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DYESTUN'FS.

MONDAY, DECEMBER 8, 1019,

UN1TED STATES SENATE,
SuncoMMITTEE OF COMMITTEE ON F‘INANOE,
Washington D. C.

The subcommittee met at 10 o’clock 2. m. in Room 3812, Senate

Office Building, on the call of the chairman, Hon. James E. Watson
(chairman) presiding,
NPresent: enators Watson (chairman), Cwitis, Simmons, and
ugent.
enator WatsoN. The committee will come to order.
The subcommittee has been called together this morning for
hearing on H, R, 8078, which bill is as follows:

{H. R. 8078, 8ixty-sixth Congress, first session.]

AN ACT To regulate the importation of conl-tar products, to promote the establishment
of the manufacture thercof in the United States, and, as incldent thereto, to amend the
act of September 8, 1016, entitled “An act to increase the revenue, and for other pur-
poses,”

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress uasgsembled, That title 5 of an act entitled “An
act to incrense the revenue, and for other purposes,” approved September 8,
1916, he, and heveby is, amended to read as follows:

“Sec. 500, That on and after the day following the passage of this act,
except as otherwise specially provided for in this title, there shall he levied,
collected, and pald upon the articles numed in this section when imported from
any forelgn country Into the United States or any of its possessions, except
the Philippine Islands, the islands of Guam and Tutufly, the Virgin Islands,
and the Canal Zone, the ratex of dutiex which are prescribed in this title,
namely :

“ FREE LIST.

“Group I. Acenaphthene, anthracene having a purity of less than 30 per
cent, bhenzol, carbazol having a purity of less than 63 per cent cumol,
cymene, fluorene, methylanthracene, methyluphthalene, naphthalene having a
solidifying point less than 79° centigrade, pyridin, quinolin, toluol, xylol,
dend or creosote oll, anthracene oil, pitch of coal tar, pitch of blast-furnace
tar, pitch of oil-gas tar, pitch of water-gas tar, crude coal tar, erude hlast-
furnace tar, crude oil-gas tar, crude water-gas tar, all other distillntes of
any of these tars which on belug subjected to distillation yield in the portion
distilling helow 190° centigrade a quantity of tar aclds less than 5 per cent
of the original distillate, all mixtures of nny of these distillates and any of
the foregoing pitches, and all other products that are found naturally in coal
tar, whether produced or obtained from coal tar or other source, and not
otherwise specially provided for in this title, shall be exempt from duty.

‘ DUTIABLE LIST,
“Group II. Acetanilid not suitable for medicinal use, alphanuphthol, amido-

henzole acld, amidonaphthol, amidophenetol, amidopheno), amidosalieylie acid,
38
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aminoanthraquinone, anilin ofl, anilin salt, anthraquinone, arsanilic acid,
benzaldehyde not suitable for medicinal use, benzalchloride, benzanthrone, hen-
zidin, benzidin sulphste, benzoic acid not suitable for medicinal use, benzo-
quinone, benzoylchloride, benzylchloride, betanaphthol not suitable for medicinal
use, brombenzol, chlorbenzol, chlorophthalic acld, cinnamic acid, cumidin, de-
hydrothiotoluidin, diaminostilbene, dianlsidin, dichlorphthallc acld, dimethyl-
anilin, dimethylamidophenol, dimethyiphenylbenzylammoniumhydroxide, di-
methylphenylenediamin, dinitrobenzol, dinitrochlorbenzol, dinitronaphthalene,
dinitrophenol, dinitrotoluol, dioxynaphthalene, diphenylamin, ethylbenzyl antlin,
hydroxyphenylarsinic acld, metanilic acld, methylanthraquinone, naphthyl-
amin, naplithylenediamin, nitranilin, nitroanthraquinone, nitrobenzaldehyde,
nitrobenzol, nitronaphthalene, nitrophenol, nitrophenylenediamin nitrosodi-
methylanilin, nitrotoluol, nitrotoluylenediamin, phenol, phenylenediamin, phe-
nylhydrazine, phenylnapthylamin, phenylglycocoll, phenylglycocoll-orthocarbox-
ylic acld, phthalic acid, phthalic anhydride, phthalimid, resorcin not suitable
for medicinal use, salicylic acid and its salts not suitable for medicinal use,
sulphanilic acld, thiocarbanilid, thiosalleylic acid, tetrachlorphthalic acid,
tetramethyldinminobenzophenone, tetramethyldinminodiphenylmethane, toluol
sulphochloride, toluol sulphamid, tribromphenol, toluidin, tolidin, toluylenedi-
amin, zylidin, or any sulphoacid of sulphoacid salt of any of the foregoing,
or of any of the products provided for in Group I; all other products by what-
ever name known which are employed in the manufacture of any of the
products provided for in Group II or III and which are obtained, derived, or
manufactured in whole or in part from any of the foregoing or from any of
the products provided for in Group I; anthracene having a purity of 30 per
cent or more, carbazol having a purity of 65 per cent or more, metacresol
having a purity of 90 per cent or more, naphthalene having a solidifying point
of 79° centigrade or above, orthocresol having a purity of 90 per cent or
more, paracresol having a purity of 80 per centum or more; all distillates
of coal tar, blast-furnace tar, oil-gas, tar, and water-gas tar, which on being
subjected to distillation yield in the portion distilling below 190° centigrade
a quantity of tar acids equal to or more than & per cent of the original dis-
tillate; all mixtures, including solutions, consisting in whole or in part of any
of the foregolng except sheep dip and medicinal soaps, not otherwise specially
provided for in this Act; all the foregoing not colors, dyes, or stains, color
aclds, color buses, color lakes, leuco-aclds, leuco-bases, indoxyl, indoxyl com-
pounds, ink powders, photographic chemicals, medicinals, flavors, synthetic
resin-like products, synthetic tanning materlals, or explosives, and not other-
wise specially provided for in this title, 40 per cent ad valorem,

‘ Group XII. All colors, dyes, or stains whether soluble or not in water, color
aclds, color bases, color lakes, leuco-nclds and leuco-bases whether colorless
or not, indoxyl and indoxyl compound; ink powders; photographic chemicals;
acetanilid suitable for medicinal u-e, acetphenetidin, acetylsalicylic acld, anti-
pyrine, benzaldehyde suitable for medicinal use, benzolc acld suitable for medi-
cinal use, betanaphthol suitable for medicinal u e, phenolphthalein, resorcin
suitable for medicinal use, sulicylic acid and its salts suitable for medicinul
use, salol, and other medicinals; sodium benzoate; raccharin, methylsalicylate,
coumarin, and other flavors; synthetic phenolic resin and all resinlike products
prepared from phenol, cresol, phthalic anhydride, coumarone, indene, or from
any other article or material provided for in Group I or I, all of these products
whether in a solid, remisolid, or liquid condition; synthetic-tanning materials;
plerie acld, trinitrotoluol, and other explosives except smokeless powders; all of
the foregoing when obtained, derived, or manufactured in whole or in part
from any of the products provided for in Group I or II; natural alizarin and
natural indigo, and colors, dyes, stains, color aclds, color ba-es, color lakey,
leuco-aclds, leuco-bases, indoxyl, and indoxyl compounds obtained, derived, or
manufactured in whole or in part from natural alizarin or natural indigo;
natural methy! salicylate or oil of wintergreen or oil of sweet birch; natural
coumarin; and all mixtures, including solutions, consisting in whole or in
part of any of the articles or materials provided for in this group, 45 per
centum ad valorem,

“ Sgc. 501. That on and after the day following the pacsage of this act, in
addition to the dutles provided in section 500, there shall be levied, collected,
and paid upon all articles contained in Group II a special duty of 6 cents per
pound, and upon all articles contained in Group III a‘special duty of 7 cenls
per pound: Protided, That the special duties herein provided for on colors,

- dyes, or stains, whether soluble or not in water, color aclds, color bases, color
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lakes, leuco-uelds, leuco-bases, indoxyl and indoxyl compounds, shall be based
on standards of strength which shall be established by the Secretary of the
Treasury, and that upon all importations of such articles which exceed such
standards of strength the speclal duty of 7 cents per pound shall be computed
on the welght which the article would have if it were diluted to the standard
strength, but in no case shall any such article of whatever strength pay a
special duty of less than 7 cents per pound: Provided further, That beginning
six months after the date of passage of this act no package containing any
such color, dye, stain, color acid, color base, color lake, leuco-ncid, leuco-base,
indoxyl, or Indoxyl compound shall be admitted to entry into the United States
unless such package and the involice shall bear a plain, conspicuous, and truly
descriptive statement of the identlty and percentage, exclusive of diluents, of
such color, dye, staln, color acld, color base, color Iake, leuco-ncid, leuco-ba-e,
indoxyl, or indoxyl compound contained therein: And provided further, That
beginning six months after the date of passage of this act, no packages con-
taining any such article shall be adnitted to entry into the United States If it
or the invoice bears any :tatement, design, or device regarding such article or
the Ingrcdients of substances contained therein which is false, fraudulent, or
misleading {n any particular. In the enforcement of this section the Secretary
of the Treasury shall adopt a standard of :trength for each dye or other
product which shall conform as nearly as practicable to the commercial
strength in ordinary use in the United States prior to July 1, 1914,

“The Secretary of the Treasury is hereby authorized to muke regulations
for the enforcement of the provisions of this title,

“See. 502. That paragraphs 20, 21, 22, 23, 179, 394, 452, and 514; and the
provision for salicylic acld in paragraph 1; and provisions for salol, phennl-
phthalein, acetanilid, acetphenztidin, antipyrine, acetylsalicylic acld, and aspirin
in paragraph 18; and the provision for benzoate of soda in paragraph 07; and
the provisions for carbolic and phthalic aclds in paragraph 387 of an act en-
titled ‘An act to reduce tariff duties and to provide revenue for the Govern-
ment, and for other purposes,’ approved Octoher 3, 1013, are hereby repealed:
Provided, That all articles which may come within the terms of paragraphs 1, 3,
14, 29, 37, 46, 03, 501, and 538 of said act of October 3, 1913, as well as within
the terms of Group I, TI, or TII of section 600 of this act, shall be assessed
for duty or exempted from duty, as the case may be, under this act.

