fon |crease; 1920 | ?:n 1915 ton crease.
1920. + 1915, ° ¢ 1920. 1915. : 1920. 1915. -
. ’ S S i . —_— —
Mainterance and repairs: : ; . . !
Repairsof buildings...............___. : $1,457.42 ¢ $0. 05 $1,190.20 ; $0.03 ; 20.02 ; Sl 322.11 : 0.07  $1,545.60 , §0.15 |'$0.68 ©  $186.46  $0.03 . () eeeeeee e PR
Repairs of engines and hoilers........." 2,25%6.59 1,42845 . .08: .05 4,566.85 .24 Li2o.si (14! .10 50238 .26. (O ...l
General machinery repairs. . ........... " 15,708.66 .61 3,42.71, .10 .51 12)495.70 | .66 3,5M0.60° 34| .32 1050095 .5t! (...l
Repairsand rencwalsof equipmentand : i i . '
BOORScee - ereeeeeooooemeeemzeness $263 .03 1,930.40: .06 1.03  SI3M| .02 ... freeead .02 2608660 120 ) ....... veeeee 8
Repairs and renewals of niilroad and ' ' ) ) i 2
equipment. . ... ... ... .oioiieannn.. 9,985. 54 .39, 3,856.10 12 .27 8,030.77 .43 3,905.08 ¢ .38 .05, 20289 .10 [ €5 T S =
ofderricksandsmles... ............................. e e B020002 18 s a8 e =
Repairs of steamboats and barges... ... fe ot ecmesras ceranrateceneioaaes fiieeeen carenon 6,002, B2 eeeaees B2 eemaann [SUTUPUPIPU ST c
Total expense of maintenance and - i i A : i : ' i ;:;
repaif............................. - 30,260.2¢ ' L17 | 11,828.96; .35 .82:36,05L75) 1.92 1045216 LOL! .91 20,683.80 105, s&,:ms; is0.4¢] s0.61 2
- ' B . ' ° . f i <
Factorylabor. . ....._............._._. 14,938.19 .58 12,013.50 | .38 .20 23,966.95 ] 1.27: 4,786.26 .46! .81 2273362 L7 3,8004; .38 .79 B
_ Fuel oiland coal. .. 14,870.48 .57 7,324.73! .22 .35]18,083.68| .96 ' 4,630.35 .45 .51 M35832° 105 325277, .31 R
700.71. .18 2,65231! .08, .10 845.39 | .04, 45262 04 L. D 3,426 I8 256.57) .08 5 =
.30 3 972 .10, .2 1,62.15 .0 75140 07 .02 7,856.91 .40, 186.16 .02 .38 =
: ’372.31 .01 .06 1,28191 .07 283.61 .03 .04 1,054.48 .05 ! 133.87 .01 .04 -
; 0! 2,029. 65 .06 .31 5,913 50 .32 372y .04 28 3808690 .20 . ... .20 .
‘Total expense of manufacturing...... 54,363.05 } 210 28,790.45 ] .8 i L25|51,6/4.58] 275 11,28¢.43. 1.09 ' L66 39,524.67 3.03' 7,794 1 .73] 230
Total combined ewpmsos of mainte- i : ! : ‘ . .
nanee, repairs,and manufacture.. .. $3,815.17 { %4 40,619.3] 120 2.07 | 87,726.33 | 4.67 | 21,536.50 © 2100 2.57 80,16847 410 12.296.95| L19 2.91
Caneground........_...__._........ tons. . ?.5 926 ... 33,960 ... IR} . 10313 _...... l ....... 19,541 ... 10320 .. fe.eens
i : H .

t Decrease, 2No detail for 1915.

991
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Mr. Cuarre. Answering Senator Gay’s question as to whether the
bulk of figures show a gain or loss, the loss amounts to more than the
total value of the product raised. The cane, we figure, will bring ap-
proximately $6 a ton. Corn and hay crops made amount to 42 to 48
cents per ton of cane crop harvested—that is, $6.48 against an average
cost of production of $13 per ton—which is just below half.

Cost of production of cane harvested. . - e e e e $18. 00
All ¢rops of cane, corn, and hay will probably sell for per ton of cane
DAPVESTOU o e e e e e o e e e e e o e e e s o e 6. 48
PrODADIE BOSS - - oo e e e e 6.52¢

The Cuamman, Any data that Louisiana Senators indorse will be
inserted in the record.

Senator RansprLr, Thank you. And you would ask permission—
both Senator Gay and myself—to include in the record several tele-
grams which we have received. However, we do not want to in-
cumber the record with all of them, but we will just collate and take
out several from each batch. »

The Cuairvan, They will be printed.

(The telegrams referred to were subsequently submitted by Sena-
tors Ransdell and GGay and here printed in full, as follows:)

LAKELAND, LA., December 19, 1930,

Hon, Epwanrp J. Gay,
United States Senate, Washington, D, C.

We learn through the press emergency tariff bili excludes sugur. The finan-
clal condition of the Louisiana sugar belt is distressing, and it s imperative
that eane producers and sugar manufiteturers recelve some relief. We respect-
fully urge you to exert your utmost cflorts to get sugar included in the bill at a
substantial rate and suggest duty at 3 cents per pound. Your effors will he
appreciated by your constituents.

R. MuMrorD PHILLIPS. C. RITCcHIE.

N. B. PHILLIPS. 'HAS. GLYNN.

A. J. LYNN. M. 1 Heweks,

J. B, CHURCHILL, Gro, C. I'ITCHER.
WILLIAM GLYNN. MARTIN GLYNN.
. S. CHURCHILY., Cuas, G P1TCHER,

JEANERETTE, LA Jannary 8, 1021,
Hon. Epwarp J. Gay,
United States Senate, Washington, D. C.

Please appear before the Senate committee giving sugnr a hearing and urge
with all your power the ahsolute necessity of giving sugar growers’ some ussist.
ance in the emergency tarift bill. Conditions here are deplorable, present price
of sugar fully 4 cents under cost of production, and unless aid is given fully 50
per cent of the lanad will remain idle this year.

! C1TIZENS BANK OF JEANERETTE, LA,

JEANERETTE, LA. January 8, 1921,
Ion. Epwarp J, GAY, ‘
Uwited States Senate, Washington, D. C.
Entire sugar and rice belt fitcing disaster, Passage of emergency tariff bill

absolutely necessary.
Sims & Gres.
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JEANERETTE, LA, Janwary 9. 1921.
Hon, pw aap J, (GAy, .
Uit States Senate, Washington, D, 0.

As you are no doubt aware of existing conditions that we consider deplorable,
our sugar industry being threatened with great loss and probable destruction, we
would appreciate you using your best efforts toward securing a tariff on sugar,

FIrsT NATIONAL BANK,

Lockrort, LA, January 8, -1921.
Senator Gay, Washington, D. 0.
We highly recommend the proposed amendment relative to the emergency
tariff bill submitted by Senator Gay.
. BANK OF LOCKPORT,
Per A. V., SMITH, President.
A, E. A. DULANE, Casghicr,

ABBEVILLE, L., December 18, 1920,
Senator Epwarp J. Gay,
United States Senate, Washington, D. C.

Understand Senate Finance and House Ways and Means Committees drafting
protective tariff or embargo act protecting several products but rice ignored.
Please get busy to-lay and have rice included. Industry threatened with im-
- portation from outside at lower ruinous prices. Answer,

L. O. BROUSSARD,

NEW ORLEANS, La., December 18, 1920,
finwarn J. GAy,
United States Senate, Washington, D, C.:

Notice torning’s paper proposition to put heavy tariff on a number of agricul-
tural products, If sugar conld be included in the list and a tariff of 4 or §
cents pluced thereon, it would keep out of the bankruptey courts a number of
producers who would otherwise be sure to fafl. With proper legislation sugar
could be held at not exceeding 10 to 12 cents for refined and around 8 cents
for raws. Wire quick if anything can be done, and if I can be of any service
1 will leave for Washington to-night with data showing the desperate condition

of the sugar planter,
R. E. MILLING,

Laraverrr, LA, Decomber 20, 1920,
Hon, Enwarp J. Gay.
Washington, D. C.:

The Billenud Sugar Factory (Lid.y clatms to be in an undounbted position
to make the statement that neither they nor their customers can successfully
continue in the raising of cane and mnnufacture of sugar as conditions now
presage, therefore be it resolved that you make most earnest efforts to effect the
passage of a bill to protect such a necessary industry when it is in such woeful
stages of extinetion ; and therefore be it resolved that the rice and cotton crops
also heing in unhealthy financial condition are entitled to the mothering wing of
the United States Government, we heg to remind you to leave no stone unturned
that wounld bring suffictent tariff to fruition.

Birreaup Svear Facronry (Lt1p.).
Per M. BirLrLeaup, Jr., President.

NEW ORLEANS, LA Deceember 19, 1920,
Senator E. J. GAy,
Washington, D. C.:

Indorsing sentlments expressed regarding sugar industry vital to the Stute
and the necessity of including its protecting under legislative acts projected to
cover agricultural products, members of this associntion woull urge you to use
your prerogative to foster these interests to the fullest extent possible,

: J~o, E, Bovben, Jr,,
President New Orleans Clearing House Association.
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Broussaro, La., December 20, 1920.
Hon, Epwagrp J. GAY,
Washington, D.

Ltelative to sulvation homes and agricultural pursuits as follows: Sugar, rice,
and cotton, we beg you to press in no uncertain manner the levying of a pro-
tective tariff necessitating in the case of sugar absolutely not less than 3 cents.

LAFAYETITE CANE GROWERS’ ASSOCIATION,
Per C. E, 81, JULIEN, President.

NEw Roaps, LA, December 22, 1920,
Hon. Epwarp J. Gay, :
1l’ashim/ton,D C.:
Understanding that emergency tariff bill excludes sugar, we urge that you
endeavor to have sugar included in the bill with a duty of 8 cents a pound, to
give necessary protection to the sugar producers.

ARTHUR B. LACOUR. I. G. MORGAN.
J. A. LANGLOIS. Epwarp LANGLOTS,
M. T. HEWES, A, P. Maaccro,

P. ROBILLARD, M. D. Annporr.

NEW OnReeANs, LA, Decenrher 19, 1920,
Senator JoserH I, RANSDELL,
Washington, D. C.;

Indorsing sentiments expressed regarding sugar fndustry vital to the State
and the necessity of including its protection under legislative plans projected to
cover agricultural products, members of this assoclation would urge you to use
your prerogative to foster these interests to the fullest extent possible,

Joun E. Bovues, Jr.,
President New Orleans Clearing House Assoc iatmn

Duplicate to S8enator E. J, Gay, Washington, D, C,

LockPort, LaA., January 8, 1921.
Senator JoserH E. RANSDELL,
United States Scnate, Washington, D. C.:
Sugar planters rutned unless Senator Gay amendment is adopted.
LockPorT CENTRAL SUGAR REFINING (O,
Per J. C. BADEUX, President,

© JEANERETTE, LA, January 8, 1921.
Hon. JoserH E., RaNsDELL,
United States Senate, Washington, D, C.:

Dlease appear before the Senate committee giving sogar a hearing and urge
with all your power the absolute necessity of giving sugar growers some assist-
ance in the emergency tariff bilt. Conditions here are deplorable; present price
of sugar fully 4 cents under cost of production : and unless akd s given, futly 50
per cent of the land will remain idle this year.

CrrizeEns BANK oF JEANEREYTE, LaA.

JEANERETTE, La., January 8, 1921,
Hon. JoskrH 1. RANSDELL,
Senate Office Butlding, Washington. D. 0.:

I deem the inclusion of sugar in the emergency tariff bill absolutely essential
as a means of partinlly relieving the dop!omble conditions in south Louisiana
and other sugnr qt\ottons of the country. Cane growers have lost from $5 to $7
per toh on lust yeur's erop, and they muxt have encouragement to continue.

H. B, HEwWES,
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JEAXERETTE, LA, January 8, 1921,
Hon, JoskEra E, RANSDELL,
United States Senate, Washington, D, C.:

We can not urge too forcibly your cooperation and best efforts toward secur-
ing a tariff on sugar. Our sugar planters are facing a great loss and the indus-
try is threatened with destruction unless your honorable body come to their
resctte hy proper legisiation, 1
RS NATIONAL BBANK,

Lockvorr, La., Januwary 8, 1921,
Senutor RANSDELL,
Washington, D, C.:
We highly recommend the proposed nmendment relative to the emevgeney
tarift bill submitted by Senator Gay.
BANK oF Lockrowt,
Per A, V. Satrrn, President,
E. A, DULANE, Cashicr,

LookPport, LA, January 8, 1921,
Senutor Josery I, RANSDELL,
Washington, D, C.:
It means ruin to the sugar planters of Louisiana if amendment of Senator Gay

is left out of the emergency tariff,
Prorres BANK OF LOCKPORT,

RACBLAND, L., Jewuary 8, 1921.
Hon, Joskri E, RANSDELS,
Washington, D. C.:

Urge your influence in having sugar placed in emergency turiff bill.  Necessary
for something to be done to restore confidence, as conditions deplorable amongst
our small farmers, .

RACELAND BANRING ASSCOINITON.
MAaTHEWS, LA., Janwary 8, 1921,
Senator JosepH* E, RANSDELT, :
United States Senate, Washington, D, C.;:

I'lease use all your influence to have sugar placed on present emergency
tarift bill.

G. 8. MATHEWS.

Senator Gay. The affidavits showing costs of production we would
like to insert in the record,

The CuamrMaN. That will be done. ,

(The affidavits referred to were subsequently furnished by Senator
Gay and are here printed in full, as follows:)

STATE OF LOUISIANA,
Parigh of St. Mary, ss.:

Before me, the undersigned authority, personally catne and appenred Lawrence
Bourg, of lawful age, a restdent of the parish and Stute aforesaid, who, being
by me first duly sworn according to law, deposes and says:

That'aflinnt s a member of the partnership of Leonaurd Robichaux, Andrew
Robichaux, Luke Robichaux, and Lawrence Bourg, who, during the year 1920
cultivated 200 acres of land in the parish of 8t. Mary in sugar cane, with the
exception of what corn was raised thereon for feed for the work stock:

That this farming partuership obtained as a result of its 1920 opera-

tiong 736 tons of cane, outside of the corn which was raised and

used to feed the work stock on their farm, at a cost of $9.50 per

ton, amounting to the SUM Of v e $6, 092, 00
At the price fixed for prime Y. C. sugar, 6 cents, this cane will he

paid for at $1 per ton for each cent, or $6 per ton, which will make

the total price brought by this crop $4,416, less ofie-fourth of this

amount for rent of land, making net total brought by this crop at.. 8.812.00

The result will be & net 1088 Of w e v e e e 8, 680. 00
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Affiant states that the above faets show that the present price paid for cane
per ton, based on the present selling price of sugar, will eause himm and associ-
ates to sell his crop for less than one-half of the cost of its production,

Afllant further deposes and says that this is not an isolated case but iIs
typical of the results of this year's operation by the small cane growers in his

section,
. LAWRENCE J. BOURG.

Sworn to and subseribed hefore me thik 24th dny of December, A, D, 1920,

[$EAT.) L. C. PEcor,
Notary Public.

Agricultural operations of 8t. Rlote plantation, belonging to the Estadlishment
of B. Marmande (Ltd.), parish of Terrebonne, State of Louisiana, for the
near 1920, no salaries included.

Maintenance and repairs:

Roads and bridges . e e $133. 05
Ditehing and ditch banks- .. - oo 1, 849. 40
Repairs of budlings. oo 3, 703, 87
Repairs of implements and gears ... coe ccevcccccecee 2,247, 08
— §0, 432, 90
Planting and cultivating: '
ROt 20l e e ——————————— 5, 701. 93
Spring plantIing . e e 1,392, 71
Pumping statlon. . - 589.56
CUIVAt I e e e ———— 5, 287. 07
12, 971, 27
Cane cutting, loading, and hauling. « oo e 3,988, 90
Corn and hay. planting and enltivating . e ccmccoece e 4, 157,08
General expense: .
BPOOA o e e et et e $3,087. 54
Stable expense. . e e ————— 1,3804. 40
TINCEOT @XPONBR v e et e e 7. 40

———ee 4, 449, 3¢

HANA LOTA] CONba e e e e e e e e e e 84, 949. 47

Total cane harvested, 3,838 tons, $10.41 per ton, Corn and hay made prob-
ably sufficient to replace in quantity that used in making the crop,

Before me, Robt, B. Butler, a notury public, duly commissioned and qualified
in and for the parish of Terrebonne. State of Louisiana, personally came and
appearved Dr. M. V, Marmande, to me well known, who, being first sworn,
deposed and said that he is secretary and treasurer of the stablishment of B,
Marmande (Ltd.), a corporation engaged in the operation of the St. Eloir
plantation, in the purish of Terrchonne, State uforesnid, and that the above
ig 2 true statement of the cost of suid operation during the year 1920, and of
the agricultural products harvested therefrom during the current year 1920,
80 help him God.

EaraprISHMENT B, MARMANDE (L1D.),
M. V. MARMANDE, Secretary and Treasurer,

Sworn to and subscribed before me this 20th day of December, A. D, 1920,
Witness my hand and official seal hereto affixed,
[8EAL.] Ront. I3, BurtLer, Notary Publie.

STATE OF LOUISIANA,
Partsh of St. Mary, 88:

Before me, the undersigned authority, personally came and appeared Willlam
F. Senette, of lawful age, a resident of said Parish of St. Mary, La., who. being
first quly sworn, deposes and says:

That affiant is a member of the planting partnership of Senette & Hebert,
who had under cuttivation 220 acres of land in said parish during the year 1920
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in sugar cane and on a part of which corn was planted and raised as feed for
the work stock used in the operation of the farm.

That the result of the year's operation, outside of the corn produced
and used to feed the stock, was approximately 1,056 tons of sugar
cane, which were produced at a cost of $11.70 a ton, amounting
B0 eeen e e e e e e e o e e et e e e e e e e $12, 243, 50
At the price fixed for Prime Y. C. sugar, 6 cents, this cane will be .
paid for at $1 per ton for each cent or $6 per ton, which will make
the total price brought by this crop - 6. 833. 00

The net result will be a net loss on the year's operntion of ...__ 5, 913. 50
Afliant states that the above facts show that the present price paid for cane
per ton, based on the present selling price of sugar, will cause him to sell his
crop tor about one-half of the cost of its production.
Affiant further deposes and says that this is not an isolated case but is typical
of the results of this year's operation by the small cane growers in his section.

W. F. SENETTE,
Sworn to and subseribed before e, on this 224 day of December, 1920,
[SEAL.} P. KraMER, Notary Public.

RESOLUTIONS ADOPIED BY THE ST, MARY PARISIL CANE GROWERS’ ASSOCIATION, DE-
CEMBER 21, 1020, CONSISTING OF 104 ACTUAL CANE GROWERS,

Whereas during the World War the United Stutes Food Administration called
upon all farmers to.produce tood with which to win the war; and

Wherens the sugar-cane growers of Louisinna responded to the call and grew
sugar cane which they sold at prices fixed by the Food Administration : and

‘Whereas the profiteers and speculators influted sugar prices during the last
spring. when the I'ood Administration lnd relaxed its control, to 27 conts per
pound, at which time Louistana had no sugar for sale and, therefore, derived
no benetit from the high prices prevailing; snd

Whereas this price prevailing at a time when we were incurring the expeuse of
cultivating our crops caused us to increase our wage scale and compelled us
to incur excessive expenses; and

Whorens careful investigation shows that the cost of produeing a ton of sugur-
cuane by the members of this association is $12 and the price of this cane on
to-day's market being approximately $6 per tom, at which price the cane
growers lose $6 on every ton of cane produced, or 50 per cent of the money
they have expended in raising thelr crop, whigh weans bankruptey to the
menibers of this association; and

Wherens n bankrupt, caused by speculation, which increases the price of a food
product, is deserving of no sympathy or afd, we do feel that the man who has
totled for 12 months of the year at an average of 10 hours a day, and who
has produced, by the swoeat of his brow, an article of foodstuft which is so
vitally necossary to the health and safety of the Nation, as was pic d dur-
ing the war, and who, as a result of his labor, is now facing absolute ruin
and poverty, is entitled to such aid as his Government cun give him s »nd

Wherens the excessive price attracted sugar to this market from all over the
world and caused the depression in price, referred to above: and

Whereas the Food Administration at Washington made no effective effort to
protect us against thexe outsidg sugars that were sold at fabulous prices, upon
which fabulous profits were made, not by producers hut by the speculators
and profiteers; and

Whereas there is now pendipg before Congress a bill, known as the Fovdney
bill, providing for an emergency tariff on numerous farm products; and

Whereas for some unaccountable reason sugar is not included therein: There-
fore be it
Resolved by the St. Mary Parish Cane Growers' Association, That they do

hereby protest to the Congress of the United States of America agninst such

an unfafr and unjust discrimination against the cane growers and sugar pro-

ducers of the State of Loulstana as will result from the exclusion of sugar

from the emergency tariff bill, known as the Fordney bill, and do hereby most

enrnestly and respectfully urge upon Congress ax heing, in the opinion of this
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body, the only method by which the cane-growers will be saved from the dis-
astrous loss which they are now faced with, and which, to a mmjority thereof,
meuns ruin; that they should include and provide in said emergency tarifl
bill an automatic, sliding tarifi on sugar, based on the wholesale imported
price of raw sugar, so as to make the same sell in American ports at 10 cents
per pound. .

Be it further resolved, That a copy of these resolutions he sent to
the Senators and Members of Congress of the State of Louisiang, with the rve-
quest that they respectfully present the same to the proper committee in Con-
gress and urge upon said committee and Congress the fnclusion of such u tarvift
on sugar in the Fordney bill. )

STATE OF LOUISIANA,
Parish of St. Mary, 8s:

Before me, the undersighed authority, personally cume aml appenred Kmile
Robicheaux, of lawful age, a resident of the Parish of St. Mary, State of Loui-
slanga, who, belng first duly sworn, deposes and says: .

That aftiiant is & member of the planting partnership composed of Kinest
and Emile Robicheaux, who during the year 1920, cultivated 150 acres of land
in the Parish of St. Mary in sugar cane, with the exception of what corn was
raised thereon for feed for the work stock.

That this farming partnership obtained as a result of its 1920 opera-
tions 692 tons of cane, outside of the corn which was raised and used
to feed the work stock on this farm, at a cost of $18.01 per ton,
amounting to the sum Of. e $7. 701, 92
At the price fixed for prime Y, C, sugar, ¢ cents, this cane will be
paid for at §1 per ton for each cent, or $6 per ton, which will make

the total price brought by this CrOP - e e 8, 558. 00
The result will be a net loss on the yenr's operation of __..__._ 4,148.92

Afftant states that the above facts show that the present price paid for cane
per ton, based on the present selling price of sugar, will cause him to sell his
crop for less than one-half of the cost of its production, '

Affiant further deposes and says that this is not an isolated ecase but is
tspilcal of the results of this year’s operation by the small cane growers in his
section.

EMILE ROBICHEAUX,

Sworn to and subscribed before me. on this 224 day of December, 1920,

[sEaL.] P. KRAMER, Notary Pubdlic.
STATE oF LOUISIANA, 4

Parish. of St. Mary, ss:

This is to certify that T am the general manager of the Sterling Sugnr &
Raitway Co. (Itd.) and the Shadyside Co, (Ltd.). two separate companies
organized under the laws of the Sted: of Loulsiana, That I have heen engaged
in growing and manufacturing svear cane in Louislana for the past 20 yeara,
That the Sterling Sugar & Raiiway Co. (Ltd.) owns and eultivates about 8,500
acres of land, and the Shadyside Co. (Ltd.) owns about 4,500 acres of land,
and that each of these companies grind all sugar cane grown upon thelr lands
at their own factories, and manufacture sugar and meolasses therefrom. That
in addition to cane grown upon their lands, each of these companies buy a
large amount of cane from small cane farmers lHving within a radius of 100
miles of the sugar factories, That the total number of farmers who sell cane
to these two sugar factories exceed 1,000. That advances in money and sup-
plies are made by the factorles to the cane farnjers to aid them in finaneing
their crops. That in purchasing cane from the cane growers, the value of 100
pounds of sugar is paid to the cane grower for each ton of cane delivered to the
loading station.,

We have just about. completed the harvesting of all of the crops of cane in
this section of the country, and I can state positively that no cane farmer,
small or large, has been able to produce cane for less than $10 a ton, and that
the average cost of producing cane during this season, 1920, has exceeded $12.

We bave just harvested from the Shadyside properties 17.000 tons of eane
that has cost us $18.20 a ton to produce and harvest, and $5 a ton additional to
manufacture into sugar, making a total of $18.20 per ton,
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Standard granulated sugar is quoted to-day at 8 cents, and it is my honest
belief that stundard granulated sugar should sell for 12 cents a pound in order
that the majority of the sugar planters in the State of Louisiana will be able
to pay expenses for the year 1920.

C. D. KEMPER,

Sworn to before me this 18th day of December, 1920, in the presence of J. D.
Perilloux and Jas. J. Schwartz, two competent witnesses who have signed
these presence with me, notary, after due reading of the whole.

[SEAL.} Ronr. E. BruMsy,

Notary Public,

Witnesses :

J. D, PErtrtouvs.
Jas, J. SCHWARTZ,

FRANKEIN, L. December 18, 1920,

I, John M, Caffery, a resident of the purish of St, Mary, L., do hereby certify
that T am the manager of the Colnmbin Sugar Co., n Louisinna corporation en-.
gaged in the business of raising sugur cane and manufacturing the same into
sugar,

That this company cultivates 8,000 acres of land in sugar cane; that the pres-
ent harvest season is nearly ¢losed and the costs of production are known,

That according to the records of the Columbla Sugar Co. the cost of producing
plantation granulated sugar is 12 cents per pound,

That on the market of to-day pluntation granulated sugar is quoted at 7.46
cents per pound, which means a net loss to the Columbin Sugar Co. of 4.54 cents
per pound on a&ll of the sugar which it has produced from the crop of 1920,

That the Colutmbin Sugnr Co. mikes advances to a nuber of tenants who are
engaged in raising cane, and the accounts of these men, who are experienced cane
farmers, show that the cost of producing a ton ot cane of the present season is
$14; that according to the prices of to-duy's market this cane which these
farmers have raised will hring them $6 per ton. Therefore these cane growers
will lose 57 por cent of the money which they expended to raise their cane crop,
. JouN M. CAFFERY,

Hanager the Coluntbia Sugar Co.

Sworn to and subserihed before the undersigned notary in the presence of
AW, Gullet and E, J. Badeaux, competent witnesses, this 18th day of December,
A, D, 1920, : i

|skaAL) Rour, I3, BruMmBy,

Notary Public, Nt Mary Parigh, La.

Witnesses :

A. W, GuLier,
E. 1. Baneavs,

Berwick, La,

I, . A, Phare, president of J, N, Phare & Sons (Ltd.) certify that the Glen-
wild Plantation, loeated in St. Marvys Parish, La., valsed during the erop season
of 1920, 4.166 tons of eane,

That the cost of this cane aut the end of the cultivating season was $13 per
ton, and the harvesting cost approximately $2 per ton, or a total of $15.

Sinee only 3,309 tons were so'd to Glenwlld factory, the remainder having
heen put down for seed and charged to the 1921 erop. and credited to the 1920
crop at §7 per ton, this ¢cnne would have to sell for $20 per ton if plantation is
to have no loss, whereas from the present market it would appear that the price
woutld he $6.

The above is based upon charging each crop with the seed cane used and
crediting same to the crop year in which the seed was grown, also crediting
the plantation with all feed raised and charging thix back each month as it is
uged at the same price as original’y credited to crop.
) J. A, Prann.

Rigned and sworn to hefore nie, notary, this 18th day of December, 1920,

[sEAL.) PAur CHOTIN,
Notary Pullie,
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Moragan CrIry, LA,
December 18, 1920.

I, E. A. Pharr, secretary-treasurer of J. N, Pharr & Sons (Ltd.), do herehy
certify that the plantation of 1.500 acres, under my direct supervision, culti-
viited in cane and corn during season of 1920, mmade an outlay per ton of cane of
$11 up to the harvest season.

I furthermore state that the harvest cost approximates §4 per ton, the
9lxnot figures not being known, ns we arve only two-thirds through harvesting
the crop.

In order, therefore, to tivold a loss on said crop the company will have to
recoive a price of $15 per ton: whercas the present price, as indicated by the
market, is §6 per ton, .

E. A, Piare,
Neeretary-Treasurer,
Attost @
{SEAL) K. 8. FosTER, Notary Public,

STATE OF LLOUISIANA,
Parish of St. Mary, 83:

Before me, the undersigned authority, personally ecame and appeared Willlam
Schwan, to me well known, whe, being duly sworn according to law, deposed
and said:

That he is the manager of Germania Plantation located tn St. Mary Parish.
La., comprising 850 acres of land, providing homes for about £0 people and
employing labor drawing pay rolls amounting to about $12,000 per annum.

That during the year of 1920 now closing, the erop of sugar cane raised on
this plantation was below the average, and the cost of production of the cane
was $16.27 per ton.

That the market value of this cane on to-day’s market is about $6 per ton,
and $10.27 per ton below: cost of production and showing a total loss on opera-
tions of $6.891.17 for the year. This exclusive of interest, taxes, insurance,

and depreciation.
Wi, Scwanx,

?wolrn to and subscribed before me, this 224 day of December, at Centre-

ville, La.

[s;:.«\r,.] , Isaac 8. WoosTER,
Notary Publie,

STATE oF LOUISIANA,
Parish of Iberia, 83.:
Before me, Ventress J. Smith, notary public in and for Iberin Pavish, La.,
personally appeared Henry N. Pharr, vice president of J, N. Pharr & Sons
(Ltd.), who certifies that the following stntement regarding the operations
of the Orange Grove factory of J. N. Pharr & Sons (T.td.), at Olivier, La., is
true, according to the hest of his knowledge and belief:
The Orange Grove factory ground 15,000 tons in 44 days in 1920 (completing
its operations to-day), compared with 25,768 tons in 88 Qays in 1919, The
cost of manufacrare per ton in 1919 was as follaws:

i )

Factory | Factory . Factory | Factory

opera- | ronafrs ' enerne | ropaird

tions (indi- tfons . Indi-

(direet). rect). - (direet), ! reet).
LAabOr. .. .cvveiianrisacenencas £0,9% $0.33 Board....... teesereiesacianes $0.11 £0.0%
Chemieals. . covuueeieacicnnnns N1 N PN ~ MiscellaneotlSee.cesneernsnnss 9 .0
Filtercloths vocivveiaesieaens 04 eeiieiian CINKITONCE. ceueieeniaiaeasieiiforniananes JAR
Lubricants..........0 04 Lieiiienees + Buildingrenairs........ .04
11 O 33 .02 .. Machinery repairs..... R i .14
Laboratory ... M Joeieeneo.s @ Miscellaneous materlal.......ufieeneaae.. 32
Sugar bollers.. e 04 liiviennenn i —— s ot
COONOIAE®. v ouseescvasaseansss 1%: ) 3 DO 3 2,08 1.08

Making a combined manufacturing cost of $38.16 per ton.
It is impossible, since grinding operations were only completed to-day, to
give absolutely accurate figures for this season. Almost exactly the snme
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amount was expended in repairs this year as in 1019, but the reduced tonnuge
{ncreases theindirect cost of manufacture per ton from $1.08 to $1.87. The reduced
tonnage, on the assumption of 1919 costs, increases the direct cost of manu-
facture from $2.08 to $2.56 per ton. Due, however, to increased cost of cotton
goods and fuel oll, there was a positive increase of 21 cents per ton on filter
cloths and containers and 56 cents per ton on fuel in direct manufactyring °
cost. On this basis the total costs per ton for 1920 are: ‘

Factory operations (direct, 1019 basis) ——— 92, 56
Increase on filter cloths = .21
Increase on fuel ofl .56

3. 33
Factory operations (indirect, actual).. -- 1.87

Making a total of $5.20 per ton total cost of manufacturc in 1920.
In compiling the above figures interest, taxes, and depreciation have not
been inken into consideration.
J. N. PHARR & SonNs (L1p.).
Per H. N. PHARR, Vice President.

[sEAL.) VENTRESS J. SMITH, Notary Public.
OnviERr, LA, December 18, 1020.

STATEMENT OF MR. JOSEPH E. REID; NEW YORK CITY, N. Y.

The CramrmMaN. The committee is informed that certain witnesses
who are representing the china-clay industry, of kaolin, will not.
desire to be heard to-day ; they are going to appear before the House
to-morrow.

Joseph E. Reid, of New York, is here representing the fruit pro-
ducing. Mr. Reid, are you ready to proceed?

Mr. Rew. I am, Senator.

Mr. Chairman and gentlemen, I am here representing the re-
.ceivers and distributors of Bermudan %roducts in New York,
also some of the growers of seed potatoes shipped to Bermuda, and,
in turn, sent back to the United States after the crop has been grown.
It is my understanding that a brief has been submitted by the
Bermudan interests to the British Embassy and to the State De-
gartment, and a copy of that has been placed with your committee.

o I will not refer to that in any other way.

I have also been advised that a copy of the letter has been sent to
the various members of this committee and the chairman, and with
the chairman’s permission I would like to read the communication.

Senator Syoor. Who is it from?

Mr. Rew. It is from Mr, Nix,

Senator Smoor. I guess we all have a copy of it.

Mr. Remw. I leave that with the chairman, whether read or not.

Senator Symoor. Put it in the record.

Mr. Rreip. Very well. I think it covers the matter as viewed from
the standpoint of the receivers. And attached to this letter is a list
of -the names of the various receivers and growers referred to.

ﬂThe letter referred to and submitted by Mr. Reid is printed in
full, as follows:)

Janvany 8, 1021,
Hon, Boirs PeNROSE,
Chatrman Finance Committee of the Senate, Washington, D, C.

Drar Sm: We, the undersigned dealers and growers of farm products in the
United States, do hereby petition the honorable members of the Finance Com-
mittee and request that new potatoes and ontons from Bermudn be elitnlnated
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from the emergency tariff bill now before the Senate und that the duty on all
Bermuda vegetables remain unchanged, for the reason that a very large per-
centage of said crops is shipped to the New York market at a tiime when there
are practically no new potatoes and onions, grown in the United States, ready
for shipment; and, therefore, said shipments from Bermuda do not in any
way interfere with crops of new potatoes and onions grown in the United States,

We also beg to call your attention to the fact thut tliese new potntoes and
onions, as well as early vegetables, have been grown espectully for the New
York and dJther large markets in the United States for the past 20 years or
more, and coming forward at a time when such goeds can not be grown in the
open fields of this country, it is therefore necessary for the dealers here in the
Ul;it’wl States to look to Beemuda for their early supplies of new potatoes and
onjons,

We, therefore, sincerely hope and earnestly petition the honorable members
of the Finance Committee to take these matters into consideration amd to mmuke
no change in the duty on vegetables from Bermuda, thereby doing a great good
to the people of the United States, who are dependent upon the shipments from
Bermuda for their early supplies of new potatoes, onions, and vegetubles,
~ We also beg to call your attention to the fact that the total shipments of
new potatoes, onions, and vegetables from Bermuda to the United States each
season are very meager and limited as compared to the production of such goods
grown in our country, and the bulk of the Bermuda shipments arrive on the
New York market hetween December 1 and April 1.

We further beg to call your attention to the fact thut the bulk of the seed,
fertilizer, containers, and other materials required in the growing and shipping
of these crops from Bermuda originate in the United States and are shipped
to Bermuda for the sole purpose of growing and shipping these evops for the
United States markets.

In this connection it is interesting to know that, according to the Department
of Commerce statistics, during the 10 months ending October, 1920, the exports
from the United States into Bermuda amounted to $8.220,338, and fmports from
Bermuda into the United States amounted to only $1.532.428, making a trade
bhalanee in favor of the United States of $1,780.910,

Respectfully submitted,

Peter Me(Mees: 8. H. and K. H, Frost: W. (!, Deyo & Bro.: Hait &
MecNicholas: Joseph B. Kirk:; Fredk. Opolinsky, J. M, Earle,
attorney; Amevtiean Fruit Growers (Inc.), €. €. Wheelwright,
munager A, P, Young Division: J, 1. Stevenson & Co.: J. M.
McCauley: Frank Couch & Co.; J. I Sauer & Co.; Henry
Brinker & Co.: A. Rosenblum: Hubert Zimmer: H. Warner
Sons: Sam’l E. Hunter: John F, Crosby: Willlam G. Thrig;
The J. Hamburger Co.; Thos. P. Wallace (Inc.): Furman &
Page: John Nix & Co.; Phillips & Sons: David Eichenbaum; J,
Pratt Carroll; M, Mergentine (Inc.) : A. G. Martin: McCormick,
Hubbs & Co.; W. J. & 8. H. Davenport: A, E. Meyer & Co.:
Titus Bros.; Fred’k Opolinsky: Alex. D, Heard.

In the interest of the New York receivers, I would like to say
that it is our desire, if your committee can see your way clear to
allow it, that that be given consideration; that you eliminate a tariff
upon new-grown Bermudan potatoes. L.

There is no tariff on potatoes at the {)resent time, either coming into
the United States or going to Bermuda. Bermuda has arranged her
_g:riff act of 1921 allowing potatoes to come in free from the United

States.

I would like to say that these potatoes from Bermuda come into
the United States commencing the 1st of December, and that there
are very few that come forward-before January 1, and are usually
out of the way during the month of March. A few have probably
dragged along later on. There is no competition between the ship-
ments of these new potatoes from Bermuda with the growers of the
United States or any other country to our knowledge. )

The seed for thest potatoes are grown especlaﬁy, largely in the
United States, to_be shipped to Bermuda.  They are mostly what
we call the Red Bliss Triumph, the Red Bliss variety. They are
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shipped down to Bermuda during the months of October and Novem-
ber, and come onto the market, as T say, during the winter months,
at a time when there ave no other new potatoes coming in the market.

Secondly, there is no competition with even our home-grown pota-
toes, because they are of an entirely different variety and inferior
grade, and the demand for new potatoes is limited to thoge who can,
of course, afford to pay the price,

. A crop of potatoes during the last six years, according to statis-
tics, averaged 154,821 bushels, which approximately covers 60,000
barrels, These are shipped during probably an outside period of
20 weeks, or an average of 3,000 barrels each week, to the New York
market. But these potatoes are not all distributed on the New York
market; they are sent to near-by towns—to Philadelphia, to Bal-
timore, Washington, and as far west as Pittsburg and &ﬁcago. The
New York market requires, so it is stated, 40,000 barrels of potatoes
a day for home consumption,

Senator Nucent. Of those new potatoes?

Mr. Remn, Of the old potatoes.

Senator NueeNT. I understand that you desire to have the tarift
levied on new potatoes only ?

Mr. Ren. Pardon me, Senator; I desire to have the tariff elimi-
nated from the new potatoes from Bermuda only. I am speaking
now of Bermuda potutoes.

Figuring on the basis of 40,000 barrels a day, or approximaiely
100,000 bushels, you can see that the quantity of potatoes from Ber-
muda consumed 1n New York on the same basis would not cover one
day’s demand, .

The quantity coming in from Bermuda is so very meager in com-
parison with the quantity of potatoes, as I understand it, grown in
the United States, that we are told that it figures on the basis of
0,004 of L per cent of our United States crop. .

The cost of these potatoes grown in Bermuda is probably beyond
ordinary comprehension. In the first place, we are told that this
crop that is now coming in on the market costs $13 a barrel for the
seed potatoes in Bermuda. The barrels. the weighing material, the
fertilizer are mostly received from the United States. The crop is
a very hard one to grow, very expensive, but the result of that crop,
figuring in comparison with our United States growers of crops,
ranges in Bermuda from four barrels of potatoes to one of seed. We
are told that the crop in the United States runs from 10 to 20, or
an average of 15,

Snator McCumser. Why is it necessary to raise the seed here in
the United States to be planted in Bermuda?

Mr. Rem. They can not grow their own seed. Generally they
have to get it from northern sections, the same as Virginia and other
southern points generally go to Maine or some northern section for
their seed to obtain the best results.

Senator Smoor. Do you mean to tell us that there can only be four
barrels of potatoes grown from one barrel of seed potatoes?

Mr. Rem. That is the average figure furnished us.

Senatr Smoor. And the seed potatoes cost $13?2

Mr. Remw. I am speaking of last year.

Senator Smoor. So that that is $3.25 a barrel for seed potatoes?

80422—21——12
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Mr. Rem, Yes.

Senator Smoor. What are you selling them for?

Mr. Remw. I will go into that, Senator, in this way: The seed at
$13 a barrel—the barrel delivered in Bermuda at a cost of $2—that
is, I mean $1.50 for the barrel and 50 cents a barrel for the freight,
making $2. The freight back to New York of $1.40, approximately,
a barrel, brings, with the cartage in New York and the commission
from the sale of the goods, a total of $31.40.

Senator Nueext. What is the commission 2.

Mr. Rem. Seventy cents.

Senator Symoor. For four barrels? :

Mr. Rew. For four barrels. The selling price in New York to-
day on prime No. 1 is $9.50, the outside figure. But it must be re-
membered that not all of these four barrels can consistently be called
primes. They sometimes mix them in pretty well, ang they are
called “ primes.” but those whe sort them out probably would find
at least a half barrel or a half to one barrel should be called No. 2’s.

Senator Syoor. How many bushels in the barrel ?

Mr. Rem. Approximately 2% bushels in the barrel,

Senator Sxroor, The same old barrel?.

Mr. Rem. The same old barrel.

Senator Nverne, I presume they arve all sold as primes?

Mr. Rrir. They are marked primes. Of course, they are sold ac-
cording to the sample of the barrels that are opened. The demand
for new potatoes is rather limited and buyers buying from one to
five barrels who ask for a barrel of prime potatoes—and if it turns
out to be mixed they will return it. and it has to be resold at prob-
ably a lower price. But No. 2 potatoes sell on the same approxi-
mate basis, about $8 per barrel.

Taking $31.40 out of a total gross sale of $38, you only have ap-
proximately $6.60 with which to pay for the labor, the fertilizer, and
the proportion of costs at the other end. So you c¢an see the amount
of &roﬁt obtained in that is very, very small. )

5 kem;tor THoMas. Have you any markets other than the United
tates

Mr. Rem. There are no other markets for Bermudian outside of
the United States at the present time. The United States is the
market for all Bermudian products.

The statement is made that during the period of 10 months to
October 1, 1920, the exports from the United States amounted to
$3,320,338, the imports $1,532.428, leaving a balance in favor of the
United States for the 10 months of a proximately $1,789,910.

Senator McCumser. Is that generally or in potatoes alone?

Mr. Remw. That is generally.

Senator Smoor. Do you know how many of them came ‘from
Canada?

Mr. Rem. To Bermuda?

Senator Smoor. No, no. . . .

Mr. Rew. There are no new potatoes coming from Canada at this
time of the year that I speak of, Senator. .

Senator McLeaN. Are there any from Florida? )

Mr. Rew, They raise them in Florida, but the Florida crop gen-
erally follows immediately after the Bermudian crop; in fact, the
Bermudian shipments have to stop when the Floridas come in.
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Senator Smoor. Are these importations of new potatoes?

Mr. Remw, All new potatoes.

Senator S»oor. You have not got the old potatoes—the amount
of importations?

Mr. Rem. No; I have not.  Of course, the figures vary on this.
This year there are some coming in from Denmark. I know of no
others in competition. Cuba consumes her own crop. And, as I
say, the present market of old potatoes, as we view it from the whole-
sale standpoint, ranges from $2.50 to $3 a barrel.

The Danish potatoes are. we understand, selling at around %2 to
$2.25,

If a tariff is placed on new potatoes from Bermuda. due to the
fact that these seed are grown especially for that trade, it would seem
the margin would be so very small that it would probably mean a
curtailment of the crop or its discontinuance. So that we are asking
as receivers from New York, the handling of these products, that if
it can be done that you will climinate the tariﬂg on new-grown
Bermudian potatoes, and leave the tariff. 6n onions and other prod-
ucts, us it is at the present time.

Particularly speaking of potutoes, a tariff placed on the small
“(uantity coming in is so very small that it would seem to be of no
particular advantage as far as our American growers are concerned,
as they do not seem to nced that protection.

Senator Staamoxs, T understand you to say that they buy their seed
for those potatoes from the United States?

Mr. Remw. They do.

Senator Stymons, In bulk?

Mr. Rew. In bulk.
© Senator Simmons. Do you use any part of the imported potato in
Bermudu for seed purposes in this country?

Mr. R, In this country?

Senator Stmyons, Yes,

Mr. Rem. No: not to my knowledge.

Senator Taomas, Then. we could do away with the competition
by putting an embargo on potato seed, could we not ?

;\!lr. Rem. If you did that, of course, you would simply be killing
the industry from Bermuda to no particular advantage as far as our
American growers are concerned.

Senator THoMA8, On the theory that ycu are a competitor, and a
dangerous one, or otherwise, would not a temporary bill along that
line be more effective than a tariff?

Mr. Rem. You mean, Senator, affect us as far as placing an em-
bargo is concerned ?

Senator THoMas. Yes, sir.

Mr. Rem. The effect of an embargo, as T say, would be. if we can
not ship any of our new grown potatoes—that is our seed potatoes—
into Bermuda to be grown and returned here during the period when
there are no new potatoes coming into the market, we are killing the
industry as far as the growing of those potatoes in the United States
is concerned, and also killing the industry so far as Bermuda is
concerned. A

Senator Smoor. Do the Bermuda potatoes come in competition
with the Maine potatoes in any way?

Mr. Rem. They do not, Senator.
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The CnairMaN. Do not the Danish potatoes come in very strongly
in competition ?

Mr. Rem. Not with the Bermuda potatoes.

The CHalRMAN. T mean with the American potato?

Mr. Remw. They are coming in competition with the American
potatoes.

The CHaRMAN. T have a very remarkable statement which I want
to insert in the record, showing that the potatoes can be brought to
Philadelphia from Denmark for a less price than they can be carried
from Allentown, Pa., to Philadelphia. :

I think I will ask the clerk of the committee to read this:

(The clerk of the committee thereupon read as follows:)

LEHIGIT POTATO GROWERS SEE RESCUE BY TARIFF—PASSAGE OF EMERGENCY BILL
CALLED ONLY WAY TO AVERT INDUSTRY’S RUIN,

ALLENTOWN, DA, Junuary 7.

Declaving that unless the emergency tarlft bill is passed by Congress, the
potate industry in Lebigh and other eustern Pennsylvania countiex where
growing of tubers Is now o big business, will be entirely ruined, A, L. Hacker,
farm agent representing tho State depurtment of agricualture, said to-day that
whore it costs 17 conts to transport a1 hushel of potatoes from Allentown to
I'hiladelphia, tubers from Denmark are now bheing hronght to the same dvst.lnu.
tion for 10 cents o bushel,  The price of Lehigh potatoes in the Philiddelphia
market now fs $31.05 o bushel, he said, but Danish tubers bring only 81 cents,
which means that the latter witl have the preference unless the home produer is
protected by a tavitf duty,

Pornsylvania’s potato yield last year was 36,455,000 bushels, Hacker said, as
agalnst 30,800,000 bushels in 1919 and 22,000,000 bushels in 1918, The average
yielkl per acre in 1918 was 80 bushels, 100 in 1919, and 115 in 1920, ‘

Senator NuverysT. I understood you to say. sir, that the new pota-
toes grown in Bermuda ave placed on the American market during
the winter months.

Senator McLean. They are a luxury.

Senator NuveeNt. I also understood you to say that the number of
consumers for those new potatoes is strictly limited to those who
can afford. as you say, to pay the price,

Mr. Rem. Yes. _

Senator Nuerxt. Do you think people who can afford to pay the
price for new potatoes during the winter months would be affocted,
so far as other purchases are concerned, by the rate of duty imposed
on new potatoes in this bill ¢

Senator Syoor. Of 25 cents a bushel.

Senator NuarNT. In other words, if they could pay the price, and
'\Dvou]lc] pay the price, do you think they would be affected in any way

y this? ) ) . .

Mr, Rew. T do not think they would materially. The tariff, how-
ever. I am afraid would fall on the man at the other end. These
goods are sold aceording to the market value,

Senator Smoor. I should think it would fall at both ends, and then
they would arbitrarily add 25 cents more for the potato instead of
25 cents more for each potato.

Mr. Rem. I was going to say, Senator, that these potatoes are sokl
on the basis of the market value at the time these potatoes come on
the market. At the present time, with old potatoes selling, as 1
say, at $2.26 to $3 for the general run, of course, the Long Island
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otatoes and Jersey potatoes are considered much better quality and

ring a better price, and with the new potatoes selling around $9.50.
But this tariff has got to be, of course, added to the cost of placing
those potatoes on the market, and if they happened to strike a low
market it is going to put those people out of business. They have
to figure on the net results. : .

e can not say to a man, “ We have 100 barrels of potatoes here, but

we have to ask you 25 cents a barrel more or 50 cents a barrel more
on account of the tariff on these.”

Senator Smoor. Do you think that the consumers who can afford
to indulge in the luxury of new potatoes in the winter months would
hesitate about paying 25 cents a barrel more for the potatoes?

Mr. Remw. Those who indulge in those luxuries do not buy by the
barrel; they buy by quantity in retail.

Senator Syoot. So long as they are all disposed of it does not make
any difference whether they are purchased in wholesale or retail
quantities. Do not the hotels use the most of them?

Mr. Remw. A good man{;

Senator Smoor. Well, the most of them?

Mr. Rem. I presume they do.

Senator Smoor. That is what I had reference to when I said 25
cents for each potato.

Senator SimMoNs. You say when your potatoes come in there are
no other new potatoes on the market

Mpr. Rem, There are no other new potatoes on the market then.

Senator SimyoNs. So that your people have an absolute monopoly -
in the markets of America for three or four months?

Mr. Remw, They do.

Senator S1arMoNns, And the quantity you say is so small that they
do not supply the city of New York for how long?

Mr, Rem. According to the ordinary consumption of potatoes it
would not supply New York two days.

Senator SimmoNs. It seems to me those potatoes would bring about
whatever the producers over there in Bermuda see fit to demand for
them. That is one of the clearest cases of monopoly of a market I
have ever heard presented.

Mr. Rem. They are not purchases altogether from the Bermudan
end; otherwise they could control that. There are some of them, of
couirse, that are sold to buyers there; others that send them entirely
to the New York markets on the consignment basis.

Senator S1amons, The Bermudian potato at the season of the year
when it comes here is very much in demand; it is a very superior,
eatable potato, is it not?

Mr. Remw. Yes, sir.

Senator Simyons. And very much in demand?

Mr. Rem. Yes, sir.:

Senator SrmyoNs. And bring {:retty much any price the holder
seeslﬁtt to demand on account of the scarcity of those potatoes in the
market.

The Cuammyax, They are like the spring strawberry in the market,
a luxury.
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Senator McCumBER. Do you think if they are compelled to pay 25
cents a bushel more they will increase the price to 50 cents for one
of those baked potatoes?

Mr. Rem. Senator, they are not used. however, for baking; they
are not a good baking potato.

The CHARMAN. What is your proposition?

Mr, Rem. Senator, our request is that you eliminate the tariff on
new Bermudian potatoes placed on the New York and other markets
during the month of December to, say, April 1, and to make no
change in the tariff on onions and other vegetables, letting the pres-
ent tariff remain as it is.

Senator SiMMoNs. Are you speaking about the tariff on Bermuda
products now altogether?

Mr, Rem. Altogether.

The Cuairman, The late Senator Dolliver remarked that  these
tears would come from the eyes of these potatoes if sufficient duty
was not imposed.” {Laughter.] :

Senator TuoMmas. That the “ potato left the committee room with
tears streaming from all its eves.” T think it will do that, perhaps,
this time.

Mr. Rew. We are speaking entirely from the standpoint of the
receivers.

Senator Simyoxs, What do you mean by “ receivers ”?

My, Rem. These goods are shipped from Bermuda to varieus re-
ceivers.

Senator Tromas, T thought the business was in the hands of re-
ceivers.

Mr. Re, “Receivers™ of Bermudian products.

The Ciamyax. Have you anything further to state to the com-
mittee? TFree trade is not popular just now.

My, Rew, T would say. if you care to take into consideration that
the balance is in favor of the United States in our business dealings
with Bermuda, and if you c¢an do so. to allow these potatoes to
come in.

Senator Tromas, Do you mean our exports to Bermuda exceed
the imports from Bermuda?

Mr. Rem. Yes, sir: about $700,000 for the 10 months ending Octo-
ber 1.

T will admit that the rates are said to be very low on Danish pota-
toes: in fact. T have heard it stated that potatoes can be sent from
Denmark to New York cheaper than they can from Maine to New
York. But T would like to ask vou to take into consideration the
fact that these potatoes in no wav come in competition with ship-
ments from Denmark or our own home-grown potatoes,

Senator Srmnons, Is it true that these Danish potatoes sell for
onlv 81 cents a bushel in New York?

Mr, Reep. That would be in accord with my statement that I
understand they are selling around $2 to $2.25 per bag, which would
be $2.50 a bushel. which would be approximately the same.

Senator Srmyons, What is the Maine grown American potato sell-
ing for in New York?

Mr. Rew. They are selling at $2.50 to $3.

Senator Syoor. Wholesale per barrvel ?
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Mr. Remp. Wholesale per barrel.

Senator Simyons. Others are selling at $2.50.

Mr. Rep. Others are selling around $2.25. So they are selling,
you might figure, probably on a basis of 50 cents less per barrel
than home-grown potatoes. Of course, if a tariff was placed on Dan-
ish potatoes, that would be of advantage to our American growers.

Sengtgr Smvmons, When do Danish potatoes come in when they do
come in

Mr, Remw, Last week we received 21,000 bags or barrels.

Senator Smoor. That was the crop of 1920?

Mr. Rem, That was the 1920 crop.

Senator Stmmons, Do you know what is the annual importation
of those potatoes?

Mr. Rem. I do not think, Senator, we can get at any positive figures
on that, because it varies entirely on the prices here. If our prices
are verg low or much lower than they are now, they can not afford to
ship. Some places, even when our prices are high, they have not a
crop.

Senator McLeax. In the past, have not large importations of po-
tatoes been made from Germany ?

Mr. Remw. Not during the last few years,

Senator McLEeaN. No; I mean prior to this?

Mr. Rem. Some years ago they shipped quite a good many of very
small potatoes into this countr¥. :

Senator Simmons, What is the quality of those potatoes as com-
pared with ours?

Mr. Rem. Well, they are grown usually on darker soil. The po-
"tatoes are darker and are of an inferior variety when compared with

our home-grown Jersey or other near-by crops of potatoes. But they
" supply a demand under low transportation charges which enables
them to place them here. )

Senator Simyoxs, How will they g¥kade as compared with ours,
first or second? .

Mr. Rem. They would grade as a good second to our good No. 1’s.

Senator Simyons, Were you giving a little while ago the price of
American firsts and Danish firsts?

Mr. Rem. I was: yes. sir.

Senator SraraoNs, Then you were comparing a second-grade potato
with a first grade?

Mr. Rew. One was a first grade. . .

Senator Simmons. That is not a correct comparison, is it?

Mr. Remw, That is the best they have and they ship them in here.
Of course, it is not a true comparison. ) .

Senator Sianoxs. In considering the question of competition you
would not compare second-grade foreign products with the price of
a first-grade American proé’uct, would you?

Mr. Reip. We should not.

Senator Simmoxs. I should take that to be a second grade and
compare with a second-grade American potato. Then what is the
difference? L. )

Mr. Rem. Even their first grade coming in is a darker potato, it
would not fill that same demand, even though the size might be
exactly the same and there might be classes of No. 1 potato, as far as
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size ig concerned. They would not compare as far as quality is con-
cerned.

Se?nator Simmons. That is the basis, is it not, for grading pota-
toes

Mr. Rew, That is the basis,

Senator Srmmons, You said they sold for about $2.25¢

Mr. Rem, They sell for about $2.25. .

Senator Stmmons. What does the American second sell for?

Mr. Rem, $2.25 to $2.50; I am speaking now of the ordinary po-
tato. :

Senator Simmons. So there is not much difference between the
price of the Danish potato and the price of the American second?

Mr. Rew. No. .

Senator McLeaN. The size is very apt to sell potatoes?

Mr. Rem. The size has considerable to do with it; it is prime or it
is a second, as the case may be. . )

The CuamrmaN. If you are through, the committee will proceed
to hear Mr. C, W. Dunn, of New York, representing the soap section
of the American Specialty Manufacturers’ Association, and more
particularly, I understand, he will address himself on vegetable oils.

Mr. Dunn, are you ready? )

Senator SimaoNs. Before the gentleman begins, I wish to say that
a Congressman came to see me on Saturday and said that some of
his constituents desired to, be heard this morning upon the subject of

clay.

’Fhe Cuamman. I just informed the committee, Senator, that the
- clay people told me they did not want a hearing. They are going

to Yxave a hearing before the Ways and Means Committee of the
House to-morrow.

Senator Sramons, I was not here and did not hear your announce-
ment.

The CrairMAN. You may proceed, Mr. Dunn.

STATEMENT OF MR. CHARLES W. DUNN, ATTORNEY AT LAW, 32
LIBERTY STREET, NEW YORK, N. Y,

Mr. DunxN. Mr, Chairman and gentlemen of the committee, my
name is C. W, Dunn, of New York City. I am here with a delegation
representing the soap manufacturers of the United States, and also
the exporters and importers of vegetable oils of this country. The
soap industry is represented through the so-called soap section of the
American Specialty Manufacturers Association, which represents
90 per cent of the total soap output of the country.

We appear to oppose paragraph 10 of the bill H, R, 15275, which
provides a rate of duty on peanut oils of 26 cents per gallon. and a
rate of duty of 20 cents per gallon on coconut, cottonseed, and soya-
bean oils. In the present tariff law there is no tariff at all on coco-
nut, cottonseed, or soya-bean oil, and there is a duty of 20 cents per
gallon on peanut oils,

Senator Tromas. What would 20 cents per gallon amount to, ex-
pressed in ad valorem terms?

My, Dunw, Tf you please, T am going to ask the membhers of the
industry to speak nupon the practical effect of this bill. In order to
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save your time and have the matter clearly presented to you, I am
going to have four Sf)eakers very briefly present this situation. The
first speaker is Mr, I, W, Smith, who is president of the Vegetable
Oils Association of New York, an association of large manufacturers,
dealers, importers, exporters, and consumers of vegetable oils. He
is also manager of the oils and fats department of W. R. Grace & Co.
These speakers will explain the effect of the rates of duty proposed
in this bill upon the industry, which effect is not apparent except
upon analysis and examination.
T present Mr. Smith.

STATEMENT OF MR. H. M. SMITH, PRESIDENT VEGETABLE OILS
ASSOCIATION OF NEW YORK AND MANAGER OF OILS AND FATS
DEPARTMENT OF W. R. GRACE & €0, NEW YORK, N. Y.

Mr. Syrra. Mr. Chairman, as our association contemplates this
measure it will be a prohibitive tariff and will not produce any reve-
nue, for the reason that the duties proposed are practically 50 per
cent ad valorem. I think there has been some misconception as to the
application’ of the oils that are imported and that the prohibition of
those oils coming into the country might redound to the benefit of
the Southern planter. The actual effect as we sce it is this, that
should we bar these oils from importation into the United States
the only available market that the Orient will find is Europe, and
as a result Europe, which has already been educated to refinec some
of these oils and use them in an edible way, will cease buying Ameri-
can cotton oil. .

There is s}pproximately 1,000,000 barrels of cotton oil exported
annually to Kuropean countries. We feel that if this oil that i1s now
coming into the United States, and which we are using in various
industries other than for edible purposes, is shunted off into Europe
we will destroy our market theve for American cottonseel oil.

Senator Stmmons. Please tell me, what industry do you represent ?

Mr. Smrra. T am representing the New York Oil Association
which is composed of importers and exporters and manufacturers and
dealers in these oils,

The CHAIRMAN, Are you in the oil business yourself?

Mr. Sarrrrr. T am manager for W, R, Grace & Co.’s oil department.
We are dealers and importers and exporters.

Senator Simaons. You import and export oil, but you manufac-
ture none?

Mr. Sarrrr, We manufacture none. but some of the members of
our association—and I spenk more directly for the association—are
manufacturers and refiners: as, for instance. the American Tin-
seed Co.

Senator McLuan. You say we export a million barrels. How
much do we import?

Mr. Syiri. Of cottonseed oil?

Senator McLean, Noj of oils which would be used for a similar

urpose.

P My, Sy, Well, the oils that we import are not used for identi-
cally the same purpose. Cotton oil, as will be explained by one or
two of the gentlemen following me, is purely an edible oil. Tt has
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been lifted out of the soap kettle, and it has gone into edible con-
sumption in this country entirely. .

Senator THoMas, That is largely becoming a substitute for olive
oil, is it not?

Mr. Smrrn. Yes, sir; to some extent.

Senator SimMons. And largely a lard substitute?

Mr. Syitn. Largely a lard substitute, in so far as it is made into
compound lard.

Senator McLEeaN. How much coconut oil and how much olive oil
do we import? :

Mr. Syirw. T have those figures; I could not tell you offhand.
[Referring to memorandum.] There are probably 300,000,000

ounds of coconut oil imported into this country annually, in the
ast few years, which would be roughly 1,000,000 barrels.

Senator Sradrons. Do I understand it to be your fear that if this
high duty is placed on foreign oils the oils of the Orient would be
turned from this market to that of Europe?

Mr. Sayrirn. Yes, sir.

Senator Simyoxs, And we would not get any imports from the
Orient?

Mr. Syita. We would not get any imports from the Orient, and
we would destroy onr market in Europe for the quantity of oils that
we have exported there in the shape of refined cotton oils, as well
a}s]’ refined oriental oils. We have exported quite a large quantity of
those.

Senator Simmoxs, Then, we would lose the import market of the
Orient and at the same time lose the export markets of Furope?
That is your argument?

Mr. Smiri. Yes, sir; that is the argument.

Senator SurHerLanp. If these oils are not used for the same pur-
poses here that cotton oils are use for, why would they then displace
them over there in Furope?

Mr. SmrtH. The taste of the American has been educated to certain
products that the Tluropean has not been educated to. For instance,
we produce a Igreat quantity of compound lard in this country, and
we export to Europe probably 50 per cent of our total production of
lard. If we force the oriental oils into Europe and they are willing
to manipulate those oils in the manufacture of substitutes we will
help to destroy our markets for refined cottonseed oil, and also in-
terfere largely with our exportation of lard. That in itself will
react upon the American farmer through the effect i night have
on hogs and on corn used as fodder.

E:)er})ator Sismyons, What did you estimate the aw valorem duty
to be?

Mr. Symrri. Well. on soya-bean oil it would be over 50 per cent,
based on present values; on peahut oil, 45 per cent.

Senator Stmmons, And you think that would be prohibitive?

Mr. SmitH. Absolutely. ,

Senator Simmons, There would be no oriental imports here?

Mr. Smrrir. We doubt that there would be any quantity at all.

The CuamryMan, What part of our interchange of commodities
with the Orient would that interfere with?
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Mr. Syitn. 1 would say, roughly, that the importation of the four
oils mentioned in the schedule total probably $100,000,000 annually.

Senator Simyons. You mean we import that much?

Mr. Synri. We have imported approximately that quantity.

Senator SimmoNs, And do now?

Mvr. SmirH. Yes, sir.

The Criamyman. That quantity of oils?

Mr. Sarrn, Of foreign oils.

b l?gnator Staryons, Oils of the character of those mentioned in the
i

Mr. Syiri. Of that character, I think I have here the figures;
I may have overstated them, and T would rather read from the official
figures of the Burean of Foreign and Domestic Commerce: For the
fiscal year ending June 30, 1920, the importation of peanut oil was
valued at $27,750,000: sova-bean oil, $25,280,000 : coconut oil, $38.532. -
000: cottonseed oil, which is a very inferior article and doesr . o1,
pare with our domestic cottonseed oil at all, $3,255,000.

The Cuamrman. It has been represented to me ersonally that
these eastern nations might adopt retalintory methods if we impose
this duty. What do they mean by that?

Mr. Syorn. Well, we have been competing for the world markets
in all sorts of products. We have been selling steel products to
China and Japan, from which countries most of these oils come, and
we have heen selling them cotton goods and piece goods. I am not
familiar with all the details of those businesses, but in a general way
we have developed a very large export business there, and it is only
natural that Great Britain, France, Germany, and Italy will be com-
peting for that trade, and if we put up any barriers against their
products coming into this country it is only natural that there will
be retaliatory measures adopted by them.

The Ciairman. Then we would not be permitted to sell our cotton
goods and other articles like that in those countries?

Mvr. Sy, It would make it more diflicult to do so.

Senator Sivmmons, Ts not that same argument true of everything
else in the bill?

Mpr. Sxarru. T could not answer for any of the other articles.

Senator Stmmons, Is not the principle of the argument the same?

My, Syarrn. The principle seems to he true to some extent.

The Ciairman. The principle is there, but I have not heard it so
definitely stated as I have in tne case of this particular duty.

Mr. Smrrn. I do not, know how the other duties compare with the
value of the merchandise: I have not studied the Ml iy that par-
ticular; but, as T have stated before, based on present values, this
duty is approximately 50 per cent ad valorem.

The Cuarman. You are an importer of these things. What is the
difference between the price that you have to pay in China and Japan
for these oils and the prices you have to pay here?

Mr. Syurra. I do not gather just the full meaning of yvour question.
You mean the same oils?

The CHairmMaAN, Yes.

Mr. Symiti. As, for instance, soya-bean oil?

The CHarMAN, Yes,

Mr. Satrrn. That depends largely on market conditions. The vol-
ume of business is so large, and the competition is rather keen, and it
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is handled on a rather close n.ergin. I will say that, roughly, we are
very well satisfied with a gross profit of 5 per cent, but, unfortunately,
during this last year we have not done that well.

The CuarmaN. Have you any further statement to make?

Mr. Syrri. Nothing further that 1 think of. ’

The CuamyaxN. The hour of 12 o’clock having arrived and the
Senate being about to meet, the committee will stand adjourned until
8 o’clock this afternoon, to meet in this room.

If there is no objection, the chair would like to have the reporter
insert in the record at this point a telegram from Mr. Spencer Pen-
rose, of Colorado Springs, on the beet-sugar industry. '

(The telegram presented by the chairman is here printed in full.

as follows:)
Coror\no SvriNcs, Coro., December 21, 1920,

Hon. Boiks PENROSE,
Commercial Trust Building, Philadelphia, Pa.:

The bheet-sugar industry of the West is to-day facing a crisis. Thix year's
output has been produced uader war condittons, hoth as to costs of the farmers
and the manufacturers. The demoralized condition of foreign exchunge is
forcing not only atll of the Cuban sugars onto this market but those of other
sugar-produeing countries as well, and the domestic sugar producers arve selling
thelr high-cost sugars in competition with forefign raws dumpe@ on our market,
You will recall that when the Food Administration was fixing prices it altowed
the Loulsiana planters 17 cents per pound, as against 113 cents per pound fixed
for domestic beot sugar. It is estimated that the western heet-sugar compunies
have heen forced to horrow some $75,000.000 on the present unfavorable money
miarket for the purpose of paying the farmers for beets and financing their
manufacturing operations. If this condition is not relieved, few, if any, of
the beet-sugar companies will be in a financial position to contract for beets
next year, and an emergency tarifl of 4 cents, effective to July 1, is imperative,
Without immediate action the industry will be ruined, as preparations for next
year's erop should soon be under way. In the meantime general tarifl legixlation
will doubtless be up, when the matter of a permanent tariff can bhe given its due
consideration. It is not going too far to say that the domestic beet-sugur pro- .

duction saved the food situation during the war,
SPENCER PENROSE.

(‘Thereupon, at 12 o'clock noon, the committee took a recess until

3 o'clock p. m.)
AFTER RECESS,

At 3 o’clock p. m. the committce reassembled, pursuant to the tak-
ing of recess.

The CirairManN, The meeting will be in order. We will now hear
Mr. Dunn.

STATEMENT OF MR. CHARLES WESLEY DUNN, ATTORNEY AND.
COUNSELLOR AT LAW, NEW YORK, N. Y.—Resumed.

Mr, DunN. Mr. Chairman and members of the committee. I
would like, first, to enter into the record the members of the Vege-
table Oil Association of New York, represented by Mr. Smith, who
spoke this morning.

. (Tl;e list of members referred to is here printed in full, as fol-
ows:

Members (partial list).—W. I, Grace & Co., Balfour, Willianison & Co., J. C.
Francisconi & Co., Marden Orth & Hastings Corporation, American Linseed
Co., Young Commission Co., Pacific Trading Corporation.
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Mr. DusnN. Our first speaker this afternoon will be My, C. Rogers
Brown, who is president of the firm of Brown, Farrell & Edwards,
exporters and im}()/orters of vegetable oils, of Seattle, San Francisco,
New York, and Chicago. Mr, Brown is the representative of the
Foreign Commerce Association of the Pacific coast, an association
of practically all of the trade on the Pacific coast, including the im-
porters, exporters, manufacturers, dealers, and consumers of vege-
table oils, He was also a member of Mr. Hoover’s staff during the
war, being a member of the advisory committee of seven on im-
ported oils and fats.

't'.'l‘he? CuairmaN, How many witnesses have you on this oil propo-
sition

Mr. Dunn, We have three more besides Mr. Brown, and they will
be very brief.

Senator THoMas. Did the gentleman who had the floor at our
recess conclude?

Mr, Du~n. Yes, sir.

The CuairMaN. I hope we can boil this down now, so that we
can get through within our appointed time.

Mr. Dunn. Yes; Mr, Chairman.,

The CuamrMan, Who is the next witness?

Mr. Dux~. Mr. Brown. . _

The CramrMaN. Mr. Brown, we will be pleased to hear from you.

STATEMENT OF MR. C. ROGERS BROWN, NEW YORK, N. Y,

Mr. BrowN. Mr. Chairman and members of the committee, the
prolposed tariff, I am absolutely sure, carries a rate of revenue which
will be absolutely prohibitive if apphed to the peanut oil, soy bean
oil and other oils from the Orient.

Senator Tromas. You mean the rate of duty?

Mr. Brown. Yes, sir. The measure will not be of any benefit
to the American farmer, and it will be to the great detriment of
many other industries.

The reason for this is that our principal oil commodity in this
country, which is cottonseed oil, depends to-day, to quite a con-
siderable measure for an outlet in Furope, where it is sold in the
refined state.

Furthermore. a very important commodity that is involved in this
proposition is the American lard. \s vou probably know, lard is a
product of the American hog. which in turn is really a product of
American corn.  Fifty per cent of our production of lard has usually
been consumed in this country and 50 per cent in Ilurope. The value
of this lard in Europe depends a great deal on the price which
Europe has to pay for fats from other competing countries and other
vegetable oils from which they can make substitutes.

If we i)rohibit the entrance of these oils from the Orient, it means
that the largest supply of vegetable oils is thrown open to the Ameri-
can buyers, with no competition at all, and in turn very much cheaper
substitutes for lard will be produced, and the price of American lard
will be very adversely affected.

I think 1t is a well-known fact to all economists that the surplus
of any article is usually the tail that wags the dog. The surplus lard
which we send to Europe is really the part of our production which
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determines.the price we get for the part that we use here in this
country ourselves, and in turn it has a great bearing on the value of
corn. The amount of corn that is fedg to the hogs in this country
represents a very considerable portion of our crop. ‘

‘he CrrairmaN. If you make the American hog market here profit-
able, that would also have an effect upon the corn that is consumed
here, would it not? ‘ .

Mr. Brown. Yes, sir.

The Cnarmax. We are as much interested in having hogs pro-
duced here to eat the corn as we are in having hogs proﬁ’uceqf,w rich
we can export over to Great Britain and other countries.

Mr. Brown. Yes, sir. The oriental oils which are up for consid-
eration are oils that have been developed in their use in this country
rather recently, and the facte are that about 65 per cent of our
imports have been manipulated by American manufacturers, which
has been possible through their efticiency and the development work
which they have undertaken, and that oil has been reexported to
Europe. ‘The gencral effect on our foreign trade would be very
serious, for the reason that these oils constitute one of the principal
bases for our exchange with the Orient, and I do not believe there is
any more fertile field that the United States is looking forward to
than to expand its business in the Orient, where so many people live
who at the present time ave living in a primitive state of life and
where the possibilities for development are the greatest.

We are exporting a great deal of lumber~and steel. Tn my business
in years past I exported steel and other commodities. such as chemi-
eals, to the Orient. Take our Pacific coast, for instance. Our
friends in the Orient would consider it a direct thrust against them
if we declined to go on with the business which we so successfully
started, andl we might have the spectacle of China and Japan and
other countries placing all of their orders for lumber in British
Columbia.

Senator Tiomas. Are you receiving or importing these oils, man-
ufacturing them or changing their character, and then exporting
the product?

Mr. Brow~. I am not engaged in the manufacturing business my-
self, but I happen to be acquainted with the business.

Senator THoMAs. I assumed that you were speaking for certain
interests, and when I say you I mean those interests.

Mr. BrowN. Yes, sir. It is a business which has been built up
here as a result of the war., During the war the Food Administra-
tion took a great deal of interest in considering these propositions
with the point of view of developing as much business on a perma-
nent basis as was possible, taking advantage of the experience

ained through the war and pointing ont to the various people at
interest the advisability of lollc)ing at it-in that light, with the idea
of mastering this business.

The CriairmaN, Is there much butterine or cocon butter made
from coconut oil exported? _

Mr. BrownN. Our exports of butterine are very considerable.
Europe was always the—— . )

The CralrMAN, I mean, made from these particular oils. T am
not referring now to that made from the oils which we produce,
but I mean made from the oils which we import.
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Mr. BrownN. Yes, sir.

The CramryMan., Where do we export that butter and butterine?

Mr. Brown. Recently a great deal of it has gone to England.

The Cuamman, The majority, however, of these oils, if 1 under-
stand you correctly, are used in the manufacture of soaps, are they
not, and things of that character?

Mr, BrowN. Some of them are used in soap. I might, with your
permission, take each oil up by itself. It will take just a moment.

The Ciarman., We will be glad to have you do that.

Mr. Browx. In the case of peanut oil, in 1911 the value of our
imports was $0674.000. These figures are all based on the fiscal
year ending June 30. ~

June 30, 1920, the total imports were $27,750,000.

The use for oil in this country has been established in the manu-
facture of compound lard and in the manufacture of margarine
and in the manufacture of oils that are used as substitutes for salad
oil, such as olive oil.

In 1919 our entire domestic crop of peanuts went to the candy
manufacturers. The result was that American manufacturvers who
had established the use of peanut oil in certain brands of marga-
rine and compounds where peanut oil was essential, would not
have had any peanut oil if we had not been able to get this oil
from the Orient. Their business would have been practically de.
stroved. because the candy trade took our entire output.

Senator La Forrerre. To what extent doces this oil that you speak
of and that you import go into the manufacture of margarine?

Mr. Browx. Peanut oil goes——

Senator La Forverre. What proportion of it?

er. Brown. Peanut oil goes into an average of about 10 per cent
of it.

The CrrairmaN. What is the other 90 per cent used for?

Mr. Brown. Of the oil? :

The CruamymaNn, Of the peanut oil. I understand 10 per cent of
the peanut oil goes into the manufacture of margarine.

Mr. Brow~. Some of the peanut oil is used in compound lard, too,
the same material that cottonseed oil is used in. )

The CuairMaN., And about 10 per cent of the peanut oil is used
for butterine?

Mr. Browx. Well, a butterine formula calls for about 10 per cent
of peanut oil. .

he CrairMaN. T understood the question of the Senator from
Wisconsin (La Follette) was, What percentage of this oil that you
im 1e[ort oes into the manufacture of margarine ?

Mr. Brown. T could not answer that right ofthand. I would have
to refer to figures to give that. .

Senator La Forierte. Are you able to refer to any figures so as to
include it as a part of your statement here?

Mr. Brown, I can ‘at the end, if you will allow me to put the
figures in. I will gét them very quickly and submit them.

Previous to the war Germany controlled the peanut-oil business
of the world. We were large buyers of peanut oil from Germany.
They took the peanuts to Hamburg, and we bought a great deal of
peanut oil from Germany. The war made it possible for us to
practically lead in that business on a world-wide basis. We brought
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the oil into this country and manipulated it and exported the
products.

In the case of soy-bean oil, previous to the war England controlled
that trade. They pressed beans at Hull, and we bought some bean
oil from England, but not a great deal.

Senator La Forrerre. What use is made of that soy-bean oil?

Mr, Brown. It is rather an inferior oil on account of its color.
and it ‘has good qualities of taste, and it is an oil principally suited
for the manufacture of soap. During the war, when there was such
a scarcity of these products, and the tastes of people were a second
consideration, some of that oil was also used in the manufacture of
edible products.

Senator La Forrerre. How much soy-bean oil is produced from
soy beans raised in this country?

r. Brown. Practically none.

Senator L.a Forrerre. How extensively are soy beans raised in
this country?

Mr. Brown. They are not raised to any appreciable extent at all.

Senator La Forrerre. Why not ?

Mr. Brown. Well, the product which they give is inferior to the
product which other vegetable seeds will yield.

Senator La Forrerre. You mean for the purpose of oil?

Mr. Brown, Yes, sir; and the residue is only suitable for cattle
feed and for fertilizer.

S?enator La Forrerre. It is very useful as a food for cattle, is it
not

Mr. Brown. Yes, sir.

Se;mtor La Fourerre. Being quite extensively used for that pur-

ose
P Mr. Brown. Yes, sir. If it were not for the bean cake that we get
on the Pacific coast the price of feeds along the Pacific coast, with
our present railroad rates, would be practically prohibitive. The
Pacific coast farmer is in large measure dependent on the various
kinds of cakes which he can get from the Orient, such as linsced
cake, soy-bean cake, and copra cake. '

Senator La FoLrerte. Soy beans are being qluite‘ extensively grown
in Wisconsin for silage, mixed with corn and put into silos. It is
cut right up and used as silage,

Mr. Brown, Yes, sir.

Senator La Forrerre. And it adds a very necessary ingredient to
a well-balanced ration. :

Mr. Brown, It is a good ration.

Soy-bean oil: Our imports in 1911 were valued at $2,500,000.

In'1920, for the year ending June 30, $25,000,000.

I might sag that since the process of deflation has started in with
such vigor there have been no imports. The business represented
by these figures is all business that was placed at high prices, con-
siderably before deflation. ) L .

Senator Tromas. Has the exchange anything to do with that?

_ Mr. Brown. No, sir; our exchange with the Orient is maintained
on a fairly normal basis, simply on account of these products.
it weire not for these products we would be in a very unfavorable
position.
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Senator Tromas, Have you a statement of imports and exports
from and to China and Japan?

Mr. Brown. Of all commodities?

Senator TaHoMAS. Yes,

Mr. Brown. No, sir; I have not.

Cottonseed oil from the Orient was valued at $808,000 in 1910,
and in 1920 it was $3,000,000.

Cottonseed oil, which is produced over in the Orient, has a seed
the quality of which is such that it produces a very inferior grade of
oil. It does not come in competition with our domestic cottonseed
oil at all, and as you can see from these figures, the quantities are
practically negligible. The oil is practically only useful for the
soap kettle. ‘I'he entire oil business which this country has built up
with the Orient is a tremendous factor in any future business that
we are considering developing and maintaining in the Far East,
and if we are going to sell machinery and steel and chemicals, lum-
ber, and other products. it is going to be absolutely necessary for
us to maintain the excellent position in which we have placed our-
selves in this oil business. We not only have disposed of our own
crops, but we have managed to handle the crops of the Far East,
and have managed to make money out of it.

Senator Tromas. Why have those importations recently ceased?

Mr. Browx. Becanse the prices in this country have been below
their cost of production and they have not been willing to——

Senator THomas, You can get the domestic product now for less
than you can get the foreign product; is that itg)

Mr. Brown. Yes, sir.

The Cuamyax, The balance of trade is against us in our trade
with the Orient by a considerable amount, is it not? In other words,
we buy very much more from the Orient than we sell?

My, Browx. It has dropped off lately.

The Cnairman, Has it not been for years in that condition?

Mr, Browx, We have had quite a balance against us. but it has
a0t been such a great one as to throw our exchange out of line, such
as our exchange is with England on account of their unfavorable
trade balance. The silver yen is about par here.

It would absolntely deal a very killing blow to a very important
industry. thisoil industry, which has entailed the investment of about
£4,000,000 at Seattle for special docks and tankers for hundling,
about $2,500.000 at Portland, Oreg., and around $2,000,000 at San
Francisco. The American soap maker has been very enterprising,
He has started to erect plants on the Pacific coast with the intention
of going into China with his soaps.

Out of our domestic cottonseed oil and the refining process in mak-
ing the oil good for table purposes, a residue of about 9 per cent is
obtsined which is only sunitable for making sonp.

The Crnammaxn. If, up to the time the deflation of which you speak
obtained. you could purchase and you received considerable importa-
tions of these oils from the Orient, and since the deflation the price
of the American product has dropged down very low, so low that
you say that there is none imported, could you still continue if the
American price was: raised up to an amount equal to the former
price?

80422—21—-13
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Mr. BrowN. The price will have to come to a world-wide position,
because it is a world-wide proposition. The tariff will not affect it.
We have a surplus of cottonseed oil and a surplus of lard, and we

have to sell it in the largest market in the world, which is Europe.

" The CrairMAN. You say the tariff will not affect it. What objec-
tion is there to it if the tariff does not affect it?

Mr, Brown. It will not have the effect of making the American
product worth any more, for the reason that our surplus will de-
termine the price of our domestic business. We will not sell lard
to the Europeans any cheaper than we intend to sell it to the Ameri-
can consumers. :

Senator Tromas. If we produce a .surplus in this country, I
should think you could get the domestic product cheaper than you
could get the foreign product, because, as you say, it is the surplus
that fixes the price. ,

Mr. Brown. Yes, sir. Anything that affects the marketing of the
surplus is a very important thing. If we do not compete with
Europe in taking these oriental oils, we have some skill and some
strategy to use in manipulating them. Our manufacturers are
capable of doing that. We can take these oils and manipulate them
and resell them and control the market and keep the business pass-
ing through our hands, just as we did before to a very great extent,
The surplus of our own crops has got to be sold in competition with
these same oils from the Orient, because if they do not pass through
the United States they go there, and in the end we have got to base
our prices on what we can get in Europe.

. A very careful investigation of all of the facts and the other

lines of business involved, I believe, would satisfy any student of
the situation that the proposed duties would not make for any
revenue for the Government or enhance the value of our domestic
products as far as vegetable oils are concerned.

The CuairmaN. You think, then, it would be an ill wind that
would blow no good to anyone?