“ Sec. 503. That on and after the day when this act shall go into effect all of
the foregoing goods, wares, and merchandise previously imported, for which no
entry has been made, and all of the foregolng goods, ware<, and merchandise
previously entered without payment of duty and under bond for warehousing,
transportation, or any other purpose, for which no permit of delivery to the
importer or his agent has been Issued, shall be subject to the duties impo- ed
by this act, and to no other duty, upon the entry or the withdrawal thereof:
Provided, That when duties are based upon the weight of merchandise deposited
in any public or private bonded warehouse said dutles shall be levied and col-
lected upon the welght of such merchandise at the time of its entry.

* Skc, 503 (a). During the perlod of two years after the date of the approval
of this act it shall be unlawful for any person or persons or corporation to im.
port or bring into the United States, or any of its possessions, except under
license previously obtained, as hereinafter provided, from the United States
Tarift Commission, any of the produects enumerated in section 500 of this act,
or any product derived directly or indirectly from coal tar, including crude
products and intermediate products, as well as dyestuffs, medicinals, and other
finished products, and including mixtures and coinpounds of such products and
other produets.

“To meet the reasonable expenses of the United States Tariff Commission
in the execution of the duties imposed upon it by this act, the cost of main-
tenance of n suitable office at a place to be designated by the commission, the -
commission may charge a reasonable fee for the issue of each license, Should
the moneys received from such fees in any year be less than the sald expenses
the deficiency shull be paid out of the appropriation for *expenses of collecting
the revenue from customs,’

“Sec. 503 (h). The snid United States Tarift Commission shall issue licenses
to import for domestic consumption such of the products covered by section
[i03 (a) of this act, as may be unobtainable from domestic sources and also
such and such only of the said products as may, though obtainable from do-
mestic sourcés, be unobtainable on reasonable terms as to price, quality, and
dellvery. Tae commission shall limit the issue of liccnses to import any -
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product ag nearly as may be to the quantities required by the actual current
needs of the consuming industries in the United States, having regard to the
necessities of such industries as are unable to determine beforehand thelr re-
quirements. Nothing herein contained shnll authorize the commission to refuse
a lieense to n nmnufacturer, persen, or agent to import for actual use by the
manufacturer a foreign dye when such domestic dye of equal quality is not im-
mediately available for his use. The commission in passing upon applications
for such licenses may regulate its own practice and procedure, but shall so
regulute the same as to prevent all avoldable delay.

Y Sk, 303 (¢). Any produet de<cribed in section 503 (1) of this it which
shall be imported into the United States or any of its possession without
license, as provided in sald section 503 (n), shall be forfeited and shall be
destroyed whenever and wherever found.

“ Sre. 503 (d). Any person subject to the jurlsdiction of the United States
who shall, either as principal or us accessory, fiport or attempt to import or ald
in fmporting any produet described in section 503 (a) of this act without
license as therein provided shall be fined not exceeding 85,000 or the value of
such product at the time of Importation, whichever shall be greater, or shall
he imprisoned for not more than one year, or both,

“ Skc. G04. Except as otherwise herein speclully provided, this act shall take
offect on the day following its passage.”

Senator Warson, After talking with other members of the sub-
committee who are present this morning—and all of the members
will be present at later sessions, being detained at this time, some of
them—our thought is that the proponents of this measure, having
the affirmative of the issue, make the first statement, and the sub-
committee will determine from time to time as to the course of the
proceedings; but in the meantime we do not desire that more than
two persons shall be heard from any one angle of this question.
We can then determine as to the further order.

Mr. Choate, are you the first witness? "

Mr. Cuoarr. I am hardly a witness, Mr. Chairman, but rather
apgem' as counsel for the American Dyes Institute. )

Senator Warson. If you wish to make a statement the subcommit-
tee will be very glad to hear you at this time,

My, Cuoare. T thank you,

Senator Warson. Just state yonr full name, address, and the ca-
pacity in which you appear.

STATEMENT OF JOSEPH H. CHOATE, JR, ESQ, NEW YORK,
COUNSEL FOR AMERICAN DYES INSTITUTE.

Mr. Cruoare. Mr, Chairman and gentlemen of the committee, my
name is Joseph H. Choate, jr.; my residence is New York; and I
am appearing before you as counsel for the American Dyes Institute,
an association which includes the makers of, I think, upward of 90
per cent of the dyes produced in the United States, and nearly all
those makers who produce a substantial quantity.

At this time I merely want to make a brief opening statement and
=all your attention to what we hope to show and prove in regard to
‘he dye industry and give a brief explanation of the bill,

Our proposition is that the dye industry is of such supreme im-
portance as to be absolutely—and I do not mean relatively; I mean
absolutely—necessary to the continued prosperity and safety of the
country; that on it depends the nationa{ defense, the security of the
country; that on it depends the progress of scientifie, particularly
medicinal, chemistry, the progress of industrial chemistry, and
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through industrial chemistry the progress of industry generally; that
on this industry are economically dependent other industries which

roduce three billions of dollars of goods each year, with three bil-
ions of dollars more dependent upon this industry ; that the German
competition to which our new industry will be exposed after traffic is
reopened will be so unscrupulous, so reckless, so powerful that spe-
cial protection is required for our new industry to survive; that our
new industry has been developed by great and patriotic sacrifice to
a point it deserves to survive; and that it ean not survive unless some
protection more than the antidumping legislation or any conceivable
corrupt-practice legislation is afforded.

With these ideas in mind, we have asked you to call a number of
witnesses, coupled with the chairman’s request that not more than
two of them will show you the relations of chemical warfare, me-
dicinal science, ete., to the chemical industry and to the industries
which use the product of the dye industry. We wish to call wit-
nesses to show the condition of the German industry at this time and
of the American industry at this time; and we think that the testi-
mony which they will give will enable you to see that the conten-
tions which we make are unescapable.

The bill itself comprises two features; in the first place, an ordi-
nary tariff bill, prividing for a free listing consisting of those crude
products which are produced as readily in this country as anywhere
clse and as cheaply; secondly, intermediates, on which very compli-
cated manufacturing processes have been applied, and which are
subjected to a duty lower than that on the finished products, a
specified ad valorem; and, finally, on cempleted manufactured
products, upon which a higher duty is imposed.

The rates imposed upon the products were selected by the Ways
and Means Committee of the House practically without suggestion
from the American Dyes Institute or from any other persons inter-
ested. It is our contention that no human being can state with any
accuracy the relative costs of production in Germany and the United |
States to-day, and therefore we were unable to give the Ways and
Means Committee of the House the assistance which they usually
ask and desire in that matter. T make this statement to show you
that we are not responsible for the rates made there. We do contend
that they will afford no substantial protection, particularly in view
of the extraordinary nature of the exchange prevailing between
the two countries to-day which cuts normal German prices to one-
fifth the normal figure, )

In addition to the rates in the Honse bill, it incorporates the so-
called license plan. The license plan is a selective embargo, if I may
eall it such, which is intended to shut out absolutely for a limited
time those products which are made in this country and also those
which are not necessary——

Senator Smmdyons (interposing). Without reference to whether
they are made in sufficient quantities or not.

Mr, CHoAaTE. I am coming to that.

It is intended to shut out only those made in this country which
are made on satisfactory terms as to price, quality, and time of de- .
livery. The idea is to shut out what is not needed.

Senator Nucent. What about quantity?
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Mr. Croare, Yes, siv; as to quantity. To shut out what is not
needed, and to let in_everything that is needed. That, obviously,
gives protection to industry in some flexible way. . :

Nine hundred and sixty-odd dyes were imported into this country
before the war. Three hundred and odd dyes are made in this coun-
try to-day. New ones are being placed upon the market every week,
and almost every day. Accordingly, no hard-and-fast rule can be
Laidddowndforthwith in legislation and some flexible system has to

e adopted. .

. 'The only system that has been suggested to this day has been the
license system which was adosted by Great Britain at quite an
earl{ stage and has now been adopted by France, in each case bein

applied for 10 years. Under this system, as provided in this bi

also, none of the products covered by the in.ll are allowed to be ad-
mitted to entry unless and until the 1mport is licensed by an appro-
priate body, This body in our bill is directed in mandatory language
to grant all applications for license when the product in question
is not made-in this country on satisfactory terms as to quality, price,
and delivery. So that unless somebody fails in the duty impose

upon him by the mandatory language of the act, any man who re-
quires, needs, or wants, irrespective of its purpose and irrespective
of his personnel, whoever he may be, importer or manufacturer, Ger-
man or American, or whatever his purpose, can get what he wants by
im%orting it if he can not get it on fair and satisfactory terms out
of home manufacture. . .

As originally gresented, this bill followed the plan adopted .in
Great Britain and France. It created a new commission consistin,
one-half ‘of consumers and one-half dye makers, with a neutra
chairman, the idea being to get a balance vote, so that in case the
interests of the two industries conflicted and there should be a
deadlock it would be solved by a neutral chairman connected with
neithér industry. . .

. The original bill provided that the commission should be ap-

pointed by the Executive. That provision was deleted by the Ways
and Means Committee of the House, who substituted a commission
to be selected b{ the trade associations, which was perfectly satis-
factory to everybody connected with the industry, for they did not
care how the members of the commission were selected so long as
selected from experts in the two industries. 'After the bill came into
the House, however, doubts were expressed as to the constitutionality
of a commission so composed to administer the powers delegated by
this bill, and accordingly in the House the tariff commission was
substituted as the licensing body. In some respects it is a highly
appropriate licensing body, because it already has information and
has the means of obtaining information that no other body has,
However, I might state that I understand it does not consider itself
an appropriate body for the purposes of this bill.

Senator Simmons. Why not$

Mr. CroaTe. Because 1t has not administrative functions at pres-
ent, I think it could, however, easily acquire them,

Senator Simmons. If it is competent to administer the tariff it
ouﬁht to be competent to administer those powers,

r. CHoaTE. It does not administer the tariff, but informs the
Congress in regard to the tariff. .
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Senator Simmons, Which is worse.