Mr. Brown, What did you say, sir? |

The CuAairMaN. You mean, then, that the tariff would be an ill
wind to you and would blow no good to anyone else ? ’

Mr. BrowN. I do not think it would blow any good to the greatest
number. The interests that are involved in a proposition of this
kind are so ramified and remote that it certainly would be at least
unfair to deal with the matter without the most thorough investi-

ation,
é The war gave this country a great opportunity, and the country
took advantage of it to get started in some industries that are very
important and which should be continued without harm to any of our
own people, and it would really be to their benefit.

If we can ship soap to China, we can take so much more cotton-
seed oil. If we can buy oils over there, the purchasing power for
our cotton is a great deal better. - If we are an unpopular Nation
throughout the Far East, we are going to be the last ones to get any
business from anybody. We will only be able to get the business on
the basis of holding some mono1l>oly over some of these products.

Senator Taomas. Can you tell me why these enormous quantities
of beans and oils should be exported from China at present, when it
is said that so many people there are starving for lack of nutrition?
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Myr. BrowN, Transportation in China is so primitive that it is
easier to get groducts from some of the Provinces to our ports than it
is from one Province to another. Some are so isolated from others
that it is very difficult———

Senator THonmas. Tt seems a horrible thing to take foodstuffs
from a starving country.

. My, Brown. It is. We have a source now in one of the Provinces
of China, but the famine sufferers are so far away from that section
that it is impossible to suﬂ:ly them.

Senator La ForLrerre. They are too poer to buy, are they not?

Mr. Brown. They have means of buying from one another. The
financial situation ti’\ere is not the same as 1t is in Europe,

Senator La Forrerre. Transportation is a constant thing. You
do not have a famine always as you have it this year.

Mr. Brown, That only emphasizes the development that has to
be done over there, which this country can do, and it also emphasizes
the need of keeping our trade up across the Pacific Ocean. It is the
only spot in the world where the people have not been ravaged so
much by war and where they are in a very receptive mood to do
business with the United States.

-Senator TroMas. That is also true of South America. Is it not?

Mr. BrownN. To a great extent, yes, sir. I do not think the pros-
pects in South America are as good as they are in the Far East.

Senator Twmomas, The exchange is in bad condition in South
America as to some parts of it.

Mr. Brown, But in the case of those people over there anything
in the way of a prohibitive tariff would certainly be interpreted as
a thrust against them. It would not be interpreted as a necessary
thin|g to preserve ourselves.

The amount of railroad equipment that has been built here in the
United States just to handle this business is very considerable.
The number of tank cars and other fucilities all the way along the
line involves very large figures. Many American refiners who would
undoubtedly be here to take an interest in this matter to-day are so
closely associated with some of the cottonseed oil people that they
are not taking the active steps in opposing this thing that they other-
wise would, although they are against it.

-Senator Trxomas, They are noncommittal ?

Mr. Brown. Yes, sir.

Senator TrHomas. Like some of our Senators,

Mr. Brown. The oils that have been brought in here have been -
put out under various brands and are known all over the world, We
ship refined peanut oil to Italy and Poland and every country in
Europe that we can get into; and the American oil refiner who
before the war practically was obscured as far as world-wide trade
was concerned now occupies a very dominant position.

Senator McLeaN. You say that Germany controlled this business
before the war?

Mr. Brown. Peanut oil; yes, sir.

Senator MoLean. Will she not resume her control?

Mr. Brown, She is trying to now. Her agents are out in China.

Senator MoLeaN. As far as the European markets are concerned?

Mr. Brown. I do not think she can right away, but she will cer-
tainly make the effort. All of the European countries are making
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an effort in the Orient. There is nothing better they would like than
to see us shut out from any selling market over there by not buying
anything.

Senator Tromas, That has always been the case.

The Cnairman. Is there anything further?

Mr. Browx. I will get those figures that you referrved to, Senator,
and submit them a little later.

The Cramryan. Very well; we will see that they are printed.

Who else have you to present? .

My, DNy, The next spenker ic Dr. M. H. Tttuer, who is chief
chemist of Colgate & Co., and who represents the American soap
industry.

The Cuamrvan, Mr. Tttner, the committee will be pleared to
hear you.

STATEMENT OF MR. M. H. ITTNER, REPRESENTING COLGATE &
C0. AND THE AMERICAN SOAP INDUSIRY, NEW YORK, N. Y.

Mr. Itt~er. Gentlemen of the committee, I have been asked to
read a telegram that was sent last week to the committee:
NENATE FINANCE COMMITTEE !

Referring to the House of Representatives hill 15275, emergency hill lmposing
temporary daties on certnin agricultural produets imported tnto the United
States, we, the sonp seetion of the American Specialty Manufacturers’ Assocla-
tion, In conference, destre to protest againsg the bilt in general and more pav-
tleulnrly seetion 10, page 2, oils: Peanut, cotton seed, ¢oconut, aiul soyn hean,
the offect of which would prohibit the importation of such olls, therveby pro-
ducing no tarift revenue, and in view of the fact that we export to foreign
countries in the refined state a large percentage of the erude oils Imported,
would operate agiinst the exportation of such oils through giving Burope an
opportunity to buy these ofls divect fromn the producing countries cheuper,
therefore curtatling our fmports and exports, and Instead of helping the value
of our own production of cottonseed ofl would operate against its value, and
in additien curtail our vofining indnstries in the United States angd foree into
the sonp Lettie high-grade «dibie oils which ¢an now be exported to better ad.
vantage., The cheaper oriental ofls can be used In the soap kettle, thereby
keoping down the price of =oup to the eotisumer. The passage of the proposed
bill would not benefit the producers hut would prove a detriment to ofle
refining operations, therehy affecting the wage earner and inereasing the cost
of soap to the consumer,

That telegram is signed by F. M. Barnes. representing the Procter
& Gamble Co.; J. R. Collingwood, representing Fels & Co.; and
Russell Colgate, representing Colgate & Co.

") f : A (3 . 3 ’

Senator Tromas, What is the ad valorem duty fixed by this bill?

Mr. Irrner. Twenty-cix cents per gallon on peanut oils and 20
cents per gallon on the other oils. Twenty cents per gallon means
2% cents per pound. Figuring the foreign price of some: of these
oils, that would be about 50 per cent ad valorem. For instance, on
soya-bean oil it would be about 50 per cent ad valorem.

Senator Tromas. What would the other oil at 26 cents be?

Mr. Irryer. Peanut oil is incréased the same amount.

I appear on behalf of a number of important sonp manufacturers
of the United States, and 1 wish to speak with regard to the pro-
posed duties on peanut, cotton sped. coconut. and soya-bean oils,

The several manufacturers in thig country employ thousands of
workmen in the manufacture and distribution of soap and various
products. By far the greater percentage of sonp is consumed in the
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homes of the people. It enters every home in the land. Soap has
long been recognized as a necessity. The late war proved this he-
yond all doubt. Its use was a great advantage to countries ade-

uately supplied with it, and the lack of it was a great handicap to
those countries having an inadequate supply.

Glycerin, which is produced at the same time and by the same
chemical process as soup, was a war necessity of first magnitude;
and the American soap manufacturers, when called upon by our
(GGovernment during the war, met promptly and adequately the re-

uirements of our Government and of our allies for this article.

he soap business., though of primary importance to the welfare
of the country as well as of the people at large, suffered many disad-
vantages in the matter of obtaining its raw materials. Some of the
oils and fats which might otherwise be available for soap making
were used in the manufacture of food products. Some grades are
suitable only for soap making. and a very large portion is of a grade
that is divided between the manufacture of edible products and the
soap kettles, according to the importance of the demand from one
industry or the other. The result is that the soap maker seldom
finds the market favorable to his entering it and purchasing his re-
quirements freely without danger of unduly raising the price. The
act is the good of the soap industry and of the consumers of soap
would require that every possible source of fats and oils should be
available for soap making.

With respect to two of the oils mentioned in paragraph 10, peanut
oil and cottonseed oil, these oils are produced in this country, and
cottonseed oil. especially, is exported from this country in larger
quantities than it is imported, and therefore it is not in need of
protection.

With respect to the other oils mentioned in paragraph 10, coco-
nut oil and soya-bean oil, practically the entire amount of these oils
is produced from materials not grown within the United States,
The proposed duty would therefore not result in any direct protec-
tion of any important American interest, and any benefit that might
be derived therefrom could only be indirect.

It is, however, perfectly evident that the soap maker could not
use them without paying the large increase in price that might
then be brought about.

The duty proposed of 20 cents per gallon amounts to 2§ cents per
pound and would be as much as 40 per cent on the domestic price
and a still higher percentage on the foreign value which is used
for duty purposes; and this on articles that do not themselves need
protection,

It should further be borne in mind that we have not only been
depending on oriental countrics for some of these oils, but these
conntries have been depending on us as an important market for the
oils, and the trade that has grown up because of our buying these
oils has caused them to take American manufactured products in
greater variety and in greater quantities. The oriental countries,
with their vast populations. furnish not only an important market
at present, but unlimited possibilities for future development unless
measuvres similar to this contained in paragraph 10 should upset the
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:tz;vorable conditions that have gradually developed over a period
of years.

'$hould we cut off the imports of these important oils these coun-
tries might at once_retaliate by cutting off a large part of their
purchases from us. In fact, they might be forced to do so. However,
a country must curtail its imports if its exports are cut off or seri-
ously curtailed, and this would give us a duty on oils not produced
here and would not protect the American farmer.

The four oils mentioned in paragraph 10 are not mutually replace-
able for all uses, one by the other. Especially is this-true of coconut
il which, to a considerable degree, could not replace cottonseed oil,
and also could not be replaced by cottonseed oil.

This is especially true in the soap business, Coconut oil pos-
sesses peculiar properties, and it is a necessary ingredient of many
soaps. It is a necessary ingredient of practically all toilet soaps
and practically all floating soaps and of many laundry soaps. The
reason for this is that the soap produced from it is much more
soluble than the soap produced from most other fats and oils, and
by incorporating a certain percentage of coconut oil into the soap
you get free lathering qualities even in cold water which you can
not get if coconut oil 1s not used. .

(At this point Senator Penrose entered the hearing room and
took the chair,)

My, Irexer, This being the case, a duty on coconut oil will not
serve to protect any important American industry in need of protec- -
tion even indirectly. These wour oils are fundamental raw materials
in a low stage of manufacture and are practically without protective
requirements; and this being the case, we respectfully request that
they all be placed on the free list or retained there,

Senator Tionras. Is there much competition in soap manufacture
in the United States? .

Mr. Iteser, Yes, siv.  The soap manufacturers are all independent
one of the other. There is no organization. There is no trust or

eneral understanding among them, and each organization is work-
ing for itself, and there is considerable competition. L

The CuairmaN. Is there not a good deal of profiteering in the
soap business? ) ) ‘

My, Inrner, No, sir; there is not. I might say that that is a good
question and I am glad to be given a chance to answer it.

During the war the cost of fats went up considerably, about two
or three times what they had been before the war., As I mentioned in
this little statement which I read, glycerin is a by-product in soap
manufacture. During the war there was great need of glycerin for
war purposes, and, as I stated, the soap manufacturers met the re-
quirements. Tt was an absolute necessity for war purposes. The
price of glycerin went up. There was no way of controlling it ex-
cept the matter of supply and demand, and every soap maker in the
land, in figuring the price of soap, figured the value that he got for
his glycerin, and soap was sold on a basis that was very much below
the cost of production if it were not for the return from glycerin,
That is, when you consider what the oils cost and what the soap sold
for, it was soldyvery much below cost if it were not for the price they
obtained for their glycerin. : =
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Senator La FoLLerte. How much did the price of glycerin advance
during the war? .

Mr. ITrNER, About the highest price was around 65 cents.

Senator THoMAs. A oun%i?

Mr. IrTNer. A pound; yes, sir. There was great need for it, and
the sonp manufacturers met with the Government. They formed a
temporary organization at the request of the Government, and nearly
every manufacturer did his utmost to increase his capacity and to
increase the amount of glycerin.

Senator THoMas, What was the prewar price?

Mr. ItTNeER. The prewar price fluctuated considerably. It had
been around 16 and 18 cents and u}) to around 30 cents a pound, and
the Government, in conjunction with soap manufacturers, agreed upon
a price that was not fixed in the sense that manufacturers had no
price-fixing board, but there was an agreement between the Govern-
ment and the soap manufacturers during the latter stages of the war
whereby a price of 62 cents a pound was maintained for two months
and 60 cehts a pound and then 58 cents a pound—a gradually de-
scending scale. In fact, the soap manufacturers were very anxious
.to have the price of glycerin as low as possible, because they could
foresee that when the war would be over they would be left with a
Jarge amount of material on their hands at a low price; deflation
would sooner or later take place, and they would all have large losses
to take, and they were as anxious as the Government was to have the
price low. It was at their suggestion that they had a descending
scale for glycerin.

:{‘tlle ?CHAIRMAN. Have you anything further to state to the com-
mittee

Mr. IrrNer, That is all, except that, as I have stated, it seems from
our standpoint that this bill can not in any way be of benefit; that is,
this duty on coconut oil and soya-bean oil can not in any way affect
the farmers, certainly not directly, because those products are not

roduced here; and we believe that even indirectly it will not help,
ut we think that these articles should be placed on the free list or
retained there.

I thank you, gentlemen.

Mz, Dusw. I would like to place a resolution in the record adopted
by the New York Produce Exchange, with your permission.

(The resolution referred to is as follows:)

Niw York Propuce FXCHANGE,
New York, December 30, 1920.
To rHE Boarp o MANAGERS OF THE NEW York PRoDUCE EXCHANGE.

GrNrreMEN ¢ At a meeting of the members of the oils, waxes, and fats trade
ofl this exchange, held December 28, the following resolution was unanimously
adopted ¢

Resolred, That the board of managers of the New York Produce Exchange
be requested to send to the United States Senators from New York and to the
Sennte Finance Conunittee, a formal protest against the emergency tariff bill
now pending in the Senate in so far as it relates to peanut oil, soya bean ofl,
coconnut ofl, and cottonseed ofl, and that a committee of three be appointed to
submit a proper deaft of protest to the board of managers,

Therefore the undersigned appointed committee submits to the board of
managers the following reasons for the protest which they respectfully request
be incorporated in thelr communication to the United States Senators from New
York and the United States Senate Finance Committee:

1. As a revenue-producing measure its effect will be nil and will stmply act
as a complete embargo against imports,
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2. The olls In question have entered largely into the manutactuve of foml.
stuifs, pnints, sonps, ete,, and {f the proposed tariff is adopted it will materinlly
inerense the cost of these commodities 1o millions of domestic¢ consuniers,

3. The proposed tariff will effectively stop our export business in food produets,
soaps, and paints manufactured from these olls,

4. 'The propused tariff will eause the diversion of the entire orlental vegetable
ofl shipments to European and other foreign markets, who will be enhabled to
purchase largely at thelr own price, thus supplying foreign demands which here-
tofore have been supplied largely by this country.

5. Furtherniore, by automatically placing our own domestic cottonseed oil at
a disndvantuge in price as compared with oriental oils, these orviental oils will
be shipped divect to Europe, supplying their demands, which heretofore have
been filled by our own domestic cottonseed and peanut ofls and their derivatives,

6. This would not Improve the condition of our domestic cottonseed and peanut
ofl trades, because the surplus production of European manufacture from
orientnl otls ut a much lower price would be shipped back to us in the shape of
compound lard, margarine, or even soaps, paints, and other products, at & much
lower price than our own domestic manufacturers could produce,

7. Such a prohibitive tariff will be one more step toward the destruction of
our export business and eventually will result in the closing down of numerous
factories throughout the country, foltowed by added unemployment,

8. This will likewise have a direet detrimenta effect throughout the shipping,
banking. importing, and exporting interests.

9. This legislation, if passed, appears to be only @& (alse economic measure
and can only result in a detrimental way to our trade at home and abroad,

Respectfully,
H., Manrt SmMmi.
Osear 8, Frasu, Chairman,
Mawrin 1Y, Avsmn,
I. R. Boopy,
Special Committee,

Mpr, Duxwn. Our final speaker is Mr. 8. W, Eckman, the president
of B. T. Babbitt & Co., sonp manufacturers. .

The Cramyax. Is he your last witness?

Mr. Dunn. Our last speaker; yes, sir.

STATEMENT OF MR. S, W. ECKMAN, PRESIDENT OF B. T. BAB-
BITT & CO., SOAP MANUFACTURERS.

Mr. Eckman, Mr, Chairman and gentlemen, I had not intended
to make any statement, but it was suggested that the case should be
presented from the point of view of the selling end of the soap manu-
facturers, so I have jotted down a few little notes here and 1 will be
very brief in presenting them.

In the first place, I desire to call your attention to the fact that
recently we have built up, mostly since the war, a rather large export
business on common laundry soaps in markets which we formerly did
not have at all.

The Crairman, To what countries do they go?

~Mr. Eckman. Largely to Scandinavia, some to Great Britaixu, the

Baltic States, slightly to Turkey. Those are the countries with
which I am personally familiar to which common laundry soap has
gone in rather large %uantities since the war.

Sﬁnator Troyas. The general impression is that the Turk never
washes.

The CriairyaN, That was my impression.

Mr, EckmaN, You will be surprised to learn that even the bolshe-
viks have bou%l_xt a million cases of soap.

Senator La Forrerre. Is that soft soap?
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Mr, EckymaN, Noj it is solid soap.

Senator Troyas, Can you give the amounts, the figures?

Mr., Ecoxamax. I can not give you the figures except to say that
some manufacturers during the last two years have exported half of
their entire output of laundry soap, manufacturers who before the
war did not export any to Europe, and their European exports have
amounted to half of their total manufacture since the end of the war.

Senator T'royas. Is that continuing in the present period of de-
pression ?

Mr, EckxmaN, Not in the present period of depression. Those
countries that import soaps are not importing them from the United
States or anywhere else during the last two or three months.

'The Cuamryan. What do our imports of soap amount to in dollars
and cents?

My, Ecgkman. Normally our exports of laundry soaps were con-
fined exclusively to the West Incies, and one particular brand to
Great Britain, and at little to South America. The total exports
were very insignificant.

The Cramyan, Did you export any to the Eskimos?

Mr. Eckyan, Practically none whatever.

Senator Carper, The Senator asked you about our normal exports.

Mr. Eckmax. Our normal exports before the war were only to the
West Indies and some of our nearby markets, This expm'tation that
has taken place since the war to European ports is something that
we are hoping to maintain permanently.

Senator CarLpver. ITave vou any idea of the value of the exports
of lInundry soap during the first six months of 1920?

Mr. EckyaN. T have not the figures in dollars and cents. I am
familiar with what we did in our own business.

The CuamMaN. You spoke of a greatly increased export. Have
you any idea, in the roughest kind of a way, what it amounts to in
dollars and cents?

Myr. Eckman, Perhaps some of the other gentlemen who have
those statistics at hand for the industry as a whole could state. Mr.
Collingwood?

My, Coruixawoop. No, sir; 1 have not them,

The Coamyan. You made an important statement. and I would
like to know what its magnitude is.

Senator Tuonas. You can get those figures——

Mr, Eokwan. Yes: from your department here.

The CuammaN, I wish you would get them.

Mr. Eckman. Yes, sir. T thought it would be of intevest to in-
form you that some of the castern manufacturers have increased
their export business to such an extent that it now amounts to ap-
proximately 50 per cent of their total business. For instance. Sen-
ator———

Senator Tromas. Laundry soap ?

Mr. KckMman, Yes. For instance, Senator. [addressing Senator
Culder], one of your neighbors over in Brooklyn is now the leading
seller of soap in Norway, sonp manufactured in your home town,
Betore the war they exported none to Norway. Their principal com-
petitor manufacturves soap in Liverpool. At the present time your
neighbor is exporting rather large quantities. I say at the present



al

202 EMERGENCY TARIFF,

time, meaning last year. At present they are not exporting any,
probably, on account of the exchange situation. )

So that the laundry-soap business has largely increased for certain
eastern manufacturers since the end of the war to European ports,
and it has come about because of the change in the trend of business
in these oils.

Before the war the American soap manufacturer did not use nearly
as much of this oriental oil as he has been using since the war, and
you will readily appreciate that with the great scarcity of ocean ton-
nage the Europeans needed what they could get on the short hauls
to a greater extent than they ever did before, because the oriental
oils took a long time to get around, and they were subject to the
U-boat peril. Those oils can come here to the United States through
the west coast and can go into the soap kettle. These oriental oils
took the place here in soap manufacture of American oils, while, on
the other hand, the American oils took the place of oriental oils in
the edible oil field. They have become accustomed over there to a
certain extent to using the better oil for edible purposes. We use a
ﬁhealper oil for edible purposes, putting the oriental oil into the soap

ettle,

That has come about largely as a result of the shipping situation
during the war. For the purpose of making margarine and all the
edible E;ur oses they were depending upon American oils instead of
oriental oils, and we have got them accustomed to using them, and
I believe that, as a matter of fact, it is better for the American
grower of cotton, the producer of cottonseed oil, to keep the higher

riced oils for edible purposes rather than to force those oils back
into the soap kettle in America, and have the oriental oils pursue
their normal course. They prefer the American oils over there and
they are willing to pay a higher price.

Senator Stmmons, Have you statistics which show the extent?

. Mr. Eckman. They were read this morning with regard to the
importation of oils at the present time,

Senator SiyoNs, What I wanted to know was to what extent the
extpprtation of cottonsced oil had increased since you say this trend
set in.

Mr, EckmaN, That information we will submit to you very shortly
from Government records.

Senator Srmmons. I was not present when you went into that.

Mr, EcxMaN. Another phase of the situation is that with the
Europeans getting these oriental oils cheap they might compete with
us on laundry soap in this country. If we have to use the better oils
for laundry soap, American cottonseed oil, and pay a higher price
for it, they can use the cheap oriental oils for laundry soap, and they
will undoubtedly be able not only to force us out of some of these
markets where we have recently gained a foothold but they may even
import them into this country, because there is only a 8 per cent duty
on laundry soap in- this country. That is quite conceivable and
would be the result if the differentinl is not properly adjusted.

. Senator Penrose spoke about %roﬁteering, and this morning, T be-
lieve, the Senator from Utah [Senator Smoot] mentioned the fact
that the Federal Trade Commission was after the beet-sugar people
because they are losing money. I believe that was the statement he
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made—that they were being prosecuted because they were losin
money. Practically every laundry-soap manufacturer in the Unite
States has lost money during the last two years. I know of no in-
stance where they have made any money. One large old responsible
ﬁrmthin the fourth generation has failed within the last two
months—— o

Senator THoMas. What firm is that?

Mr. Eckman. Lautz Bros., of Buffalo. The present people engaged
in that company are either the third or fourth generation. I believe
the fourth generation is the sons of the present president of the
company. I know that none of the laundry-soap manufacturers have
made anything.

Senator THoMAs. Then your export business is not profitable?

Mr. Eckman. The export business has saved to some slight extent
what would have been o greater calamity, perhaps, if it had not been
for that export business. Instead of one, there might have been
two or three or four companies that would have gone into the hands
of a receiver.

The CrarmMAN. What has been the average increase in the selling

~ price of soap in the United States?

Mr. Eckman, The 5-cent cake of soap went up to 8 cents, and in
some few cases 9 cerits. In other words, the maximum figure was
from 5 to 9 cents, that 9-cent price being rather a country price. In
the cities, at the very peak, you could get the standard brands of
soap for 8 cents a cake, and that in spite of the fact that practically
every article entering into soap had increased from the very mini-
mum double to four and five times as much as it was before the war,
and that was offset, as has been told by the previous speaker, by the

-fact that they could make some money on glycerin, DBut the Ameri-

can consumer has never paid anything like in proportion to the in-
creased cost of common laundry soap. and that is a chemical article
which should have gone up and would have gone up to triple and
even quadruple—— . -

Senator THoMAS. Su;)pose this bill passes; do you think it would
affect the price of soap .

Mr. Eckman. It -would probably tend to if it produces the effect
that the framers of it wish—if it makes us use higher-priced domes-
tic oils instead of these cheap imported oils it could not help but in- -
crease the cost of soap.

It may be of interest to the committee to know that the laundry-
soap industry, although we consider that we are deserving of almost
as much consideration as the agriculturists, because cleanliness is
sugposed to be next to godliness—— )

enator Troriss. They may put a duty on godliness before we get
through here,

Mr. Eckman. We have gone through these two years and we have -
not come to the Senate committee and asked for any relief, and we
believe that in general, if any one industry deserves some considera-
tion it should be one that has not only just commenced to suffer when
everybody is suffering on account of the business depression, but one
that has been for the last couple of years. We believe it is up to us
to work out our own salvation; that as a result of the economic dis-
turbance caused by reconstruction we all to have stand our share. We
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have stood ours, Maybe we will have another year or two of it: but
we are going to fight 1t through. Maﬁbe we shall not succeed in fight-
ing it through ; one concern was not able to, and when we see the state-
ments of 1920 reducing their inventories to the present market value
there will be a great many red-ink figures in the statements of laundry-
soap concerns of the country.

Thank you, gentlemen.

The Crarman. Is that all, Mr. Dunn?

Mr, DunN. Yes, sir.

The CaairmAaN, The chair is not informed that there are any other
persons desiring to be heard this afternoon; in which case the com-
n}i{tetla{‘ will suspend proceedings until to-morrow morning at 10.30
o’cloc

(Whereupon, at 8.66 o’clock p. m., the committee adjourned until
to-morrow, January 11,1921, at 10.30 o’clock a. m.)




TUESDAY, JANUARY 11, 1921,

TUNitep Stares SENATE
Commmrree oN FINANCE,
Washington, D, ',

The committee met, pursuant to adjournment, at 10.30 o’clock a. m.,
in room 312, Senate Office Building, Senator Porter J. MeCumber
presiding. -

Present: Senators Penrose (chairman), McCumber, Smoot, La
Follette, McLean, Calder, Sutherland, Simmons, Jones, and Nugent.

Senator McCumper (acting chairman). Mr. Dunn, we will proceed
with the hearing on the oil matter now.

STATEMENT OF MR. ART}tUR DUNN, REPRESENTING FOREIGN
COMMERCE ASSOCIATION OF THE PACIFIC COAST, SAN FRAN-
CISCO, CALIF.

Mr. Dusy. If the committee please, my name is Arthur Dunn, I
appear here representing the Foreign Commerce Association of the
Pacific Coast, an organization of importers and exporters engaged
in foreign commerce with international ports. We are particularly
interested in the embargo bill—for such we read it to be, rather than
a tariff measure,

As to the various items in the bill: Referring to paragruph 8, rice.
we are not in opposition to any duty that may be proposed on rice,

Senator Smoot. Is the rate in that instance an embargo?

Mr. Duxy. That I could not . answer, Senator. because rice does
not enter very largely into imports at this time, «ince the coming of
prohibition.

lS(?anator Saoor, Your remarks refer to oils rather than anything
<lse

Mz, DNy, Oils, peanuts, and beans,

Senator Smoor. Never mind about the rice.

Mr. Duxy, So far as rice is concerned. since brewers’ rice is no
‘onger called for we are not concerned in that.

With reference to the other commodities, we are approaching this
smbargo proposition from a broad standpoint rather than from any
individua'f item in the bill, since we feel that if an embargo is im-
pose]d ilt will seriously curtail our trade with China and Japan par-
ticularly.

We would like to call your attention to the totals of imports and
exports with China and Japan. From China we imported in 1917,
$105,905.531 of all commodities: in 1918, $116.644.981; in 1919,
$105,762.839 5 in 1920, $226,387,848, 206
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In that same period we exported to China $37,195,608 for 1017
1918, $43,476,623 ; 1919, $82,992,495 ; 1920, $119,143,828,

From Japan we imported in 1917 goods valued at $208,127,478:
1918, $284,945,439; 1919, $303,993,041; 1920, $527,220,867.

Senator Smoor. Mr. Dunn, can you tell us the importation and
exportation of the items in this bill? We all know the figures you
are giving. '

Senator McCumeer. I think we brought that up yesterday, Sena-
tor, and the other witness was not able to answer that. I think it is
pr?er he should put into the record what we really asked for yes-
terday—just the imports and exports with Japan and China. :

Mr. DunN. The chairman will remember that Senator Thomas
asked Mr. Brown yesterday these questions, and Mr, Brown was not
al')l?n tto answer them, and hence we have dug them up during the
night,

Senator Smoor. Of course, we can go to the department and get
that same document, and anybody can see it.

Mr. Dunn. There is just one more line. The exports in 1917
were $130,427,061; 1018, $267,641,212; 1919, $320,462,269; 1920,
$453,147,063,

That gives an idea of the total trade with these countries.

I believe that yesterday we submitted the figures covering the
various oils. I just want to remark in passing that our exports of
raw cotton alone to Japan in 1918, 1919, and 1920 amounted to
the following totals: 1918, $86,904,940; 1919, $131,160,386; 1920,
$175,977,261.

In addition to that there were approximately three-quarters of a
million dollars of unbleached cotton cloths in 1918. In 1919 it
jumged to $1,148,791 with China, and in 1920 to $6,591,833.

Of the bleached cloths China took, in 1920, $21,097,611.

Our position is this, that by limiting the importation of these
commodities, as provided in the bill, partienlarly vegetable oils,
beans, and peanuts, we are thereby limiting our trade with those
countries. In the casc of peanut oil, I just want to direct your
attention to the surveys made by the Tariff Commission. Here is the
Survey of the American Peanut Oil Industry. I read from page 12:

Rallrond freight rates from the centers of the greatest production of oil,
Georgla and Alabama, to the consumption centers are considerably less than
the rates on imported oll from Seattle and San Francisco to the same centers
of consumption. As most of the ofl Jmported since July 1, 1915, has come in
at Pacific ports, the railroad rates, except In the case of the Pactfic const erusher
of imported peanuts, as well as ocean freights serve as a protection to the
Amerlean consumer,

That is from the Tariff Commission’s report on peanut oil. Read-
ing from the Survey of the American Soya Bean Oil Industry, at
pages 7 and 9:

Soya-bean oil is competitive with domestie ofls in the sense that a large degree
of substitution is now possible between them, It i8 not competitive in the sense
that it is tending to reduce the volume of cottonseed-ofl production,

Also, on page 9:

The use of the oil as a partial substitute for linseed oil in paints, varnishes,
and linoleum is increasing, and the consensus of opinion of hoth paint manuface-
turers and of chemists doing experimental work 18 favorable to its continued
use, As a soft-soap materfal it has practically displaced linseeqd ofl,
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As to coconut il the committee undoubtedly is aware that 75 per
cent of that article originates in the Philippines. )

Reading from the Tariff Commission’s Survey of the American
Coconut Products Industry, at page 26:

If this trade continucs, a protective duty on refined deodorized coconut ofl
would seem unnecessary, Under the present law refined ofl not deodorized
could be imported free of duty.

However, in consldering « duty on crude coconut ofl several facts should be
noted, In the first place, during the last few years a large proportion—in 1919,
75 per cent-—of the imported coconut ofl has come from the Philippine Islands,
and under the present reciproeal arrnngement with the islands their products
are admitted free. No that unless this provislon were changed any duty
would not apply to a large pari of the fmports, Also it should be considered
that the domestic copra-crushing industry, which would be most benetited by
any restriction of imports, is in large nreasure dependent upon foreign sources
for its raw material. And these sources are in many cases identical with the
sources of forelgn oll: in fact, the same people who are dealers and exporters
of coconut ofl are also exporters of copra, Jf a duty were lald on coconut oil,
possibly these interests might raise the price of copra to the American mills, or
through negotiation with the steamship lines the freight rates on coconut oil
and copra might be manipulated so that any ditferentinl in favor of the latter
treated by an American tariff on oil might be overconre, Also there would be
the possibility of the tmposition of in export duty by countries which are the
source of this raw material,

As to cottonseed oil, reading from the Survey of the American
Cottonseed Oil Industry, the Tariff Commission says on page 9:

European experiencd shows, morcovey, that in the olecomargarine industry
cottonseed oil enn be largely dispensed with if sufficient ‘quantities of pennut
and coconut oil can be obtained. Since only 2 to 5 per cent of the total
domestie production of cottonseed ofl has been going Into oleomargarine, however,
the substitution of other oils, even if conrplete, will not be serlous to the
cottonseed-oil interests,

‘(entlemen, we take the position that if you exclude these oils
you remove one of the very large items of foreign trade with the
Orient, in which the Pacific ports are particularly interested. In
the matter of the beans, the proposal to place a tariff of 2 cents
per pound on imported beans is the one which we think will act en-
tively as an embargo. The growers of beans in this country, particu-
larly those in California, have enormous stocks of beans on hand. On
December 1 they had 2,000,000 bags, of 100 pounds to the bag, in
warehouses in California. ’.z[‘he bean difficulty goes back to the time
of the signing of the armistice, when the growers in California were
left with 4,000,000 bags of beans on hand. Prior to the war imported
beans did not come into this country.

Peanuts, or ground beans, 3 cents per pound.  'We feel that the pea-
nut situation is very similar to the oil in this, that in the United
States, for example, in 1919 not a pound of peanuts was crushed for
oil purposes. There is a direct protection on the use of peanuts com-
mercially by reason of the lower freights to the centers of consum{])-'
tion in this country as against the rate from the Pacific coast on t
imported peanuts, .

Ve very stl;onfly urge that the committee do not recommend an
embarﬁo, particularly with reference to vegetable oils, since if such
an embargo 1s imposed we feel that Europe will again enter upon a
dominant position in the market. As has been said to you before
Germany had control of the business very largely up to the time of
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the World War, and thereafter the United States stepped in, and
now the competition is between Great Britain, France, and the
United States for the control of that market.

I thank you, gentlemen.
Senator McCumeer, Is Mr, Rheinstrom present?

STATEMENT OF MR. JAMES A. RHEINSTROM, PRESIDENT RHEIN-
STROM BROS. CO., CINCINNATI, OHIO.

Mr. Rueinstrom. I am James A. Rheinstrom, president of the
Rheinstrom Bros. Co., Cincinnati, Ohio, manufacturers of food prod-
ucts. I am representing the sentiments of the packers and im-
porters of cherries in brine.

There has been an amendment, known as the McNary amendment,
offered to the Fordney bill, which proposes a tax of 5 cents per
pound on cherries in brine. Of the cherries which are raised on the
const, about 85 or 90 per cent, I should say, are used for canning
and the balance for maraschino cherries. The supply is inadequate
to take care of the demand for maraschino cherrvies in the United
States.

About 60,000 to 70,000 barrels of cherries in brine are imported
every vear for making maraschino cherries. 'The imposing of this
tax would not in any way protect the grower on the coast, it would
simply ruin the industry in the 1%ast. “We would be unable to com-
pete with the foreign countries, which would immediately start
manufacturing the finished product and shipping it over to this
country. As it is, with the present tariff, it is almost impossible to
compete, but with this additional tax it would simply mean the de-
struction of our business, This dpurticular industry employes thou-
sands of people. The bill would simply be defeating its own pur-
rose by ruining a large industry here and would mean the introduc-
ing of foreign packed fruit.

In addition, considerable quantities of cherries are exported to
foreign countries, and this business also would be lost.

Senator Syour, If that amendment were agreed to, you would
have to have a compensatory rate for your manufactured goods to
protect you?

Mr. Rupinstrom. The tariff would have to be revised sufficiently
to %)alge care of this additional tax which is proposed on the cherries
in brine.

There would have been a more elaborate brief prepared, but this
amendment came up rather suddenly and there was not sufficient
time to have a meeting and decide upon all the points in the case.
We ask for your very earnest consideration of our request.

Senator Joxes. Do you export any of your product

Mr. Rurinstrom. Yes, sir; it is exported to China, Japan, Aus-
tralia, and various other countries.

Senator Jonges, In any quantity? ,

Mr. Rueinstron. Well, usually in quantities of from 80 to 100
cases at a time to each customer,

Senator Jones. I mean in what quantity during a yenr?

Mr. Ruerxstrom. I imagine it would amount to possibly 1,000

cases,
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Senator JoNEs. Are there any exporters of the same products?

Mr. Rueinstroy. T imagine our competitors would export in the
same propotrtion.

Senator SurHerLAND, Where are the cherries grown?

Mr. Ruzrnsrroy. In Italy and ¥rance. They come in free of duty
now because they are in brine, and this amendment proposes to tax
them 5 cents per pound. That will in no way benefit the western
grower, becnuse as it is now he is only able to take care of the canned-
goods demand and some of the maraschino. So the price of the
foreign cherries in no way affects that of the domestic. In other
words, they are able to sell their entire supply without interfering
with the imported.

Senator Joxes. How did you say they got into this country?

Mr. Rurixsrros. They are imported in barrels in brine; about
60,000 barrels a year.

Senator Styymons, Where do they come from?

Mr. Rurinstroy. From Italy and France.

Senator Strmirraxn. Is it a peculiar varviety of cherry or is it
just a preparation of the cherry?

My, Rurr~strom. It is not a peculiar cherry., It is similar to the

Royal Anne, which is grown out West: also the Napoleon. They
interfere in no way with the western cherries, because the western
cherries are all consumed by canners and packers on the coast with-
out coming east in brine. The imposing of this tax would mean the
destruction of our industry, as these foreign countries would be able
to pack the finished cherry and ship it over here at a price at which
we could not compete.

Senator Sraryons. Are you opposing duty?

Mr. Rurinstrom. Yes, sir: we are opposed to the duty, because it
would simply mean the ruination of our industry, and it would mean
the establishing of a foreign product.

Senator Simmoxs. Where are yon located ?

Mr. Rurr~nstron. In Cincinnati. 'We have been in business since
1876, :

Senator McCuyner. Have you anything further to state?

Mr. Rurinstrom. No, sir.

Senator McCuvyner. We are very much obliged to you. Next on
gme list.;lis Mr. Benjamin C. Marsh, secretary of the Farmers’ National

“ouncil.

STATEMENT OF MR. BENJAMIN C. MARSH, SECRETARY AND DI.
RECTOR OF LEGISLATION OF THE FARMERS’ NATIONAL COUN.
CIL, BLISS BUILDING, WASHINGTON, D. C.

My, Marsi. Mr. Chairman and gentlemen of the committee, T am
Benjamin_C. Marsh, secretary and dirvector of legislation of the
Farmers’ National Council, with headquarters in the Bliss Building
here in Washington.

I do not wish, Mr. Chairman and gentlemen of the committee, to
matke any extended argument or statement on the pending emergency
tariff bill. nor to debate specific rates which are sought to be imposed
on certain farm products, but merely to raise this question, whether
or not the ennctment of this emergency tariff legislation relating to

80422—21—-14
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agricultural products is going to be construed and is going to be
used as an excuse for levying such extremely high tariffs upon manu-
factured products as have been levied in the past.

Senator Simyoxns, You are asking that as a question?

Mr, Marsn, I am asking that as a question. T do not know whether
anyone here will want to answer it or not.

Senator Siymmons, I will answer it. These gentlemen will answer
no; I answer yes, undoubtedly.

Senator McLrAx. When you speak of the high tariffs of the past
do you have reference to the bill which Senator Simmons drew ¢

r. Marsn. I was thinking particularly of the Payne-Aldrich bill;
but, of course, if there were any hi‘gh tariffs in the bill which Senator
Simmons drew my statement wouid apply to that.

Senator StamoNs, I would like to have that matter settled right
now—whether these gentlemen over there consider this last tariff
bill as high as the others.

Senator McLEan, I understood he was complaining of the high
tariffs of the past.

Senator Smoor. Would it not be best, Mr. Marsh, to confine your
remarks to this bill which we have before us? Nobody can tell what
the policy will be hereafter.

Mr, Marsn. Senator Smoot, vou are an extremely experienced and
astute statesman, and gou will remember that usually manufactured
products have had the benefit of skyscraper duties, while the farmers’
duties have been little one-story-shack duties, and it has been hard
for them to compete.

I am not saying that this may not be a wise measure, because,
frankly, the Farmers’ National Council is perfectly willing to be
shown whether Congress, for the first time in its history, will protect
the farmers; cr, rather, let me say, will attempt to protect the farm-
ers—because we ¢uestion whether they can—whether they will at-
tempt to give the farmers the same proportion of protection under a
tariff bill as they give to the big trusts.

Senator Saoor. There is no question about it in my mind; they
will be protected on the same basis and on the same plan.

Mr. Marsu. Do %rou think this bill does that?

Senator Smoor. In what particular do you mean?

Mr. Magrsu. Take practically anY of these items. Here is 30 cents
per bushel on wheat. That certainly does not represent anything like
the drop in wheat between the cost of production and the present
price of wheat. .

Senator Smoor. But flour, the manufactured product, is not goin
to behpr%tected any more in comparison than the 80 cents per bushe
on wheat,

Mr. MarsH, I am getting back to whether this bill is intended to
meet the difference between the cost of production of agricultural
products here and abroad, or what the purpose of the bill is.

Senator Smoor. It is a temporary measure, to go out of existence
as soon as there is a regular tariff bill enacted.

Mr, Marsn, Is it not a little bit late for a temporary measure?
The farmers are all shot to the devil now. Their prices have been
deflated. The{ have lost five billions.

Senator McLean, Would you for that reason abandon your pur-
pose of obtaining protection for the farmers?
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Senator Smoor. Do you want this measure defeated

Mr. MarsH. No; I do not want this defeated. I want the com-
mittee to consider what the result will be, Is this an emergeg? :
tariff, or is it an emergency dodge bill te justify skyscraper tariffs
later on on mapufactured products?

Senator Srouur, I should think that you would say the latter; the
committee would say the former.

Mr. Marsn. History will tell, will it not?

Senator Syoor. No matter what bill is presentéd by the committee,
Mr, Marsh, we do not expect you to approve of it.

Senator Simmons. Why ¢

Senator Smoor. Well, 1 say so from past experience,

Senator McCuMBER, Well, Mr, Marsh, do you not think it would
really be better to discuss this bill upon the assumption that the
ordinary individual connected with it has at least a degree of hon-
est‘y orl\gurpose—-—

Mr. Marsu. Oh, I am sure of that.

Senator McCuner. Rather than that it is some dishonest dodge
to accomplish some ulterior purpose? Those that are interested in
it, though they may not agree with it in some things, like myself,
‘nevertheless desive 1t to afford some relief and as much relief as we
can give to the producer of agricultural products, Now, won’t you
confine your remarks rather to that feature of the case, as to whether
we need it or whether we will get any benefit from it? Anything
you may desire to say along that line will be welcome.

Senator Syoor. I made the statement on the floor of the Senate
that there were rates in this bill that I would not sufport in the
regular tarift bill. This is an emergency matter, and 1 should like
to have it treated as such.

Senator McCumper., I agree with him that the rate on wheat is
not anywhere near high enough to give any adequate assistance now.

Senator Sryyoxs, T understood the Senator from Utah to say he
“wouldl not support it because the rates were all too high,

Senator Syoor. I did not say any such thing; I did not have
reference to wheat at all. Senator Harrison asked me as to items,
and T told him I did not particularly care to enumerate them, but
it was not wheat I had in my mind-at all.

Senator Staions. I was not speaking about wheat; I thought
your remark applied to the whole bill, that you would not support
this bill except as an emergency proposition. L . .

Senator Sxoor. T would not; no—that is, certain items in the bill.

Senator Sruaons, Because you thought they were too high?

Senator Syoor, I did; T thought there were certain items that
were too high, and I say so now.

Senatqr S1armoxs. 1 say so, too.

Senator Saoor, Too high for a regular bill,

Mr. Marsi. May I say this? Perhaps instead of asking whether
it is an emergency dodge I should ask whether it is an emergenc
accident for the purpose of protecting the farmers. But I thin
I am correct in saying thnt there is a wide' difference of opinion
among the farmers of America ns to whether or not they will be
able to get a parity of proiection on their raw material for manu-
factures—that is, upon farm products—with what the big manu-
facturing interests get. The fact is, they never have, As I ascer-
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tained in 1912, the farmers put $10 into the protection pool for every
dollar they get out of it.

Furthermore, I am sure T am correct in saying that most of the
large farm organizations are not on record primarily und directly as
indorsing a high protective tariff upon foreign products, but most
of them have taken the position—I assume their representatives will
be here to speank for them—but I think I am correct in saying that
most of them have taken the position that if manufactured products
are to be protected then the farmer ought to have a parity of protec-
tion upon his products. That, I think, is the position which most of
the farmers take.

Senator Simmoxs. You mean a parity of protection where the
duty will protect, but are there not many cases where no duty will

rotect beeause there are no importations into this country and not
Bkely to be?

Mr, Magsi, Yes,

Senator Sivdyoxns, And giving you a high duty on those things
that are free from competition from abroad, as corn is. will not help
at altl, will it?

My, Marsir. T ean not see how it has helped very materially.

I am sure that my friend, Congressinan George Young, who
worked on this and with whom I have talked repeatedly about
this measure, iz, like everyone else that is backing it, sincere. But
I am nPaising the question, What ave we entering upon? The
farmers’ desperate financial situation has led Congress to take some .
action. I believe the majority of the farmers are mighty intercsted,
as much interested sis they arve in the passage of this bill, important
as it may be to some of them, in finding out whether the enactment of
this bill by Congress is going to be really because you want to help
the farmers or whether it is because certain intevests, which I do
not need to enumerate, which are the large interests of this country—
and in a perfectly legitimate way, let me add, many of them—are
anxious to have some excuse for a high protective tariff for manu-
factured products. '

Senator Syoor. I have received resolutions from nearly every
real farmer organization in the United States approving of this bilf.

Mr. Marsa. T say, there are a great many farmers who do ap-
prove it.

Senator Syoor. Do you oppose it?

Mr. Marsir. No: I do not oppose it: bnt when the tariffs for the
manufactured products are hefore yon I am going to appear with
my testimony, which T have submitted to-day. and T have got my
record right here—-—

Senator McCuranenr, Tt seems to me that if that is vour purpose
vou had better defer yvour testimeny until we have the hill before us
relating to that subject.

Senator Ly Foraerre. But he is speaking to this hill.

Senator McCrynrr, He is not speaking to this hill: he says he
has a statement that applies to the bill that is to come up.

Senator La Forrrrre. He made no such statement, e refers to a
hill that is to come and savs that he proposes to testify at that time,

Senator McCuamper. The point is whether we shall discuss this
bill, and if it is necessary we will test that question, or whether we
will disenss a bill that is going to come up at the next session,
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Senator La Fourerre, He has just made a reference to another bill.

Senator McLEaN, The bill that is to come up is now being con-
sidered by the House committee?

Senator McCumper, Yes; it is.

Senator SurHerLAND. T move that we restrict the rerarks to the
pending bill,

Senator McLrax. Have you appeared before the House com-
Aittee?

Mr. Magsit. Noj but I have an applieation in to appear. _

Senator McLeaN. Is not that the place for you to appear? You
know all these tariff bills must originate in the House?

Mr. Mansu. Yes; though there was a report that the woolen tariff
schedule was drafted by the American Woolen ('o. But that is not

ermane at this point. I am going to appear there, but I want to
e on record with this statement here, because it will come up later.
and I will be asked, I think, and appropriately, if T remember that
the bill to protect manufactured products was drawn up in connec-
tion with tllliS tariff bill,

Senator Syoot. You are in favor of it?

Mr. Marsi. Why, T am willing to see it tried out. provided—Ilet
me make it elear—provided it is not going to be used ax an excnse
later. and T hope my appearance this morning will preclude the
possibility of anyone saying later that the farmers, having asked
for a tariff hill, were in favor of three or four or ten or twenty {imes
as high protection for manufactured products as for their own farm
products.

Senator Simyoxs, You are a representative of a farmers® or-
ganization ?

_ Mr. Marsit. Yes.  Of course, no farm organization spoalks for all
the farmers of Ameriea.

Senator Simmoxs, But it is a farmers’ organization?

Mr. Marsn. Yes.

Senator Srmyoxs, Can you give us anything like an approximate
iden of what proportion of the agricultural products of the last
vear have already been disposed of, have left the hands of the
farmer and ave in the hands of the railroad people, the middie peo-
ple. the wavehouse people, the speculators, and so on?

Mr, Magsu. T tell you frankly T can not give the proportion. We
have no means of securing it. I do not know o} anyone in the
United States who has that exactly. The Department of Agricul-
ture has it approximately, and I should be glad to obtain it. Of
course, the committoe conld scenre the full information directly from
the Department of Agriculture, and all that T could do would be to
ask them to submit the same information,

But T do know this, Senator Simmons, that T understand that from
40 to 50 per cent of the wheat has left the hands of the primary
producers, and you know and this committee knows that the real
struggle of the farmers to-day is to get credit to enable them to
retain control of their crops so that they may market them in an
orderly way instead of having to dump them on the market,

Senator Srivons. You say 40 per cent of the wheat?

Mr, Magsii, That is approsimately the figure, T think—d40 to 30

per cent,

.
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Senator Simmons, I should suppose that 90 per cent of the tobacco
has passed into the hands of the secondarﬁ' handlers. I should sup-
pose that a large per cent of the cotton has already f)assed. I am
not familiar with the amount of wool and live stock; I do not know
as to that. But n very large per cent of last year’s crop has passed
out of the hands of the farmers?

Mr. Marsn, That is true.

. Senator Srmmons, Now, you want to consider that fact in connec-
tion with the fact that this bill is to operate for only 10 months, It
ceases its operation before a large part of this year’s ¢rop will be
ready to be sold by the farmer. ‘

Mr. Marsu. That is what I had in mind, Senator. I think I said

before you came in that we raise the question of whether this emer-
gency legislation is not a little bit belated to help the person who
most needs help and who is to-day on the toboggan.
. 'Senator Smoor. It will help the farmer in this country by prevent-
ing Canadian wheat coming in here and taking American dollars
away from here. For every bushel of wheat that comes in from
Canada we have to ship that many American bushels of wheat to a
foreign country, and we have got to finance that shipment. It will
help them that much, will it not?$

Mr. Marsu. It may.

Senator Smoor. Well, won’t it ?

Mr, Marsu. I don’t know.

Senator Smoor. Of course. L
g Mr. Marsu. I am inclined to think it would help temporarily,
Senator.

Senator Stmmons. Has not American wheat got to meet the com-

etition of Canadian wheat, either in this market or in foreign mar-
Kets, and does it make much difference which market it meets it in¢

Mr. Marsn. I do not know just how much difference it does make,
but I am going to submit to the committee that the Farmers’ Na-
tional Council, realizing this situation, urged that the United States
Grain Corporation or a similar corporation be revived, but to be not
under the control of the gentleman whose affiliations with the ele-
vators and milling plants rendered him immune to the difienlties of
the farmers, but to be under the control of representatives of or-
ganized farmers, representatives of organized labor, and representa-
tives of the women’s organization, and that the Government should
buy the entire wheat crop at the bulk line cost of production plus a
reasonable profit, and control it straight through to the consumer;
that is, the sale of flour to the bakeries or the ultimate consumer.
That would definitely help the farmer and enable him to get the cost
of production, .

ow, in our judgment that was perfectly practicable, and the only
way fully to meet the farmers’ needs on wheat, for instance.

enator Lo ForLerte, As so much of the wheat has passed from
the farmers’ hands into the hands of other holders of grain, any
tarifl that is put ulion wheat by this bill wonld be beneficial, not to
the farmer but to the fellow who has got the wheat now?

Mr. Marsn, He would be the sole beneficiary of that, Senator
La Follette.

Senator McCumper. Would he be the sole beneficiary if the farmer -
had 60 per cent of the 1920 crop?
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Senator LA Forrerte, He would be the sole beneficiary with re-
spect to so much as has left the farmers’ hands.

4 Mr. MfARsu. What he is in possession of he would be the bene-
ciary of.

Senator Smoor. Senator Simmons referred to the fact that it
would make no difference whether Canada was compelled to find a
market abroad or here in America; that we have to have a market
and they have to have a market, and therefore it would make no dif-
ference. I think it makes a great deal of difference. If it is sent to
England it would be paid for there in English money, and the ex-
change would be 32 per cent difference, and when they come to
America they would use American dollars——

Senator Stmmons. What I said, Senator Smoot, was that we had
to meet the comﬂetition of Canadian wheat, as we have to meet the
competition of the wheat of all other countries, either in this market
or in the foreign market, because we export a large part of our wheat.
I said nothing about the difference in exchange.

Senator Syoor. As an American I would very much prefer to meet
the comKetition in a foreign land rather than to have them sell in
our market, {

. Senator McCumner. Let me ask Senator Simmons right here if he
knows what proportion of the wheat raised in the Northwest that
comes into competition with the Canadian wheat is exported ?

Senator Srmmons, Nos I do not know the exact figures.

Senator McCumper, Practically nothing is exported.

Senator Siarmons. I do not know how much is imported and I do
not know how much is exported. I do know that some two or three
hundred million bushels of American wheat is annually exported,
and I have always understood that the price of wheat in this country

"wasg fixed by its price abroad,

Senator McCumper. That is asserted, but I want to say most em-
R}mtically that it is not, as affecting our northwestern wheat. Our

inneapolis price, for months, I have known to measure right up
with the Liverpool price. It depends upon the production in the
Northwest and the consumption in the United States, nearly every
bushel in 9 years out of 10 being consumed in the United States.

Senator Stmmons. I will say to the Senator that I think it is per-
fectly true that immediately along the border of any two competing
countries there may be on abnormal difference. It does not apply to
the whole country. ) . )

Senator McCuMper. It is not so much a question of its being alon
the border, it is a question of grain raised in a particular section o
the State and converted into flour which has a market in the United
States, and not a foreign market in London.

Senator Nueent, To what extent, in {)our opinion, have the opera-
tions of the Chicago Board of Trade been responsible for the low
pric(ia re?ceived by the grain producers of this country for their

roduct
P Mr, Marsnu. I shall have to answer that in a statement that will
take two or three minutes, if I may. I think it has had some influence,
but I think the real influence is this, that the American farmer has
been exploited all his life. He has been the victim of the investment
bankers, who have told him to produce to the limit and that they will

do the rest, and they generally have.s
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Now, the farmer has made up his mind to go into agricultural
commerce himself, and largely through commodity marketing—that
is, by staples and i)y direct trading—which will eliminate the neces-
sity of boards of trade and exchanges as now conducted ; he proposes
to handle his crop as far as possibﬁa straight through to the ultimate
consumer, whether in this country or abroad. Andg the big fight now
on is between the manufacturer in this country, who wants to control
and to get the entire foreign market for export from this country,
and the American farmer, who sees that he has a right to at least an
equality of opportunity in foreign markets as well as here; and I
think the Chicago Board of Trade is only a part of the big financial
system which has exploited the farmer.

Senator NuceNT. Then, it is your opinion that one of the remedies
for the conditions now existing 1s a comprehensive system of coopera-
tive marketing on the part of the farmer?

Mr. MarsH, I think there is no other economic salvation for the
American farmer, Senator. That is our opinion.

Senator Nucent. I agree with you: I have been preaching that
doctrine for years.

Another question : Do you not believe that the tremendous inerease
in railroad freight rates has very materially affected the situation,
particularly in the western country ?

Mr. Magsi, Senator, when Congress enacted the Cummins-Esch
law returning the railroads to their owners you drove a dagger up to
the hilt in the heart of agriculture. and that is the basic cause—that
together with the credit situation—of the farmer’s undoing to-day.

Senator Nveexr, What is the average increase in freight rates
throughout the country, if you know? ' .

Mr. Mansn, The average inervease is roughly one-third, For the

reastern district it is 40 per cent: for two of the other districts it is
25 per cent, and for one of them 30 per cent. Of course, it varies as
to products,

Senator Nvarxrt. The reason T asked that question is this: The
rensom I asked you with respect to the effoct of the increase in freight
rates sn far as the farmers are concerned lies in the fact that T am in
receipt of resolutions adopted by a number of farmers' organizations,
and so forth. in Idaho. to the effect that this increase in freight rates
has been very largely instrumental in bankreupting many of our
farmers, and 1T was simply curions to ascertain whether or not, in
yvour obinion, that was correct. -

My, Mansi. Senator, the Farmers National Council. with several
State organizations. fought al! over the United States to prevent! the
return of the railroads wnder the Cumming-Tseh law, and we know
that the majority of the farmers of Amerien were opposed to the
veturn of the railvoads and wanted a two-vear extension of Govern-
ment operation of the railroads—not discussing (Government owney-
ship, but a two-year extension, And then those organizations like
the National Grange-—and their .representative, Dr. Atkeson, sits
here—and the Ameviean Farm Burean Federation, which endorsed
the Cummins-Egeh law, thongh opposing, as T understand it, the
whole purpose of the Cummins-Esch law, through the gunranteed
dividend—even those organizations have gone on record as opposed
to the principle of guaranteeing a return to a public utility plus
costs of operation. '
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There will be no future for agriculture in this country, I think I
can safely say, until you restore the railroads to unified (overnment
operation, reduce the rates to those in force when the railroads were
returned to their owners, and if there bé a deficit, which is question-
able, make it up out of taxation, ‘ :

Also you have got to give the furmer equality of credit. I did not
mean to bring in the railroad question, but it was directly raised.

I might add that I have been out through the West and Northwest
recently, and the farmers from all over the country were telling just
how they were situated, and this increase in freight rates was simply
knocking them out. Freight rates went up and farm prices went
down. I can not give the final figures, but I do know that freight
rates are becoming to-day 10 per cent and in some cases 30 per cent
of the price the farmer receives for his product. and he is getting
less than the cost of production,

Senator Simamons, There was a statement reported to have heen
made by Mr, Fordney, the chairman of the Ways and Means Com-
mittee, upon the floor of the House, with reference to a carload of
cheep that was sold in the market at 2.14, I think it was, and of
that price the farmer got only 33 cents a head.

~ Senator Syoor. fhat has not very much to do with freight rates.

Senator Siarmons, 1 would like to know where the balance of that
money went, (an you tell us?

Mr, Marsz, Well, T know it did not go to the farmer, and the
farmer is now organizing a search to find out what hecomes of the
difference Letween the 35 or 40 cents on the average that he gets for
his product and the $1 the consumer pays for it, and the farmer
of America is not going to rest until he finds out what predatory in-
terests get that difference and what bona fide service is rendered.
There is some, of course, in distribution. The farmers and consumers
are getting together in the All-American Ceoperative Commission to
settle that question of direct trading.

Senator Sivymoxns, Is not. this one of the great troubles of the
farmer, that he is now in the hands of distributors, or speculators,
or combinations. and he is not getting anything like a fair price, but
aotting a price that is arbitrarily fixed, not by market conditions but

yv_combination conditions?

My, Marsn, Precisely, and the farmer is the only producer who
has to go to the consumer or the buyer of his goods without having
any price tag upon his products. He does not say. “ Here are sheeg)‘
so much. and «attle, so much ”: he says, “ What will vou give me?”
He is the only producer in the country that doees that, Because of
that fact, the farmer has to pay the freight rates; he ean not add the
freight to the price of the goods. ’

Now. may T take up a question that Senator Smoot raised? T am
not an expert in economics, I went through college, and I spent one
vear at Chicago University Graduate School and three years at the
University of Pennsylvania Graduate School, and you must agree 1
did not learn any free-trade doctrines at either place. But I was
never able to find out just exactly how we could restore the parity
of exchange between our country and other countries unless they
were allowed to export something, Senator.

Senator Sramons, Is not that the trouble about the disparity now,
that we are exporting so much more than we import, and will not
that become more and more accentuated '
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Senator Smour. I do not want to go into a discussion.of that; I
could tell you very easily. .

Senator Siimons, I wanted to get some information.

Senator McLeaN. The difference between the value of paper and
of gold has somethm;i to do with the rate of exchange. .

Senator SimmoNs, 1 undertake to say this, as a general proposition,
that in these conditions if you cut off the imports and continue your
exports you will accentuate the difference in the exchange instead of
reducing it.

Senat%r McCumeer, Our exports to Great Britain for 50 years
have been $2 for every dollar’s worth that we import from Great
Britain, and yet they were on a parity just the same with our money.

Senator McLEaN., A gold mark is worth just as much as it ever
was.

Senator Simmons. Undoubtedly; gold is worth just the same the
world over.,

Senator McNary, Mr. Chairman, I had an appointment to ad-
dress the committee at 11 o’clock this morning on an amendment, but
I have come into conflict with this witness.

Mr. MagsH, I will suspend immediately, Senator McNary.

Senator McNary. Well, you have to conclude some time, and you
might as well do it now.

enator McCumBer. Let the witness conclude his statement, and
then we will hear you.

Mr. Marsu. I would be glad to suspend immediately. Senator
Simmons, I believe you addressed a question to me?

Senator Srmmons. I said, if we stopped our importations from
abroad and continued our exports, would not that accentuate this
difference in exchange—increase it rather than reduce it?

Mr. Marsu. I can not see how there could be any other result.
Every country has got to do some exporting; if it is doing a great
deal of importing it has got to do some exporting,

f course, things are not on a normal basis to-day. With the
national debt of the world $300,000,000,000, an increase of $45,000,-
000,000 each of the two years since the armistice, or greater than the
annual increase during the war, we know that we have absolutely an
uneconomic situation.

Now, we have got to export something, but we sug;;est, gentlemen,
do not arrange it so that you are going to close the foreign markets
to the farmer’s products. Let him have at least a fair show in the
exportation of his surplus products with the great manufacturing in-
terests of this country, who are so well organized that they are able
to control, and have controlled in the past, the system under which
thg get the major part of the foreign exports.

enator Simaons, Is there any class of our neople more interested
in our export trade than the farmers of certain of the main staple
products of this country?

Mr, Marsi. Cotton and tobacco very largelﬁ', of course, and of
wheat x:e are exporting, roughly, about one-third—from 28 to 81

er cent,
P I think that completes the statement I have to make, and I thank
you, gentlemen, very much.
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STATEMENT OF HON. CHARLES L. McNARY, A UNITED STATES
: SENATOR FROM THE STATE OF OREGON.

Senator MoNary. Mr. Chairman and members of the committee,
some days ago I presented to the consideration of this committee
and the Senate an amendment to the emergency tariff bill, asking
Congress to place a duty of 5 cents per pound on cherries in brine,
or cherries used for maraschino purposes, and an equal amount in the
way of a duty on walnuts and filberts.

These fruits are raised in the West at a great expense and are, I
think, deserving of the protection which is accorded to some other
commodities under this emerlg‘gencv tariff bill. What prompted me to
act more quickly, perhaps, than I should otherwise, was a telegram
which I received. which I will read. Tt is from Salem, Oreg., dated
December 27, 1920, and addressed to me:

: SArEM, OniG., December 27, 1020,
Senator C'rartks N, McNary, Weashington, D. 0. '

Board of directors Oregon Growers’ Cooperative Association in official meot-
ing voted unanimously to ask you to work hard to have new tariff include
Oregn cherries and walnuts, California has heen able to introduce lemons und
. the South peanuts, Cherry business will be rvuined without protection. I rep-
resent 1,600 growers,

C. 1. Lewis,

This organization, known as the Oregon Growers’ Cooperative As-
sociation, includes all the cooperative organizations in the whole of
Oregon and the southern part of Washington. They are nonprofit
organizations, and comprise the farmers who assemble their fruits,
}x:vhi‘(ih are sold in quantities under the direction of some guiding

and.

" Senator Simmons. Is that the cherry that they used to put into
cocktails ?

Senator McNary. Yes; this is the cocktail cheiry. They are using
it now to cap ice-cream sodas and things of that kind.

[LSenz;lté)r Simmons, I think that cherry is entitled to protection.
aughter.,

Sen‘i;ator R!IONARY. I will take up the cherry first, and be very brief
with my statement. This cherry, the Royal Anne cherry, is a large
cherry, white and pink, and is {grown to perfection in the West, in
the States of Washington, California, Oregon, and Idaho. Like all
fruit, it is expensive to raise; it requires a certain character of soil in
order for the trees to produce bountifully, and they must be pruned
and spraﬁed, and the crop is subject to destruction by reason of rains,

This cherry comes into competition with the Italian cherry, and
to-day is out of the eastern market, stretching from the Mississippi
River to the Atlantic seaboard. The Italian cherry is brought in
here in brine—that is, ghe cherry that is used for maraschino pur-
poses. It is packed in large barrels. The brine in the barrels con-
sists of water, salt, and sulphur. They come over in that form and
then are sold to these factories that put up the finished product known
as the maraschino cherry.

These cherries are being laid down at different places anywhere
from Cincinnati to New York at practically 7 cents a pound to-day
and a much lower figure prior to the war.  This cherry comes into
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direct competition with the western-grown superb cherry known as
the Royal Anne. Naturally, those who are in the business of selling
this finished product want to get their raw material as cheaply as
possible, and I understand some one is here to-day from that end
of the industry objecting to this proposed tariff.

But the cherry which is grown on the coast, of the character which
1 have briefly depicted, must be sent East in competition with this
Italian cherry, and now it is impossible to do so. Tn the first place.
the transportation is too high. In the setond place; the labor and
material and the care necessary in producing the cherry tree muke the
cost so much greater than it is being laid down for to-day in these
enstern cities that the grower is run out of the market completely.

Senator Simmoss, I understood from the witness that you refer to
that the western territory into which these imported cherries do not
go and whieh you now have a monopoly of would consume all you
produced,

Senator MeNaky, Oh, well, T ean not agree with that statement at
all. T know sowething of the cherry husiness as o grower all my
life and one of the members of this organization and also president
of a cooperative organization,  Nearly all our cherries are sold in
competitior with thege Ttalian cherries on the Atlantic seaboard and
in the Middle Western States. .\ great many are <old in Cincinnati.
which, T understand, is the home of the gentleman who appeared in
cpposition to the tariff,

The Inbor market is very much cheaper in Ttaly, as von know,
These charries are brought over in hallast, and the transportation
item practically amounts to nothing. We have to pay this huge
freight rate across the plaing and the mountaing of the West, and
when we reach the market we ean not sell these cherries in competi-
tion with the cherries raized by cheap labor plus the deprecintion of
their money and the height to which our dellar has veached,  So thoe
cherey grower in the West to-day is absolutely out of this market.

Senntor Ly Pornerrs, What s the transportation charge from
Orogon to the Mlantie coabonrd, if yon know ?

Senator MeXNany, T do not know, Senator La Follette, excopt that

it ig so high that very fow men are able to meet it in getting their
woduet from the Pacific const to the Atlantic,  You will recall that
i the last two yvears freight rates have advaneed about one-thivd,
and it is practieally two-thirds higher to-day than it was hefore the
Wat,

Senator Spmveaxe, Senator. ean we not go on pyeamiding these
roiirond charges, and esn we not got them so high that it would be
very hurdensome ta the people of the Atlantic senhoard to force them
t - huy prodioets that have to be hanled elenr neross the continent ?

Senator MeNary, OfF course. as a westerner, T am not at o] in
sympathy with the rates, .

Semator Sreons And that wonld he equally true of the Pacitic
const, You might make it very burdensome to reguire the people on
the Pacific const to buy a product which has to be earvied eleay nevoss
the continent ot thexe high rates,

Senator MeNary, Oh, ves. The West is very sensitive and more
keenly injured by the high rates, perhaps, than any other section of
the conntry. Their farm machinery must be shipped acros the
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plains States and the mountain States to the West, and they must
pay that charge. Theip products must be sent over that same coun-
try to the East, where the consumer is found,

But in this particular industry that 1 feel concerned in it is not a
crop that can be raised in one year. A cherry tree does not produce
until it is 10 years old any considerable crop of a ‘profitable nature,
and to neglect the trees for a year or two almost destroys the orchard,
and the farmer can not keep up his orchard unless he is given some
wotection agninst cherries raised in foreign countries by pauper
abor and without the cost of transportation entering into its being
brought into this country.

Senator Simymoxs, Can you give the committee the total domestic
production of these cherries and the total imports?

Senator MeNary, I inquired of the Department of Agriculture a
few davs ago if they had figures as to the importation from Ttaly,
and they said they had not.

Senator Syoor. You are referring to the cherries in brine?

Senator McNary. Yes.

Senator Smoor. The other witness said 60,000 barrels,

Senator MeNary. 1 do not know whether that is correct or not,
but T am willing to assume that it is until I have better authority.

Senator Styyons, The other witness said that, but he did not give
us the amount of domestic production.

Senator McNary., You must understand that the cherries which
are not used for that purpose go largely into cans and are consumed
in that manner. A few are dried and some are put into jellies and
jams, but a great part. or the larger part, goes into brine to be used
“for maraschino purposes.

Naturally, the man who sells to the retail trade wants to get his
cherries as cheap ns possible, and he does not care where he gets them
from. But T do not appear for that end of the industry: T am
appearing for the men who produce them.

As to the other items, walnuts ars raised in these several States.
The filbert is a new industry.

Mr. Rusinsrrom. May T'interrupt the Senator here?

Senator McNary. I do not care to be interrupted now, thank you;
I must go to the Senate in a few moments.

The filbert is a new industry now starting on the coast. There
are no available statistics of the amount that goes into domestic busi-
ness. because the oldest trees in our country are perhaps not more
than 7 or 8 vears old, excepting perhaps a few individual trees.
The filhert is being brought in from Spain and Italy to-day, and the
price is away down below the cost of production. The same is true
of the walnut industry. Tt requires infinite care to produce this
li;ruit. on account of the age the tree must attain before it begins to

ear,

Senator Simmoxs, That is the English walnut that you are re-
ferring to?

Senator McNany. The English walnut, yes. The principal im-
portation of the English walnut to-day comes from China, and I
an informed by correspondents that the nuts ave heing sold at from
S to 9 cents a pound. The grower who raises walnuts can not put
‘those walnuts on the market under 15 or 16 cents, and no profit can
ve made, practically, under 20 cents. You may say that 20 cents
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to-day is the cost of production of this nut, and great quantities are
coming in from oriental countries.

I submit to you gentlemen the situation as I believe it to be.

Senator McLeAN. Is there a difference in the quality of the nuts?

Senator McNary. Only that the American nut is superior, in my
opinion. The varicties which are grown on the coast are, perhaps, as
fine as can be found anywhere. They have a white pellicle and are
most delicious in flavor, whereas the Japanese nut is rather apt to
be rancid and is inferior in size, but those who are looking for cheap
nuts will take them. ‘

I think that is as far as T desire to present the matter this morning.

(The following statement was subsequently filed by the National
Association of Manufacturers of Fruit and Flavoring Syrups, and

is printed here in full:)
JANUARY 14, 1921,
Hon, BDoiks PENROSE,
Chairnran Committee on Finance, United States Senate.

Dear Sin: On bebalf of the National Association of Manufacturers of Fruit
and Flavoring Syrupy we respectfully submit the following for the kind con-
sideration of your commiitee with regard to the proposed tax on imported
chervles in brine,

We desive to preface what we have to say by stating that the proposed
amendnient exme to our notice so recently (since we arrived in Washington)
that we did not have time in which to prepare to appear before your committee
at the open hearings last Tuesday, and as a matter of fact we are not as fully
prepared even now to subait a statement as we would like to be as in the time
uvuilable we have not been able to secure all the facts regarding this subject or
advise with the members of this associntion., Therefore, the statements that
we shall make are general in thelr nature,

In the first place, it might he well for us to explain that the association on
whose behalf we are submitting this statement s comprised of practiedlly all
of the manufacturers of sodn fountain fruits and flavoring syrups., The busi-
iess of the memhbers of this association is to supply soda fountain dispensaries
angd fee eream manufacturers with crushed frult syrups and flavorings used
by those industries,

But a large proportion of the business of our industry consists of processing
these chervies that are imported into this eountry in brine and put them into a
condition wherehy they are suitable for the various purposes for which they
are intended to he used in this countty, 'This processing consists of tonking the
cherries out of the brine and eliminating from the cherries every trace of the
brine that it s possible to eliminate, and then properly preserve and pack them
in'a flavor that is Hke maraschino which are then known n the trade as
neyvraschino chereies. We will not bhurden you with any more of the details of
this processing,  We have said the foregoing so that you will understand the
cluss of eherry tavolved and no donbt you are familar with the same.

Astde from supplying the soda fountnin trade with the produects referred to,
n very large proport’on of the business of our members is in packing these
finished cherries in large containers, such ns barrels, and selling them to the
confectionery manufucturers to he used by them in such products as chocolate
dipped cherries, Also in packing these finished cherries in glass bottles for sale
through grocery stores direct to consumers who use them in making salads,
decorating cakes, and embelishing lemonade, ote. We figure that very closely
to 456 or 70 per cent of all these cherries that are imported fnto this country
are used in the confectionery fndustry, but we have not heen able to secure the
exnet figures and this is only our estimate,

As already explained, the chiervies sve uged by the confoctioners lnrgely for
dipping purposes; that Is, for heing covered with choco’ate and sold as choco-
Inte-covered cherrles, and in this conncetion we call particular attention to
the following facts: ,

The class of cherries that are tmported come entire'y from France and 1taly,
chiefly Italy, and are considerably smaller than those of the same varlety
(Royal Anne) as grown on the Pacific coast., The confectioner by necessity
must use a small cherry for dipping purposes running from 900 to 1, cherries
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to the gallon, These imported cherries suit his needs, but the cherries grown
on the Pacific coast are much larger, running in size from 400 to 600 cherries to
the gallon. One particular rcason why the confectloner can not use to good
advantage the Pacitic const cherry is because it makes the plece of eandy alto-
gether too lurge, requiring more of the candy cream which surrounds the
cherry In the center and more of the chocolate conting which covers the cherry
and the creann. Also the larger the cherry and the more amount of candy
crenm in the center the more tendency there is that the plece of candy burst
and the more necessary it hecomes to have a heavier chocolate cont'ng., This
makes such a large picce of candy that it {8 not desivable from a manufactur-
ing standpoint, beeause it i too Invge and does not pack well with all other
kinds of candy in the same hox,

As we understand if, there are but few confectioners who nuke a specialty
of packing these larger cherries, and generally this is done for fancey trade
and the dipped cherries are packed individun'ly without any other assortment.

These imported cherries ave suitable only to be sold as maraschino cherries,
and to be used for the purpose indicated and other purposes for which mara-
schine cherries are used, but they are not suitable to be uscd for preserves,
pies, ot other purposes for which our home grown (what we ecall tnine cherries)
are used by the household,

Another point that we wish to call your attentlon to is that the price of
candy and soda water, Hke all other commoditics, has been high. During the
war the public understood this to a certain extent for various reasons which
necessitated these high prices, but now there is a public clamor for reduced
prices in candy, soda-fountnin drvinks, ete. The resu't of this is that the manu-
faeturers of these products are perplexed at the present time as to how to
reduce the prices and still remain in business, Naturally they do not wish to
incur the censure of the public. They must comply with publie elmor if it
cin he done,  Already bhoth the confectionery industry and the soda-founiain
tndustry hitve been made the subject of speclal taxation because of the idea
that they are Juxurles and that there is 8 vast profit in these industries, cte,

The facts of the matter are that while the proposed tax on these cherries
calls for § cents a pound on the who'e cherry as imported. the chervy after
hHeing stemmed and pitted would show a shrinkage of 50 per cent, so that the
tax would actunlly amount to 10 cents a pound on the cherries when ready to
be processed for finished wse. In addition to this, as i8 generally knewn, any
tax on a commodity costs the ultimate consumer in pnying this tax morve than
the actual amount of the tax originally,

Another feature is that the effect of this tax would he to increase the cost
of the class of confectionery in which these goods are used to an nmount per-
haps as great as the amount of the exeise tax alrendy paced on candy, it being
5 per cent on sales,  This, of course, would be in the nature of a double tax,

We understand that the purpose of this emergency taviff act is to protect
American industries. The adoption of this amendment imposing a duty of 3
cents per pound on imported cherrles in brine would afford us no protection
and we can not see how such a tarift would benetlt the growers of cherrles in
this country in view of the fact that all cherries produced in this country are
now largely consumed for table use and canning purposes, The cherries grown
in this country at the present time are not suitable for many purposes fory which
foreign cherries are used as explained, and in addition to thig, there are not
nearly enough of these native cherries grown to supply the demand of our in-
dustry. Of course, they could not begin to grow additional cherries in this
country in the 10 months of the existence of this aect, and, therefore, it would
not act to foster the native industry but would enable the producers of those
cherries in this country to get a higher price out of their produect for which the
American public would have to pay, and it would seem to us that the sole objeet
of the bill 18 to bring about this benefit to the grower,

Respectfully submitted.

NATIONAL ASSOCIATION OF MANUFACTURERS
oF FruUIT AND FLAVORING SYRUPS.
By H. J. Dicks, Member of Board of Directors,
By TuoMas E. LANNEN, Recording Secretary.
Address: 1288 First National Bank Bulldings Chicago, 111,

Senator McCumser. Dr. Atkeson, the committee will be plensed to
hear from you.



224 - EMERGENCY TARIFF,

STATEMENT OF DR. T. C. ATKESON, WASHINGTON, D. C,, REP-
RESENTING THE NATIONAL GRANGE.

Dr. ArkesoN, Mr. Chairman, I think I may say for our organiza-
tion that we do not represent any special interests. We are 55 years
old and we have organizations in 35 of the States, in all the States
except the cotton-growing States south of Virginia, Tennessce, and
Oklahoma, having organizations in all those States and across the
continent from Maine to California. We represent in our member-
ship practically every agricultural interest in the country, except that
of the cotton growers. And I may say that I am very much interested
in cotton, because I have a son in southern Alabama trying to make
a living on cotton.

Our organization is sometimes called conservative. We are cer-
tainly not very radical, but we represent every agricultural interest
in this country outside of the cotton growers in those few States, 10
or 12, that are especiaily interested in cotton growing.

T might end all T care to say this morning by saying that our
organization indorses unqualifiedly the present emergency tariff bill
as an emergency proi)ositlon. If we were writing the bill we would
extend it somewhat; I think we would include dairy products, poultry
products, and perhaps some special matters.

Senator Simmons, Would you include frozen meats?

Dr. ArkesoN. I do not know, Senator, whether we would or not;
that is, we would have to stop somewhere. The sheep growers would
like to exclude frozen meats.

Senator McCumpenr. You would, then, let the packers bring in the
frozen meats from Argentina and elsewhere without any duty?

Dr. ArkesoN. T say, T do not know whether we would include
frozen meats or not, beeause we would have to stop somewhere,

thnutur Nvaent, Would you impose a duty on live cattle and
sheep ?

I)P'. Arkeson, Certainly on sheep, and possibly on live cattle. But
live eattle are not brought to this country to any considerable extent.

Senator NveeNT, That is very true. If you impose a duty on live
cattle and live sheep, comparatively small numbers of which are im-

orted into this country, why would you not impose a duty on frozen
amb and mutton and beef?

Dr. Arirson, If T were discussing a general tariff proposition 1
would say include those things. I am trying to confine what I say
to a consideration of this emergency proposition. As I understand
this matter as it is now before Congress, it is largely a substitute for
the strong presentation made by the sheep growers and woolgrowers
of the country, in which they started out insisting upon an embargo
on sheep and wool products, and our senatorial wisdom got to the

%ilnt of deciding that the remedy was probably an emergency tariff
ill. )

I do not care to lug in the railrond question and all the collateral
questions involved in farm products and things that all the farmers
are more or less interested in. We have one proposition before us,
and that is the question of dn emergency remedy. if possible. for a
serious condition that confronts the American farmer to-day—every
American farmer. T think T nced make no exception. Practically
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f]y:.ry American farmer is confronted with a serious economic con-
ition, :

Senator Syoor. And everybody else. .

- Dr. Arxeson. I am not a pessimist by a good deal; my natural
inclination is to be an cptimist. This country was here before I came
and it will be here after I am gone, and our economic problems in the
course of time must inevitably readjust themselves. So while I say
I'am not a pessimist but, rather, an optimist, I may introduce a rather
unusual word that expresses my state of mind, and that is that I am
an_ameliorist,

Senator Harding put “normalcy ” on the map and I want to put
“ameliorist ” on the map to-day. That is, to consider the situation
as it is, our present economic difticulties that are now confronting the
whole world, and that it is the duty of statesmen looking into the
future and dealing with the present to ameliorate the conditions just
as far as possible.

I do not believe that the present emergency tariff bill will com-
pletely meet all the economic conditions of the present. A perma-
nent tariff bill will perhaps deal more broadly and more scientifically
and effectively with the economic problems than we can hope to have
them dealt with in a 10-month bill or any other emergency effort to
solve the problem,

(At this point Senator Penrose entered and assumed the chair.)

Dr. ArxpesoN. I am free to admit that I do not know what be-
comes of the difference between what the farmers receive for their
products and what the consumers pay; but I do know this, that
about 18 monthe ago we sold a beautiful flock of high-grade Shrop-
shire sheep at $16 & head, and at that time I was paying in Wash-
ington, in a second-class restaurant, 35 cents for one little lamb
chop, being about the sixteenth part of a pound, and I am still pay-
in% that price, when we can not get $3 a head for those same sheep.

Senator La Forrerre, Does not that situation disturb your op-
timism a little? )

Dr. ArkesoN, Not a bit; I still want to ameliorate it.

My own opinion is that the sheep industry in this country must
perish off American soil unless sometlungﬁs done to protect the sheep
growers and woolgrowers of America. They will always be able to
grow sheep more cheaply in Australia and in Africa and Asia and
in many other parts of the world than we can grow them in this
country, und if we are to perpetuate the sheep industry in this coun-
try it must somehow and some way be protected, or at least amelio-
rated against this invasion of the American markets for both wool
and mutton. The tariff on frozen-meat products would protect the
mutton grower and lamb grower. .

Senator Saoor, You are unqualifiedly in favor of the bill ?

Dr. Arkesox. We are unqualifiedly in favor of the bill as it stands.
I would not amend it if in any measure it would jeopardize it as it
is; and if we can got all we can get by subtracting some of the things
that are in it we would still be in favor of the bill as ameliorated,
because we believe that it will accompligsh something toward better-
ing the condition of the farmers of this country, at least of the sheep.
arowers, and, under present conditions, the wheat growers of the
country.

804222110
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The question was raised awhile ago as to what percentage of the
wheat is still in the hands of the farmer. I do not think anyone
lnows definitely or exactly, But no difference where the wheat is
in the country or whose hands it may be in, it seems to me that to
prohibit the importation of Canadian wheat, if it would enhance the
grxce of wheat in the hands of the speculators even, would be a

emonstration of the fact that a tariff on wheat would tend to in-
crease the ?mc.e of wheat to the farmer who now has in the ground
the crop of winter wheat that he expects to market next year.

If this emergency bill should demonstrate that it has increased
the price of wheat onlg 30 cents a bushes it would encourage the
farmers to believe that by protection they could secure more for their
wheat that is now growing,

I do not care to take any more time. As I say, I have been per-
fectly satisfied with the bare statement that our organization un-
qualifiedly indorses the present pending emergency tariff bill as an
emergency measure, an experiment, and to ameliorate just as far as
possible the calamitous financial conditions that confront the Ameri-
can farmers. )

Senator McCumbgr, There is a witness here that desired to take a
. few minutes to respond to something that Senator McNary stated. or
something that he thought he left out in his testimony.