Mr. Croate. Which is more difficult. L

The bill provides that the expense of the Tariff Commission in the
execution of the duties imposed upon it shall be met by the chargm§
of a license fee. This has been criticized by some persons, and
think with some fairness, as imposing a duty on the Tariff Commis-
sion that would be un})leasant. I think it would be more desirable
that the expense should be met by an outright appropriation, but
that is a detail which need not concern us at this time, The thing
to remember in this connection is that the license plan is a mere
attempt to provide a flexible partial embargo; to furnish the pro-
tection which a tariff alone can not furnish under the circumstances,
and without which we believe and submit that our new industry
can not survive,

Mr. Chairman, I have submitted a list of witnesses who will pre-
sent you the various aspects of the question with which I have dealt,
and I should like very much and will submit with all humility that
the chairman call them in the order of the names t;:(i;iven, and after
the witnesses named in the list have been exhausted I suggest that
the members of the American Manufacturing Chemists’ Associa-
tion, who have come down here to pfesent their views on this matter
independently, be given an opportunity to be heard. I understand
they will be very brief.

Senator Curtis. Have you some one man who can cover nearly all
this subject without our hearing 40 or 50 witnesses? :

Mr. CuoatTe. Senator Curtis, I think there are several men who
could do it, but we do not like to give second-hand information.
We would prefer to give you first-hand information, so that when
you ask a question you may get an authoritative answer and not
the mere say-so of myself or somebody else.

I do not think the method we have adopted will take very much
more time; in fact, I doubt if it will take any more time and think
you will find their statements very interesting.

Senator Curmis. All right.

Senator WarsoN., Who is your first witness, Mr. Choate?

Mr. CrHoAaTE. The first witness is Gen, Sibert,

S.Eentator Warson. The committes will be very glad to hear Gen,
ibert. )

STATEMENT OF MAJ. GEN. W. L, SIBERT, DIRECTOR UNITED
STATES CHEMICAL WARFARE SERVICE, WASHINGTON, D. C.

Senator WatsoN. Gen. Sibert, give your name and present position.
Gen. Sipert. William L. Sibert; I am now director of the Chemi-
cal Warfare Service, and a major general in the Army, at Wash-

ington, D. C. :

%tenator Wartson. How long have you been director in the Chemi-
cal Warfare Service?

Gen. SiBerT. Since its organization as such. The work was under-
way under various heads before, but when it was consolidated under
one agency I was made director of the service. :

Senator WarsoN. Now, Gen. Sibert, you may proceed in your own

.way to make your statement.
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Gen. Sipert, I was directed by the War Department to appear
here this morning to answer any questions or to make a statement
concerning the relation of the chemical industries, especially the
dyestuffs industry, toward preparation for chemical warfare,

Senator WarsoN. You may proceed.

Gen. Simpert. I have been very much impressed during the war
by a statement which I read somewhere that every great chemical
industry was a potential arsenal. If you examine the products of
any large chemical plant you will find that some one or other of its
products is necessary in the production of high explosives, toxic
gases, medicines, or some other substance essential in war, This is
more nearly true in the dyestuff industry than in any other industry.
In the destructive distillation of coal incident to the manufacture
of dyestuffs we find that certain products are obtained which are
essential to the manufacture of high explosives. Five of our most
important gases have, as one of their constituent elements, either a
by-product or an intermediate product formed in the manufacture
of dyestuffs,

e found in the beginning of this war that only about 30 per
cent of the ovens engaged in the production of coke were using the
by-product method. During the war that increased to 50 per cent—
that is, we were utilizing and saving at the end of the war about
one-half of the by-product from the destructive distillation of coal
in the manufacture of coke, and 50 per cent of it was still going to
waste and not being used.

Germany, as I understand, furnished about 90 per cent of the
dyestuffs of the world at the beginning of this war. That meant
that she had available all the material that she could possibly
utilize in the manufacture of high explosives for shells; it meant
that she had available all the material she needed in the manufac-
ture of certain gases—in the manufacture of many of her dyes
she utilized chlorine, which is not a direct product of the distilla-
tion of coal but is essential to the dyestuff industry., Chlorine is
the basis of more than half of our gases; and the five I mentioned
must have as an element one of the direct products of the distilla-
tion of coal,

One may readily see, therefore, that a nation which has no dye
industry is weak in high explosives, weak as to its capability to
manufacture gases, medicines, and many other products. This Na-
tion was especially weak in this respect at the beginning of the war.

The value of these great chemical plants is threefold: First, the
phase that I have covered; second, the plants themselves are of great
military value because nearly all of them can, with slight changes,
be made to manufacture things needed in war; and, third, the plant
personnel is a great war asset. )

After the spring drive of the Germans in 1918—which, by the
way, almost defeated the Allies through the unexpected use of gas
in quantities that had never been dreamed of before—it was decided
to increase by 800 per cent our %ogram in the manufacture of mus-
tard gas in this country. Col. Walker, who had charge of our gas
production division, held a meeting at Baltimore, at which I was
present, to determine how we could meet the situation. Mustard gas
1s made from salt, sulphur, and alcohol. That is, these are the basie.
materials used in the manufacture of this gas. We found that we
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could get the sulphur, and we could make the chlorine and we could
get the alcohol, but when the question was put up to manufacturers
a8 to the nctual making of mustard gas none of them wanted to at-
tempt it, because they said they had no trained personnel. They did
not have men who had the necessary experience to justify their at-
tempting to make such a dangerous substance, So the Government
concluded that it would have to make this material itself. However,
later on two or three manufacturers decided to try it. I mention
this experience to show the value that such personnel would have in
this country. TIf we had great chemical industries, such trained per-
sonnel would be always available,

Senator Warsoxn, Does the manufacture of mustard gas have any-
thing to do with the dyestuffs industry itself? In other words, is
there any relation between those two industries, aside from per-
sonnel ?

Gen, Sisert. Not directly.

Nevertheless, in the manufacture of many of the dyes, chlorine is
essential, which would mean that chlorine plants would have to be
developed in our country along with the dye industry.

Senator Warsox., To what extent did our dye industries in this
country manufacture high explosives at the close of the war that
wero used in warfare?

Gen, Sipert. I can not give you the figure, but it was an immense
amount, and it met the situation at the close of the war. We were
meeting the situation then,

Senator Watsox. That is to say, you were supplying the demand
of the American Expeditionary Forces?

a ng Sipenrr, We had plants and had started production that would
0 10,

Senator Watson. How soon?

Gen. SiserT. I think you better ask the Ordnance Department that
question. I can answer that question with respect to gas better than
T can with respect to high explos;ves, -

Senator Warsox. Very well; what do you say about it with refer-

ence to gas?
"~ Gen. Smpert. We were manufacturing gas at the end of the war
faster than Germany, England, and France all put together. We did
not have the projectiles in which to put this gas, but we shipped to
France nearly 4,000 tons of gas in containers that went into shells
that were made in France and England, and we got our shells from
France primarily.

Senator Warson. Was that gas made in the dye plants in the
United States?’

Gen. Sisert. No, sir. ‘

Senator Warsox. What is the relution, then, between the manu-
facture of dyes and the manufacture of gas?

Gen, Sipert. Five of our gases have as one of their constituent
parts material produced in the manufacture of dyestuffs. In the
preparation of toxic gases, high explosives, and dyestuffs up to a

. certain point the same substances are produced. The process, in other
words, 1s the same up to this point when these substances become
the raw materials used in the production of either a toxic gas, a high
explosive, or one of the dye materials, as the need may be. The
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dyestuff industry, therefore, may be said to furnish the necessary
ingredients for either toxic gases or high explosives, .

enator Simymons. A chemical plant furnishes the material and
thex}1 you ?use that material so as to produce high explosives or gas;
is that it

Gen. Smsert, Yes., The distillation of coal or of coal tar produces
materials which are constituents of gases, of high explosives, or of
the dyes. Toluol is an example of such a material. This is one
of the principal ingredients used in making such an explosive as
T, N. T, which we had adopted for use in our shells.

Senator Warson. You may resume your statement.

Gen. Sipert. There is another consideration, and that is, pre-
paredness for war—— .

Senator Siastons (interposing). Before you reach that point:
You have just stated that we manufactured a large quantity of gas
over here, more than France, England, and Germany all put to-
gether, or were doing it just before the war closed. Were we send-
ing it over there?

Gen, SiBert. Yes, sir,

Senator Sismons, Now, you did not state whether we were send-
ing any high explosives to the American Expeditionary Forces
or not.

Gen. Smert, You can get that from some representative of the
Ordnance Department, and I think from some of them present here
at this time.

Senator Simaons. I am asking you whether we were, as a matter
of fact, furnishing any part of the explosives to the American Ex-
peditionary Forces before the war closed.

Gen, Sisert. We were making them and, as a mattor of fact, had
Iarge quantities in storage. We also shipped explosive to Europe,
but to what extent I do not know. It was not a part of my duty to
know about that.

Senator Srmaons. Were we shipping it in quantity?

Gen. Siserr. I believe so.

Senator Sramons. In any great quantity?

Gen. Sisert. The Ordnance Department can answer that better
than I can, Senator. I did not have anything to do with that. I
do know that it went over there; they can tell you exactly how much
went over, however. ‘ .

Senator Siarmons, It was being produced in Government plants?

Gen. SmerT. It was being produced by contractors largely.

Senator Simmons. Explosives?

Gen. Sieert. Yes, sir.

Senator Simons. Altogether by contractors?

Gen, Sisert. Well, I am not posted along that line.

Mr. CroaTE. We can give you that information, Senator Simmons.

Gen. Smierr. My work was connected with gas matters and not
with explosives,
bcsena]tor Smvarons, All right. We will get that later on from sorae-

y else, :

Senator Watson. You may continue your statement, Gen. Sibert,

Gen. Sieerr. We found in this war that we were handicapped in
our activities by the necessity for developed electric energy and elec-
trochemical equipment. We could not manufacture chlorine, except
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by means of electricity. We had to_produce ten times our normal
supply of phosphorus, This required large electric furnaces which
consumed a great amount of electrical energy.

Senator WarsoN. Gen. Sibert, this inquiry is about the necessity of
establishing a dye industry in the United States. Of course, your
testimony will bear upon that as you show the necessity of the indus-
try in its relation to the manufacture of explosives and gases neces-
sary for the defense of the country, If you can show this committee
the relationship between products that are used in warfare and the
dye industry that will enlighten us,

Gen. Sieert. Well, this field I am on is along that line.

Sinator Warson. All right. You may proceed with your state-
ment.

Gen. SiBert. Any industry in this country, whether it be a dye in-
dustry or any other chemical industry, which demands and brings
into existence electrical ;;lants, is valuable, not only for commercial
purposes but also for military use. The dyestuff industry demands
such electrical equipment. .

1 believe that is all I have to say unless somebody wants to ask
questions,

Senator WarsoN, Of course, before the war we were making none
of these things, were we?

Gen. SiBerT, No, sir,

Se?nator Wartson. All that we now have were developed during the
war

Gen, SieerT. Yes, sir.  Germany before the war, in the manufac-
aure of certain dyes, such as Michler’s ketone, used phosgene, which
is one of the most poisonous gases known, I understand that in the
manufacture of these dyes or dyestuffs they had facilities to pro-
duce about 10 tons of this gas per day. We had no facilities to pro-
duce this or any of the other gases on anything like a war scale.

Senator WaTsoN. Does any other member of the committee wish to
ask Gen, Sibert any questions?

Senator Curris. I have none.

Senator NueenT. I do not wish to ask any questions,

Senator Simmons, That is all I wish to ask.

Senator Warson, That is all, then, Gen, Sibert. Wae thank you for
your attendance here.

Mr. Choate, who is your next witness?

Mr. Croate. Admiral Earle.

ES(lmator WatsoN. The committee will be glad to hear Admiral
arle.

STATEMENT OF REAR ADMIRAL RALPH EARLE, CHIEF OF BU-
REAU OF ORDNANCE, NAVY DEPARTMENT, WASHINGTON, D. 0.

Senator Warson. State your name, please.

Admiral Earte. My name is Ralph Earle; I am Chief of the
Eureltgll gf Ordnance, Navy Department, and have been since Decem-

er, .

Senator Warson. You may proceed with your statement.

Admiral Earce. Mr, Chairman, I have been agked to explain what
influence the protection of the dye industry would have upon the pro-
duction of explosives, and so forth, in time of war. As Gen. Sibert
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has stated, a large number of explosives depend upon coal tar and its
derivatives for their main body. Practically all the substances that
we use in our high explosives work, for loading shells, loading our
torpedo war heads, and loading our mines, depend upon the nitration
of some form of these distillates. .

During the war we used as much toluol as could be obtained, but
the production of that materinl was not sufficient, so that we were
led to adopt other substances, one of which was xylol; but the main
reason why we were short in this country, or one of the main rea-
sons, und I think the main one, was the fact that we had no well
developed dye plants in existence. Had we had such plants in exist-
ence we would not have been forced to build plants during the war,
at a tremendous expense to the Government and at great loss of time,
in order to produce toluol and xylol, not to mention phenols and
various other substances.

Senator WarsoN. In other words, if we had had a dye industry at
that time it would not have been necessary to build special plants to
make that product; is that it?

Admiral Eante, Well, it would take only about three weeks to
convert the most of the dye-making industries of the country directly
into war use, and, of course, without building plants. The Navy had
to build one for the manufacture of xylol-—one alone, and the Army
helped and encouraged evervbody to produce a larger amount of
toluol from illaminating gas, and so forth, .

Time is a very important element in these things, T mean in refer-
ence to war. Of course, we had time in this last war; there was no
invasion of our country threatened at any time. and therefore we
had time to do it. DBut from the standpoint of national defense we
do not think we ought to be put in that position again, and I think
it would be wise in time of peace to have industries fostered in this
country, by regulation or otherwise, so that we would be ready at any
time in the future,

As to the present situation, the war having concluded, these war
plants must, quite naturally, go out of existence, and the only way
to get distillation of by-products, and so forth, including conl tars
and gases, and increase production in this country, is by protecting
the dye industries.

Senator Simyoxs. In connection with your use of the word © pro-
tecting ? you mean by permitting the industry to become established ?

Admiral Earce. Yes, sir.

Senator Simmoxs. I like that very much better.

Admiral Earte, All right. Of course, the fact is, sir, that they
will be soon built up, that they will build up these expensive plants
and you will then have them. In other words, it appears to be a
very desirable thing from really three points of view: Ono is, with
the development of the industry there is brought about an erection
of these plants-—- ]

Senator Siyaons ( inter%)osing). Is there any other industry that
could provide those plants?

Admiral Earce, Not that I know of in time of peace.

Senator Simatons, Or in war?

]Admiml Earete. In war the Government may build chemical
plants.
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Senator Siyyoxs, I assume that none were built when the war
suddenly started. Is there any other industry except the chemical
industry that has plants that could be easily converted for the pur-
pose of producing these gnses and explosives?

Admiral Eare, You can obtain some of it from illmminating gas
plants, but that is the only source I know of outside of the chemi-
cal companies, There are not many of them now; that is, forming
any big production, .

genutor Siammoxns. Do illuminating gas plants supply these pro-
ducts in sufficient quantities?

Admiral Farce. No, sir.

Senator Siayons, But if we had a chemical industry well estab-
lished in this country it would at all times have sufficient plants that
would be easily convertible?

Admiral Earpe, It scems to me so from what little I can learn of
what is necessary in this dye industry. It requires extensive plants,
and that is one reascn why we must have them,

Senator Warsox. Your theory is that this chemical industry s
not so likely to be developed and plants constricted on a sufficient
scale apart from the dye industry.

Admiral Eavee, That is my iden, siv. That is the information T
obtained. -

Another point is, that after the dye industry is once developed—-

Senator Simyons (interposing). Would the chemical industry if
not engaged in the production of dyes; that is, would their plants,
the plants that they require, be of a kind or character that yon would
nce(}'f

Admiral Eanre, No, sir.

Senator S1myoNs, Then your theory about this is, I take it—or,
we have had the theory in this country for a long time that we have
not acted upon as fully as I think we should have acted upon it, that
in order to have at all times a sufficient auxiliary navy we ought to
establish a merchant marine.

Admiral Earce. Yes, sir.

Senator Srmyoxs, And require vessels to be built upon certain
specifications?

Admiral Eance. Yes, sir,

Senator SI1MMONS, According to specifications provided by the
Nuvy Department, so that they may be easily convertible into auxil-
iary vessels?

Admiral Earre. Yes, sir.

Senator Simmoxns. Your theory with reference to the dye industry
and the manufacture of necessary explosives and gases, is about
on a line with our old theory in reference to theymerchant marine?

Admiral EarLe. Exactly the same.

Seénator Siaaons, To use as an auxiliary of the Navy in time of
war

Admiral Earie. Yes, sir; exactly so.

Of course, to develop a dye industry would give you a large body
of trained men, who are essentinl from the standpoint of military
and naval preparedness. For instance, you must have them if you
are going to é)evelop plants for either the manufacture of gas or
explosives. You must have trained and experienced men for that

purpose.
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S%nator Warson. What explosives did we send abroad during the
war ‘

Admiral Earre, During the war the Navy’s principal explosives,
outside of powder, were, of course, trinitrotoluol and explosive D.
‘¥le 1}lsed trinitrotoluol in mines and torpedoes and explosive D in
shells,

Senator WarsoN. To what extent did you send them abroad?

Admiral Earre. Well, we met all demands in the Navy, sir, for
explosives. But in order to do it time was required, that 1s, I mean
to continue to do it we had to depend on plants that we had started
since the war.

Senator WaTsoN. That is, as far as these products are concerned
which you actually sent abroad?

Admiral Earce. Yes, sir.

Senator Watson. The dye industry had nothing to do with those
explosives?

Admiral Earee, No. sir,

Senator WarsoN, Those explosives were made in Government in-
stitutions?

Admiral Earie. Yes, sir; a portion of them. That is the point
I am making, if we had had plants and men we would have been
able to do it much more quickly and much more cheaply or eco-
nomically.

Senator Siararons. The Government, meaning the Navy, could
build these auxiliary vessels I was talking about a moment ago, but
it would take more time.

Admiral Earce, Yes, sir.

Senator Siyaons, If they had been already in commission you
could have converted them quickly.

Admiral Earre. Yes, sir.

Senator Simmoxs, And you make the same point about this
matter?

Admiral Earre. Yes, sir,

Senator Warson, It is simply a question of preparedness?

Admiral Earre, Yes, sir. 4

Senator NucenT. Is there any reason why the governmental insti-
tutions can not continue in being, that is, any particular reason?

Admiral Earre, There will be no incentive to manufacture or to
increa(s‘e distillation of toluol and xylol, for instance, if they are not
wanted.

Senator NucenT, Can not they be stored?

Admiral Earre, No, sir; there is no way we can pay for it or have
them stored.

Senator Warson. Is that all you have to say, Admiral Earle?

Admiral Earve. There is only one more point. I have brought out
two fpoints, but want to call attention to another point, and that is
the fact that the industry is of—

Senaor Srasrons (interposing). Before you leave that let me ask:
You say the Navy had to build these plants?

Admiral Earce. Yes, sir.

Senator Stmmons. How long did it require you to build and equip
these plants?

Admiral EarLe. Well, it took us a little over a year to get the
xylol plants going in the Navy. The toluol that we had been able to
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obtain up to that time had been sufficient; and the xylol plant came
into production in time, which was one year.,

Senator Nucent, Well, do the constituent elements of those high
explosives, ete., you have mentioned deteriorate if they are kept for
any length of time? .

Admiral Earre. Not necessarily so; no, sir.

Senator NuoenT. Could not they be stored in containers after hav-
ing been manufactured in one of these Government plants?

Admiral Earre. Yes, sir, What was left we have stored, of course.