ADDITIONAL STATEMENT BY MR. JAMES A. RHEINSTROM.

Myr. ReeiNsTROM. Senator McNary picked out certain prices which
he stated to be the value of Italian cherries in comparison with the
western, ' The prices which he gave are those at which some are sell-
ing at the:present time, due to some lots coming from abroad, from
people who are inneed of money, and are therefore being slaughtered.

It his-amendment is carried, it will place the duty on cherries in
brine so high that they will not be imported, because the fruit will be
packed abroad by people who will do the same work which we are
doing now in this country. and they will send them over as finished
cherries under a lower duty than the cherry in brine, which Senator
McNary proposes to tax.

The purpose of the Fordney bill is to protect industries, and if the
amendment is carried it will simply mean the ruination of the busi-
ness of packing cherries in this country, which employs thousands
and thousands of people, because the raw cherries in brine will not be
brought in, but they will be supplanted by the finished foreign
cherries brought in instead. )

Senator JoNes. What is the present tariff on the finished cherry?

Mr. RusixstroMm. Twenty per cent. That was revised in 1913. Be-
fore the revision it was a cent a pound and 85 per cenit ad valoren:,
If this 5 cents is put on, you see, the tax on the raw material will be
five times as much as it is on the finished article, and the foreigners
will ;;iroduce the same product which we are now making and sell it
over here. While the westerners will think they are getting protec-
tion they will not, because they will be competing against a finished
foreign article, ) .

Senator Jones. Would it be possible to put some tariff on the
chex('lries zin brine and yet give you some protection against the finished

product ' ‘
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Mr. Rueinstrom. Well, if you put 5 cents a pound on raw cherries
you would have to put 7 or 8 cents a pound on the finished cherries in
addition to the ad valorem.

Senator JoNes. You say there is a tariff now of 20 per cent on the
finished srogluct? Could you not put some tariff on the cherries in
prine and still leave you as much protection as you need? )

Mr, Rurinstrom. We are just about able to compete now using
cherries in brine free of duty, and if you add the fpropo:sed duty on
the raw cherries we never could compete with the foreign product.

Senator Jones, What is the difference in cost of manufacturing
your article in this country and manufacturing it in Italy?

Mr. Raeinstrom. I should imagine the difference would be at
least 60 per cent less in Italy.

l?en?‘tgor Jones, You imagine that? Have you any data on the
subjec

L}r. RuzeinstroM. No; but I was in Italy gseveral years ago during
the packing season, and they were paying grils from 10 to 20 cents a
dag, and at the corresponding time we were paying them $1 and $1.25
a day.

Se’rrmtor Jones. Do your girls do any more work than theirs?

Mr. RueinstroM. They do more work, but the difference in cost
is represented in the percgnta%e which I gave you. In other words,
they can produce their article for about one-third of what it costs us.
Our girls do more work for more money, but that difference is taken
up by the increased cost. .

Senator JoNes. If they can do that well, how are you able to live
now? If they can manufacture that much cheaper than you can,
how are you able to exist to-day?

_Mr. RueinstroM. Up until to-day there have been very few fin-
ished cherries coming over, on account of the war. Now they have
just started, and we will have a hard time meeting that competition.

Senator Jonrs, But this condition existed prior to the war.

Mr. RugixstroM. Prior to the war we had a duty of a cent a
pound and 35 per cent ad valorem. On the old basis we were able
to compete. On the present 20 per cent basis we could not have
competed had not the war stopped foreign manufacture.

Senator Jones. But even prior to the war, I understood you to say,
they’ could manufacture this product for 60 per ceni of what it costs
yous

Mr. Rueinstrom. We had a duty of a cent a pound and 35 per
cent ad valorem. The finished cherries are packed in bottles and the
taxable weight includes the sirup and cherries. The way Senator
McNary has worded his bill it is on the weight of the raw cherries
alone. - When the goods come over in the finished form yon would

ay the duty on the fruit and the sirup. Tn other words, you would

e paying about twice the duty that you would on the corresponding
amount of raw fruit. The cherries weigh about half of the weight
of the cherries and sirup. )

Senator JoNEs., And the duty now is 20 per cent ad valorem?

Mr. RueinstroM. Yes. Before the war it was a cent a pound and
35 per cent ad valorem. And if it were not for the war we would
have been put out of business then, but on account of the conditions
that prevailed we have been able to compete and exist.
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The purpose of this Fordney bill is to protect American industry.
If the amendment is adopted the westerners will not profit by it, as .
I said before, because the cherries will not be brought in in’brine;
but the finished cherries will be brought in instead with a lower
tariff, and it will destroy our entire industry.

. There are thousands and thousands of people employed and mil-
lions of dollars invested in this industry, and it is one that has been
growing constantly for years.

Senator NUGENT. Your idea is that if the McNary amendment is
adopted it will be necessary, in order to protect the manufacturer, to
impose a higher rate of duty than now? :

r. RueinstroM. It will be necessary to impose a duty of at least
¢ cents, in addition to the revised duty which is now needed. We
will have to go back to at least the duty of a cent a pound and 35
per cent ad valorem, and in addition we will have to have enough to
take care of this 5 cents a pound on the raw fruit. In shipping
cherries to this country a large per cent is crushed in transit, and i
we are to pay duty on those that are shriveled and dump some bad
ones in the river it would ruin us. ’

Senator NucenT. If the McNary amendment is adopted by the com-
mittee, what, in your judgment, should be the rates of duty imposed
on the manufactured product?

Mr. RupinstroM. They would have to be at least from eight to nine
cents a pound and 35 per cent ad valorem.

Senator NuceENT, At least that?

Mr. RueiNstroM. At least that much. We would have to figure out
vi;hat these shrinkages amount to and increase i¢ sufficiently to take
them up. ' .

Senagor Srayons, You would have to have a compensatory duty in
addition to the specific duty?

Mr. Rueinstrom, We would not only have to have an additional
5 cents, but we would have to have a considerable increase to cover the
enormous shrinkage.

Senator Sraryrons. In other words, you want a compensatory duty
in addition to the primary duty?

Mr. RupinstroM, Yes, sir; which, as I said, would have to be con-
siderably large on account of the ehormous shrinkage caused . in
transit. They ship thousands of barrels on one boat, and many of
these barrels are crushed in transportation,

Senator Sianons. Suppose they were to give you this 7 cents—is
that 7 cents a pound? ,

Mr. Rurinstrom. It would reqélire at least 7 cents per pound addi-
tional tariff just to take care of Senator McNary’s proposed duty of
B cents per pound without the other protection needed.

. Senal?:or Siywmons, And then vou want a compensatory duty of
cents

Mr. Rueinstrodt. Seven cents added to the revised duty.

Senator Siymons, T understood that you would have to have vour
specific duty in addition to that, but von want a compensatory duty of
7 cents a pound and 35 cents specific ?

Mr. Rueinstronm. And then another cent in addition to that.

Senator Sivyons, You want 36 cents?
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Mr. Rueinstrom. Noj; a cent in addition to the 7 cents. It would
have to be at least eight or nine cents a pound, and then 35 per cent
ad valorem,

Senator Simmons. Can you reduce your 7 cents a pound to an ad
valorem duty? What would that be on the ad valorem basis?

Mr. RueinstroM. That would depend upon the market value of the
raw material,

Senator Stmymons, Well, what is it, about? I am not holding you
down to exact figures.

Senator Jones, Take the present market value. ,

Mr. RueinstroM. It would probably have to be at least, I should
say, 70 per cent.

Senator Srmymoxns., And then in addition to that 70 per cent you
want your ad valorem?

Mr. RimzinstroM, Noj; that would cover everything.

Senator SiMyoNs, So it would take a 70 per cent ad valorem duty
upon these cherries to enable you to carry on your business?

Mr. Rurinsrrom. Yes, sir; 1f Senator MeNary’s amendment carries.
And if you had such a duty as that you would make the price pro-
‘hibitive in this country, and it simply would kill the industry.
Formerly we bought all our cherries on the coast, and then as our de-
mand increased they were not able to supply it, and we had to look to
other countries for it, and that is why we stopped buying on the coast.
As it is now, from time to time when we can get the right kind of fruit
we still buy some on the coast. ,

Senator Sipmons. It amounts to this: That if this duty which
Senator McNary asks is granted you think that, in order to protect you
as a producer of the finished product, you would have to have a duty
that would be practically prohibitory ?

Mr. Rurinstrom. It would be prohibitory. It would be so costl
that packers could not afford to import the fruit, and if they did 1t
would be so high that at prices made to counterbalance this 5 cents
increase in duty with shrinkage the cherries would not sell. )

Senator SimmoNs., T was just trying to see what additional duties
manufacturers were likely to ask if we put raw materials on the
dutiable list to the extent that is demanded. )

Mr, Rurinstrom. If I may be allowed to offer a suggestion, if the
duty is placed back to where 1t was before, 1 cent a pound and 35 cents
ad valorem, and the amendment is eliminated, it would be all right.

Nenator Jones. You want to eliminate Senator McNary’s amend-
ment and still increase the present duty ¢ .

Mr. Ruginstrom. We have to F“t it back to where it was‘before the
war, because if we do not we will be put out of business. We can not
compete. Tf the war had not started when it did we would have had to
stop the cherry business then, but conditions were such that foreign
competition was not able to send any goods over here, and we were,
therefore, able to pack cherries and sell them in this country, =~

Senator Sryymons, I think you are answering Mr. Marsh’s inquiry
rather rointedly, to wit : That the manufacturers or producers of the
finished product may come along after we have had these high duties
l}:[lbt]le raw material and demand a rate that will be practically pro-

ibitory.

My, Rurixsiroy. There is no doubt that it would be prohibitive.
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Senator Nveent. Ithink, in view of the gentleman’s statement, that
what he is seeking here is an increase in the rate of duty on the manu-
factured article and no protection whatever for the producer.

_Senator Smons, That is what he would like, but if Senator Mec-
Nary gets what he would like then this gentleman would ask for a pro-
hibitive duty.

Myr. Rueinstrom. Tf he gets that, we would have to have that much
more on the other hand in order to compete.

Senator NvceNT. You say that in order to exist there should be no
protection for the producer and a still higher rate of duty imposed on
the manufactured product?

Mr. Rurixstronm. If he gets his 5 cents a pound, we would have
to have still greater protection.

Senator NUGENT. Suppose, for the suke of argument, that the
McNary amendment is rejected by this committee. Do you still
contend it would be necessary, in order to protect you, that there
shqulld?be a higher rate of duty than now exists on the manufactured
article?

Mr. Rueixsrros. It would be necessary to have it at least back to
where it was before the war.

The Cuairymax. The hour of 12 o'clock’ having arrived, the com-
mittee will stand adjourned until half past 2 in this room. The
hearing will close this afternoon. The chair is informed that the
only parties yet desiring to be heard ave certain dairy interests.

n Friday the committee will meet under a resolution passed
yesterday to consider the bill finally with all pending amendments
and all amendments to be offered. :

Senator Siymons. Mr. Chairman, may I make this suggestion?
Senator Gerry suggested that he would ask that Mr. Page or some
other member of the Tariff Commission be asked to come before the
committee. He is not here to-day; I do not think he is in town. If
he should be here Friday morning and ask to have a brief statement
from the Tariff Commission, I suppose there would be no objection.

The Cuamyan. If there is no objection, Mr. Page will appear on
Friday morning.

Mr. Pace. We are at }mur call, if you plense, Mr, Chairman. If
we have to come down, I should like to bring one or two men with
us who are qualified to speak as experts about these various subjects.
They are busy, and I do not like to take them away from their work
unless it is necessary. but if you will have us called by the clerk of
the committee we will come down at any time.

The Crairman. The committee will be sure to hear you and your
associates at 11 o’clock on Friday morning,

Mr. Pace. I take that, then, as a notice from the committee?

The Crarman, Yes, .

Mr, Pace. We have no special statement to make, except to answer
questions or give any assistance we can. : -

Senator Starmons. Let me suggest this. _Senator Gerry does not
insist upon their coming, and I will not. I have discovered that in
your surveys you have given a great deal of information which would
probably be duplicated if you came. I am simply making this state-
ment as a matter of courtesy to Senator Gerry. )

Mr. Pace. If you will permit me, I will say that in these surveys
we have recorded pretty much all the information that we think we
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might give that would be pertinent to your deliberations. But there
are one or two subjects that we are now prepared to turn over to you
which we did not have ready for the Ways and Means Committee
by which these surveys were printed—notably wool. We were late
in completing our investigation of the wool situation, because it was
almost impossible to get estimates of the cost of production and profits
and prices during this past season. We now have a summary of our
report prepared, which I think might be interesting to the members
of this committee, and if you wish to have that I shall be very glad
to put it up to the commission and send it down to you.
he CaairmaN. You may send anything of that kind. I think it

would be rather better for Mr. Page and his associates to be here
Friday anyhow.

Mr. Pace. We will be here Friday at 11 o’clock.

The CumairmaN, The committee stands adjourned until 2.30 this
afternoon. .

(Thereupon, at 12 o’clock m., the committee took a recess until
2.30 o’clock p. m.)

AFTER RECESS,

The hearing was resumed, pursuant to the taking of recess, at 2,30
o’clock p. m.

Senator McCumMeer (acting chairman). There are some 12 wit-
nesses whose names are before me who desire to be heard on the
matter of butter, cheese, dairy groducts etc. I was in hopes we
might boil it down to five, but I know how difficult that is when
there are so many here who desire to be heard. I would simply ask
that in giving your testimony you avoid duplication as much as

ossible.  We have set a time limit to close this afternoon, and while
am well aware that the testimony of witnesses is drawn to an
unusual length more on account of questions that are asked by mem-
bers of the committee than from their own intent, I would ask you to
be as brief as possible,
I will call upon Mr, Lewis.

STATEMENT OF MR. E. B, LEWIS, PRESIDENT J. H. HORTON ICE
CREAM C0., NEW YORK, CHAIRMAN NATIONAL DAIRY PROD-
UCTS COMMITTEE.

Mr, Lrwrs. Mr. Chairman, we are here this afternoon as the
National Dairy Products Committee, an organization reli-iresenti.ng
all branches of the dairy industry from the Atlantic to the Pacific
and from the Canadian border to the Rio Grande, )

Briefly, we are here to ask you to give us protection for the Ameri-
can dairy industry, We are not equipped with an attorney to con-
duct our deliberations, but we feel that as plain business men we
can convince you in very short order that it would be for the best
welfare of this country for you to give us the protection that we are
going to ask for. .

Our secretary, Mr, J. J. Farrell, will introduce to you the repre-
sentatives from the different branches of the industry, who will tell
gou about their particular branch of the industry and the protection
hat we are seeking. '

T
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STATEMENT OF MR. J. J. FARRELL, SECRETARY NATIONAL
DAIRY PRODUCTS COMMITTEE, WASHINGTON, D. C.

Mr. Farrerr. Mr, Chairman, owing to the fact that this is an emer-
gency affair we have with us 25 people from different parts of the
country. I will therefore forego my remarks, as it would be in a
measure duplication, but I do want to call the committee’s attention
to this fact, which some of the speakers may not touch upon:

Owing to the 83} per cent freight increase and owing to the vast
amount of foreign oils that are introduced into this. country, im-
ported practically free of charge, the dairy industry is receiving one
of the most severe blows it has ever had, because of these cheap oils
coming into the country and substituting the dairy products. That
high freight rate on butter going to New York from North Dakota,
South Dakota, and all the Western 'States makes it possible for
Danish butter to be landed in New York at practically one-half the
price that we can transport it for from North Dakota, South Dakota,
and Minnesota, :

With these obstacles in the way of the farmer and with the crash
in the farmers’ prices it leaves them at the present time. with the
only cash revenue coming in regularly, weekly, monthly, and yearly,
coming from the cow. That is the only thing that enables the farmer
to-day to hold his product a little bit longer until he may dispose of
his cattle, swine, and ‘grain for a little higher price. Tn this emer-
%e;ncy measure it was intended to cover agricultural products, but
they have left out really the most important product on the farm,
the product that brings them a steady eash revenue. which would
enable them to survive the crash in prices.

With these few remarks, I am going to give way to the gentlemen
who come from far and near to be heard. The first, Mr. 5hairman,
is a farmer from Minnesota, Mr, M, D. Munn, president of the Jersey
Cattle Club of America, who will give the views of the producer.,

Senator M¢Cumpenr, We shall be glad to hear you, Mr, Munn.

STATEMENT OF MR. M. D. MUNN, PRESIDENT NATIONAL DAIRY
COUNCIL, CHICAGO, ILL.

Mr. Mun~. Mr. Chairman and gentlemen, I rather congratulate
myself on the fact that the fpresiding chairman of this meeting is a
Senator from the section of the country that I am familiar with,
Doubtless you realize fully the importance of this industry to the
Northwestern country in particular and to the United States as well.

I sat in the room yesterday and listened to the discussion on these
vegetable oils with considerable interest, and after hearing what
was said I thought it might be wise to gather some facts in relation
to that to present here this morning. So I am going to devote inyself
largely to that branch of this digcussion, which, to my mind, is more
important to this dairy industry to-day than anything else.

his industry, as you know, produced in 1919 products which sold
in the open market for about $3,000,000,000; and, as Mr. Farrell hag
just said, it is the only product which brings in a daily, weekly, and
monthly revenue on the farm.

The statement, was made yesterday by the oil men that the tariff
of 20 cents a gallon on these vegetable oils was prohibitive, and in
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response to the (uestion what it meant on an ad valorem basis, it was
stated that it would range from 40 to 50 per cent, as I remember the
statement. )

Coconut oil is the one vegetable oil that is being most used in the
manufacture of the so-called substitutes for butter. It was said in
the hearing yesterday that to prohibit the importation of that oil
into this country would mean the taking away of an infant industr
which had been established as a result of the war. Investigation wil
show you that the coconut-oil industry is controlled in England,
That country has divided itself up into 40 sections, and the Govern-
ment has taken supervision over the handling of this coconut oil, und
what we are getting here is the amount that the English Govern-
ment allows to come into this country. Instead of our controlling it,
we have no control over it whatever and can never have,

The oil that was imported here during the first 11 months of 1920
amounted to 203,321,412 pounds. That was made very largely into
the so-called food substitutes; that is, substitutes for articles which
enter into our dietary, and very much of it into oil margarine. The
Government has furnished me with figures showing the amount of
oil margarines manufactured during the first 11 months of 1920. We
find that there were manufactured 177,972,000 pounds of oil marga-
rines. Those are the pure oil margarines. In addition to that there
were manufactured 192,000,000 and odd pounds of mixed oil marga-
rines. In those mixed oil margarines there is about 80 per cent of
the vegetable oil and the balance of it is made up of a mixture, so
that when you take that out we have a totallof 307,000,000 (rounds,
in round numbers, of vegetable oil margarines manufactured in the
first 11 months of 1920.

* Now, that is a menace to this industry that ¢can hardly he expressed
in words. When I heard the statement made, as I did yesterday,
that 20 cents a gallon was a ﬁrohibitive tariff I could not quite under-
stand it. The Government has furnished me some figures that show
this. Assuming that this oil weighs 8 pounds to the g,riallon, and
it will be approximately that, we find that 20 cents a gallon would
make a little less than 2} cents per pound. The average selling price
for coconut oil in the New York wholesale market during the first
11 months of 1920 was 19.3 cents a pound, a little less than 20 cents.
So. you see. reduced to an ad valorem basis, instead of being 40 or 50
pertcent, as stated here, it is less than 13 per cent—about 124 per
cent.

We are not here to advocate a tariff which shall be placed on these
oils. Twenty cents a gallon is hardly enough to add respectability
to the product in the market. It could be made double that and not
be prohibitive and not afford protection to this industry.

e feel, as dairymen, that we are entitled to some protection along
this line, because 1f we do not get it it can only result in two things,
a decreased efficiency in our citizenship and a decreased revenue to
the farmer from the dairy industry. Because there is not a particle
of food or nutriment in these oils, There is energy-producing potwer,
but when it comes to producing growth and intellectual and physical
vitality they are practically nil.” And just as far as they substitute
butter and futter fat in the human dietary they reduce to that extent
the posibility of efficient manhood and womanhood, to say nothing
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about the effect they have upon the prosperity of our industry and
agriculture. . )

I am not going to touch upon the other subjects; they will be cov-
ered by other speakers, and we do not care to keep you here. But
we oo feel that when you come to consider the question of a tariff
on these oils, instead of taking the amount that has been specified
here in the House bill it shoul be, if anything, increased.

Senator NueenT. To what extent?

Mr. Mu~n. I am not prepared to say. I gave the ad valorem basis
as nearly as we can figure it out. It can be double that and not be
prohibitive,

Senator Nucent, What rate would be necessary, in your %udgment,
in order to protect the dairy industry in the United States'

Mr, MuxN. Woell, the differences in the markets are something like
this. Coconnt-oil margarine is selling for around 35 to 37 cents
to-day, whereas butter 1s 54 cents. Of course, there is a difference in
the food value that I have spoken of. I am not prepared to say what
tariff would amount to a protection, it is difficult to figure it out, but
it is quite certain that 20 cents a gallon will not do it.

Senator Nuarnt, I apprehend that the committee is extremely
desirous of knowing your opinion in the matter.

Mr. Mux~., I should say it should be at least double, in my own
opinion, That will not be prohibitive, but certainly it will not be
much more than protective.

Senator La Forrerte. Will you kindly repeat that?

Mr. MunxN. I believe it should be double, and that will not be
prohibitive. If it is double it would be equivalent to 5 cents a.pound
ad valorem,

Senator NuvorxT., You are speaking now of the doubling of the
rates as set out in this House bill?

Mr. Muxw. Yes, sir.  In this estimate we have included the vast
amount that comes in here in the form of coconut meat and copra and
the oil pressed out in this country. That amounts to very many
millions of dollars, in additon to the oils that come in as such.
notice this bill makes no reference to that at all; it ;ust specifies the
oil. There is about 40 per cent as much comes in in the form of coco-
nut meat and copra as comes in in the oil. Of course, that is not all
used in oils: it is used in other forms. How much is used in 0il T am
not prepared to say; there is no way of finding out.

But this bill makes no reference to copra or coconut meat at all,
and I apprehend that if the tariff on the oil were sufficient to make
it less remunerative than to bring the meat in they would bring the
meat in and compress that to get the oil. But we do know that this
is a terrific menace to_the dairy industry, and there is no way of
meeting it. They spend vast sums in publicity all the time. I noticed
in the State of Ohio the other day the statement that a thousand
billboards were advertising a product known a Nucoa, a so-called
coconut-oil butter. In the Chicago papers alone, I was informed the
other day—I have seen the bpa(%;e ads that they are carrying from day
to day—they have spent $75,000 in a very short time. :

Senator LA Forrerre, Do you know the ingredients of the coconut-
oil butter that is put upon the market and the proportions?
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Mr. Musx., It is pure oil, as T understand it, or very la.rigely coco-
nut oil. It has a milk flavor, because they churn it in milk, as they
say, to give it a milk flavor. But the main substance is coconut oil.

K/Ir. farrern, There is 2 per cent casein, 3 per cent salt, about 12
per cent moisture, and 83 per cent fat.

Mr. Muxx, If there ave no further questions, I thank the com-
mittee for its attention. 1 want to say that these figures are all
taken from the Government; they are not guesswork on our part.
They were supplied this morning by the I’)qepnrtment of \gricul-
ture and from the records of the Foreign Commerce Bureau.

Senator McCumser. We are very much obliged to you, Mr. Munn,
I will call now on Mr. W, H. Bronson.

STATEMENT OF MR. W. H. BRONSON, BOSTON, MASS., REPRE.
SENTING NEW ENGLAND MILK PRODUCERS’ ASSOCIATION.

Mr. Brossox. Mr, Chairman, onr association in Boston is ver
much interested in butter prices, The price we receive from milk
depends a great deal upon butter quotations, and if we had a serious
decline in the price of hutter it would mean that the New England
farmers would suffer a very heavy loss in the producing of milk for
the city of Boston and for New England territory, in that the ma-
jority of the farmers bought their grain last fall, or contracted for it,
when the price was high, and, even though grain prices dropped
they are =1}l fecding that high-priced grain,  \lso, the silage anc
other feeds going into the production of milk were produced last
summer witti very high-priced labor, and again with the drop in the
price of butter and the price of milk there must be a decided loss,

We have prepared some figures showing the relative cost of pro-
duction of milk in the New F]n,«.»;lnml States compared with Quebec,
of which I will file u copy with the committee.

S']‘llo data sul)mitto(ll by the witness are here printed in full, as
follows:)

ESTIMATES OF PHE COMPARNTIVE CONY OF MILK PRODUCTION [N NEW ENGLAND SEPATES
AND PROVINCE OF QUERKC, CANADA,

[Wesley . Bronson, statisticlan, New ‘lih‘sgla]nd Milk Producers’ Association, Boston,
Mtss,

The esthmnted cost of producing 100 poustds of tilk in the yenr 1919 in the
New Englandd States and I'rovinee of Quehee §s us tollows:

New England Swatos. oo ool e e e SBUTD
Provinee of Queboe oLl L e i e e 3,20
Nilference in vor of Quebee .. Lo oL Ll cnll aan oo 03

Based on these costs of 100 poutils of milk, the coxt of produecing 1 pound of
buttor in these two areas is as follows:

New Engliaid SHITON e i s v et et e e o e SO 92
Provinee of QUONCC.L . Lo e v v mn e cmam i immn e e 4 001
Differenee In favor of Queboe, L e et s e W11

Aznin based on these eosts, the coxt of 1 pound of cheese {s ns follows
New Englund SEHOS. ool oel 0 e e mmmice e mmmemimann e S0 HTD
Provinee of QUebecoa. oo ool ol mrce i c e imme e vmmnn e+ 20

Differches i fvor of QUONGE. . e icmce s e e Nt

¢ e
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These costs are sl on the * Warren formuln *? tor the quamities of teed
and bor required to make 10 pounds of milk, (o which are applied feed and
bor costs in the two areas,

Warren formula—Onantities of feed and Inhor required to make 100 pounds
of mitk;

New England Rtate cost,

Genling 88,70 pounds, at STH per ton. e e il cee . $LUS
Hay, 433 pounds. at $21 per tom oo oo et s e —— .45
Other diry fornge, 10,8 pounds, nt $10 per ton. JR SISO UPIIE § |
Silage, 100.5 pnumls, NEBR DO” TN e e e o .40
Lahor, 3,02 hours, ot SO238. . o e et e < TO
Potal reprosenting 70 per cont of oSt o e e 3,00
Final cost 100 ponnds k. o o e . B.TO
Warren formula,
[Province of Quebec costs, expressed in Canadlan money.)
Grain, 38,70 pounds, at $76 por ton. .. . L L. e L e .. SLUS
Hay, 43.8 puumls. at $21 per tON e S 111
()tlu-r dary forage. 10.8 poutilds, at $10 pm- N e T T
Shage, 100.5 pounds, at $7 per ton... e e e e e O
Lahor, 8.02 hours, at SO0 . o e o e .58
Total, vepresenting 85 per cont of CoNIS . L Lie e el e 2, v
Final cost, 100 pounds of mddk.. . . ool Ll L L L L 888

SOURCE OF PRICES,

Graine--—Boxton Chamber of Commerce quottions for the year 1919, to which
are added cost of rotniling,  Some of the Canndign geadn costs are less than
New England costs, as shown by the relative prices of hran in Moutveal and
Boston, Montrenl quoting a fee of $5 8 ton dower than Boston  (Montreal
Trade Bulletin and Boston Chamber of Commerce quotations), but no differonce
has been made in grain costs,

Hape~-Prices for New Englind are from the Crop Reporter, published by the
Bureau of Crop Estimates, Unfted States Depar, ntent of Ageiculiure, weighited
by tmportanee of dedvying in the savern) 8tates,  Provinee of Quehoe pricos npe
from the Monthty Bualletin of A ariculvural Statisties, for January, 1920, page 10,
publishied by the Dominfon I!ut*t‘au of Statisties,

Nitagr~Trom cost aecountg in New Engiand, and estimuted 81 a ton lowor
fn Canada, for the reason that Inbor cost in Coanada is less,

Lahor—New Engiond costs from the Orop Reporter, for Doecomboer, 191, page
185, State ftgure weighted on basis of dairy importance am? vahie of hoard
added at $30 per month.  Quebee costs from the Dominion Monthily Bulletin
of Agricultural Statistics, for Febraary, 1920, page 32, males per yonr, inelud-
ing bhonrd, In eneh case i is ostisanted that the Jabor works 300 hours pey
month, this helng based on studles made in New England this past sumner
regnprding farm-lahor costs,

The percentage of total cost represented i foed and Inbhor costs s estimmted
at a lavger amount i Quebee than in New England, for the veason that a study
of relative housing, dam equipment, and cow interest and depreclating charges
SNOW Jower costs for tliese Ttoms In Canadn than in New England, ‘I'his study,
made from records of the Boston (Mass,) Duiiry Division, showed the following
barn scores for two representative areas I Queboe and Noew Tinglnd States,
hoth of wliieh have been shipping mtik to Boston for the same perlod of thne

14 Warren formula ' was developed by Dr. G, 1, Wavren, of Cornell University, and
usetd by the New York Federnl Milk Commisston dualug the war in determining productlon
costs,
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Barn scores, Vermont awl Quehec,

! ¢ ' ]
D i i Aver-
CNum- L
. i horof | Per ceny of farms seor- . R0Nge | age
Locality. ! farms ' ing under 30 per cent. chf.e *’.ff.}"}
i scored. | ST tarms,
’ |
| H
Milton, Ve ee.ereeirroeesiorniatncarssescncsassansi 0 | 2143 (151arms).eeee.. 39 05 . 52,07
Heroford, Proviic of (iebee .. 11101 70 | 8288 (8T farme. 1L B0.2-60.1 o910
Shelhurne, VE2. .. .oeerrsserisiarrriceceneersonsaes 70 1 42,85 (30 farms)...... oo, SL7-641 01 49,00
Sulton, Province of Quebee3............... vesesnes ! 70 | 62.85 (44 farms)........ 26.9-60.2 © 7,54

1 Milton, Vt. and Hereford, Province of Quehoc old territory, ahi})plng to Boston for some titme.
8 Sherburne, Vt, and Sulton, Province of Quebee new terrttory, shipping to Boston only recently.

These comparative scores indicate that the Quebee farmer is producing bk
in less expensive hurns, with less dairy equipment, nnd, in general, in a loss
laborious method,

Butter coxt.—In determining butter cost, the value of sk ik was esti.
mated per 100 pounds as heing equal to the value of one-hadt bashel of corn,
or, 1Tor 1019, 95 cents per 100, This gives the value of ki ndlk (85 pounds)
in 100 pounds of milk as 8t cents, which when subtracted from the cost of 100
pounds of milk gives the cost of 4.8 poutuds of butter, allowing for a 4 per cent
milk and a 20 per cent churn gain,

Cheese price-—O0ne hundred pounds of milk madses 10 pounds of cheese,  "Ihe
respective costs of 100 pounds of milk divided by 10 gives the cost of T pound
of cheese In each section,

Other sonrees of Canadian costs—~Bulletin No, 278, page 20, Ontario Agrel-
cultural College, gives the cost of production of 100 pounds of milk in eastern
ontarto for 1918-19, average of 137 furms, as $2.68. The averages for 139
furms in western Ontarto gave a cost of $2.64 per 100 pounds, This is reportedd
in Bulletin 275 of the same fustitution, The Central Fxperimental Jarms, at
Ottawn. Cinada, state thetr costs per 100 pounds of milk as $2,08 in a report to
the writer, Al of these statements of eostg are constderably helow the cost
determined by the “ Warren fornmla © method, so it would seem that the costs
as estinated for Quebee arve, i anything, too high and that the veal difference
betweon New England and Quebee is more than the estimutes given,

Mr. Broxson, This statement shows, for example, the difference
hetween the cost of production in the New England States and in

. J [ ! L4
Quebec, which for the year 1919 was 53 cents a hundred. That re-
duced to a butter basis would be a difference of 11 conts n pound,
and reduced to a cheese basis would be 5.3 cents a pound. We think
that represents fairly closely the difference between the cost of pro-
ducing milk and these other products in Quebee, which is the territory
we are especially intereste in, and in the New England States,

The figures upon which this is based are all taken from Govern-
ment reports as to comparative labor cost, and hay anl grain costs,
etec. The principal item of difference between the New England
States and Quebec is in the matter of labor, Fuarm lnlim' i Queboe
is considerably lower than the cost of farm labor in New Tingland.

T have obtaived from Canada some estimates as to what it would
cost to produce milk, as expressed by the Ontario Agricaltural Col-
lege and the experiment station at Ottawa, and those reports show a
figure considerably less than is figured for Quebec: in fact, about 30
to 30 cents a hundred less than 1 have figured the cost for Quehoc,
So I feel that the Quebec figures that T have obtained ave. it any-
thing. a little high rather than a little low.

We are not so much interested in the milk market at the present
time, especially with reference to milk coming in from Canada, ne



23 E&i!ﬂl(ilﬁ. NCY TARIFF.

perhaps the possibilities. We are thinking what would happen, for
exam]?le, to Boston and the State of Massachusetts in case Boston

ot the majority of its milk supply from Canada rather than from
the New England States. . Because with this lower cost in Canada it
will ultimately mean probably that Boston will get a larger per cent
of its milk from Canada,

Under present conditions milk and crenm bought in Canada are
paid for with Canadian money. The distributors in Boston pay all
their Canadian producers with checks on Montreal, and the present
rate of exchange acts as a considerable incentive to the Boston dis-
tributor buying his milk and buying his cream in that territory, for
the reason that his money is worth about 15 per cent more in Canada
than it is in the New England States.

" At present the percentage of milk coming into Boston out of
Canada is only about one-half of 1 per cent, but the territory has been
gradually going farther back into the country from Boston, and we
look for the possibility of finally getting over into Canada as a source
of supply, with the result that instead of the money coming back to
Boston, as it does now, the money from the contractors is sent out
to the farmers, and the farmers take it to the retailers, the countr
stores, etc., and grain merchants, and the grain merchantssend it back
to Boston to the wholesale grain men, wholesale grocers, ete., and it
goes that round. However, in case the milk and cream came from
Canada, instead of that money coming back to Boston we would have
that money going to Canadian farmers and going to Montreal and
never seeing New England again probably.

Senator NuaeNT. What price does the furmer receive for his milk
per gallon?

Mr. Bronsox. The last price that we had was for November, 1620,
and that was f. 0. b, Boston 8.6 cents a quart. From that should be
taken the transportation charges of about a cent and three-quarters
for getting it. That means about 7 cents a quart.

Senator NuceNtT, What does the consumer pay for a quart of milk
in Boston? :

Mr. BroxsoN. The consumer is paying now, in January, 174 cents
a quart. In December he paid 18 cents a quart, and the cost of milk
delivered to the dealer in December was 104 cents f. o. b, Boston.
The price for January is 9} cents f. 0. b. Boston. The drop of a cent
has been primarily due to the drop in butter prices,

Senator Nuceent. Then the profit of the dealer in milk represents
the spread hetween 73 or 8 cents n quart and the 18 or 19 cents for
which it is sold to the consumer?

Mpr. Broxsox. At the present time it is about T} cents.

As far ns cream is concerned in the Boston market, 10,7 per cent.
or practically 11 per cent, of the cream coming into the ¢ity of Boston
came out of Canada in 1919, That represents about $800,000. Of
course, that is not 7 cents profit ; it is, as you snggested, the spread as
between the dealer and the consumer,

Senator NuveenT, If the farmer receives 7§ cents a quart for his
milk and it is sold to the consumer at 17 cents, it would appear to me
that there is a profit of 10 cents for somebody between the two.

Mr, Broxson, It is not a profit,

Senator NuaeNT, There will be the cost of handling, of course,
whatever that may be. ' ' ' ' '
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Mr, Broxson, The distributors claim that their profit is about 3
mills a quart, I believe, out of that spread, that they have left for
themselves, ,

Senator McCumper, How much is paid to the seller who drives
the team to distribute the milk?

Mr. Bronsox. He is getting about $45 to $50 a week now. That is
a big item of expense.

u.:}eémtor La Forrerte. Do the farmers sell directly to the-distrib-
ator

Mr. Bronson. Yes; the New England Milk Producers’ Association
acts l?st the marketing agent and determines the price for the Boston
market.

Senator La Forirrre. That is, the price to be paid to the farmers?

Mr. Broxson. The price to be paic‘) to the farmers who are mem-
bers of our association.

In regard to the change in exports, I have the exports from Can-
ada into the United States. I have these figures from the Dominion
Bureau of Statistics. These show that 828,000 gallons of milk came
in in 1919, 500,000 gallons of cream, 17,500,000 pounds of condensed
milk, 2,700,000 pounds of butter, and the cheese was even; that is,
the same amount was exported as was imported.

Perhaps the comparative change would be of interest. In 1913,
fotl'lexample, the net exports of milk to the United States were 8,000
rallons——
€ Senator McCumser. That was imported into the United States?

Mr. Broxson. Imported into the United States, yes—8,000 gal-
lons. In 1919 it was 828,000 gallons. I do not know what percentage
of increase that is, but there has evidently been a change from cream
to.milk. They used to ship in more cream, and now they are ship-
pigg in more milk.

'ondensed milk increased from 35.000 pounds in 1913 to 17,500,000
pounds in 1919,

As to butter, in 1918 Canada had a net import of 800,000 pounds,
and in 1919 a net export of 2,700,000 pounds, In 1913 Canada im-
ported 1,500,000 pounds of cheese, and in 1919 the imports and ex-
ports were exactly even,

Senator s Fourerre, Do you know what kind of cheese it is that
comes in from Canada?

Mr. Broxsox. No.sir: T ean not tell you that: it is just reported as
cheese,

Mr. Farrern, Tt is principally chedder.

Senator McCumser. Do you know what the farmers pay in Mas-
sachusetts for their help in caring for and milking cows?

Mr. BroxsoN, At present a weighted figure for New England ter-
ritory, weighted on importance of milk coming to IBoston for 1919,
.was $85 per month, including board. We base our cost in Boston
very largely on cost of production, and we have been making & num-
ber of studies as to cost of labor,

Senator Lia Forrerre, The figure you gave there includes the board
of the man, of course?

Mr, Bronson. Yes, sir.  Our labor shows a considerably higher
figure in 1920 than it was in 1919, .

Seuator McCumner, What do you estimate it costs you to hire »
man per month to do the milking, including his board ?
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Mr. Broxson. In September, 1920, we made a study as to the cost
of labor, and found, for example, that for the State of Massachu-
setts furm labor, boarded, was receiving ¥52 a month in cash, and
the estimate on board given by the farmer was $36, making a total of
$88 per month.

Senator McCumner. That was general labor?

Mr. Broxson, That was general labor; and they were working an
?vmge of about 318 hours a month, which gave a cost of 28 cents an
our,

Senator La FoLuerre. Are those figures which you are giving now

" the wage on dairy farms? : »

Mr. Broxsox, Absolutely on dairy farms, and on cows also. _

S({snatm' McCumer, Those are the wages they pay for milkers,
etc. ¢

Mr. Broxson. Yes, sir.

Senator McCumper, 1 was anxious to get at that, because I as-
sumed that where they had to do milking the wages probably would
be higher than for ordinary farm labor.

My, BronsoN. I believe eo,

Senator McCumser. T do not know : but I recollect that it was my
antipathy to milking that drove me off the farm,

Mlt)n BroxsonN, The Vermont figure for the same time was %89 a
month. Some other classes-of labor, however, are higher priced than
the monthly labor. Where a man is given a house and vegetables and
things of that kind, his labor is figured up at $103 a month in Ver-
mont. He is the man that is there the year around—more de-
pendable,

Senator McCumser. And the city laborer that drives the milk
wagon gets about $185 n month?

Mpr. Brozsox. Yes: between that and $200,

Senator NuaeNT. What rates of duty would you suggest ns bein
sufficient to protect the Ameriean producer on milk, butter. anc
cheese !

Mr. BronsoN. Our association has not taken a definite stand as to
what the rates should be, for the reason that we are having an annual
meeting next month, and we prefer to put it up to a conference of all

kzrou(i)s rather than have an executive committee determine the price.
Ve do not wish to make a statement, except that we think it ought
to be based on relative cost in competing areas.

Senator La FoLLerre. And your relative cost on butter, for in-
stance, as between Massachusetts and Canada is how much per
pound ?

Mr. BronsoN. Eleven cents.

Senator La Forrerre. And on milk, how much per quart—putting
it in quarts instead of pounds?

Mr. BronsoN. About a cent a quart.

Senator Nueent. Well, if you gentlemen who are interested in
these different businesses have no very definite idea with respect to
the rates which should be imposed, don’t you think it would be
rather difficult for this committee to arrive at such rates?

Mr. Bronson. This matter came up overnight, and the manager of
the orgamization did not care to make any definite statement as to
what he believed was right. I think probably some of the other wit-
nesses will give you some information on that point.
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Senator I.a ForLerre, Have you the figures there, or did you give
them, of the other sources of butter supply, of other countries that
are exporting butter to this country ¢

Mr. BronsoN. Noj I just gave you the Canadian figures. .

Senator La Forrerre. Have you the others?

, Mr. Bronson. I have not. I think probably some of the witnesses
\ave,

I have a few telegrams here from some of the organizations—the
State grange, the Farm Bureau Federation, and other organizations
of a similar nature—supporting the position that this organization
has taken.