Senator NugenTt., Could not they be manufactured in such quan-
tities in these Government plants as to supply what might reasonably
be determined to be a sufficient quantity to meet emergency?

Admiral Earce. That could be done, yes, sir; there is no doubt
about that. But, of course, a great many of the plants—and I am
speaking of the one the Navy built more particularly—that has been
dismantled already, and its machinery diverted to other uses.

Senator NucenT. Then, it is your judgment that so far as the
manufacture of these various elements that enter into high explosives,
ete,, is concerned, the Government could manufacture them at the
plants which ave now in existence, or which were in existence at the
close of the war, and that the matter of their manufacture is not
solely dependent upon the dyestuffs industry?

Admiral Earce. No, sirj not wholly, Of course—

Senator Siaymoxs (interposing). Aren’t you dependent upon the
_ dyestuffs industry for your basic material ¢

Admiral Earce. We are dependent upon it for our chemists and
trained men, ... ...

Senator Siyrmons. And they are quite as important as the matter
of material, aren’t they, or almost?

Admiral Earce. Yes, sir.

Senator NucenT. Can not the Government train them as well as
can the manufacturers of these dyestuffs?

_Admiral EarLe. We have no facilities in the Navy for doing this,
sir, now,

Senator Nueent, Can it be done, as a matter of fact?

. Admiral Earee, It could be done; yes, sir. Of course, we could
do it.

There is only one other point I wanted to speak about, and that
was, that the manufacture of dyes is a very intricate chemical work.
and in its manufacture it calls for men of the very highest skill an
chemical knowledge, and in that way it tends to research work and
a study of many abstruse and intricate problems, which will be
covereg by havinf a large body of chemists engaged on the subject,
a service we could not hope to obtain in any other way. But having
in this country a basic industry like the dye industry these men
will naturally be lined up with the industry and available on call,

Of course, I have only spoken of the use of the materials in con-
nection with explosives, and Gen, Sibert in connection with gases;
but the medical part of the problem is, as you know, about as big
a one as any other part. That is, of course, the health of the Army
and the Navy is a vital point during war. Right from the dye in-
dustry do wa get men who are working along the lines of synthetic

163564—20——2
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druﬁ manufacture, You know cancer is one of the biggest diseases
in the world, and, of course, looks to the dye industry alone for re-
lief. I do not know of any other place where we could get men
who could develop cures for such terrible diseases. But that is
not my point,

Senator Nveent. Do you consider that the manufacture of the
constituent elements to which you have referred would fall within
the general heading of armament, '

Admiral Earce. Well, yes, sir; under the general head of pre-
paredness.

Mr. Chairman, I have nothing more to add, I believe.

Senator Simyons. Admiral, Gen, Sibert was unable to tell us a
little while ago to what extent at the time of the close of the war
we were manufacturing and had already manufactured for use by our
forces abroad, explosives. He thought you could give us that infor-
mation,

Admiral Earce. For the Navy we were able to manufacture suffi-
cient explosives and were ahead. We were ahead of the demand.

Senator Siymmons. You manufactured them in this country ?

Admiral Earre. Yes, sir.

Senator Snrmoxs, Well, now, did youn get all your essential mate-
rials from the manufacturing plants in this country? .

Admiral Earire, Yes, sir,

Senator Spymyons. At the beginning of the war would those plants
have been able to furnish you with the essential materials?

Admiral Earce. No, sir. .

Senator Srmyoxns. What proportion would they have been able
-to furnish you of those materials at the beginning of the war?

Admiral Earir. Our figures on the amount of high explosives
needed for the Navy showed that we fell short about 60 per cent of
what “;e actually needed. In other words, they supplied about 40
per cent.

Senator Siarmons, Who supplied about 40 per cent?

Admiral EarLe, We could get toluol from plants then existing.

Senator Simarons, In existence at the beginning of the war?

Admiral Earce, Yes, sir.

Senator Sinmaons, At the close of the war they were furnishing
100 per cent?

Admiral Earce. Yes, sir. But I understand that the Army was
much shorter than the Navy, because theirs was a bigger problemn,

Senator Smaons, Did the plants succeed in furnishing the Army
all they required?

b x}dmirul Earte, Eventually they did, when the plants were
uilt up, )
deenat;)r Sivrons, Were those plants engaged in the production
of dyes

Admiral Earce. They were not dye plants. We did not have
mazly dye plants. If we had had, it would have been an easy
matter.

Senator Smimons, You are not speaking of materials secured from
dye plants, but outside of them? ,

Agmiral Earte. Yes, sir. If we had had dye plants we would
have had a sufficiency of gases, of toluol, and phenol, and xylol.
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Senator Siarsrons. Did you have to get any of these essential
materials from the dye plants?

Admiral Earre. We got some from the chemical plants. I do not
think that the dye plants, as such, were very large.

Senator WaTsoN. Were the chemical plants related to the dye
plants at that time? :

Admiral Earce, They are all related, They are all tied up in
these industries. .

Senator Warson, I believe that is all, Admiral. We thank you
for your attendance here.

Mr. Choate, who is your next witness?

Mr. Cuoate. Mr. Manning,

Senator Warson, The subcommittee will be glad to hear
Director Manning. :

STATEMENT OF MR. VAN H. MANNING, DIRECTOR BUREAU OF
MINES, DEPARTMENT OF THE INTERIOR, WASHINGTON, D. C.

Senator Warson. The subcommittee will be very glad to hear
from you, Dr. Manninga_ '

Director MANNING, Mr. Chairman, I am appearing to-day in the
interest of the whole by-product coal-tar industry.

On September 3, 1914, shortly after the war was declared with
Germany, the Secretary of the Interior called at Washington a
conference of some 25 chemical manufacturers and textile manu-
facturers for the purpose of ascertaining whether or not the Gov-
ernment could do anything toward the promotion of the dye in-
dustry. The newspapers were announcmﬁ the fact that with an
embargo placed upon the dye industry the United States would have
to look to some other agency than Germany to get a sufficient quan-
tity of dyes. -

At that time, I understand, there were only about six coal-tar dye
plants in the United States. At the present time there are about
160. I make that statement to show the stimulation given by the
Secretary of the Interior toward the development of the dye in-
dustry; I mean, as far back as September 3, 1914, On October 28,
1919, the Secretary addressed a letter to_Senator Lenroot in which
he gives his unqualified approval of bill H. R. 8078, which I under-
stand is hefore this subcommittee for consideration, Shall I read it?

Senator Watsox. T think not,

Director Maxyina. I would liké to submit it for the record. It
gives a statement of his feeling in the matter now.

Senator Warson. We will be very glad to have it go in.

Director MaxNING. The letter is here submitted to be included in
the record.

Ocroser 28, 1919,

My DEAR SENATOR: You will, I am sure, pardon me for urging upon you the ¢
need of early and immediate action on a bill which I feel is of the utmost impor-
tance to our industrial welfare, as well as for the country’s future prepared-
ness, I refer to House bill No, 8078, entitled “An act to regulate the importation
of coal-tar products, to promote the establishment of the manufacture thereof
1 the United States, and, as incident thereto, to amend the act of September 8,
1916, entitled ‘An act to increase the revenue, and for other purposes.’”

The bill above referred to has recel72d very careful attention from some of the
best of our country’s business men and receives their unqualified approval, and ]
think also the practically unanimous approval of the country’s chemical an¢
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technical men. When I say unanimous approval I, of course, understand that
there are certain interests, formerly connected with the importation of German
dyesuuffs, who, naturally anxious to continue their business after the war,
are themselves opposed. They have undoubtedly also influenced some of thelr
forner customers against the American industry In favor of the continued
importation of German dyes, They represent, however, only a few interested
partles and the country’s interests should not be allowed to suffer on account
of thelr opposition,

America has within itself every facllity in the way of raw materials, knowl-
edge, men, ete,, that 1s necessary for a great dye and chemical industry. During
the four years of the war when there has been no competition with German
dyes, nearly $400,000,000 have been Invested in Amerlcan dye plants, and the
Amerlean industry hus naturally made very great strides. Dye for dye and
color for color, the American-made dyes are equal in every way to any dyes
that Germany ever produced. There are, however, a considerable number of
dyes America has not yet produced, owing largely to the fact that they were
covered by German patents and the dye industry did not dare to undertake
their manufacture, The Chemical Foundation has, however, now taken over
all German patents, so that these patents are available to the American dye
fndustry, and the American factories are rapidly preparing to produce these
dyes, especlally the so-called vat dyes which are so necessary for the American

market. Under the licensing systemn of the War Trade Board only so much .

of these dyes could he imported as the War Trade Board allows. This licensing
power will, however, expire with the signing of peace, and, as Germany is
thoroughly aware of the situation and has large stocks of these dyes on hand,
the country could be flooded as quickly as steamers could come from Europe
with a supply of these dyes which the Germans would be willing to dump on
the American market in quantity, even at a considerable loss in order to throt-
tle the American industry.

These tactics have been pursued many times in the past, as the Alien Property
Custodian has so clearly and forcefully pointed out. There 18 no question but
that Germany 18 ready to use these tactics again the first opportunity. She is
especially willing to do so as England, France, and Japan have already estab-
lished a licensing system which will keep these German dyes out of those
countries, At the present time when the Amerlcan dollar is at such a premium
with reference to the German mark, no protective duty would suffice to keep Ger-
man dyes out of this country, and a virtual embargo is necessary if our industry
is to survive,

A dyestuffs industry has been shown very clearly to be necessary not only in
time of peace, but it is a basle industry for war, as it contains all the essentials
in the way of raw materlal, trained men, apparatus, ete,, for quick and easy
conversion into a munitions industry., It was through its dye Industry that
Germany was early prepared to make munitions and poison gases in quantity
and in this country the two industries have proven to be closely related and
in a sense interchangeable,

The bill ahove referred to plans for the importation in limited quantities of
any dyes which are not made in Amerlca, so that our people may have the ad
vantage of any colors made in Germany which are not produced here, but pre-
vents the flooding of this country with these dyes and cuts off their importation
whenever our own industry is prepared to supply them at a reasonable price.
The licensing proposition -is only proposed as a temporary expedient, as the
American producers are confident that within a short time they ean bring thelr
plants to a basis of productlon whereby they can compete on a commercial
seale with the entire world,

I sincerely trust the above bill may pass the Senate, as it has already passed
the House, before the end of the present Congress. If for any reason it can
not pass, I trust that a joint resolution continuing the powers of the former
War Trade Board, now the War Trade Section of the State Department, may
be passed,

Sincerely, yours,
FRANRLIN K. LANE,

The Hon. IRVINE LENROOT,

United States Senate, Washington, D. O.

I have a statement which I would like to make if the committee
will allow me.
Senator Warson. All right; we will be very glad to hear you,
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Director ManNINe, The life of any nation depends upon its source
of raw materials, and the development of our own domestic resources
by Americans is the most vital step in our preparedness for national
'secm'it;y and defense, . .

We have the raw materials and our infant industries should be en-
couraged to further develop the new industries that were initiated as
a result of the war, Many commodities were cut off during tha war
and the American capital and genius produced what was needed
through achievements that saved our Nation from humiliation if
not defeat. One of the most important achievements of American
scientific men brought about by war conditions has been the rapid
and efficient development of the dye industry in this country. Faced
biy a sudden and almost complete shortage of material, American
chemists, backed by American cu{)itul, acrepted the gage thrown down
by war conditions and the result has been something of which our
country can be proud. The question at issue now is whether this in-
dustry shall be continued or whether we shall go back to prewar
conditions and once more become dependent upon German products,
and not only lose the benefit of the commercial development of dye
manufacturing during the last few years but also lose the potential
industrial development that goes hand-in-hand with the manufacture
of coal-tar-dyes. In addition, we must face squarely the decision
as to whether we will or will not place ourselves on a preparedness
basis for future possible international troubles, or we shall lose the
favorable position we are now attaining along this line and once
more place ourselves in the position of being absolutely unprepared
as regards certain raw materials necessary for munitions should we
have another national crisis,

The importance of these facts was early recognized by the Secre-
tary of the Interior and the Bureau of Mines, for on September 8,
1914, the Secretary called together a conference of the leading manu-
facturers of coal-tar chemical and pharmaceutical products in order
to determine what aid the Government could render to bring about
the production of these materials, which previous to that time had
been imported. The result of this conference was a thorough dis-
cussion of the conditions which existed and a suggestion of procedure
to be followed to aid in the develonment of the dye industry. Sug-
gestions were made to the various departments of the Government
and the matter of the waste of products from coal and the effect that
elimination of this waste would have upon the War and Navy De-
partments was brought out.

The importance of the dye industry to Germany can not be meas-
ured in dollars and cents. Although her dye exports in 1914
amounted to $52,000,000, the commercial side of the subject was
entirely secondary, as has been shown conclusively by the results of
the war, Germany was practically cut off from foreign imports and
yet she was able to supply her armies with the necessary explosive
material almost entirely through direct or indirect connection with
her dye industry. Not only did she manufacture the actual material
for explosives in this manner, but her dye factories were easily con-
vertible into munition plants of various kinds, and the personnel was
used in the same manner. This fact can not be too strongly empha-
sized, and a full apprecjation of its importance is one of the para-
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mount necessities in connection with a proper estimation of the pres-
ent dye industry in the United States.

In 1914 there were not more than half a dozen companies in the
United States producing coal-tar dyes. The total number of these
dyes produced in Germany is nearly 1,000. At the present time
there are over 160 companies in this country producing more than
300 different individual dyes. This shows the splendid progr.ss that
has been made under very adverse conditions, It is one thing to
learn how to manufacture a few individual chemicals under restricted
import; it is another thing to learn how to make two or three hun-
dred different complex organic chemicals in a very limited time.
For this reason the American industry must have time as well as
money. Our chemists and manufacturers have made splendid prog-
ress in the past. We can not expect them to achieve in a few years
all of t;:e results that it has taken Germany more than half a century
to reach.

. The development of our national dye industry will not only mean
future independence from Germany, but more important still, the
utilization of our own raw products and the development of associ-
ated industries that are vitally tide up with dye }{)roduction. For
example, it will give us synthetic drugs for our Army, Navy, and
the general public; it will tend to increase the amount of ammonium
nitrate pmdll)lced. which has a direct benrinﬁ not only on munitions
but also on fertilizers. As further by-products, either directly or
indirectly nssociated with the manufacture of dyes, we have tar for
roads, various paving materials, roofing, waterproofing materials,
protective coatings, insulating materials, flavoring extracts, artificial
perfumes, photographic developers, and wood preservatives,

Therefore, in the production of these materials as a result of the
manufacture of coke, we are getting an increased efficiency in the
utilization of our natural resources which should be fostered in every
way. In addition to the large number of by-products which are con-
nected with the dye industry and have a direct use in times of peace,
some of which have been mentioned above, the development of the
* industry for preparedness purposes is of paramount importance.
Conl tar is the source of our most important explosives. From it we
obtain benzol, toluol, phenol, and naphthol, which are the base of
most explosives not only used in war times but also in connection
with blasting and for other purposes. From benzol is derived
tetranitroaniline and tetranitromethylaniline, which have in past
years assumed prominence as detonating explosives for projectiles,
mines, and torpedoes.

Many other derivatives of aniline have been useful as stabilizers
or as gelatinizing agents in nitrocellnlose powders. Toluol is the
source of trinitrotoluene or T, N, T., which has proved one of the
most efficient, if not the most efficient, explosives for use in shells,
. torpedoes, and mines. The nitrotoluenes are more extensively used
in explosives than any other nitroderivative compounds, The nitro-
naphthalenes are used as sensitizers in the “ short-flame » permissible
explosives of the ammoniumnitrate type. Pieric acid and certain
of the picrates are highly important as military shell explosives,

In a({:lition to the benzol, toluol, etc., the ammonia produced dur-
ing the coking process is a source of the nitrogen necessary for the
nitrating of toluol, etc., in order to give the final product.

L[4
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In the manufacture of certain series of coal-tar dyes use is made
of phosgene which was an important war gas and was largely used
both by the Germans and by the Allies.

" While a reasonable umport duty would handle the dye situation
under normal conditions and while the Longworth bill provides
for » duty which would undoubtedly be sufficient in normal times,
at present a temporary licensing system is necessary to enable the
dye industry of this country to build its necessary plants and to in-
stall its necessary apparatus for the manufacture of vat dyes which
are not as yet manufactured to any extent in this country. This
means simply a continuation of conditions for two years more which
have existed for the last five years. The industry could not go into
the manufacture of vat dyes chiefly because these dyes were all
patented and the dye industry did not dare to go into their manu-
facture until the patent situation was cleared up. This has now
been done by the taking over of the German patents by Govern-
ment agents so that they are available to our American manufac-
turers and many millions of dollars are ready to be invested in the
manufacture of vat dyes just as soon as the manufacturers are cer-
tain they can have an interim of two years to enable them to get
this part of the industry on its feet. If peace should be declared
without some form of a licensing system which would prevent the
importation of these vat dyes already manufactured in Germany,
vat dyes would be brought into the country in quantity and the
new industry would have no chance of existence. This is specially
true at the present time when the mark is worth only one-tenth of
its pormal value in American money, which in other words, means
that an American purchasing German dyes would have to pay one-
tenth the normal price, owing to the very favorable exchange.

I would like to answer Senator Nugent’s inquiry that he made
of Gen. Sibert and Admiral Earle as to whether or not the Govern-
ment should not use some of the explosive and war gas plants in
the manufacture of a part of the explosives and gases. My knowl-
edge of sume of the conditions forces me to the conclusion that these
materials would be made in such large quantities that it would be
impracticable to operate a great many of these Government plante
which were erected during the war to manufacture these materials
for future emergencies.

Senator Nueent. What was done in those plants during the war?

Director MaxxiNg. They were used during the war, but I thought
vour inquiry was whether or not they should be continued in opera-
tion.

Senator NueenT. T asked whether or not they could not be con-
tinued in operation and the materials produced by them be stored.

Director MaxNinG, I was answering the question as to the.im-

racticability of storing these materials and making them on such
arge scales,

Senator Nueent. Upon what grounds?

Director MaxNinG. For example, if the Government had kept the
plant at Nitro, W. Va., which T think cost the Government about
$80,000,000, to manufacture explosives, then would come the problem
of storing them for future emergencies. .

Senator WaTsoN. Germany stored very large quantities of war
materials, did she not, for many years before this war broke out?
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Director ManNing, Yes, sir.

Senator WarsoN. Do you know whether or not she stored any of
thése high explosives?

Director Manning. I do know, Senator, that Germany had some
500,000 tons, I think it was, of nitrate that was obtained from Chile,
I am not sure of the figures, But when that amount was depleted
Germany got her nitrates from the air.

Senator NucenT. Is not that what you were doing, Mr. Director?

Director MANNiING, Getting nitrates from the air

Senator NuGenT. Yes.

Director Mannine. No; we did not secure any from that source.
‘We had the plants at Muscle Shoals in preparation, but none of the
product became available.

Senator NucenT. They were not produced in any considerable
quantity ?

Director ManNiIne. No, sir; in fact, none were produced, so far as
I know, from the air. .

Senator WarsoN. Are you familiar with that question. Is it not
true that Germany had practically abandoned that plan before the
war was over?

Director MAxNING, Noj she had to resort to that plan when the
Chilean nitrates were exhausted. e

Senator Nueent, Was there any considerable quantity of nitrates
produced at the nitrate plants you have referred to?

Director Manning. I understand none.

Senator NucenT. Nitratescould have been produced there, though?

Director MANNING. Oh, yes,

Senator NuoenT. And preparations were rapidly being made for
that purpose? . :

Director MANNING. Yes, sir.

Senator NuoenT. And had not the war come to an end at the time
it did it is reasonable to assume that by this time large quantities of
nitrates would have been produced at those plants?

Director ManNing. I would not like to say “at that plant at this
time,” Senator. . . o

Senator NueenT. They were getting ready to .producé nitrates
there eventually? .

Director Man~ing, To produce them eventually.