(The telegrams referred to are here printed in full, as follows:)

Meripen, N. H., January 9, 1921,
RICHARD PATTEE,
51 Cornhill, Boston, Mass,
Quote me in favor of adequi.te protective tariff, especlally dairy products.

. A, ROGERS.
Master State Grange, New Hampshire,

_ Contoocoox, N. H,, January 8, 1921.
RICHARD PATTRE !
51 Cornhill, Boston, Mass.

New Hampshire farm bureau federation unable to send man to Washington,
Executive committee approve your action and favor emergency tariff to safe-
guard dairy intevests,

G. M, Purnam,
Prestdent.,

ProvivEncs, R, L, January 8, 1921,
RICHARD PATTEE:
We urgently favor adequate protective tariff,
Joun J, DUNN,
Seoretary of Agriculture, Rhode Island.

D

WonrcesTrr, MASS, January S, 1921,
RicHARD PATTEE,
a1 Cornhill, Boston, Mass.:
We favor turllt on datry products and uet olis,  Can not attend hearing.

180, S, E, Sronry.
Woreester County Farm Burean.

AvGausta. My, Januwary 8, 1921,
R, PaTree,
g1 Cornltill, Boston, Muass,?
Protective tarift for duiry products impoerative. Prices below cost of pro-
duetion, eausing reduction of dalry herds,
wne, Chief of Division of Markots,

ma——

Avauvsra, Me, January 8, 1921,
RictArp PATTEE,
51 Cornhitll, Boston, Mass.: .
A protective tarift equal to difference tn cost of production ubsolutely essen-
tial to save the dairy herds of Maine,
H, M. TUCKER,
Chief Diviston of Animal Industry.

30422--21~-—-1¢
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If you are golng to send a strong mun to represent your ussocintion, the
Yermont Dateynan's Axsocintion s wiiling to hack him up in the ecnuse.

8. L. Haunts, President,

warerrn—

You ure suthorized to quote me In favor of tariff, Do you want me to wire

and committee members?
E. B, CornNwaLL, Middlehury,
President Vermont Farm Burecau Federation.,

Mr. Fareern, T believe the next speaker on the list is Mr, O. M,
Camburn. . ) .

Senator McCumnir. The committee will be very glad to hear from
Mr. Camburn,

STATEMENT OF MR. 0. M. CAMBURN, REPRESENTING STATE
lAIi%ISOULTmL DEPARTMENT OF MASSACHUSETTS, BOSTON,

Mr. Camsurn, Mr. Chairman, in the past Massachusetts has en-
deavored to produce enough milk for the Boston market. That was
some time ago, to be sure. As time has gone on Massachusetts pro-
ducers have felt competition from men to the north of them; and that
process of the milk wave. so called, has continued northward, until
a time arrived when Massachusetts was producing for the Boston
market somewhere in the neighborhood of 7 per cent of the milk
used on the Boston market. The tendency seems to have been for
cheese territory to become creamery territory, for creamery territor,
to be shipping cream, the cream territory then becoming milk terri-
tory. That continued until we began to sce, as has been pointed out,
the tendency for cream to come in from Canada. Ts there not there
a possibility of the cream territory tending to become milk-shipping
territory, that being a hardship on Massachusetts producers, as well
as on New England producers? And might not consideration be’
given to something along the line of butter fat in milk and cream
as well as for manufactured products? I realize that there are other
men whom you wish to hear. so T shall not take any more of vour
time,

Senator McLeax. You say that only 7 per cent of the milk con-
sumed in Boston is produced in Massachusetts?

Mr. CaMpBUkN. Yes, sir.

Senator McLeax. Where does the other 93 per cent come from?

My, Camsurn, It would run approximately 22 per cent -from
Maine, 14 from New Hampshire. 55 per cent from Vermont, 7 per
cent from Massachusetts——

Senator McLean. What does Massachusetts do with her milk?

Mr. Caypurn. Well, Massachusetts dairy cows, you know, have
declined, Starting in 1860 with 145,000 cows, their cow population
so-called, wavered up and down, with a cow population in 1890 of
about 200,000. Since then it lins declined until last year, 1919, is
was about 148.000. That has come back a little bit in 1920,

Senator McLEean. Have you the changes in transportation costs?

Mr. CaympurN. Yes. And the other men, with cheaper labor and
without the competition of industry near-by, have more reasonably
priced pasture land. It is also a matter, possibly, of better pastures,
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They are producing milk and sending it in at a time when the price
of milk looks more inviting than the price of butter. The coopera-
tive creameries do consider the milk market as a market when the

rice of butter is not sufficiently inviting to put their product into

utter. For instance, almost a carload of milk went from Provi-
dence, R, 1., across to New Bedford. That came from a creamery
which presumably, at least in the past, had been making butter. If
the price of butter were inviting enough they would continue to
make butter.

Senator La Forrerre. What breed of cows do the Massachusetts
farmers have on their dairy farms? The same as in Vermont?

Mr. CaxsurN, Why, yes, There might be a larger percentage of
Jersey and Guernsey cattle to the north of us. Many men consider
that that might be true. I would not say positively that it was, but
some men look at it from that standpoint.

Senator McCumper. The committee is very much obliged to you,
My, Camburn.

Mr, Farrerr, May I answer Senator La Follette’s question as to
importation? The importations of butter for the 11 months closing
in November were 33440992 pounds an increase of 24,359,189
pounds, or 268 per cent.

Senator La Forrerre, In what year?

Mr. Farrern, This butter comes principally from Denmark, a
%ittlf from Holland, some from Canada, Avgentina, and New Zea-
and.

Senator La Foruerre, That is an incrense over what year?

Mr. Farrerr. During 1919, and that is what is raising havoe with
the milk producers, because the great bulk of this price paid to the
producer 1s based upon either milk or cheese.

Senator La Forrerre. Have you, Mr. Farrell, the comparative
figures of production costs in Denmark and in this country?

Mr, Farrenr. We do not have them here; we have at home on the
files n cost that has been running, in butter fat. from 9 to 14 cents a
pound. depending on the seasons, the kind of food handled, and the
prices.

Senator NvernT, How much duty do you ask on cheese?

Mr. FarerLrn, We are going to have a cheese man here—a Member
of the House. 'There is 20 per cent ad valorem on that now.

Senator Nueent. Is that sufficient, in your judgment. to protect
the cheese manufacturer?

Mr. Farrerv, I think it is more than the butter people are getting
at the present time; it is a greater protection, 4

Senator Nuvernr. Have you any particular knowledge of the
probable influence of that on the cheese manufacturer, so far as a
protective tariff is concerned ?

Mr. Farrern, The importation in 1920 was 14,218,601 pounds.
That is an increase of 4.364.000 pounds over last year. Now, the
point there. Senator, is this: There is no part of the industry that
will come back as quickly as the dairy industry, and those people
over there are broke. Consequently they are going to come back with
dairy products, and they are going to try to get a foothold here when
our prices are good, because they will produce cheaper than we can,

- Senator NueenT. I understand that; I am only interested in ascer-
tnining your views with respect to the rate of duty that should be
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imposed which would be sufficient to protect the people engaged in
these different business enterprises, ’

Mr, Farrerr. I should say on cheese, 20 per cent ad valorem, the
way it is in the present schedule in this emergency measure. How-
ever,l Congressman Snell is supposed to handle that for the cheese
people.

e next witness is Hon. J. M. Hackney, ex-Senator, and vice
Q:es]i)del}t of the Holstein-Friesian Cattle Association of America, of
St Paul.

STATEMENT OF HON. J. M. HACKNEY, ST. PAUL, MINN, VICE
PRESIDENT HOLSTEIN-FRIESIAN ASSOCIATION OF AMERICA.

Mr. HaokNey, Mr. Chairman and gentlemen of the committee, as
vice president of this national association, I have been sent here to
speak to you for a few moments on this question. I represent a mem-
bership of 25,000 dairymen located in every State of the Union. I
come from l\finnesotu, the greatest butter-producing State—not the
ﬁyeatest dairy State, because Senator La Follette’s State leads in all

inds of dairy products and we come next in Minnesota. We hope
we will beat him in a short time, but we have not yet.

I wish to speak to-day especially with reference to the dairy cow;
I am here for that purpose. The Holstein-Friesian Asgsociation of
America is the largest breeding organization in the world. We spent
last year $125,000 1n an extension list ; we are trying to get the Ameri-
can farmer to see that he can do with one cow what heretofore he has
been trying to do with five or ten.

On my farm at St. Paul I have raised wheat and I have raised
dairy cows, so I have been able to prove it. I have raised other kinds
of crops that farmers raise and have had the actual experience, and
I know what the dairy cow means, These men back of me would not
be here to-day talking about cheese and butter if it were not for us
fellows that have a few cows somewhere out West or in some other
parts of ¢che country.

1 have on my farm 30 cows that have produced for three years an
average of over $1,000 per cow per vear for their milk, to say nothing
of the calf, whatever that is worth. Pure-bred cattle are worth a
good deal, depending upon the market.

In Minnesota, and in every State in this Union—I presume every
State would show about the same average, but I have statistics here
from our agricultural department in Minnesota to show that the
average cow, of which we have 2,000,000 in Minnesota, including
serub cows and everything else—we are only started in this pure-brec
business; only about 5 per cent of our cattle are pure bred: only
about 2 per cent of the dairy cattle in America are pure bred—the
average cow in Minnesota produces about 150 pounds of hutter in a
year and about 4,000 pounds of milk.

What I propose to show you gentlemen in the few words T want
to present here is that so far as the present situation is concerned
the man who is engaged in dairving, wherever he may be in the
United States, is carrving on his dairy at a loss. That may sound
strange. but Senator McCumber knows that the average wheat farmer
in the Northwest has been carrving on his farm at a loss, They may
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make it up in other ways. I know u man in St. Paul that has a
building that brings him a certain income, but it does not pay him
anything on his investmeént; it simply gives him some money from
month to month that does not pay msurance and taxes and upkeep,
but simply gives him something to get along with while he is working
at something else. It is the same wa‘}‘r with the dairymen.

There are not many dairymen making a profit, and that is why I
am sent down here to say to you that we believe that if you are gomng’
to consider a protective tarff on farm products there is no reason
under the sun why we should not be included. Dairy products in
this country amount to something——over three billions of dollars a
vear. That is more than twice what our wheat crop amounts to.

As I said a moment ago, I figure that our dairy cows in Minnesota
will give an average of 150 pounds of butter a year. If we can in-
crease that 1 pound on the average, at the price of butter at this time,
it would mean $600.000 in the pockets of the farmers of Minnesota.
If we can increase the average production of the cows of Minnesota
10 pounds, it would make $600,000. If we could increase their pro-
duction 100 pounds, it would mean $6,000,000 in the pockets of the
farmers of Minnesota, and then the avern]ge cow wonld only be giving
250 pounds of butter a year, as compared with many cows in Minne-
sota and other parts of the country that are giving from 600 to 1,000
pounds of butter in a year.

Senator La Fovrerre, May T ask what your herd produces in
pounds? You have stated it in dollars per cow. Just take that herd
of 30 that you spoke of.

Mr. Hackxey. I just picked out 30 of my best cows. T have more
than that; I have about 150 animals in all on my farm, but these 30

roduced an average of 33,000 pounds of milk a year. That must
se compared with 4,000 for the average cow in the United States,
There are 8 pounds to the gallon. and that makes 3.000 gallons of
milk in a year. ‘

So. the point I want to make is that this great Holstein-Friesian
Association and this American Jersey Cattle Club and the Guernsey
fellows and the Ayrshire fcllows, the four leading dairy breeds, are
opening the way to get the American farmer to realize that the pure-
bred cow is an economic factor in his prosperity as the means of
putting him on his feet and keeping him on his feet. You go through
. the Northwest to-day. Senator McCumber knows—youn do not know
so much about it unless you have traveled in North Dakota, Senator
J.a_Follette,

Senator La Forrerre. I have, some.

Mr, Hackney., But when you see what the black rust has done
for the farmers of the Northwest and when you stop to realize what
the dairy cow means in so many ways to the prosperity of the farm-
ers of this country—take the State of New York. Look at what the
dairy cow has done for the depleted farms of the East. We are fear-
ful of that in the Western and Central States and are preparing
for the future. We are trying to get the dairy cow where 10 cows
will do as much as 20 are doing now.

Senator McLran. How much would a New England farmer have
to pay for one of your 30 cows?

Mr. Hackney, Fortunately. the New England farmers, a good
many of them, have as good cows as we have out there, Wherever
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vou find herds of pure-bred cattle there you will find them on a par
with mine. My Holstein-Friesian cattle are no exception.
Senator McLean., Of course, those cows are worth money.
and a great many farmers have not the capital to invest in them
" immediately, and it takes a good deal of time to develop a herd.
Mr. HacknNey. It is a long process; it takes some money to buy
a pure-bred animal—not a great deal. But we are gradually get-
" ting to do that. We are doing it in this way. by getting them at
first to use pure-bred sires, and then they take the offspring.

Let me cite you to an illustration of the Iowa agricultural depart-
ment. They took a pure-bred sire and bred him to scrub cows. The
daughters of that sire doubled the production. Then they bred that
sire to the daughters of another pure-bred sire and trebled the pro-
duction of milk and butter. That shows just what that means.

Now, what we are afraid of out West in connection with this slump
that has come in al] kinds of farm production is this: The time has
come out there, as many of you know, when it is hard for the farmer
who is simply a grain farmer to get money to run his business,
and there are many of them going broke. I met a banker friend
on the street in St, Paul the other day, and he told me of Jackson
County, Minn., where 200 grain farmers in one year’s time have
given up and are going into other lines of business.

What our association is trying to do is to stimulate some kind of
industry that will hold the boys and &irls on the farm and keep them
there. There was a time, as the Senator remarked a little while
ago, when they were glad to get off the farm to get rid of milking
cows.’ That time, by reason of necessity and our conditions, is gra--
ually reversing itself, and there are many young rmen and young
women now thinking of leaving the cities and going back on the
farm. And they will be more likely to do it with the pure-bred
animal than they will with the scrub cows. because this business of
farming is operating along more scientific lines.

Now, the banker of the Northwest to-day is beginning to encourage
the pure-bred dairy cow; and the same thing is true in other parts
of the country, for I have traveled around a little. He is also en-
couraging them in the pure-bred beef and the hogs and the horses and
the sheep, but especially the dairy cow. I know bankers in my State
who will pick out a farmer who has a good barn and who is a reason-
ably intelligent fellow, and say to him, “If you will start a good
herd of cows, and milk your cows so that you will get monthly milk
checks, I will lend you the money to carry on your business.” But
th?l are not doing anything in the case of the grain fellows.

A man comes in in the spring and says, “I want so much money
to raise my wheat crop.” They do not know whether he is going to
get that money in the fall or not, and the banks are afraid of him.

But the dairy business is commanding the confidence of the banker,
and it is beginning to be a factor; it is run upon more intelligent lines
than it ever was before, and I ‘can not say to you gentlemen to-day
that there is anything T know of that will increase the interest in
farming like the dairy cow. Hogs won’t do it. Pure-bred horses
won’t do it. Beef cattle come nearer to it. But there is nothing that
is such an economic factor in our agricultural life, which ig the prin-
cipal and basic industry of this country, like the American dairy
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cow, whether she is a Jersey or a Holstein or an Ayrshire or a
Guernse% . . -
Now, I want to say that I do not claim to know anything about
this tariff business. We used to have a man out in our country by the
name of McCleary. He was down here in Congress for a while, and
when any of us wanted to know what to do about the tariff we sent
for McCleary. We don’t know anything about it out there, but
what we want to do is to lay this Fropositxon before you men in the
Senate. It may be that the state of mind of the American farmer to-
day as to what a protective tariff will do for him may be wrong; there
may be such relations between this country and our allies who fought
through this war with us that you may not find it feasible or prac-
ticable to put up a barrier at this time; I don’t know. But I am
down here to say that if any protective tariff bill goes through there
is no reason on earth why this industry that we represent should not
have a protective tariff.

I thank you. L. )
Mr. Fargern. The next on the list is Mr. J. D. Nichols, represent-
ing the Ohio Dairy Products Association and Milk Producers’ Asso-

ciation.

STATEMENT OF MR. J. 5. NICHOLS, REPRESENTING OHIO DAIRY
PRODUCE ASSOCIATION AND MILK PRODUCERS' ASSOCIATION,
CLEVELAND, OHIO.

Mr, Nicuors, Mr, Chairman and gentlemen of the committee, it is
not necessary for me to take your time. The gentleman preceding
me has covered the ground thoroughly. Mr, Munn, in his talk to you
on the necessity, as he sees it, of placing a higher tariff on the oils
coming into this country that go to make substitutes for butter, meets
my views exactly. ) . o

The milk producers-of Ohio, and I believe 'ne milk producers of
the United States, are not anxious to place a tariff so high upon but-
ter as will make it prohibitive to import it into this country. They
realize the high cost of living, and they realize the struggle that the
vity consumers have to secure the necessities of life, but the dairy
farmers of Ohio do feel that it is unfair to allow to be shipped into
this country oils to be manufactured into substitutes for butter,
which, if you please, have but little if any food value and which are
camouflaged by extensive advertising, as Mr. Munn told you, until
the consuming public do buy them, thereby defrauding the consum-
ing public and also defeating our purpose in making the market for
the diary farmer what it should be, '

Mr. Bronson, from the New England States, told you that the but-
ter-fat price regulated the price of milk in the New England States.
Gentlemen, that is true all over the United States. The butter-fat
content of milk regulates its value. It really is its value.

Our friend from Minnesota told you about his cows giving that
enormous amount of milk. He and Mr. Munn might have a little
argument about the cost of their butter fats in the milk from their
black and white ¥ets of our friend from Minnesota as compared to
the yellow pets of Mr. Munn; but in either case, whether it is Hol-
steins, or Guernseys, or Jerseys, or Ayrshires, the butter-fat content
of ths milk regulates the price.
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I occupy a peculiar position, representing the dairy farmers of
Ohio and also the allied dairy industries of Ohio. I am fearful that
unless something is done the first thing you know the Standard Oil
Co. will be making ice cream without a damn bit of butter fat in it.
Now, that can be done. I know there are samples of ice cream made
from imported vegetable oils. It tastes good and it looks good,
and they can even make it smell pretty good if they renovate their
oil enough, but there is nothing to do. It is an imposition upon the
(éonsuming public and upon the dairy farmers of Ohio and the United

tates.

Senator McLeaN. I think the gentleman who represented the pro-
ducers of the coconut oil said that the food qualities of the coconut
oil were superior to those of the butter. It seems to me he said that.

Mr. Nicuors. You can not grow a baby, you can not grow any
animal, on coconut oil, not even a rabbit. 1 am not the authority for
that. A few days ago I took a car to ride down town, and there was
a fellow sitting beside me who told me a story. He said a fellow had
been reading Dr. McCallum’s articles about the necessity of butter
fat for growing children, and to satisfy himself whether it was right
or wrong he prepared a box with a partition between the two sides,
and got two rats from the same litter and put them in there on oppo-
site sides of the box. _One of those rats he fed on oleomargarine and
the other on butter. In six months’ time the one that was fed on but-
ter was a fat, slick and beautiful rat, while the other was thin.
scrawny, and scurvy. Then he dropped a cat in the box and the cat
ate the fat rat but would not touch the lean one. %So,” he said, ¢ if
you want to live, eat oleomargarine.” [Laughter.] That is about
the only argument for it, gentlemen. , '

Senator McLean. You know, of course, that one of the principal
arguments advanced by the handlers of the substitutes is that they
provide a cheaper product for people who can not afford the high-
priced butter, and which, nevertheless, has the same degree of nutri-
tion. You know that?

Mr. Nicuors. I know that is their claim; yes, sir; but can they
substantiate it?

Senator McLEeaN. I do not know, and that is why I asked you the
question. Tt seems to me that is important, because if it does sup-
ply a needed article of food and can be bought for much less, then
the argument is that it should not be shut out.

Mr. Nicuors. I think that, éwerhaps, as a spread or as a salve, if
you please, to make your bread slip down it might do, but so far as
your gettm§ any food value out of it, it is not there.

Senator McLEeaN. Does it operate about the same as tallow? I
remember that Dr. Lane, a former Senator from Oregon, gave the
Senate some analyses of oleomargine produced from tallow, and I
think he satisfied 2 good many of the Senators that the tallow was
not digestible; that it operated as a sort of lubricant and the food
slipped down, but it did not dissolve or digest.

r. N1icnoLs. There is food value to that oil.

Senator McLean. Can you say, do you know of your own knowl-

edﬁ. that these vegetable oils are no better than tallows?
r. Nicnors. I would not think they were as good.

As I said before, gentlemen, I do not feel that the dairy farmers,

of Ohio especially, and I think throughout the United States, are so
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miich interested in a prohibitive tariff on butter, regardless of the
fact that there were 33,000,000 pounds of butter imported into this
country during the first 11 months of last year-~that did not injure
the American dairyman so much as the manufacturer of oleomar-
garine and different kinds of nut butter.

Senator McCuMsrer. But it added just that much to the supply?

My, NicHous. Yes, sir.

S%nator McCunMBeR. It necessarily affected the market to that ex-
tent

Mr. Nicuors. Yes, sir,

Senator McCumeer, Who is your next witness, Mr, Farrell ¢

Mr. Farren, Senator La Follette asked some questions in regard
to that food value, Will you permit us to recall Mr. Munn for just
a moment so that he may give the committee that information?

Senator L.a FoLLerTe. Yes; recall him.

FURTHER STATEMENT OF MR. M. D. MUNN, PRESIDENT NATIONAL
DAIRY COUNCIL, CHICAGO, ILL.

. Mr. Mu~w. T just want to state this: The leading dairy scientists
in this country have been working for five or six years to determine .
the food value of these oil products and margarine products as com-
pared with milk and its products, and it has been demonstrated to
an axiomatic certainty that no form of animal life can be developed
or sustained where it is given only the fat, or the so-called fat, con-
tained in these oils. Coconut oil, ]]Jeanut oil, soya-bean oil all pro-
duce heat in the body, angl that is all. They do not supply any of the
material necessary for cell building, which is growth, or cell repair,
which is the restoration of mental or physical exhaustion. There is
absolutely no food value in peanut oil, soya-bean oil, or coconut oil,
but it has a large amount of energy or heat-producing power. It
has no more food value than wagon grease. That is demonstrated
by investigations which are accepted by all dietary scientists and
p gsicians in this country, I believe.

Senator Siammons. What would you say about cottonseed oil? Is
that any different?

Mr. Mu~~., It is in somewhat the same class; it has not got the
food value in it. Tt is a better oil than these other vegetable oils, but
it has not got the food value of butter fat of milk. There is no sub-
stitute for the butter fat of milk in growth-promoting power or cell
building or cell-restoring power, absolutely. I shall be very glad to
leave with the committee copies of our lending authority on that, Dr.
McCallum, over at Johns Hopkins University, who has demonstrated
this fact through experiments with animals and with children. And
I think this fact is accepted everywhere, notwithstanding the camou-
flaged statements of the men who are engaged in the manufacture of
these so-called substitutes.

You will notice you do not see anybody who dares advertise any
of these products other than under the guise of butter or condensed
milk. A vast amount of this material is used for a so-called substi-
tute for condensed milk, by removing the butter fat and putting co-
conut oil in its place. But they always advertise these substitutes and
speak of them as butter or condensed milk.
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Take this widely advertised material, Nucoz. That is a product
made of coconut oil which is always advertised as a pure table butter.
I noticed a sign in Ohio as T came through this time, on which I saw
this big announcement : “ Nucoa, a pure table butter.” On one side
was the picture of a girl with a churn, and it said underneath it, “I
am churning, sir, she said.” There was not a spot on it where it said
it was not milk or butter fat, except in small letters away down in
one corner, where it said, ¢ This product is made from pure milk and
the fat of coconut,” conveying the idea all the time that it was a but-
ter. They can not hope to induce the public to eat it except as they
camouflage it under t]l:e guise of butter. Why? If it had the food
value they would say so, and not put it out as butter. It has not got
it; it has been demonstrated beyond question that that is a fact.

Senator La Forrerre. Mr. Munn, will file with the committee, to
be added to your testimony here, the authorities on diet that you
speak of that made this investigation?

Mr. MuxN., Most gladly.

Senator McCuMBER. So far as you know, Mr. Munn, in the law
of creation you have not found any instance in which the Lord Al-
mighty has created animals that gave cottonseed o1l for milk, and

- soon?

Mr. Mun~. I have not heard of them yet. I imagine that these
people would be glad to find such an animal if they could.

. e’liill{t?or McCuoMmaer. They all give butter fat, however, in all kinds
of mi

Mr. Munn. Yes, sir. Milk is nature’s first and most necessary
food. We all know that.

Senator Simarons. What was in my mind a little while ago was
this: If those coconut and soya-bean oils are excluded from the
market, would not a larger percentage of cottonseed oil be used for
th(ifur ose of taking the place of butter?

r. MunN. I do not think so, for the reason that there is such a
demand for cottonseed oil for other purposes. There are many other
avenues through which that is now used and disposed of.

Senator SrymMoNs. Yes; but they take the oil out of it before it is
guital}l?(r for those other uses? It is the by-product you are talk-
ing o

r. MunN, Take the cottonseed oil itself, which is a product of
cotton seed, and it has many uses, and they have never tried to use
it in these substitutes. I do not know why, but it is coconut oil
and peanut oil and soya-bean oil that they resort to. Why it is I
do not know.

Senator Stmmons. Cottonseed oil is used more generally as a lard
substitute, is it not?

Mr. Munn. Yes, sir. In connection with that I could not help
noticing the statement that we are exporting to-day one-half of our
lard. Of course, the place of that is taken by the substitute. The
thought instantly occurred to me, Why, we are exporting our good
product and foisting on the people the consumption of an inferior
product. That is what has taken place.

Senator Srmmons. The cottonseed oil does not really come in com-
petition with your butter, then?

Mr. Mux~y As compared with the peanut oil and coconut oil,
no. It does slightly, but it does not affect us very much.
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Senator Simmoxns. 1 was under the impression that it was used
rather extensively for the manufacture of oleomargarine,

Mr. Mux~y., It is used somewhat in the fat oleos, but it is used
much more in lard and soap and other manufactured products. The
real competition comes from peanut and coconut oils. Soya-hean
oil is not used so muci:

Senator McCumser. Thank yon very much for the information,
Mr. Munn.

Mr. Farrerrn, Mr. Chairman, the next witness is Mr. Walter
Fitch, representing the New York Mercantile Exchange,

STATEMENT OF MR. WALTER FITCH, OF FITCH, CORNELL & CO.,
gﬁg{ggg CITY, REPRESENTING NEW YORK MERCANTILE

Mr. Fircn, Mr, Chairman and gentlemen of the committee, T rep-
resent the New York Mercantile Exchange, an organization of 416
members who. just previous to this meeting of the committee, passed
certain resolutions, which I want to read to you, and which put in
specific form the feeling these distributors have regarding the tarift
bill. The resolutions are as follows:

Now, these resolutions were adopted hy the butter committee of the
mercantile exchange and passed upon by the entire membership.
The butter committee went into this matter exhaustively, and, consid-
ering the matter of protection from all standpoints, it came to the
conclusion that a protective turiff of 6 cents per pound should be the
minimum. There were v.irions opinions as to the fact that at the
present price of butter the emergency tariff bill should provide a duty
of from 7} to 10 cents. After considering all the matters at stake,
it was the consensus of opinion, and so adopted, that we ask for a
duty of 6 cents per pound.

In order to bring the matter clearly before the committee in a fow
words, I would like to read concerning the receipts in the New York
market. This does not include the receipts of the country. but
simply the butter coming into the New York market, both domestic
and export:

New York recelpts of domestie butter, which included several thousand pack-
ages of Canadian reported In our daily recolpes— :

The reason those were not separated was because they came over
the same general lines of transportation, over the New York Central
or the Vermont Central or some of those other railroads, and they
were all compiled together as one total receipt [reading]—-
were 2,262,428 packages, which, in round figures, amounts to aboit 130,000,000
pounds of butrer. This is 782,888 packages less than the previous year and
the smallest arrival since 1910.  Part of this loss was due to the long perlod
of labor disturbance which serfously interfered with the movement of stock to
the seabourd and partly to the fuet that the foreign goods fill so large a place
in our market and there was less Inducement to bring goods in from the West,

Now, I will say for the information of the committee that the ordi-
nary course of the butter market from the time of large production,
which is in June and July, is upward, up to the time og the minimum
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production, which is about November and December. In the year
1919 the price rose from 33 cents a pound in July—these are average
prices for the month—to 72.48 in the month of December, 1919.

In the New York market alone in the year 1920 there were im-
ported 28,000,000 pounds of foreign butter, with the result that the
price, instead of advancing from July up until the end of the year,
declined from 55.44 to 84.75. Taking the same months as previously
quoted, the decline was from 56.67 to 54.75.

Now, if the producers of butter in this country are to continue in
business they must be protected. The menace of this foreign butter
~ coming over every month is getting to be a serious matter to the pro-

ducers, On January 7. just this month, there was started from
Copenhagen one ship which will bring in the largest cargo of Danish
butter ever imported into the United States, approximately 20,000
casks, or over 2,200,000 pounds. On the arrival of that butter we
have every reason to believe that the [)rice of domestic butter will
decline. A single instanze of that kind would not be alarming, but
every week or 10 days another ship comes over, and while, perhaps,
the ships from other ports may not carry as great a quantity as the
direct ship from Copenhagen, nevertheless they add very largely to
the supply of butter now being held in the country and now being -
produced. Ordinarily the farmers would receive perhaps 20 to 25
ver cent higher prices for their winter butter than for their summer

utter, but this year it has been tending in the opposite direction, and
every indication points to a still further decline in price unless the
farmers have the protection that they require.

So;mtm' Simmons. When did that decline you speak of begin. this
vear?

My, Firen. The decline began in August. The market advanced
in September and October up to 63 cents, and then when the heavy
importations of Danish butter arrived there was a drop of about
9 cents a pound.

Senator Simyoxns. What I have in mind is this: Starting at the
begi:;ning of the vear 1920, what has been the decline up to this
time

Mr. Frrcxi. The highest market in 1920 was in April. when the
average price for the month was 71.85 cents, and the average price
for December wus 54.75, n decline of about 17 cents. Up until about
April there was but very little Danish butter received.

Senator Simyoxs. Do vou regard that decline as very much out of
the general level of decline in prices of products in this country ?

« Mr. Frrcn, I do indeed; yes, sir.

Senator Simyoxns, Is that as much as the decline in wheat and
in corn and in cotton and tobacco and all the staple products of
agriculture in this same period? :

Mr. Frrem, All these staples arve governed by the law of supply
and demand. Had it not _been_ for this importation of 33,000,000
})ounds of butter into the United States, the price of butter would
have advanced materially on account of the very short production in
this country.

Senator Stmmons, What I can not understand is why the price of
butter should be advancing while the price of everything else has
been going down, unless we are producing here less than a normal

supply.
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Mr. I'iren, That is it exactly. T stated that at the beginning.
With total receipts of butter in the New York market for the year
1920 amounting to 62,200,000 packages, they were 762,000 packages
short of a year ago.

Senator SiiyoNs. You are producing, then, very much less than
the American denand calls for. Is that true?

Mr. Frreu. Not necessarily.

Senator Srmmons, If you are producing as much as the domestic
requirements, then I can see no reason why butter should not decline
just in the same proportion as other things decline. If you are
producing less than the domestic requirements, unless there 1s some-
thing coming from abroad, I can see how you can hold up your price
above the level at which other producers are able to hold their price.

Mr. Frrcu. The foreign butter has had a tendency to hold the
price of butter down on account of the smaller production during
this season, but as things become more nearly normal the production
of domestic butter under normal conditions would increase.

Senator McCumner. If the importation were normal, on account
of there being less butter in the fall of the year the price ought to
go up in the fall?

Mr. Frrcu. It does every year. .

Senator McCumeEer. But this year it has not gone up?

Mr. Fircu. This year it has gone down.
hSenator Simmons. I think that is probably true of nearly every-
thing.

S(gmtor McCuomper. Yes; but everything is not governed entirely
by that. For instance, when the wheat farmer raises his crop the

rice does not begin to fall because there is a less number of bushels
in the fall of the year. But with respect to eggs and butter, the hens
lay less and the cows produce less milk, and the tendency should
be for the price to increase. . '

Senator Srarmons. T will concede that in certain seasons of the year
certain things should sell at a little higher price than at other times,
but if the general level of prices obtaining throughout the country is
declining the price of butter ought to come down, too.
q Senéntor McCumner. Take eggs, for instance. kggs have not come

own
. Mr. Fircn. Eggs have steadily gone up from 50 cents a dozen until
they sold at practically a dollar a dozen, and there were no impor-
tations.

Senator McCumaer, But if there had been enormous importations
of eggs, as there has been of butter, they would have gone down.

Senator Simons. Does this Danish importation continue during
the whole year, or only during the winter season?

Mr. Frron. The Danish importation in large quantities started
about April; the great bulk of importation probably has come since
the 1st of §eptember. There were one or two large shipments in
July. But the farmer to-day is producing butter at a loss. Every-
Ehirﬁg that goes into the making of butter has been stored away at a

igh cost.

Senator Simmons. I thought that possibly the winter scarcity of
butter here invited the importation of Danish butter. As I under-
stand you, in the winter time you do not produce anywhere near as

-
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much butter as the domestic market requires, and I should think that
situation would naturally invite importation from abroad.

Mr. Firon. You understand, during the heavy producing season
a great deal of the butter is stored away to take care of the scarcity
in the winter, but notwithstanding that there is enouﬁh butter pro-
duced to keep the price on a level with the heavy producing period.
But now, on account of the tremendous difference in exchange, Den-
mark, Argentina, and New Zealand have been pouring butter into
this country in order to get money, and it does not make any differ-
ence—this 6 cents }])er pound will not be a prohibitive tariff by any
means. I do not believe that 10 cents a pounds would be a prohibitive
tariff unless the rate of exchange should suddenly change.

Senator Stmmons. How much butter did you say we exported ¢

Mr. Firca. We are not exporting any—none to speak of. There
may be a very small quantity shipped to Brazil or othet places in
South America, but it amounts to nothing.

I thank you, gentlemen.

Senator McCumBer. We are very much obliged to you, Mr. Fitch.

Mr. Farrerr, Mr. Chairman, Mr. Bronson has figures showing the
decline, if you wish to have them, that the Senator was asking for.
I mgan t:he figures referring to butter as compared with other farm
products.

Senator Smmmons. I think that would be valuable.

FURTHER STATEMENT OF MR. W. H. BRONSON, NEW ENGLAND
MILK PRODUCERS’ ASSOCIATION, BOSTON, MASS.

Mr. Bronson. We have some figures in which we have compared
the price in Boston with 1910 and 1914 taken as a base. Our quota-
tions for Boston are based on a combination of grains.

In December, 1920, the price of grain was 50 per cent above the
Yrewar average. Butter was 30 per cent above the prewar average.

n other words, the grain and the butter were pretty nearlg down
to the same figure; the decline in butter prices was within 10 points
of the decline 1 grain prices,

Cheese, by the same comparison, is 1.67 now, or 67 per cent above the
grewar average. Butter is 60 per cent above. Grain, as I stated, is

0 per cent above. '
hat will show, perhaps, the comparative decline in those three
products. .

Senator Nugent, Have you any figures with respect to uther agri-

cultural products, such as hLay?
hMr. Broxsox. ’No; T have not. We are only interested in these
things,

Sen;ttcr Simyoxs. Do you include in that comparison all kinds of
rain?

Mr, Broxsox. Included in this average are the usual grains that
are fed to dairy cows in New England—bran, cottonseed meal, gluten,
corn meal, and oats. Tt is a combination of grains.

Senator Stmyoxs, You say the decline in grain from the prewar
level is about the same as the decline in butter from the prewar level ?

Mr. Broxsox. Yes, siry as compared with the prewar level in both
cases,

-
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Senator SimmoNs, Now, do you attribute the decline in grain to
the importations of grain into this country?

Mr. Broxson. 1 have not thought that matter over, as to what that
might be caused by. 1 suppose it was the tremendous production.

Senator SimmoNs. Well, if you do not attribute it to the importa-
tions, why do you attribute the decline in butter to the importations?

Mr. BronsoN. I have not considered it from that standpoint.

Senator SimMmons. What I was trying to present to your mind was
whether you are not probably misled in attributing this decline in
your butter prices altogether, or chiefly, to importations of butter.

My, Bronsox. We have made some figures—for example, I have
worked out a coniparison of seasonal change in-butter prices. For
example, considering 100 per cent as the yearly average, June is,
roughly, 80 per cent, and December is 120 per cent.

Senator SimyoNs, Decline?

Mr. Bronsox, The seasonal change in prices of butter by months.
We consider the yearly ¢ verage as being 100 per cent. On that basis
the June price would be about 80 per cent and the December price
would be about 120. Now, we have had this decline in butter, as has
been brought out by the previous speakers, during a period when
normally the price, instead of declining, would advance, which is
a factor of considerable importance, it seems to me, in considering
these price changes.

Senator McCrMper. Suppose butter were selling in New York
for 65 cents a pound and there were brought in on a single ship
3,000,000 pounds of butter and butter immediately went down 9
cents a pound. Would you see any connection between that decline
and the importing of that 3,000,000 pounds?

Mr. Broxsox. 1 certainly think there would be a connection. 1
should think that if a tremendous amount of grain came into this
country from Canada you would see some connection between that
and the price of grain in Chicago.

Senator Srmmoxns. Do you think, with the immense production of
butter in this country. that the arrival of a single ship with 2.000.000
pounds of butter would produce a 9 per cent decline?

Mr. BroxsoN. T do not know enough about those figures to give
an opinion on that. T would rather let some one in the trade answer
that question.

Mr. Farrern. Perhaps T could answer the Senator’s question.
These figures I got from the produce exchange yesterday: In No-
vember, 1920, the price of butter on the New York market was 63.22;
in December it was 54.75. In the preceding vear, 1919, for the same
two months, when the importation was much lighter, the price was
71.15 for November and 72.58 for December. Now, it is true that
the importation alone does not make this difference, but that is the
way those two months compare.

Senator SimaoNs, You mean to say that the importation was a
factor? You do not mean to say it was responsible for the difference?

Mr, Farrrrr. It is the greatest factor in these quotations at this
season of the year. when prices should advance instead of decline.

Senator Srarmons. Yes; I agree with that, If the conditions in
December this gear were exactly the conditions in December last
year, that would be true, but I do not think they are the same with
reference to butter or anything else that is sold to the American
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ublic that I know of, unless it is in a combination and the prices are
eld up artificially. )

Mr. FarreLr. No; I think not this year, For an illustration, last
year cold-storage butter moved at the quotation prices. This year the
cold-storage butter is at present from 38 to 42 cents. Now, they can
not move this June manufacture of butter at a price that will net
them a profit. They are taking a loss. They are losing 15 cents a

ound on the cold-storage holding. But it would move at a higher
ovel of prices if the importations were shut out. ;

The cold-storage people who paid the farmers last year"55 to 60
cents a pound for milk fat for butter and put it in cold storage and
held it to be used in- the season of short production have lost, and it
will have an effect on the coming season. Next year if these men
lose 15 cents a pound on June and 3uly butter put away in the surplus
season, when we make about 75 per cent of our butter, they will not
be offering the farmers 55 cents for their milk fat; it will not be
safe with the influx from the foreign countries.

The next witness is a man from the New York market. who, I think,
will answer some of the Senator’s questions—Mr, C. P. Gearon.

STATEMENT OF MR. C. P. GEARON, REPRESENTING NEW YORK
MERCANTILE EXCHANGE, NEW YORK CITY.

Mr. Gearon. Mr. Chairman, as a dealer in butter and a receiver
and distributor and jobber of butter I think I see this question from
a little different angle than some of the gentlemen that have preceded
me, and I will try to give you my viewpoint of it.

We have imported large quantities of Danish butter profitably,
and I suppose that so long as there is a reasonable profit in it we
will continue to do so. Our business has been built, however, upon
the American industry. We receive most of our butter from Minne-
sota and Towa, but this year, on account of abnormal conditions in
exchani;e we found we could buy butter from Denmark cheaper than
we could buy it here, and so we imported this butter from Denmark,
as well as from Argentina and New Zealand, and, with the exception
of the Argentine butter, these foreign butters are meeting with the
apgroval of the consumer.

Now, there is an angle to this situation—when we look at it from
a purely selfish standpoint we might say. “ That is all right; we can
bring that butter in here at a low price, which will force the market
down and put us on a safer level of prices.” But I am trying to see
this thing from the standpoint of what is best for the dairy industry
of the United States, hecause I believe that it will be affected very
seriously, and the ultimate result will react upon those connected '
with the business, as well as the ]])ublic at large,

The question is whether we should have an emergency tariff on
butter. You might ask me what the tariff should be. I believe that
tariff should be whatever is necessary to place the foreign butter on
a parity with the American butter. At the present time I figure that
should be 6 cents per pound, or about that. The Danish butter is
offering now at 46 to 47 cents a pound c. i. f. New York: duty paid
it figures 493 cents. The Amertcan market on the same grade of
butter is 53} to 54 cents. : ,
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Now, if we had a ¢-cent duty at the present time. that wounld place
the foreign hutter on about the same level of prices as the American
butter, and I believe that at the present time with the 6-cent duty
the foreign butters wenld be imported, and the tendency of the market,
so far as that foreig.. utter comes in, would no doubt be downward,
but it would be on a fair basis to the American producer.