Senator NucenT. So that it could be done in the future?

Director MannNing, Yes.

Senator Simmons, We entered upon that scheme in a small way
before the war began, did we not, of developing plants for the
manufacture of nitrogen from the air?

Director ManNiNe. I know of no plant except the one at Muscle
Shoals, Senator. L

Senator Snaons. We made an appropriation for that purpose
before the war? .

Director ManNing, I understand that we made an appropriation
of $20,000,000 in the early part of the war to erect the nitrate plant
but I do not know just what year they finally began the erection o:
the plant.

Sel:mtor Saarons, That was not entirely to make nitrates for war

purposes?
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Director Mannine. Not wholly; it was also for .fertilizer pur-
0ses.
P Senator Simaons, Why can not this plant which you are con-
stfructing? at Muscle Shoals be used for commercial purposes in times
of peace
irector Mannina., I understand the Secretary of War has this
in mind, to utilize that plant as a peace-time producer of nitrates
for agricultural purposes, that is, in the interim, during peace times,
to use the products from the nitrate plants for fertilizer purposes.

‘Senator Siardoxs, This plant in West Virginia that you spoke’of,
what was its nature?

Director Manning, That was an explosive plant.

Senator Sraraoxs, What have you done with that?

Director ManniNe, Admiral Earle was in_charge of this work,
and he can answer better than I, I think it has been sold, yet the
information I have is only from the newspapers.

Senator Simmons, I was just asking that as a matter of curiosity.

Senator Wartson. Is it your understanding, Mr. Director, that
Germany would not have been able to make the great preparation
for war that she did make for several years had it not been for her
dye industry?

Director ManNing, That is my understanding.

Senator WarsoN. You believe that to be true?

Director ManNING. Yes, sir.

Mr. Cuoate. Will you please hear Col. Fries next?

Senator WaTsoN. We will be glad to hear the colonel.

STATEMENT OF LIEUT. GOL.A 31&08 A. FRIES, UNITED STATES

Col. Fries. I was Chief of the Chemical Warfare Service of the
American Expeditionary Forces throughout the war, with rank, in

" the latter part of the war and until afterwards, of brigadier general.

Senator Warsox. How long were you abroad, General?

Col. Fries. I was abroad very nearly 17 months, sailing in July,
1917, and returning December 20, 1918,

Senator WarsoN. And with what branch of the service had you
been connected previous to that?

Col. Fries. I had been in the Corps of Engineers since 1898, But
within 5 days after my arrival in France I was made Chief of the
Gas Service, as it was then called.

Sgnator Watson, Had you had any experience before that in
gas

Col. Fries, I had not. When they made me Chief of the Gas Serv-
ice we had no masks over there, we had no gases, we had no de-
termined policy as to masks or other defensive appliances or gases,
and we had developed no trained personnel. i

The first thing done was to get masks, because we had 10,000 or
12,000 troops within 80 or 40 miles of the German lines without
masks_and without any training in other gas defensive measures.
We adopted the Enghsh type of mask, which in a measure, was
adopted a little before and efforts were being made in this country
to produce them. We immediately ordered 100,000.
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i | immediatelgr set to work to get a trained personmel, and that
was throughout the war one of my most difficult problems. We
could not get chemists enough even at the end of the war. We finall
got a general order issued in the A. E. F. to have every man wit
cliemical training reported to us, and we made every effort to get
oach of them into the Chemical Warfare Service. It was very diffi-
cult to get them many times, as many of them did not want to
change the service they were in, while the commanding officers of
many others did not want to let them go. In that connection we
only wanted about one out of four of the Chemical Warfare Service
officers as chemists, because a {great deal of the training and a great
deal of the questions of supply and many other questions could be
handled by *1en who were not chemists—better if they were chemists,
but even at that we could not get them.

As an_example of the difficulties we had with the question of
personnel, I desire to state that during the last week in December
or the first week of January, 1918, we received a cable from the
United States requesting that we send a half dozen expert glass
blowers to the United States to make the glass lined shell needed
for certain tear gnses. I took it up with the French at once, and
they said. “ We can not do it; we have not lgot; enough trained men
of our own. But if you will send technical men over here we will
put them into our factories and research laboratories, or any other
place, and train them.” We cabled back promptly for 50, so that
we could put them into the French factories. To that we got no
answer. We cabled again, but we never got an answer and we
never got the men. They were just as short over here.

That, to my mind, is one of the most serious problems connected
with this dyestuff industry or any industry that will build up the
chemical industry and provide us with a trained personnel for war.
You can not train a chemist in six weeks, six months, or a year, We
had to have men who were experts. If the Germans put over a new
gas or if they used an old gas in a new way, or used a new mixture,
we got hold of the “duds® or unexploded shells and opened them—
which we had trained men to do—and we rughed them to the labora-
tory. There we made an investigation to see if there might be a new
gas, and if it turned out to be a new gas we tried to find out methods
-to_protect ourselves against it, because various gases have various
effects on the human body, as they also have varied abilities in going
through the masks. .

Senator WaTsoN. How many different kinds of gases did the Ger-
mans employ ?

Col. Fries. I do not know; probably 15 or 20, They made a great
many experiments on us, and toward the last when they began to run
a little short of supplies we figured out they were using anything in
that line they cou](s) get hold of. But their dye industry afforded
them plants and personnel that put us at a terrible handicap; for in-
stance, they began using mustard gas on the nights of the 12th and
13th of July, just a month before I arrived in France. I made a
visit to the British gas headquarters, which was close to where they
first used the gae on August 25, 26, and 27, 1917.

The British were terribly worried over this mustard gas. They
had some 20,000 casualties within six weeks, and they did not know
just what they were going to do. But they knew within 48 hours
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what the gas was by opening shells and testing their contents, and
they found where Victor Mayer gave a description of how he made
it in 1886, and they knew the old Germsn metinod of making it, and
they knew the general symptoms it produced in the human body, be-
cause Victor Mayers had stated that he stopped experiments because
it produced the same effect on the men experimenting with it as it did
on animals. :

We cabled back right away to start investigations as to the quan-
tity of glycol chlorhydrin that could be gotten in this country, that
being one of the essential clements needed in the manufacture of
mustard gas by the only method then known.

The Germans produced this in their big plants, I think probably
for photographic and similar supplies more than in the dyestuff in-
dusﬁlry d’ and they proceeded to make their glycol chlorhydrin by that
method,

Senator Warsox. Was that related to or did it grow out of the dye
industry in Germany?

Col. I'uirs. T imagine it grew out of it. There is another very im-
portant point right here; that is, the discovery of mustard gas was
made by one of the great chemists undoubtediy while investigating
dvestuff materials.

We have got to depend in the future on research men in the col-
loges and in the great laboratories of manufacturing plants and other

laces for the discovery of new things, The Gavernment can not
afford to build up and maintain a big enough research institution for
that purpose. Just as in ordnance, where perhaps two-thirds of all
inventions come from men in civil life, just so we must expect our
progress in chemical warfare to come in the future, because there
will be a thousand men in these plants to one the Government can
afford to maintain,

Senator Warsox. Have you any idea how many expert chemists
were at work in the dye plants of Germany secking to discover new
metlhods of manufacture of dyes or some of the constituent elements
of dyes? . .

Cgl. Fries, I have no idea. Those figures are probably available.
They undoubtedly had a very great many.

Rut they took these dye plants and converted them right into
poisonous gas plants. I want to give yon a few more facts about
mustard gas. ’

Dr. Steengxs, of the Federal Health Sevvice,. May I interrupt?
T understand they had 1,500 expert gas men, well-trained doctors of
philosophy in the universities and technieal high schools.

Col. Fries. We could not manufacture mustard gas by the Ger-
man or glycol-chlorhydrin process, beeause we did not have the pro-
duction of those essential materials; neither conld the French or
British, because they had not the production of those materials in
the dyestuff industry. So all three nations started out to develop a
new process. We manufactured ours eventually by the sulphur
monochloride method, which does not depend very greatly on dye-
stuff materials. Since we had to build our own plants, we lost 11
extremely valuable months, When the great German drive started
in the latter part of March, 1918, T have not any hesitation in saying
that 5,000 tons of mustard gas would have absolutely stopped them—
ves, 1,000 tons probably would have stopped them—but we did not
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have it, and neither did the British or French have it. We did not
have any mustard gas until June, 1918, 11 months afterwards, Dur-
ing that time there were probably over 800,000 casualties caused
among the British, French, and Americans by that one gas alone,
We had to develop an entirely new method. But the first efficient
development of that new sulphur monochloride method was in a
li" 1'encl;t§hemical plant, the Usine du Rhone, where I think they made
dyestulls.

yT he next, and probabl{ the best, method was developed in the fac-
tories of Levenstein, in Iingland. This was also a plant engaged in
the dyestuff and other chemical industries.

Thus these developments came from the industries, although the
Government had undoubtedly the greatest numnber of able chemists
in ortx]e body here in the American universitics that was ever gotten
together.

am at present in command of the Edgewood Arsenal, where most
all of the poisonous gases were made in this country, and the only
‘)]ace where mustard gas was made, except in the Dod Chemical

Vorks, at Midland, Mich. Two other chemical works were starting
to make it.

The plants established at Edgewood alone cost the Government
something like $35,000,000. They produced four or five of the prin-
cqinl gases.

Tustard gas, as I have said before, is not now directly dependent
upon dyestuff materials, but the chlorine and other chemicals, which
would be used in making dyes, would be available for its manufac-
ture. However, for the Government to keep the Edgewood Arsenal
going as a matter of preparation would cost several millions a year,
and if we can get private individuals to build these industries up
and build up the business of the country and pay some dividends at
the same time they are preparing plants that will do the work in war,
we will be much better off financially, it secems to me, than for the
Government to attempt to run this on the huge scale necessary for
war-time preparation,

Toward the close of the war we were looking forward to the time
we would need 12,000 to 15,000 tons of liquid gas a month, All gases
are liquid until they are liberated from shells at the front. . That
meant enormous facilitics. We figured on 200 tons per day of mus-
tard gas alone. .