Looking forward to the effect which I think this importation of
foreign butter will have upon the industry, and the reasons for it,
I believe that the basic trouble is the fact that conditions ave abnor-
mal, the money situation is abnormal. If it were not for the fact
that the exchange is so much in favor of Denmark, for instance, we
would not get their butter. When conditions are normal, when they
have been nornial in the past, we do not receive this Danish butter.

Senator McCumner, A number of the members of the committee
are not acquainted with the matter of the exchange between the
United States dollar and the Danish money. Can you give us any
information on that? '

My, Gearox. Really, T can not say as to that. All T know is this,
that recently certain things have happened which makes me believe
that Denmark has a surplus of butter which normally would go to
Germany and to England and to the Scandanavian countries, for
which she now has no outlet there, and on account of the exchange
being in her favor'here she markets it here.

Senator McCumper. That is what 1 was trying to get at. What is
the diﬂ;erence in the exchange between Danish money and American
money? °

Mr. Gearon, I can best explain that by saying that they were
offering butter a few days ago at 630 kroner, per 100 kilos. Figured
on- the basis of the rate of exchange that ‘day, which I believe was
15.40, it figured out 47 cents in American dollars. Since that time
the exchange has advanced to 17.40, but still they offer this butter at
630 groner.

Now, I believe the reason why we are getting this foreign butter is
simply because their normal outlets are closed, and if we continue to
Iet it come in here—-—

Senator SimyoNs. We did not get it before the war?

Mr. Geanon. No, sir,

Senator Siymyoxns. We had some tariff for several years before the
war?

Mr. Gearox. There was 2} cents a pound duty.

Senator SimMoNs. Yes. And while that 2} cents a pound duty
wis operating we did not get this Danish butter before the war.

Mr. Gearoxn. Before the war we did not get it, and even during
the war, for the same reason, that their normal outlets were takin
it. Conditions now are abnormal, and it is creating an abnorma
condition here. It will probably cause a very bad break in prices
here and force our markets to & point where the dairy industry will
be discouraged, and then when we get the butter, a little later on,
these other countries that are shipping butter now will have found
their normal business again and their normal outlet, and in the mean-
time our own production will be curtailed, and, in my opinion, the
ultimate result will be to curtail production here and causing this
foreign butter to go through its normal outlets.

804222117
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Senator S1myoNs. Undoubtedly you gentlemen are making a much
stronger emergency case than can be made for a great many other
articles that arve in-this bill as it cnme from the House. Why didn’t
you get this in the bill over in the House?

Mr. Farrern, They would not let us.

Senator SimyoNs. Did you ask for it?

My, Fagrrerrn., Yes; we asked for it. We communicated with Mr.
Haugen. He said there was no hearing held on it. The bill was not
introduced until after the hearing and the consultations were over
and rules would not permit amending.

Senator SimMoNs. And you want it put in here?

Mr, Farrern., Yes; we would like to have it embodied in the bill
here, because we think it is necessary. ~

Senator Simyoxns, I agree with you that, if the bill should pass,
there is a great deal more reason why this item should be in it than
a gireat many of the ivems that are in 1t, in my judgment,

Mr. Gearon. My information is that if the duty is not incrensed,
the coming season we will have butter from New Zealand, Argentina,
Denmark, and Holland in such tremendous quantities that it will
flood our market here and create an abnormally low market and dis-
courage the production of butter and milk products to such an extent
as to react upon us later in the condition of the market.

1 thank you. gentlemen, ‘

Senator McCumger. Thank you, Mr. Gearon.

Mr, Farrern. Mr. Chairman, the next speaker is Prof. G. L.
McKay, formerly professor of animal husbandry at Ames, Iowa,
and now secretary of the American Association of (‘reamery Butter
Manufacturers. .

STATEMENT OF MR. G. L. McKAY, SECRETARY AMERICAN ASSO-
CIATION OF CREAMERY BUTTER MANUFACTIURERS, CHICAGO,
ILL.

Mr. McKay. Mr. Chairman and members of the committee, I am
pleased to- have this op]l)ortunity of talking to you for just a few
minutes. I realize the difficulty that you legislators have in trying
to legislate between the producer and the consumer. At the present
time there are 13 cars of New Zealand butter somewhere rolling
along the railroads across the continent from San Francisco to the
East. There are 8,000 boxes that have been landed in Vancouver
that will find their way into our markets. T presume, sooner or later.
As has been stated here to-day, there will soon arrive in New York a
ship containing 1,600,000 pounds of Danish butter. I have not any
records of what butter is coming in from Argentina, the Netherlands
or Canada. We can see that at the present time there is a flood of
buwt r coming into this country.

1 represent the American Association of Creamery Butter Manu-
facturers. Our work is largély that of aiding the producer, put-
ting out literature. We have a chemical and biological laboratory,
and we keep experts in the field. Consequently we are very much
interested in this question, and especially with reference to butter.
The members of our association make one-third of the creamery
butter that is produced in this country. They are scattered from
the Atlantic to the Pacific. At the last meeting of our executive
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committee they went on record as favoring the Payne-Aldrich tariff,
the former tariff, at 6 cents n pound, and 5 cents a gallon on cream
coming into this country.

Senator La Forrerre. What was the date of that meeting?

Mr. McKay, The 14th of last month. :

Senator La ForLerre. Was that for a permanent tariff or for this
emergency bill ¢

Mr. McKay. For this emergency bill or for a permanent tariff.

Semator S1mmoNs, Do you agree with the witness who preceded
you in his statement that in all probability these large importations
are the resuit of a failure of their normal markets on uccount of
the conditions in Furope?

Mr. McKay. Not altogether. T was in Europe in 1913, when our
present tariff came into effect. T was studying the cost of produc-
tion in dairving in general. At that time some man prominent in
the dairy business in Denmark, and somewhat in England, expressedd
surprise that we were throwing our market on agricultural products
practically open to the world.  Some of the leading Danish authori-
ties expressed to me the opinion that they hoped to be able to build
up a good market in this conntry under the present tariff regulations.
T want to correct one statement made by the last speaker. Prior
to the war, if I am correctly informed, a company in Naw York had
a contract for 300 casks of Danish butter weekly. That was before
there was any difference in the exchange. Our Pacific Coast States
at that time were flooded with butter from New Zealand or Aus-
tralia. which demoralized the markets there. So I believe that with-
out any difference in the exchange we would still have a lot of butter
coming into this country. '

-T have here a little clipping which was handed to me to-day. I
shall not attempt to read it, but the trend of it is this, that the presi-
dent of the Danish Cooperative Association—most of the creameries
there are cooperative creameries—states that they expect to build a
market in the United States for 500,000 pounds of butter weekly at
the present time.

The difference in wages will enable the Danes to produce more
cheuply than we can produce, and one of the largest farms in England
in 1913—I do not know what their wages are now, hut one of the
largest dairy farms there was paying from 16 to 18 shillings n week
to the men help. They were boarding themselves. They were fur-
nished with a cottage and a garden spot.

The first time I visited Denmark I saw the largest creamery in
Denmark, and the head buttermaker in that creamery was n lady.
She was getting $9 a- week. The girl helpers were getting $1.50 a
week, A person occupying a similar position in a creamery as large
as that in this country would get at least $3,000 a year. Farm help
and wages all along the line are so much cheaper that the tariff of
23 cents a Kound is not sufficient to protect our people.

Senator NuaenT. You are speaking of 1918%

Mr. MacKay. Of 19185 yes. I do not know what the wages are at
the present time, but judging from the number of people that are
reported in the press to be out of employment in that country, I think
that wages will have finally adjusted back to the normal conditions.

or thereabouts.
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Senator Siarmoxns, What is the difference, if you can tell us, in the
cost of maintaining a cow there and here?

Mr. MacKay. Do you mean in feeding the cows? :

Senator Simyons. Yes; the cost of maintaining a cow in that
countrﬁ
Mr, MacKay. The Danes have specialized in dairying; they keep
dairy cows. The averz}ge butter production in Denmark in 1913 per
cow was 220 pounds of butter fat. The average of the 40.000 cows
that were in their largest association was 285 pounds per cow. About
85 per cent of the butter production in this country is produced on
farms in the Central West by people who could not be classified as
dairymen in the true sense of the term. They raise the calf. and they
sell the cream to the creameries, and the result is that their production
is much less per cow. There is no question that the dairy cow will
produce much more economically—as the gentleman from Minnesota
stated here to-day about his 23,000 pounds of milk—than the other
kind of cows. But that is a problem that we are dealing with.

Senator Stmmons, That is not just what I had in mind. It is as to
the relative cost of maintaining a herd of milch cows there and main-
taining a herd of milch cows here.

Mr, McKay. Probably they could afford to buy our feed over there
and feed it to their cows and send the butter back here and still make
a profit. The difference would be in the labor. A great many of
our feeds are taken over there not only for the purpose of producing
food more cheaply but for keeping up the fertility of their soil. You
take most of the European countries. and the soil produces as abund-
antly now as it did 40 or 50 years ago. They have studied that a~ a
problem. Every country in the world at present that is at all adapted
to dairying keeps experts for promoting and encouraging dairying,
because it tends more to conservation than any other line of agricul-
tural production.

I want to speak just a little further on the development of the nut
margarine in this country. I have some figures on that. I do not
have the exact fizures with me, but I can give them to vou in mil-
lions of pounds. I got them from the secretary of the Nut Margarine
Association, .

In 1916 there were produced in this country 1,900.000 pounds: in
1917 there were produced twenty-one million and some odld hundred
thousand pounds; in 1918 there were produced eighty-eight million
and some odd hundred thousand pounds; and in 1919 there were
produced one hundred and forty-two million and some odd hundred
thousand pounds. The first six months of 1920 there were produced
105,000,000 pounds. .

Now, every pound of that takes the place of a pound of butter.
There is no question that that, together with the 1ml)m'tatwn. is one
of the things that is demoralizing our market at the present time.
It is the uncertainty of it. A gentleman from New York spoke
about the sudden drop in the month of August. During July we
had eight millions three hundred and some odd thousand pounds of
butter come into this country. It is not surprising, then, that we
should have a drop in August. It is the uncertainty of these things.
Nobody knows how much is coming into this country. i

There are a lot of people here that want to be heard on the subject
of condensed milk, so I will not take your time.
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Senator McCunmper. We are very much obliged to you.
Mr. Farrenn, Mr, Johnston, of New York, will represent the con-
densed milk people’s views,

STATEMENT OF MR. ALBERT T. JOHNSTON, OF THE BORDEN
0., NEW YORK, N. Y.

Mr. JounsroN. Mr., Chairman and gentlemen, we have not under-
taken, in view of our short time for preparation, to present a brief.
I will give you a few facts, however, in connection with condensed-
milk manufacture.

The industry uses about 3} to 4 per cent of the milk produced in the
United States. In many of the large dairy States we use a large
proportion. In the State of New York 17 per cent of the milk goes
into cans. Condensed milk was an American invention. It received
protection under the tariff from the time it was first started, back in
1850, until the passage of the Underwood tariff bill, when canned
milks were placed on the free list.

In 1920 there were approximately 23,000,000 pounds of condensed
milk imported into tEe United States. That represented about
50,000,000 pounds of milk.

Senator NveeNT, From what countries?

Mr. Jouxsron., That was largely from Canada. but importations
have come in from Kurope. T have here a table which we received
this last week, unsolicited, from Rotterdam, offering our company
10,000 cases of skimmed condensed milk in cans and in cases and
250,000 kilo casks of condensed milk at a price of 53 cents,

Senator Nvaent, Skimmed condensed milk is of a very inferior
quality, is it not?

My, Jouxston. Yes, sir. '

Senator NveeNT., And very difficult to dispose of in this country,
is it not?

Mr. Jouxsrox, It is; yes, sir.

Senator NUGeNT. During 1920 or 1919 were there any very consid-
erable importations of condensed milk from the Scandinavian coun-
tries, do you know?

Mr. JouxstoN. Not to a considerable extent; no, sir. I think the
previous witness stated that the importation from Canada was about
17.000,000 pounds. and the total importations were 23,000,000 pounds.
The other 6,000,000 pounds must have come from Europe.

Mpr. Farrern, I have the exact figures—22,795,338 pounds were jimn-
ported in 1920.

Mr, Jouxsrox. That is the total importation. .

Senator NUvaeNT. You do not handle the grade of condensed milk
that is referred to in that telegram?

Mr. JouxstoN. No, sir; we make the full cream condensed milk.

The Underwood tarift bill placed us on the free list. We have to
pay duty on two of our principal raw materials; we pay a duty on
sugar and we pay what is in effect a 15 per cent ad valorem duty on
tin plate. These European manufacturers ship that milk in here
duty free. Ail we ask for is protection as against the cost of the
raw materinls which we use, and nothing else. At the time of the
tariff work in 1913 we made an investigation of the cost of producing
milk in Europe. and at that time we found that in Holland the cost
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was stibstantially two-thirds what it was in the United States, and in
Denmark about 75 per cent.

We ask for a specific protection, which was the protection we had
in the tariff of 1909, Schedule G :

Milk preserved. condensed, or sterilized by heatl or other process, inelwding
weight of immediate coverings, 2 cents per pound,

We are essentially an American company. Some of this condensed
milk is imported from Canade and is made by a subsidiary of our
own company. We believe that ali the consumption of this country
should come from the production of American dairies,

Senator Simyoxs. You say there is about 23000000 pounds im-
ported. Can you give the domestic production?

Mr. Jouxnstox. Yes, sir. I have not the figures for 1920, but I have
those of 1919,

Senator Simmoxns, I wish you would give those for 19203 the im-
ports were for 1920,

Mr, Jounsrox, I will try to estimate it for you. There were sub-
stantially 80,000,000 eases. [Making a computation.] .\ billion and
a half pounds.

Senator Simmoxs. And you think the price of that billion and a
half ponunds is affected by the importation of 23,000,000 pounds?

Mr. Jounsron. It has not been substantially affected in price;
no, sir.

Senator SiMMoNs. You think not?

My, Jounsron. But it has displaced goods——

Senator Siamdons, Have you got the figures of any exportations?

Mr. JounsroN. Those abroad ,

Senator 'Simmons, No; you have given us the imports and the
domestic production. I am asking now if there is any exportation
frginfl this country to other countries of our domestic-made condensed
milk.

Mr. Jounsron, There is some, but the exportations are very small.

Senator Srmmons. Do you know how much?

Mr. Jounsron, I have not the figures; no, sir.

Senator Stamons. I should say the importations were small com-
pared with the total domestic production, and I would like to know
1f vou can get the figures of what the exportations were.

Mr. Jounsron. I know that they have dropped down to prac-
tically nothing; they are very slight,

Senator NuceenNr. You say that the importation of 23,000,000
pounds last year has not affected the situation, so far as price is
concerned ?

Mr. JounsroN. Not materially.

Senator Nueent. Did the importation of that 23,000,000 pounds
affect the consumption to any considerable extent?

.ll\ll(r. Jounsron., Why, it displaced 23,000,000 pounds of American
m‘ * .

iSenator NueenT. And there was no increased consumption by
reason of the importation of that 28,000,000%

Mr. Jounsron. I should say so; no, sir.

Senator Nugent. To what do you attribute the fact that so many
condenseries throughout the West and Middle West have been

- obliged to suspend operations?
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Mr. Jonxsron. Principally on account of the decline in exports.
The one fact we want to impress upon you is that we have these
finished products coming in free, when we American manufacturers
have to pay duty on two of the principal raw materials used. This
milk that is offered to us comes in here carrying a large percentage of
sugar, Probably 50 per cent of it comes in free. We are paying
the equivalent of $1.56 per hundredweight for sugar,

Senator NuGenNT. Are these foreign countries being supplied
through domestic manufacturers with a sufficient quantity of milk
to supply their needs?

Mr. JounstoN. Yes, sir; they have a surplus, and always have had.

Senator NUGENT. Are they supplying that at a less cost than the
American manufacturer could export it for, do you know?

Mr. JounstoN, Why, this is the latest T imve, that this milk was
offered at a price of about 5} cents net.

Senator NueeNT, But that is a very inferior quality of milk.

Mr. JounstoN. Using the same materials, we could not produce it
for that.

Senator NueenT, Even with skimmed milk?

Mr. Jonxsron, With skimmed milk; yes, sir.
~ Senator NveeNt. To whom do the condensaries in the western
country dispose of their product, if you know?

Mr. JonnsroN. Here in the United States?

Senator Nveent. Yes.

Mr, JounsroN, Very largely to the domestic market.

Senator Nuveent, Well; if t ey ship East, is there any combination
of exporters or condensed-milk dealers in this country that take that

suﬂ)ly? . ) .
Mr. Jouxsron. I think the production on the coast is almost en-
tirely consumed on the coast—in the coast States and the inter-
mountain country. I do not think much of it comes East.

" Senator NvoeNt, We have a milk condensery about 20 miles from
the town I live in in Idaho, and that condensery some time ago sus-
pended operations, and according to my information they shipped the
major portion of their product, or a considerable portion of their
product, to the East. T wondered whether or not the manufacturers
of condensed milk or the dealers of condensed milk in the East had
declined to accept that product for any other reason than that they
could not export it,

Mr. JouxsroN. Well, there is a large production in the East.
New York State is one of the largest producers. Normally there
(ﬁ)uld be no movement of canned milks from the Pacific coast to the

Last.

My, Fanrernr, Mr. Johnston, is there not a large amount of con-
densed milk on hand in this country that you can not get rid of by
exportation ¢

My, Jonxstox. Yes, sir; it was estimated several months ago that
there were 15,000,000 cases.

Senator SvrHerran». Do the freight rates cut out the western
product?

My, Jonxnsron, Well, in a measure they would, but, on the other
hand, it is not re%izired, because there is sufficient manufacture in the
East and in the Middle West—that is, in the Illinois and Wisconsin
territory—to take care of the requirements.
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Senator NveexT. The freight rates could not affect the situation
materially, because of the fact that you are obliged to pay practically
the same rates for transportation to the Middle West from the Pacific
coast that you have to pay to New York.

Mr. Fargerr. Mr. Chairman, Congressman Snell, of New York,
was going to represent the cheese people, but he is not here. The
Wisconsin pdople, I understand, wired to Senator La Follette. They
make more than three-fourths of the cheese of America, and it may
be possible that they are satisfied with the present ad valorem rate.
So we have not anyone to speak with reference to cheese.

Senator McCumseRr. Very well. That statement may be put in by
the Congressman before we close.

Senator SrmoNns. May I ask a question of the witness who just
suspended? Mr. Johnston, when you were speaking of the importa-
tions of condensed milk and when you gave the figure of 23,000,000
pounds, did you mean that that was in 1920¢

Mr, JounsToN. Yes, sir.

Senator SimMoNs. And then you said that the exportations were
nominal for 19207

Mr. JounsroN. For the latter part of the year. In the early part of
. that year they were very heavy, probably up to the early fall.  Since
{lheél they have dropped down steadily until to-day they are very .

ight.

gSenator SimmoNs. In the tables of foreign commerce they give
20,209,141 pounds in October, and for the first 10 months of the year
it a‘fpenrs that there were exported 376,000,000 pounds,

Mr. JouxsroN, It was very heavy in the early part of the vear.

Senator Simyoxns, I thought you stated it was practically nothing.

Mr. JouNstoN., To-day, now.

Senator Sraarons, Well, this gives up to October.

Myr. Jounston, There has been a very big decline since that time.
Since the 1st of October most of the plants in the country have had to

close on account of the market situation.
" Senator Simmons, I thought it was rather a remarkable situation.
Of course T do not know what has happened since October. Those
are the last figures they give, but up to October there seems to have
been a very heavy exportation of condensed milk: as compared with
the exportations the importations are nearly negligible.

Mr. Jouxsron, That is very true, but the markets were shut off
almost overnight, resulting in the backing up of products in this
country untii to-day there is probably not 5 per cent of normal pro-
duction. Ninetv-five per cent is idle.

Senator McCyymner. There is a witness here from Georgia—Mr,
Lovejoy. We will hear him now.

STATEMENT OF MR. HATTON LOVEJOY, LAGRANGE, GA.

Mr. Lovesoy. Mr, Chairman and gentlemen, T represent G. T.
Perkins & Co, in connection with the wool and camel’s-hair provisions
of the bill. We manufacture camel’s-hair press cloths. The general
idea of the emergency tariff we agree with, but we wish to call to the
attention of the committee the situation it places us in, largely because
of the conditions in the Underwood law.

4
ot
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On the hair which we now use we will have to pay 30 cents per
pound duty. It takes2 pounds of the camel’s hair to make 1 pound of
the manufactured press cloth, so we would be paying 60 cents per
pound to get 1 pound of the manufactured press cloth. The protec-
tion on the manufactured press cloth is 45 cents, so that we have to,
pay what amounts to 60 cents for the raw material as against 45 cents
for the manufactured cloth.

That comes about in this way: The duties on those manufactures
are in addition to the present duties, and in making up the Underwood
bill the gentlemen picked out these press cloths—in the first place,
camel’s-hair press cloths were picked out from the wool schedule,
where they had been before, and where they belong, and given a sepa-
rate position. And not only that but they picked out camel’s-hair
press cloths, which were used for pressing oil from the camel’s-hair
press cloths used for other purposes, and that one of our camel’s-hair

ress cloths that is used in the manufacture of oil they put on the free
ist. So that we have a very unenviable position, to say the least.

Now, the other woolen goods are protected under the Underwood
bill, and these products which you gentlemen have in the emergency
tariff bill are given the necessary protection. But we have nothing

. under that bilﬁ so that we have only the 45 cents provided upon the
manufactured goods, where we have to pay 60 cents, in effect, for a
pound of the raw material that goes into a pound of the mannfac-
tured goods.

What we would ask is that we be given the 35 cents ad valorem
which other wools have under the Underwood bill, and then we
would be simply placed in the general wool schedule, where I think
we properly belong and where we have always been.

. There is one other thing which results from the emergency tariff
hill. Our principal competitor in these camel’s hair press cloths
has developed into human hair press cloths, These are press cloths
made from the stumps of hair imported from China principally,
where the ladies and gentlemen have discarded their queues. That
now comes in with a very nominal tariff on the raw human hair, only
10 per cent ad valorem. and the press cloths made out of human hair
only have what amounts to about half a cent a pound. So that with
the provision that we now must pay 60 cents a pound, in effect, for
every pound of manufactured goods, and these gentlemen gettin
their raw material at 10 per cent ad valorem, or the manufacture
product at half a cent a pound, it looks like we will practically be
put out of business unless we have some relief,

So we ask that a sufficient duty be placed upon the human hair
and the human hair press cloths to prevent our being run out of
business by the duties imposed under the emergency bill. The pro-
tection which we think would equalize this would be 45 cents per
pound duty on the raw human hair, and the same duty that I sug-
wested in connection with our camel’s hair press cloths for the human
hair press cloths, which would be 43 cents a pound plus the 33 per
cent ad valorem,

Now, you gentlemen might ask how we have survived since the
Underwood bill. Well, the war was brought on through some
canse—whether it was by the intervention of Providence or the devil
my theogony dees not permit me to answer. But at any rate they
could not ship any in here, and now we have come back to the time
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when these people may gradually begin shipping in these things, and
we simply ask that we be \)ilt back where we have always been.

Senator La, FoLLerte. Mr, Chairman, I want to ask on behalf of
the dairymen that they be permitted to file some matter here to be

, incorporated in the record. I also have some telegrams that I have
received from dairymen in Wisconsin that I want to put on file,

Senator McCumeer (presiding). Very well; I will ask that the
record be not closed until these statements are received.

Senator L.a FoLrerrE. I also wish to present a statement from the
cheese producers of Wisconsin.

(The additional statements, etc., subsequently submitted are here
printed in full, as follows:)

The Cuamyman. T have a copy of a proposed amendment to_the
emergency tariff bill, together with a statement thereon by Mr. J. J.
Farrell, secretary of the National Dairy Products Committee, who
has already given testimony before the committee, T ask that that
statement and amendment follow his testimony.

(The statement and amendment are as follows:)

Narttonan Dagy Proprers CoMMUTEE,
Washington, D, €., Janwary 13, 1921,
Hon, P. J. MCCUMBER,
United States Senate,

Drar Sevartor: The National Dalry Products Comittes held a mesting after
we appeared before the Senate Finance Commitiee Tuexday, Junuavy 11, and
decided on a reasonable tarift for dairy produets, ax well as a tariff 10 he
placed on forefgn oils which are now imported into this contnery and which are
compotnded into hogless lard and imitation hutter, We helieve these oils to
be one of the greatest mennces to the dairy industry, )

The Ameriean publie is taught, through false wdvertising, s to the true value
of these ofls when compounded into hutter substitutes, The compouders of
these oils ave teaching the American publie to consutie these ofls in large
quuntities for lard and butter. thereby replacing the hog ax well as replacing
the cow's production, It will be impossible to continune the milking of cows
and the manufacture of cheese and hutter in competition with thexe cheap oils,

We therefore suguest that the tariff be incrensed ax per the inclosed amoend.
ment, the original of which hasg been forwarded to the chairian of the com-
mittee, We have omitted cheese in this amendment hecause of the fuet that
czleese e now earrying a 20 per cent ad valorem duty and we think this is suihi-
clent,

Very truly, yours,
Jo A FPareenn, Seeretary,

PROPOSED NMENDMENT L0 THE EMERGENCY TARIFE BULL.

In sectlon 1, page 2, paragraph 10, line 20, after the word “ peanut,” strike
out the flzures * 26" and insert in leu thereof the figureg * 48,

On page 2, line 21, ufrer the word * hean,” steike out the figures “ 20 and
insere in leu thereof the figures “ 40,

On page 4, paragraph 17, after ne 3, add the following puragraphs:

“ 18, Butter, 6 cents per pound,

“ 10, Milk, prezerved or condensed, or steritlzed by heatings or other provesses,
Inciuding woelght of immedlate coverings. 2 cents per pound ; sugar of milk, 3
cents per pound: dry and powdered milk, 3 cents per pound,”

The Cramman., We will have a meeting to-morrow morning at
10.30 in this room,

(Theveupon, at 5 o'clock p. m.. the committee adjourned to meet
again for the consideration of this subject at 10.30 o'clock a. m.
Thursday, January 13, 1921.)




THURSDAY, JANUARY 13, 1921,

UNrren STATES SENATE,
CoMmMITTEE ON FINANCE,
Washington, D. (',

The committee met, pursuant to adjournment, at 10.30 o’clock a. m.,
in room 312, Senate Office Building, Senator Porter J. McCumber
presiding.

Present: Senators McCumber (acting chairman), La Follette,
McLean, Calder, Williams, Gerry, and Jones, .

The Cramyax. When we adjourned it was understood that both
Senator La Follette and myself would put in some statements upon
the emergency tariff matter so as to complete the hearings upon that
subject.

Although wheat is first on the list of articles demanding emer-
gency legislation, I have not asked to call witnesses in respect
to this product. The reason I have not done so is because the
situation is a simple one and easy to understand by any person
who has any knowledge of the marketing of wheat and the elements
that enter into the market price. \ll of the testimony in these hear-
ings has had to do with articles which affect, and deeply affect, the

rosperity of the producers. But the number affected by decline
in price of other articles demanding this remedial legislation is a
mevre bagatelle compared with the number affected by the enormous
decline in the market price of wheat.

One trouble that I encounter whenever I discuss this wheat ques-
tion with Senators is the great number of them who fail to tuke
into consideration the vast extent oi tervitory in which wheat is
raised in the United States, the freight charges which niake the
transportation of wheat raised in one section. where there may be a
sur&;lus. to another section where there may be a deficit, practically
prohibitive, and the fact that each section raises a particular kind of
wheat which makes a standard floyr and which flour can be made
only out of that character of wheat.

They base their argument that so long as we are exporting wheat
or flour. no amount of protection will avail us, upon the assumption
that wheat is wheat, and that it is so located that it has practically
a universal price. They also fall into the equal error of assuming
that the price of our American crop is-fixed by the.export price of

anv narticular kind of this grain to Liverpool.
267
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Let me explain thix: The wheat raised in eastern Montana, all of
North Dakota. all of South Dakota. and nearly all of Minnesota,
constituting almost all of the spring wheat, is but slightly related to
the other species of wheat raised in the United States. It makes a
distinet, hard wheat flour. known and recognized throughout the
world. The people of this entire section are dependent almost wholly
upon the price the farmer receives for this grain. There is as muc
difference between this northern hard wheat and the wheat of Okla-
homa, Texas, and Kansas as there is between a Casaba melon and a
Rocky Ford. While one may be a substitute for the other, the market
price of the one does not govern, though it may affect, the price of the
other. There may be such a scarcity of Rocky Fords as will send
their price above that of a Casaba, and vice versa.

If we had but one kind of wheat in the United States, and if it
were all in one bin, with one home-consumption spout and one export-
ing spout, then, of course, the prices would be the same whether
for export or home consumption. The moment the grain from
one spout commanded a higher price than the other it would auto-
matically close the other, But no matter how short the crop in these
four States, no matter though we should not raise enough wheat to
more than one-half supply the milling demand for that particular
kind, we could not bring in the surplus wheat from other sections
of the United States, first, because the freights would make it pro-
hibitive, and, second, because the several kinds could not be blended.
We can use in our North Dakota wheat, without seriously affecting
the kind of flour, a small percentage of wheat raised in Towa or Wis-
consin, but only a small proportion, and practically none of the more
southern wheat. '

There is another erroneous idea on the part of Senators—that the
price of the United States product is fixed thronghout the United
States by the export price, 'There is no reason in the world on which
to base such a conclusion. What elements do enter into the price of
wheat raised in the United States? The first element affecting this
price is the world supply and demand. If the supply is beyond the
demand, each class of grain will be low in price. And in this matter
of demand, let us remember that while wheat is being grown north
of the Equator, it is being harvested and sold south of the Equator,
so that we know at all times abont what the world's supply is or
will be.

If demand—and I am speaking of the world demand—is greater
than the supply, other things being eqnal, the price will rebonund
upward. So, under normal conditions, the price is not fixed by
Liverpool, but by the world supply and demand.

The second important element in price fixing is the price the wheat
consumed commands in the principal place of consumption. Liver-
y00l is not the principal place of consumption of American wheat.

he United States itself consumes about five-sixths of our wheat.
Why, then, say that Liverpool fixes its value rather than the United
States? If people are prosperous in the United States, there is some-
what more wheat consunied at home than in days of depression. It
follows, therefore, thut the' best place to stimulate a demand for
American wheat is the United States, and it will oceur to anyone who
gives the matter the slightest thonght that the best way to stimulate
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the demand in the United States is to shut off as much as possible the
vast importations of wheat of the same kind into this counry from .
Canada. A very little surplus of wheat is very depressing to price.
A much smaller deficit would send prices quickly to a living basis.
If we would to-day put a tariff of 50 cents a bushel on wheat, T would
guarantee that within two months wheat would regain what it has
lost by the vast importation of the Canadian product, which is from
75 cents to $1.

I say with all frankness that the one great thing which has driven
the price of American wheat down to scarcely more than one-half
the cost of production has heen the enormous (‘anadian importation.
This has been possible because of, first, the vast difference in ex-
change, which amounts to about 27 cents a bushel, comparing the
Canadian with the American dollar; second, the fact that the Cana-
dian crop is a good, full, average, crop; and, third, the cost of pro-
duction in Canada, due mostly to the very considerable difference in
the value of lands, and an almost equal difference in farm labor, both
of which enable the Canadian to supply the American market at a
price far below the cost of production in the United States.

The population of the spring-wheat States producing the particu-
lar kind of grain which is produced in abundance in Canada, is
about four and a quarter millions of people. And as this low price
affects all of the wheat-raising sections, the number of producin
people affected would swell to about thirty or forty millions o

eople. Legislation which would check the importations would soon

ring the consumptive demand of the country* up to the productive
capacity, and relief through a proper protection would be almost in-
stantaneous. The moment it would be known that we could no longer
ship in Canadian wheat to compete with the American product the
mills would begin to buy the American product, and at a continuing
upward Kremium price, in order to assure the grain necessary to
operate their mills until the next crop is producecf

We have just passed a law reviving the activities of the War
Industries Board. One of the purposes of this legislation is to
agsist the American farmer to find a market in Europe for his sur-
plus, amounting to about 200,000,000 bushels.

It is conceded by this legislation that our very low price is due in
part to our failure to find purchasers for this surplus, and so we ave
about to expend millions of dollars in search of a foreign market,
even to the extent of raising the money by taxation and loaning to
foreign Governments such sums as will enable them to purchase
this American product. At the same time we are increasing our bur-
den by taking the Canadian surplus stock as rapidly as it can be
shi(pped into the United States, .

‘an not Senators see that if the price of the American wheat is
driven down by reason of our inability to market our surplus we
intensify the cause of our distress by importing an equal surplus of
wheat from Canada? Can they not further understand that y this
system Canada can take advantage of the American prodigality in

ollars to market her surplus, or, which is the same thing, to double
tll';e agl?ount of surplus in this country which must be marketed
abroa
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Let us look at the crop estimates and see if we can get a closer un-

Bushels,

The estlimated erop of wheat in the United States in 1920 is____. .. 780, 878, 000
We shall need for food, according to this estimate. .o oo .. 330, 000, 000
We shall need for 8eeql.... oo e 82, 000, 000
Leaving a surplus of the 1920 crop to export of- o _____ 177, 878, 000
Turning now to Canada, their estimated crop for 1920 is_....._____ 203, 361, 000
Needed for food in Conad oo oo 43, 000, 000
FOP 800Ua aeee e e e 28, 000, 000
Leaving a surplus of Canadian wheat to be exported of-..___._.____ 220, 361, 000

From this it will be seen that while we have a surplus of 177,878,000
bushels to export, Canada has a_surplus of 220,361,000 bushels, or
about 25 per cent more than the United States has,

I am speaking now only of the surplus of the 1920 crop. Just
what the carry over from the old crop is I do not think anyone can
speak very definitely upon.

To give you an idea of the enormous increase in importations from
Canada, and leaving the war period as an abnormal period out of con-
sideration, we will find that in the month of October, 1913, we im-
ported from Canada 231,463 bushels. In the month of October, 1920,
we imported 9,784.307 bushels, or about forty times as many bushels,
In November, 1913, we imported 104,000 bushels, while our importa-
tions in 1920 for the same month were about 10,000,000 bushels, In
December, 1913, we imported 127,000 bushels, while in December,
1920, we imported about 12,000,000 bushels, or one hundred times as
many bushels, ‘

‘The excessive importation of wheat began about the 1st of October,
1920, and concurrent with these excessive importations began the
rapid decline in_the price of wheat. The Modern Miller in Russell’s.
Weekly Wheat ReEort shows the importations from Canada for the
year at 58,000,000 bushels, while the imports of flonr converted into
bushels was 8390475, This would give us total im[;orts for 1920
of about 61,390,475 bushels. This, added to our 177,878,000 bushels,.
would force us to provide for the export of 239,268,475 bushels of the
1920 crop, and that means just simply that which has already come
in. But Canada has nearly 150,000,000 bushels yet that is waiting
to be shipped and that is coming in as rapidly as vessels can bring it
over.,

But the situation does not end here, On account of the difference:
in exchange, amounting to about 27 cents per bushel on December 14
last, Canada will find it to her advantage to sell every bushel of her
20,000,000 surplus in the United States unless something is done to-
prevent this, as is clearly evidenced by a statement which I put into
the record on December 14 from the Canadian sources. This record:
reads: '

From the Fort Willlam and Port Arthur sources alone we may expect from-
73,000,000 to 100,000,000 bushels imported into the United States. The other:
100,000,000 1s pouring over the line to-day from the Canadian Northwest, find-.
ing its market in Minneapolis and Chicago. It is evident that there s no hope
whatever for the farming section of the Northwest until we have gotten rid:
of hoth our own and the Canadian surplus.

The situation in my State is appalling, Tt i< bad. but not nearly
so bad in those States where they have raised a full crop. There are
large sections in my State where I think the last four years will not
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show more than an average of a quarter of a crop each year. Nearly
30 banks have gone to the wall within the last month or six weeks,
Others have been kept from failing only by the heaviest kind of
assessment against stockholders,

Senator La FoLLerre, What is the average yield per acre in North
Dakota ?

The CrHamMmanw. I think it will run about between 13 and 14
bushels, as an average.

Senator La Forrerte, What was it 10 years ago?

The CrairMan, There is not much difference. 'We have not fallen
off. Of course, when the land is new it is better, but I think I can
go back 10 or 15 years and it will run very closelg' to 13 bushels.

Senator La WorLerr, What does new land produce there?

The CrairmMaN. If the weather is right it will produce all the way
from 20 to 40 bushels.

In many instances the assessments have been considerably more
than 100 per cent. This is not confined to State banks. The last
two which went under were national banks and members of the Fed-
eral reserve system,

Turning to this bill, some Senators believe that we ought not to
‘attempt to amend it. I think that if it is unjust in any feature we
?l]l{ghfi to try to make it right and to depend upon the House doing

ikewise,

This bill as it came from the House gives us 30 cents per bushel
protection on wheat. That is. it gives us a tariff of that, not that
much protection. This matter was discussed between House and
Senate Members interested in the protection of this agricultural in-
dustry, and we expected we would either have been given a straight
protective tariff of 50 cents a bushel, or 25 cents per bushel, with an
allowance in addition thereto equal to the difference in exchange.
This 30 cents per bushel will not prevent heavy importations from
Canada. It is not sufficient. It in effect gives us an actual protec-
tion of from 8 to 8} cents per bushel. We ought to have from 25 to
30 cents above the exchange difference.

Let me illustrate this from actual values of grain.

On December 14, 1920, No. 1 hard wheat in Chicago was 1.84 per
bushel. On the same date No. 1 hard Winnipeg, Canadian wheat,
was $1.85 per bushel. '

The average rate of Canadian exchange in American money dur-
ing several months past is approximately 15 per cent. On wheat at
$1.84 per bushel, Chicago. the rate of exchange would be 27 cents
per bushel. The bill proposes a duty of 30 cents per bushel which
would leave a protection to the American wheat grower of only 8
cents per bushel, taking the price in Chicago. .

The price of No. 1 hard wheat in Winnipeg, in Canadian cur-
rency. $1.83, less 15 per cent exchange. equals 27§ per cent, making
the price in Winnipeg, United States currency. $1.85 less 27} per
cent, or $1.578.

The Cliicago market, $1.84. less $1.575. means 26} per bushel ad-
vantls{\ge to the Canadian wheat grower by selling in the Chicago
market.

Senator McLEeaN. That is the cost of transportation.

The CuairMaN, Yes: that would be the difference. However, the
question of transportation would not make much difference, because
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Chicago and Fort William are both on the lake, and the Winnipeg
rice means the Fort William price, because they always quote for
fort William delivery.

The House bill proposes a rate of duty of 30 cents. Deducting 26}
cents advantage to the Canadian farmer by reason of exchange, it
lenves 3§ cents per bushel protection to the American wheat grower
over the Canadian wheat grower at present rate of exchange between
the two countries. And this is in the face of the fact that the cost of
production in the United States is vastly greater than in Canada, and
the present price in the United States is scarcely more than one-half
the cost of production.

Nor is this all the injustice in this bill to the wheat grower. I never
coulld understand why there seemed to be such a disposition on the
part of the Congress to always differentiate between the wheat pro-
ducer and the producer of other farm products, to the detriment of the
wheat producer. Look for a moment at the percentage of protection
that lls given wheat as compared with the protection given tﬁese other
articles,

The wholesule price of No. 1 northern wheat in Chicago on Decem-
ber 14, 1920, was $1.84 per bushel, same date, onions, 60 cents per
bushel; potatoes, $1 per bushel: cleaned rice, 8 cents per pound; un-
washed wool, average, 20 cents per pound ; peanuts, 6 cents per pound.

The amount of duty given in the bill is: $1.84 wheat, 30 cents per
bushel ; 60-cent onions, 40 cents per bushel: $1 potatoes, 25 cents per
bushel ; 8-cent cleaned rice, 2 cents per pound : 20-cent unwashed wool,
15 cents per pound ; 6-cent peanuts, 3 cents per pound.

The percentage of protection to price is, therefore, as follows:
Wheat, 16 per cent ; onions, 75 per cent ; potatoes, 25 per cent; cleaned
rice, 25 per cent ; wool, 75 per cent : peanuts, 50 per cent.

Why should wheat be given only 16 per cent protection while the
onion producer is given 75, the, potato producer 25 per cent, and the
peanut raiser 50 per cent, and the wool grower 75 per cent? Why
differentiate so everlastingly against the wheat grower? '

T have given these fizures based upon the dollar for dollar value.
‘Uhey are not the real figures when exchange is taken into considera-
tion. After deducting the difference in exchange the wheat producer
gets 13 per cent, the onion producer 65 per cent—five times that
amount—the potato raiser 22 per cent, the rice producer 25 per cent,
and the peanut grower 50 per cent.

Another feature of this matter: It is state:d that this would add to
the cost of the consuming public. T do not think that if we raise the
price 50 cents a bushel it wonld add 1 penny to the cost to the
consumer. 'L'he retailers for vears have held the market of all com-
modities up to the full ability of the public to pay, irrespective
of the original cost. T am not saying that supply and demand do not
cut a figure, but the ability to buy and meet the demand of the re-
tailer in a certain section is a more important matter., While there
is some relation between original cost and retail cost, it is not mani-
fest. as we are wont to believe. The Agricultural Departiment esti-
mates that three hundred and twenty-five t-pound loaves can be
made from a barrel of hard wheat flour. A barrel of flour is now
quoted at $10. The 1-pound loaf that we receive only weighs about 11
ounces on the average. so it wonld be considerably more than that if
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.we take what the pound loaves that we actually buy in the market
amount to, But taking this estimate, a barrel of flour is now quoted
at $10. The ‘)ound loaf in the city of Washington sells for about 8
cents. Tt really weighs from 10 to 11 ounces. The barrel of flour,
therefore, when converted into bread sells for $26.10. That leaves
the baker for his profit about $16 on a barrel of flour. If we should
even increase by this bill the price of wheat 50 cents a bushel, and it
was added to the present price of a barrel of flour, bringing it up to
$12.25 per barrel, there would still be left the baker a profit of $13.75
on every barrel. I do not claim that 50 cents a bushel would imme-
diately raise the price of wheat 50 cents. T do claim. however, that
it would do so the moment we have gotten rid of our surplus. We
would begin to see that we were about to the limit, and it would bring
it back to the old price or very nearly so.

Some senators seem to think that the slump in wheat prices was
due to the general tumble in prices of other commodities throughout
the country. But there is a wholly independent cause for the decline
in wheat values. Other commodities went down because people quit
buying. but people did not quit buying wheat nor eating bread. Un-
like other commodities, the consumption of staple food products like
bread does not decline to any considerable extent because of close
times. You can wear your threadbare suit for six months or a year
if you feel that you can’t afford to purchase another. You can’t and
won’t let your stomach remain empty one day.

The decline was, therefore, not due to the falling off of the de-
mand, but almost wholly to the increase in the supply.

Neither was it due to the inability of the manufacturers and deal-
ers to purchase. Because they did purchase. They purchased in
Canada because they could get the grain cheaper and make money
on it by selling it in the United States. They therefore did pur-
chase, but sent the money out of the country. Then they sold that
same product to the American consumer in competition with the
American producer,

Wheat went down and remained down because we glutted the mar-
ket with the Canadian product.

As you all know. the Canadian crop does not begin to move until
about the middle of September. In fact, most of it is not thrashed
until about the 1st of October. But the knowledge that the wheat
will be imported operates in pressing down the prices before actual
imports begin.

If the entire Australinn wool surplus was being sent to the coast to
be shipped for ports in the United States, the price of wool would
not remain stationary unti] the arrival of the wool cargoes.

I want vou to note the cloge relation between imports and market
decline. 1 have a set of tables, but T will not fumber up the record
with it but will only give you the resnit. ' . )

September 13, 1920, No. 1 northern wheat in Minneapolis was
$2.685 per bushel. Then began importation, Between that date and
October 1, there was imported about 1.750.000 bushels. and wheat
tumbled to $2.07 on October 4. 1920, not alone because that much
wheat had actually erossed the line, hut beeause there were 200,000,000
bushels more of the same product in the Canadian granaties,

80422--21——18 .
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During the month of October the report shows that Canada ex:
ported into the United States 9,800,438 bushels. On October 4 this
same \;'heat had taken a tumble, showing a loss of 61} cents a bushel
in 17 days.

In No)vember we imported of wheat alone about 10,000,000 bushels,
On November 29 the same grade of wheat had dropped to $1.53 a
bushel, making a loss of $1.155 Yer bushel. I do not know whether
it has reached the lowest possible level, but I do know that it will
return to a living basis if Wwe can stop these everlasting ‘mports.

I am going to ask this committee to raise the barrier—I will call it
a barrier, because it is an emergency proposition—up 40 to 50 cents
a bushel. Twenty-seven cents per bushel will not leave us the same
amount we had under the old tariff measure,

Senator JoxNEs. Senator. I notice in the morning paper that cash
wheat in Chicago was quoted yesterday at above $2 a bushel.

The CuairmaN. What kind of wheat?

Senator Joxes, No. 1 and No. 2.

The CHarMAN., Of what kind?

Senator Joxes. Hard wheat.

The Cramman. There is very, very litttle of that in the country
now. The price is a little above what it was in December. It fluc-
tuates back and forth as wheat has stopped moving, and I think they
are having some trouble in the matter of shipping now by water and
also with regard to the shortage of cars in the Northwest. .

Senator Jones. I should like to know what is the present Chicago
cash price of North Dakota wheat.

The CuairmaN. The actual North Dakota wheat that we raised
this year will be about from No. 2 to lower, and we do not quote any
of it on the cash basis. No. 1 northern is the only thing that is
quoted on the grain market there, unless we can take particular sales
and see what is received. I understand we are receiving about $1.15

er bushel along about the middle of the State on the farms. That
18 the last report that I got.

I understood that Senator La Follette wanted to present some
matters on this before we close.

Senator La Forrerre. I expected to receive from the dairy in-
terests of Wisconsin some communications which they might wish
to have inserted in the remord. If they come before the record goes
to the printer I will give them to the reporter.

The CramrmaN. I think we can print them separately.

Senator La ForrertE. Yes.

The Cuairman, The committee will now take a recess until 2.30
o’clock this afternoon. :

‘Whereupon, at 12.30 o’clock p. m., the committee took a recess until
2.30 o’clock p. m.)
(Mr. Julius D, Mahr, president of the New York Mercantile Ex-
change, submitted the following resolution :)
" NEW York MERCANTILE JEXCHANGE,
New York, January 12, 1921.
To wrhom it may concern:
«At & meeting of the members of the New York Mercantile Exchange held

Tuesday, January 11, speciatly called for the purpose, the following,resolu-
tions were adlopted ;
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‘throughout the country.
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Whereas the alarming inerease in importations of foreign hutter, nct only from
urope, but other countries, has becone o Keriowts menace to the dairy inter-
ests of the United States.and threatens to discourage the production of this
staple article of food, and at the same time drive farmers and manufacturers
out of business; and

Whereas the dairy interes«ts in this country have already been erippled by
searcity of farming labor, and when available, at wages double and treble
which were paild prior to the var; and

Whereas the present high cost and ditflealty of securing labor. and the care re-
quired to keep cows on a productive busls, makes It utterty impossible to com-
pete with conditions in foreign countries where labor is cheap; and

Wherens our own Government has, during the past decade, spent vast suns of
money to eneauritge the production of bhutter and edncate thousands of
students in agricultural colleges in order to produce the highest quality of
butter possible and in guantities large enough to make it unnecessary to draw
upon foreign conntres for suppiies: Therefore he it
Resolved, That the members of the New York Mercantile Exchange, consist-

ing of 416 merchants vitally Interested in protecting and fostering the dairy

interests of this country, enrnestly petition members of the United States Senate
and the House of Representatives to increase the rate of duty on buter from

23 cents pesr pound to the old rate oi 6 cenis per pound, helieving that the ad-

vance is justly due as a protective measure to the dairy interests of America;,

And, be it further
Resolved, That a copy of these resolutions be sent to menmbers of the United

States Senate and the House of Representatives, and to various exchanges

New York MERCANTILE FXCHANGE,
Jurtus D. Maur, Prestdent.

AFTER RECESS,

The committee reconvened at the expiration of the recess, Senator
Porter J. McCumber presiding.

(The committee had under consideration an amendment offered by
Senator Spencer to H. R, 6238 to provide revenue for the Govern-
ment and to establish and maintain the production of zinc ores and
manufactures thereof in the United States.)

The Cnamryan. Mr. Ogg, a good many of the Senators on this
committee are engaged in other lines and it is impossible to have a
quorum, Therefore we are just holding here to talke testimony, and
it will be presented to the fuh committee when we can have a regular
committee meeting,. We will be glad to hear you on this next

proposition. .

STATEMENT OF W. A, 06G, PRESIDENT AMERICAN ZINC, LEAD &

SMELTING CO., REPRESENTING ALSO THE AMERICAN ZINC IN-
STITUTE, BOSTON, MASS,

Mr, Ocs. Mr. Chairman and gentlemen. I would like to talk to
this amendment proposed by Mr. Spencer to bill H. R, 6238,

The Cniairyman. That is a bill now on the calendar?

Mr. Oce. Yes, sir; it was introduced on calendar day, January 12,
an amendment by Senator Spencer.

The zine industry in this country is in a worse condition than it
has ever been. Mining and smelting plants all over the country are
closing down. The stocks of zine on hand are known to be over
70,000 tons in this conuntry, and there is believed on reliable infor-
mation to be over 100,000 tons in Kurope, principally in Germany,
Belgium, and England. .

he price of zinc in' London dominates the price of zinc in the
United States to-day. Zinc has sold in London as recently as two
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or three weeks ago as low as 22 pounds 10 shillings per long ton, and
with freight reckoned at 45 cents per hundred pounds this can be
brought into the United States at New York and laid down, duty
paid, for approximately 43 cents per pound.

In the United States, taking the Missouri-Oklahoma district as the
most important zinc ore producing district of the country, it is esti-
mated that zine can not be produced from ores produced in that field
for less than $6.90 laid down in New York. That is the cash cost.
It does not include any depreciation, deflation, selling expenses, or
anything whatever as profit to either the mining or the selling

branches of the industry.

Senator Joxes. OOn what basis do you put your labor cost in that
estimate ¢ .

Mr. Og6. On the present labor cost. which is lower than it was
three months ago. It is the cost as used by Mr. Rubl in his estimate
of the cost of ore. submitted in his brief before the Ways and Means
Committee, .

Senator Gore. How much did you say it was?

Mr. Oce. $33 is the cash cost of 60 per cent Oklahoma ore,
according to Mr. Ruhl. .The freight to the St. Louis district is $6.
freight and hauling. The smelting cost is not less than $25. and
the freight to New York on the spelter is one-half cent a pound.
From 1 ton of 60 per cent Oklahoma ore about 1,000 pounds of slab
zinc are produced—one-half a ton per 1 ton of ore. So that if these
elements that I have stated separately be added together and divided
by 1,000 pounds, the cost will appear as $6.90 in New York. E

New York is where the zine of this country comes into competi-
tion with European zinc. A large part of the zinc produced is the
same along the Atlantic seaboard. Tn the State of Connecticut great
brass industries are located, at Waterbury, Bridgeport, and other
cities there: also there are industries at the other seaports, so that
substantially we have got to figure that the spelter laid down in New
York from abroad is laid down at a consuming point. The costs
have gone up. principally due to the increased wages; also the effect
of the 8-hour day has not been unimportant.

Se?nator Joxes, What was your cost of production prior to the
war

Mr. Oge. The cost of smelting—I am not testifying at all as to the
mining costs but as to the smelting cost—prior to the war, for my

“own company, was $12.50, not including depreciation or anything-

else. just the straight, bare operating costs,

The Crairyvax. $12.50 per ton?

Mr. Oga. Per ton of ore.

Senator La Forrerre. What were vou paying for jack?

Mr. Oga. At that time T shonld say somewhere around $40 to 843
for 60 per cent ore.

Senator Joxrs, The present price is about $30, or a little less?

Mr. O¢e. The smelting costg have more than doubled. T have used
a figure of 25 cents, and T am perfectly frank to say that my own
company’s costs are a good deal higher than that.

Senator Joxes, You represent the smelters. do you?

Mr, Oca. The American Zine, Lead & Smelting Co. We produce
ore as well as smelt ore. We produce ove in Wisconsin through our
subsidiary, the Wisconsin Zine Co.: also in Tennessce and Misgouri.
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Senator Gore. You are not producing in Missouri now? )

Mr. Oge. No, sir; we are shut down there, and also in Wisconsin,

Senator L. Forrerre. 1 was just going to ask you whether you
were producing there now or not.

Mr. Oce. We were until recently, but we had to close down.

Senator La ForLLerre. I know that most of the mining has sus-
pended now,

Mr. Oca. Yes, sir.

Senator L. Forrerre. In a number of counties T know that is the
case,

Senator Joxes, What is the annual consumption of zinc in the
United States?

Mr, Oga. I should say it would be something between four hun-
dired and four hundred and fifty thousand tons. Prewar it was about
three hundred and sixty thousand to three hundred and seventy-five
thousand tons,

Senator Joxks. You have on hand now a supply of zine, about
70,000 tons?

Mr. Oge. That is large for the zine industry.

Senator JoNes, You say the annual consumption is three or four
hundred thousand tons, and yon have only 70.000 tons on hand, and
you say that is a large supply?

Mr, Oc. It is large for the zine industry. At the present time
the consumption. judged by the shipments. is very little over 20,000
tons, Large stocks in the zine industry are a very dangerous thing.
It has been in the experience of the past, because the amount of zinc
capacity in operation can be very readily increased. so that with the
leasg improvement in conditions there is always a tendency to over-
produce.

Senator Joxes. What are the importations of zinc?

Mr. Oae. The importations of zine in the last three or four months
have been slab zine. In fact, the statistics so far are not obtainable
through the Department of Commerce. We have tried to obtain
them, but they are not available,

Senator JoNes. T helieve you stated there are a hundred thousand
tons over in Europe?

Mr. Oce. Yes, sir.

Senator Jones. Take the hundred thousand tons there and the
10,000 tons here, and that is a supply all together for this country
for only about six months.

Mr. Oce. That is a very serious affair, Senator; very.

Senator Joxes. Six months’ supply ?

Mr. Oce. Yes. sir. That is a very serious affair in the zinc in-
dustry. It may be different in copper. They are used to carrying
large stocks, but it has never been the case in the zinc industry.

Senator Jones, That is a revelation to me.

The Cuamrman, Can you give us a reason why it is so serious in
the zinc industry?

Mr. Oga. Because it is so easy to increase the output on the least
encouragement. There is always a tendency that when stocks are
high they do not get reduced far enough, so there is a tendency to
leep the price depressed.

Senator Gore. It is rather a large stock to have on hand, you mean$
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Mr. Oua. Yes, sir. T think larger than we have ever had before,
as far as I have any recollection.

Senator JoNes. Does your concern handle the finished product?

Mr. Oga. Yes, sir.

Senator Joxes, How many other concerns in this country handle
the finished product ¢

Mr. Oga. I should say over 20—20 or 30—produce the slab zine
and sell it.

Senator Joxis. Have you any selling agency ?

Mr. Oca. No, sir: we sell it ourselves?

Senator JoNrs. How do you manage to keep down thie supply?

Mr. Oce. We are losing money. All of the industry is. Naturally
we reduce our capacity in operation.

Senator JoNgs. Are you losing it by reason of the fact that foreign
zince is coming into this country ¢

Mr. Oce. Yes, sir.  We believe that is the reason why the price is
so low at the present time.

Senator JoxNes., How much has come in? T do not believe you gave
us any figures on that.

Mr, Oce. No; I stated that the figures are not available. We have
tried to obtain them through the f)epartment of Commerce, but as
it is only in the last three months that the price has gone so far, the
statistics are not yet available,

Senator Joxes. What was the price of zinc before the war?

Mr. Oca. The average for 10 years, 1903 to 1914, T think, was in
the neighborhood of 5.50.

The Cnairmaxn. For the slab zinc?

My, Oca. For the slab zine; yes, sir.

Senator Jones. What is the price now?

Mr. Qge, The same price, wit&n the higher costs. Five and one-half
cents to-day is the highest price.

Senator Gore. What is that a hundred pounds?

Mr. Oae. $5.50 a hundred or 5% cents per pound.

Senator La Forrerre. How much higher is the cost of production
now than it was before the war?

Mr. Qce. In smelting it has more than doubled. In the mining
industry. due to the discovery of the richer ore, it is not so high for
some districts, but for the same districts that were producmg in
1913 it is from 50 to 100 per cent higher. The older district in Jop-
lin with its lower grade ores has been entirely wiped out.

Senator Gork. This cost that you spoke of is the cost of producing

what?
Mr. Oag. Sixty per cent concentrates, not including depletion or

depreciation.
Senator La Forrerre. Is any ore coming in from Mexico now?
Mr. Oae. A little.
Senator LA Forrerre. Not much?
Mr. Oaa. Not a great deal; no,
Senator La Forrerre. The depressed condition of the zine market
for the ore is due, then, chiefly to the higher costs of production in

this country? . L. .
Mr. Oga. The depressed condition of the zine industry due to high

cost of production?
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Senator La FoLLerre., Yes.

Mr. Oca. I should say so, as the price of zine to-day is not suffi-
cient to cover the cost.

Senator Gore. What is the present price?

Mr. Ogc. 5% cents.

Senator Gore. No; what is it you called it where the cost is $:331

Mr. Ogc. 60 per cent zinc concentrates.

Senator Gore. What is that worth now?

Mr. Oge. About $30 it is selling for.

Senator Gore. $3 less than cost?

Mr. Oce. And even less than that it has been bought for recently.
; Sclspu?tor La Forrerre. How much production is there now in
Jopin

- Mr. Oca. I believe that the production now is about five to seven
thousand tons weekly of these concentrates, 60 per cent concentrates.

Senator La Forrerre. How much of a depression is that?

Mr. Oce. Tt has been up as high as 12,000 to 15,000, and for a
long period of time it averaged 11.000. I think for the year the out-
put is probably a half million tons or more.

Gentlemen. if you will allow me to talk a little on foreign costs I

‘would like to say that, due to the exchange conditions, the costs

abroad ave lower than they have ever been, so far as we know., In
Germany the wages paid to-day are something like 30 to 40 marks,
which. at about $1.45 or thereabout, would be something under 60
cents per day. Also, T believe that to some extent female labor is
emploved in Silesia,

Senator Joxes, Have you figured ont what that thirty or forty
thonsand marks will buy over there? '
- Mr, Oae, They are self-contained s« regards zine. They have
their own zine ove in Germany and Silesin and their own coal. so
that they are entirely self-contained as regards zine. and so that
their cost of zine to-day is estimated to be from 2 to 2} cents per
pound.

Senator Joxes, Figuring the exchange as having its full effect on
production?

Mr, Oca. Yes, sir. That is, converted into American money. their
COSt G

Senator La Forrerr, Where is the chief foreign production?

Mr. OGa. The chief foreign production at the present time is
probably in Germany. We have no statistics, except as regards
Silesin, and there is a large production in Westphalin also. The
next most important producer is Belgium. Belgivm imports all
its ores, and its costs nre not quite so low as Germany, because it has
to buy ores with these depreciated exchanges, so that its costs are
not so low as those in Germany.

We also have to meet what you might say is permanent low-price
competition. During the past four or five years the electrolytic
method of zinc production has been perfected in this country as well
as in other countries, and it has been a'i!plied in a moderate way to
Australian oves at a plant located in Tasmania. That Tasmanian
company has been opernting for two years, and, based on this expe-
rience of two years, they recently put out a circular when issuing
more capital and stated that as a general measure, in a report to
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the board of directors, they had estimated that with 30 pounds of
spelter in London. which means 30 pounds per long ton, they could
make a profit on 413,000 pounds annually beginning in 1923,

Or, putting it into dollars and cents, it means at present rates of
exchange the zinc would cost approximately 3 cents or a trifle less
and with exchange at par the cost would be 4 cents,

In addition to that there are several other deposits that have been
discovered in the last five or six years that were not known or con-’
sidered as of any particular importance or highly competitive in the
;o]n;sideration of any previous bill bearing on the tariff, as far as

now, :

The Cuaimmmax. Discovered where?

Mr. Qce. Burma, for example. That is probably one of the rich-
est bodies of combined zin¢ and lead ore in the world, amounting
to several million tons,

Senator Joxrs. You spoke a while ago of a rich deposit having
been discovered in this country.

Mr. Oca. That is the Missouri-Oklahoma district. That is located
some 50 or 60 miles from the old Joplin district.

Senator Joxks. Is that operating now?

Mr. Oge. It is operating on a basis of 5000 to 7,000 tons produc-
tion of 60 per cent concentrates weekly, or approximately that,

Senator Joxes. It is operating at a loss?

Mr. Oca. We understand so. The fact that there are only about 40
mills out of 200 that are running would indicate it. As my company
has not personally engaged in production down there, I can not
state that positively, but any of the ore men would testify to that,

Senator Joxks. What supply of zinc is usually carried in this
country ?

Mr. Oce. Of the metal?

Senator JoNks. Yes.

Mr. Octi. Usunlly from 30 to 43 days’ production.

Senator JoxNes. Put it iin tons, please.

Mr. Oce. On a basis of 450,000 pounds. That would be about
40,000 to 60.000 tons; never as high as 60,000, Forty thousand tons,
I should say, is regarded as the usual amount.

S{;nutor Joxrs, When you get up there you stop production, do
you

Mr. Oce. We curtail production.

Senator Joxes. Who does that curtailing?

Mr. Oca. All of the interests do. because the price is then at a
point that makes it unprofitable to operate to our capacity.

The Cuamrmax, In other words, when it goes above 40,000 tons of
sugPly on hand the effect is to depress the market?

Mr. Qce. T should say that has been the experience in the past.

Senator Joxrs. Before the war were foreign ores being imported
and foreign zinc being imported? )

Mr. Oaé. No; not foreign zinc; foreign orves. T think there was
very little foreign zinc coming in.

S‘(’anator Jones. Where did the foreign ores come from?

Mr. Oga. Principally from Mexico.

Senator Jones., That is shut out now for other reasons?
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Mr. Oae. Yes. Now, gentlemen, let me say u little something
about Mexico. .

Mexico has been pretty well out of the running through high
freights and troubles of its own down there. But lwixico, it is well
known by most mining men, has very large deposits of zinc ore.
Until very recently it had no cheap fuel, which is necessary for the
smelting of zinc ore. Now it is reported that fuel oil has heen dis-
covered in one of the producing districts of Mexico.

The danger from many of the foreign deposits is much greater
now than it ever was in the past. Metallurgy has so improved as to
;m}ke available many of these large deposits that were not workable
hefore,

In Mexico they have recently, its reported, discovered fuel oil.
It always had cheap ore due to its cheap labor and plentiful de-
posits. If comparative quiet were assured and investments reason-
ably protected, of which there seems to be some chance now, with this
cheap fuel oil it probably may, in the not far distant future, become
a very strong potential competitor in the production of slab zine.
Already one smelter run on fuel oil has been established at Saltillo,
and doubtless when things have been quieted down there it will be
followed by. other investments. So that from continuing a com-
petitor in the way of furnishing ores we have to look more for com-
petition in the furnishing of the slab zinc itself from Mexico.

Senator Gore. In what States is zine produced principally?

Mr, Oce. In New Jersey— - )

Senator Gore. No; in Mexico. I mesn.

‘ l\llr. Ocg. Chihunhua and down in that district of which Saltillo
18 the——

'Senator Gore. Conhuila, is it not?

Mr. Oce. T do not remember exactly what the name is. Saltillo is
the center of it. .

Apart from any temporary conditions that may affect all industries
in general I look for an entirely new set of conditions confronting the
zine industry in this country much more menacing than they have
ever been, and, I think, that the protection asked for in the amend-
ment to this bill proposed by Senator Spencer will do no more than
afford proper protection and insure adequate employment or a reason-
able amount of employment engaged in the zinc industry.

The CuairmaN, Let me ask you whether or not that amendment
represents a concession on the part of both the producers of the zinc
and the manufacturers of products from the zinc?

Mr. Occ. I should not put it that way, Senator. The zinc-ore -
producers had already filed an amendment—at least Senator Spencer
on their behalf had filed an amendment—providing for a higher
rate of duty on the ores than on the finished products. With an in-
sufficient duty on the finished product it is plainly seen that the fin-
ished product would be imported. and the consequence is the smelters
would go down, and no matter what duty you had on the ores, the ares
could not be bought, and consequently this néw amendment here,
which is the result of a conference with Senator Spencer, represents
the unanimous opinion of the American zinc industry.

The CuairMAN, Both the prod:cers of ore and the smelters of ore?
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- Mr. Oge. Yes, sir; without any dissension whatsoever.,
Senator Gore. What is the duty. 2 cents?
Mr. Oge. Two cents on zine content of the ore and 2.75 on the
spelter. That, of course, is something that will also have to be borne
in mind, the proportion of zinc in the ore and zinc in the finished

product. . . .
I think, gentlemen, that with your permission to file a brief, that is

all I have to say.
The CuairmMax. The brief may be filed.
(The brief referred to is as follows:)

STATEMENT IN DBRiuany o AMERICAN ZiN¢, LeEap & Smruirina Co,, FavoriNe
PROPER TARIFE ON N ZINC.

GENTLEMEN ¢ Conslderation of this subject can best be crystalized by a few
questions, the answers. to which should, to a considerable measure, be the hasis
for deciding what tariff on slab zine is required, viz:

1. Have conditions hearing on the taviff problem of this country as applied to
gg;% zine (spelter) cehanged since the Underwood bill was enncted in October,

?

2.0 Are these changes, if any, permanent or temporary

3. If & modification of the tariff is advisable, on what premises should the
new tarift he based? . :

4. What should the amount of that tariff be on slah zine imported into this
country, and should the present method of computing the duty by an ad valorem
basis be retained or should it be changed to a specific basis, as in the Payne-
Aldrich hill?

1. The angwer to question 1 requires a careful consideration of the zine pro-
duction siruation of the entire workd, and for the purposes of this tariff matter
we should condine our answers to thgse factors which now exist or which will
become effective within the next five or six years,

DOMESTIC CHANGES,

(ay Freight rates increased.—The United States is a big country, and freight
frem points of production to points of consumption play an important pare in
the total cost of zine to the consumer. Since 1913 frefght rates have, generally
speitking, more than doubled on both zinc-ore and slab zine, To give a typical
illustration, the freight on slab zine from the usual price-basiug point, St. Louls,
to New York, where it comes into- competition with imported spelter, has in-
¢reased from 0,153 cent per pound to 0,49 cent per pound, plux 3 per cent wae
tax, a total of 0.503 cent per pound, being an increase of 0.85 cent per pound,
or over 225 per cent. Frelght on zine ore from the Joplin tield (one of the
principul shipping points in the United States) to 8&t, Louis in 1913 was $2,30
per short ton; to-day It is $4.20, and with 3 per cent war tnx £4.88, an increase
of $2.03 por short ton, or 88 per cent. .

Estimating 1,000 pounds of slab zlne recovered from 1 1on of ovrdinary Joplin-
Oklahoma zine ore, it is seen, as a fulr example of what inereasad frefghts
menn {n added costs, that the fnerease in freights on ote and stab zine to New
York have added .55 cent per pound to the cost of the slab zitne delivered at
that point, Western zine-ove producers ave even more seriously affected hy
the freight increnses,

So far a8 one ean see st present, these freight rates are permanent for the
perfod under consideration,

(b)Y Missowri-Oklahoma-Kansas field developed.—Ninee the Underwoond  bill
was pussed, a large and entirely new ore-producing district, known as the Tri-
State or Missouri-Oklahoma-Kansas district, hag come into prominence, To-day
it is the most important ove-producing disteict in the country, employs nove
Tnhor (a1l American), than any other zine section, and, with reasonsble protec-
tion. gives promise of retnining this position for many years to cone,

(¢) Slab sine producing capacity increased.—In addition to a large extenston
of the capacity of the natural gas field zine smelters, there has heen an evten-
sive Investment in permanent cval-fived zine smelters of a very expensive type,
the following new plants having been completed since 1913, viz:
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Namo of plant, [ Owneg by, Retorts.

be o e are e m e e s P o fies e e

Langeloth..... ceesesol Ameérican Metal Coieennenn.. 7,208
‘Terre Haute. i 4,200
Moundsville. vove 3,456
Douora. . ... 9,120
East St. Louls. . 5,620
Total. i 29,692

The approxitnte annuat productive capacity of the above plants at 425 tons
per retort is 126,000 tons of slab zine, and they represent new investment,
including the ussocinted acld plants, of perhaps $15,000,000),

Also u very large electrolytie zine plant, with an amunl siab-zine capneity
of 50,000 to G000 tous, has heen constructed by the Ameondn Copper Mining
Co. ut lnrge expense and other smalier electrolytle planis hive heen constructed
throughout the country, These large investinenrs entitle the industry to a
tarift suflictent to give them and their workmen proper protection,

(d) Western supplies of zine ore increasced—Sinee 1913 haoge investments
to open up and develop mining properties theoughonr the far West have been
made, and these mining properties and their workers are eontitled to proper
conslideration,

(€) Costs of mining and smelting inereased ——Kiges 1913 costs of producing
zine ore have increased from 30 per cent to nearly 100 per cent, and those
of smelting zinc ore at American smelters have more than doubled, I’resent
costs are somewhat higher than they probably will he within the reasonably
pear future, but one can not expect & return to prewayr costs either in mining
or smelting., In zinc smelting, as a relatively large shure of the cost consists
of hand labor and coal, ohe ¢an not expect the sume degree of return toward
prewar conditions as in the smelting of the other base metils,

FOREIGN CHANGES,

() Bffect of metellurgical improrements-—Sinee 1013 there has heen a great
advance in the metathiargy of zine, hoth as regavds jmproved il recovery of
zine from crude complex ores for subsequent treatiment to produce slah zine
and also in the development of the electrolytic provess of producing slab zine
(which is usually applicable to the ores at or near the point of thetr production,
thus materiully reducing the freight factor), and this method has alvendy been
introduced on a large-scale bhusis in Tasmania and is to be used there on a
very much larger scale in the near future. .

The cost of producing slab zine by this electrolytie methad depends to &
large extent upon the cost of the electrie power consumed, ad as the electrivity
used in electrolytie zine production hus thus far jnvariably heen developeil
from water power the costs of producing zine by this method have not gone
up comparably with those of the fire smelters.

By these. metallurgleal improvements the situation relative to some very
large depnsits of zine ove in different parts of the world has been changed $o
that wherens in 1913 they were not factors serfously o he reckoned with now
it is possible for slab zinc to be produced from such sourees at a ¢ost considerably
below what can be done in this country on any large known hody of ore devoted
to such production,

(hy Additions to shte-producing capacily in Europe—-As in this country, the
pressure of war foreed an jacrense in the zinc-smelting cupaeity of Great
Britaln by extensions to various smelters already in esistence and by the con-
steuction of one very lurge plant, which is almost completed,  With the in-
crensod sglab zine-producing capacity of Great Britain and of the British Emplre
clsowhere, it would appesre that the British, heretofore the principal importers
of stab zine, ave likely in the future to he more neariy able to produce their
own requirements and will not have te rely upon the profuction of the conti.
nentat zine swelters, thus making it necessary, if the latter operate, to find new
outlets for their production,

() Mevivan possibilities—The ability of Mexico to produce zine oves on a
lrge seale has pever veally bheen put to the test, but well-dinformed mining men
know that large supplies of zine ore are avatlable in Mexieo, when matters arve
quiet there, for export either to this country or to Furope.
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With the Broken Hill Australinn ontput under contract to them, the prinet-
Pl Europenn smelters never felt the necessity of uxing Mexican zine ores to uny
large extent. but as these Australian ores are not now likely to be available
again to Germany and Belgium on the same scale as hitherto, It is prohable
that these countries will tind the ores they need to take the place of the Aus-
tralinn ores in these Mexican oves, so it should not be reckoned that taking
away the Australian ores will shut down the continental fire smelters for
any considerable time. In addition, there is likely, on account of the increased
freight rates on zine ores from Mexico to the United States, to he substantin)
development in Mexico of fire smelting bused on ol as fuel. One zine smelter
using oll for fuel has already been estublished in Saltillg, and under stable
conditions in Mexico it very likely will be extended. Before 1913 Mexico was
not rich in cheap tuel, but stnce 1918 the fuel-oil vesources of Meéxico have heen
exploited on a large sceale, and it s now reported that oll has been discovered
in the Immediate zine-proqueing area of that country,

With protection of Investments in Mexico assured, with its cheap labor, its
cheap zine ores, ail its now enormous quantity of cheap fuel, Mexico hecomes
a potential producer of stab zine comparable at least to and possibly greater
than Australia and Buria.

(d) Effect of the termination of the Kartel agreement.—Prior to the war
there existed an agreement amongst the KEuropean slab zine producers to main-
tain production only on a hasis which wouid insure at all thies a reasonable re-
turn on the ecapital invested, This agreement, now terminated. had the effect of
maintaining prices in Lendon, the price-basing point, at probably a higher level
than otherwise would have heen the ease. Unless some such new agreement
is effected (and one can not see any signs of this at the present time, nor would
one expect it under the changed conditions) the London market, on the average,
Is ltkely to ride at a lower level than it did under the Kartel arrangement.

(e) Foreign erchange~~In one of the preceding paragraphs brief mention was
made of forelgn exchange., Never before has it heen necessary to take the ques-
tion of exchange into consideration in framing o tariff, hut conditions have been
80 completely. upset by the war that one can nhot afford to overlook the state of
affairs existing in regard to foreign exehanges. We find the pound sterling
worth not much over 70 per cent of its normal par: the frane at not much over
80 per cent of par; and the mark at not much over § per cent of par. If the
foreign exchanges of these countries are to remain permanently at a discount,
recognition of this must be taken into account in framing a tariff,

2, Answering question 2, we do not see any reason for doubting that alt of the
changes above mentioned will he permanent, except that the costs of mining and
smelting zine ore may be reduced somewhat. In view of the large national
budgets which are a necessity for many vears to come, it 19 tmpossible to expect
a permanent return to a general prewar cost basis during the period under
consideration,

Possibly some arrangements may he made to rectify the foreign exchanges.

3. The policy of the Republican Party in regard fo tariff has always been to
provide such tariffs as wiil protect industries of the United States. both as to
thelr wage earners and investors,

This country can produce all the slab zine from itz own ores that the country
needs, but to do so requires adequate protection, as shown herein,

4. The amount of tariff required should, of course, he based on the difference
in production cost ag hetween the United States and foreign countries, and under
normal circumstances a reaskonably accurate statement of the costs of Amerien’s
prineipal competitors could be prepared for the use of the committee, but
authoritative statistics of the costs in some of the chief competing countries are
not readily obtainable under present conditions,

In Europe hefore the war the two principal slab-zine produeing countries were
Germany and Belgium, Germany being the larger. Before the war, and since,
both the United States and Germany-produced practieally their entive output
of slab zinc from their own raw matetials and with thelr own labor, German
wage rates before the war ih a general way were approximately one-half the
wage rates of American labor. The cost of slab zine produced in Germany before
the war was approximately 80 per cent of that in America, The relative wage-
rate in Germany, expressed in dollars and cents at current rates of exchange,
is now about one-fifth of the American rate. This works a relative cost in
Germany to-Gay of about one-third of that in America, Based on an American:
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cost of 6.9 cents, the difference hetween this and the terman estimated costs
of 2.2 cents would be 4.7 cents per pound. This extreme difference is not
likely to he permanent.

Belgiun, the next largest producer in prewar times, having no zine ores, is
under the necessity of purchusing them from countries with exchange rates
probably against her, so that her situation from the standpoint of cost is not
so favorible as that of Germany.,

Within the past two weeks slub zine orviginuting somoewhere in Furope was
selling in London, and was probably bought for fmport into this country, at a
price at least 2 cents per pound f. 0, b, New York, plus 15 per cent, duty paid,
below the estimated bare operating cost of producing slab zine from Oklnhoma
ores, plus the freight to New York.

For many years the United States Geological Survey hus obtained each
three months from ench producer of slab zine the amount of production and
stock on hand, These tigures wre computed by the United States (eological
Survey and the total figures only published quarterly, which serves as a coid.
to the rate of production requived.

On the cest of producing slab zine in other purts of the world than “vorope
wo have an authoritative estimate by the commpuny opernting the eloe  ytic
zine plant in Tasmanin, of what it expects to do commencing January 1, 1928,
In o circular recontly put out by this compuny, which has powerful finaneinl
backing, » skilled and experiencedl organization, and has heen operating its
electrolytic zine plant in Tasmania for two years, it is stated that with slab
zine selling in London for £30, the noet profits of the compuny, after making
all necossary provision for depreciation and amortization, will be a¢ the rate

Cof £418,000 per sununt from the heginning of 1923,  Based on an output of 100
tons per day. the capacity this plant is expected to reach in two years, this
would mean a cost, including all depreciation and amortization, of 2.92 cents
per pound (American basis) for slab zine f, o. b, London when the exchange
is $3.50, or 406 cents when the exchange is $4.86. Ax the ocean freight from
Tasmania to New York will not differ materially from the ocean freight to
London, the above costs would represent about what the slab zine could he
laid down for in New York, duty unpaid.

Mo get some fdeq of how this cost compares with United States costs, based
onh Okiahoma ores, and fire smelting, we have made the following tabulation
which, it should be distinetly observed, does not include depletion, depreciation,
or interest in the costs of efther mining or smelting:

Peesent,

1 short ton of 60 per cent Oklahoma zine ove £, o, b, ensh costo. ... ... $33, 00
Freight and hauling thereon to Nt, Louls territory, theluding moisture.. 6,00
IO N o o e e e e e i e s s e e 203, OO
ML e e e e e —— e e ———————— a3, 00

Cost per pound of SPeer_ .. . .o s e 3,30
Bretght to New York. oo oo e e e e e .50
Cost £, 0. D, NeW YOrK. e e e e e e e T3 SO

To cover depletion, deprecintion, selling expenses. and allow @ fair retarn
on nning and smelting nvestments, would requive an addition to the cost of
shih zine in this eounty of 2 (0 23 cents per poutid, depending upon conditions,

As regards whether the tartff should be oh an wd valorem or speclfis basts,
we prefer the spoeitie basis hecause we have alrendy seen that the question of
exchange, over which we can exercise vepy tittle control, may have the effeet
of redueing the duty when perhaps protection is most needed,

Compuring Amerkean costs en Oklithoma ore with the Fasmanian costs, which
inelnde depletion and amortization, is seen thut a tarY of at least 3 cents per
pound is necessary for the preservation of the American slab zine industry
on 1 reasonably prosperous hasis,

Respecrfully submitted,

AMERICAN ZiINe, Leap & Sakvring (o,
By WiLLtam A, Qce, President.



286 EMERGENCY TARIFF,
STATEMENT OF MR. J. W. SCOTT, GRAND FORKS, N. DAK.

The Ciamyan. You have known, Mr. Scott, of course. of the de-
pression in the price of wheat in the Northwest which has resulted
in the past few months. .\s a producer of grain you have naturally
looked into the subject of the causes of that. Can you give the com-
mittee any information that will be of use to it on that question?

Mr. Scorr. On the cost of production?

The CniamrmaN. No: on the causes of the slump in the price.

Mr. Scorr. As I see it in North Dakota, the real cause for this big
slump was this Canadian wheat coming down in such great quanti-
ties that it took the place of our wheat and depressed our market.
I might say. I suppose, that the bears took advantage of these con-
ditions, and they can help it along by selling immense quantities of
wheat that does not exist. I believe they do some harm sometimes in
that way. But. on the other hand, they have got to buy that wheat
back. There is no way that they can avoid buying it back, and it
seems to me that if they depress the price when they are selling it
they must to some extent, anyway, put the price up when they buy it
back—and they have got to buy 1t back. .

The Cnamyan. That is, the man they sell to must buy it back?

Senator McLeax. Noj; they have got to buy it back.

Mr. Scorr. They have got to. Tﬁere is no way that theyv can get
around it. They have got to buy it back. and they have got to buy
it back in the market where they sell it. If they sell in Minneapolis,
they have got to buy it back there. If they sell in Chicago, New
York, or Duluth, they have got to buy it back there. Our Democratic
friends up there were the first ones to ask the President for an em-
bargo, in our State, that I know of: but we all think, both the Demo-
crats and the Republicans, that this Canadian wheat coming into
the United States was the main cause for depressing the price away
below the cost f production. Every farmer that sold after October
came in, sold his wheat at a loss.

The CHAIRMAN. And this immense amount began to come in in
September?

r. Scorr. Yes, sir: in September I guess the greatest amount
came in. It kept coming from September right along up to the close
of navigation, Their whent comes into the United States principally
by water from Port Arthur and Fort William. It comes down the
Lakes. That is the cheapest way.

The CHamrMAN, Is there anything else vou want to say?

Mr. Scorr. No: nothing, unless you wish to ask any further ques-
tions.

The Cuarman. I have no further questions. Have you. Senator
McLean?

Senator McLeax. No. .

The Crarrvax., We are very much obliged to you, Mr. Scott.

Mr, Scorr. Not at all, sir.

The CuamrmaN, I want to put into the record, following the testi-
mony of Mr. Scott, a letter from the Farmers Grain Co. upon the
subject of abolishing future trading in grain, and I ask that the
reporter enter it in the record.

9




STMERGENCY TARIFF, 287

(The letter referred to is as follows:)
THE FARMERS GRAIN Co.,
Derils Lake, N. Dak., January 10, 1921,
Senator P, J, McCuMBER, :
Washington, D, C.

DEAR Sik: There arve several propositions hefore Congress, ag we understund
it, to ubolish future trading in grain, While we will readily admit that nerve
has been abuses of futuve trading in the past, and especially this Just fall, we
are afrnid that if Congress changes our present marketing machinery they
should be very sure that something workable is put in its place, It not,
losses will result to the interests that it is atmed to help.  The farmers’
elevators have materially changed the country end of grain marketing rormo
what it was 20 years ago, and it has undisputably been to the advantage of
the grain growers. If hedging is abolished, we think we wontd all be put out
of business, as we do not think we could get credit and be financed without
hedging our purchases. Grain would undoubtedly have to to be hought on
larger margins to cover the greater risks, and that would have to come out of
the grain growers' pocket,.

We have watched carefully the Qifferent plans proposed by different farmers'
organizations and have not yet seen any practical, working plan that is ready
to tuke the place of what we have now—grain exchanges, with their chance
to hedge your purchases.

We represent directly 18 country elevators that this company owns, but
indivectly all the farmers' elevators in the State. Take hedging away and we
can not continue business,

: Respectfully,
THE FARMERS GrAIN Co.
By OLE SERUMGARD, Manager.,

(Thereupon, at 4.30 o’clock p. m., the committee adjourned, to meet
at the call of the chairman.)
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