Unquestionably that is one of the things that caused the Germans
to want to quit, because early in 1918 they asked all the allied powers
to quit using gas. Mustard gas and other gases were coming back
to them with greater force than they were able to send over to us,
and they did not like the idea.

Senator Warson. What are the elements of mustard gas? .

Col, Fries, It is made up of chlorine, sulphur, and alcohol. The
take the alcohol and make ethylene vapor; then take chlorine and sul-
phur and make sulphur monochloride; then they let in the ethylene
vapor which is brought into intimate contact with the sulphur mono-
ch}z)ride, thus forming what is called dichlorethyl sulphide. This is
a comparatively simple process, but as mustard gas burns the body
wherever it touches, whether as a (gias or a liquid, it is also one of the
most ticklish processes in the world.
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Senator NucenT. I understand that is an entirvely different process
from the one in vogue in Germany ¢

Col. Fries. Absolutely. We sent men into the occupied territories
of France immediately after the armistice, and one of the early thin
they learned was that the Germans were going to abandon their
methods of making mustard gas and adopt the American process.
They learned the American method by opening unexploded ﬁas shells,
which showed them that our mustard gas had free sulphur in it,
while the German method left no free sulphur. They then felt per-
fectly sure they had discovered our method, because their chemists
were clever enough to reason back that Americans made it by the,
sulphur monochloride method, since they knew that mustard gas
with free sulphur in it could not be obtained by any means under
the old method. .

Senator NucexT. Then the mustard gas manufactured by the
Government of the United States was nob only a better gas, if I may
use that word, than that employed by the Germans, but it was not
dependent upon the dyestuff industry for its constituent elements?

Col. Fnies. I do not know that it was a better gas, but we were
dependent on the chemists who had been in the chemical industries
and, as I say, we lost a year of extremely valuable time because we
did not have that knowledge and trained personnel to start in with,
and that is where we would be in another war if we did not have a
big industry which could furnish this personnel, plants, and material.

Senator NugexT. Then, as I understand you, it was merely a
question of personnel?

Col. Fries, It was a question of plants, also; because all these
plants had to be built. We have, for instance, at Edgewood, a 100-
ton chlorine plant available—25 tons were operating, 25 tons were
all ready to put into operation, though held up because we got our
gas production ahead of the production of shells—and another 50-
ton chlorine plant ready.

If there had been enough peace-time uses for chlorine the Govern-
n}lﬁnt_would not have had to build a 100-ton chlorine plant to furnish
chlorine,

Then, of course, in the future there are two or three gases that
may become equally important with mustard but which were not
used in this war by us because we could not get around to making
them. Moreover, we did not develop—neither did the Germans—
efficient ways of putting them over. They put over a gas in 1917-18
that went through our masks like water through a sieve. We spent
some exceedingly anxious months in 1918 endeavoring to develop a
method of stopping that gas, though, fortunately, the Germans
never succeeded In putting it over in sufficient quantity to be trouble-
some. We learned how to put it over in sufficient t}It‘mntxty, and we
were afraid they would learn how to do it first. That gas, which
is well known, may have a_very great use in the future. One of its
main constituents is a product of the dyestuff industry. Moreover,
thﬁt series of gases is apt to be more greatly developed than any
other.

Senator NugenT. Aside from the personnel, was there any great
assistance furnished to the Government in the manufacture of that
gas by virtue of the fact that thiere were certain dye-manufacturing
establishments then in operation in this country?
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Col. Fries. No; but the main reason was, as I understand it, that
all of those factories were so loaded down with orders for ti\ings
they knew how to produce that they did not want to tackle some-
thing they did not know how to manufacture; in other words, there
was not only not enough personnel or facilities, but a very great
lack of both. In fact, the Government had to finance and build
additions to those plants. We built a phosgene plant at Niagara,
for instance, though phosgene was used in the dyestuff industry
before the war.  We built it at Oldbury Chemical Works. We had -

. to build those facilities from Government funds. In the same way
they were building others in connection with the National Aniline

*Works in Buffalo.

- Senator NucenT. Then, as a matter of fact, the Government it-
self manufactured the constituent elements that entered into that
gas, and manufactured those constituents elements at the plants
which the Government erected ? :

Col. Fries, We did not manufacture the different elements of
phosgene; phosgene requires carbon monoxide and chlorine.

Senator Nugent. The dye manufacturers did not to any large
extent furnish those clements that yvou have referred to?

Col. Fries, Noj because they were so loaded down with the work
which they had started upon before the war that they actually could
not undertake any additional work. The Oldbury Chemieal Co.,
at Niagara Falls, N. Y., was one of the first ones to produce phos-
gene, because the gas was already being used then in a commercial
way, and they got that information through England, because their
concern does a great deal of work over in Canada. Mvr. Lidbury,
whom I know pretty well, is an Englishman himself. They would
have been perfectly willing to make the phosgene, but they did not
have the facilities to produce the output we wanted. They used chlo-
rine in other products. I think they also produced the liquid oxygen,
and then the carbon monoxide that was needed in connection with
phosgene. The two factors, trained personnel and mechanical facili-
ties, are s0 bound together that we can not separate them.

Senator Watsox. Your theory is that we should have the dye
industry developed in this country, thereby insuring the manufac-
ture of phosgene gas in war,

Col. Fries, Yes. Then we would not have to take the time to
build a $35,000.000 plant, as we did at Edgewood. Not only did we
have to draw the personnel from the factories and laboratorics of
these other industries for Edgewood but we had to build additional
facilities in their existing plants. That was done at Hastings upon
Hudson; it was done at Buffalo and Niagara, and I think to some
extent in New Jersey. The same condition existed at a plant in
Stanford, Conn,, and at some other glace in New Jeorsey with which
I am not very familiar, because I did not get in touch with these

until the spring of 1918 upon my return from France.

Senator Nuoent. The Edgewood Arsenal is in good condition?

Col. Frues, Yes; and we are keeping it in as good shape as we can.

Senator WATsoN. Are you usini it in any way?

Col. Fries, No, sir. .We are taking care of the plant. We expect
that we can keep it in shape so that we will be ready for any emer-
gency for five years; but it is gradually deteriorating, and unless



DYESTUFFS, 31

we put money into it to operate it we will not know whether it will
operate or not.

Senator WaTson. That ?place could be operated if the Govern-
ment dzcided to operate it

Col. Fries. Yes, sir. There is no question about it.

Senator Warson. Colonel, do you know whether in these days you
would have had any trouble in getting alcohol?

%OL §RIES. I do not know, but we are keeping a good lot of it
on hand. * . ‘ .

STATEMENT OF COL. C. T. HARRIS, UNITED STATES ARMY, EXECU-
TIVE ASSISTANT TO THE CHIEF OF MANUFACTURE OF THE
ORDNANCE DEPARTMENT, WAR DEPARTMENT.

Senator Warsox. Please give your name to the reporter?

Col. Harris, C. T, Harris, colonel, United States Army. I was
chief of the ammunition division, Ordnance Department, up until
one month ago. I am at present executive assistant to the chief of
manufacture, Ordnance Department. I wish to state that the Chief
of the Ordnance Department is unavoidably absent from this hear-
ing, and has asked Col. Burns and myself to attend and answer any
questions that you may wish to ask, Col. Burns, who is present, is
directly in charge of the nitrate plants at Muscle Shoals and can
answer any questions about that.

The witnesses before me have covered very well the advantages in
a general way to the Government of the dye industry, and I am
going to specify in detail what I think the advantages are:

There are three: First, increase the number of chemists in this
country ; second, it will increase the amount of chemical research in

“the coal-tar derivatives in this country; third, it will increase the
facilities in chemical plants which have potentialities for the manu-
facturing of gases and explosives in time of war.

As Col. Fries brought out, we were very short of chemists in the
war, and anything that will increase the number of chemists available
is a step in national preparedness. Likewise, in research work in
organic chemistry, there was very little of this before the war in this
couritry and very much in Germany as a result thereof the Germans
had a big lead on us in the coal-tar derivatives and the number of
their organic chemists. In the field of coal-tar derivatives there are
no limits. There are as many combinations as there are words in the
dictionary, and some of these combinations will suit almost every
need for drugs, explosives, and various other purposes.

Take, for example, diphenylamine, which is a stabilizer of smoke-
less powder. It was found by accident in the research of coal-tar
derivative fields.

Likewise, as to explosives, take tetryl and T, N. A.. they are coal-
tar derivatives and the results of the German investigations in the
dye industry. . . .

Taking up the facilities of our Plnnts in the dye industries, there
will be plants, many plants, which will have a working force both
from an investigative as well as an operative view, and these plants
will be the nucleus from which we can draw a trained personnel for
investigative purposes and likewise a trained personnel for manu-
facturing material.
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I particularly wish to call attention to the coal-tar field, It is one
of the basic foundations for high explosives, gases, dyes, and drugs,
s0 that any activity in one of those materials may discover some
thingbthat is of vital importance to explosives and gas industry, and
thereby be indirectly of great benefit to the Government.

Senator Srmons, The military authorities in this country appar-
ently believe that the development of the dye industry in this
country is highly important from a military standpoint?

Col, Harrms, Yes, sir; principally because it would disseminate
chemical knowledge and spread out chemical research into organic
and coal-tar derivative fields. Personally, I think the greatest ad-
vantage we would get is the dissemination of chemical knowledge
%nld] in keeping alive the research work in the coal-tar derivative

elds,

Senator Nucent. Colonel, could not this research work be carried
on and developed both at the Naval Academy and at West Point?

Col. Harnis, No, sir; because those are schools for training future
officers and they touch chemistry in a purely academic way. They
have so many subjects that the chemistry subjects in those insti-
titions are very elementary.

Senator Nueent. Well, could not departments be established in
the Military and Naval Academies for the training of officers in
chemistry ?

Col. Harris, Yes; if the Government had training centers equipped
to turn out chemists and encourage chemical research. I do not
believe we would have funds enough to make it large enough to
discover these beneficial materials which are in this unknown field
and wl;lich are run upon almost by accident in the general work of
research.

As T said before, in the coal-tar derivative fields the number of
compounds that exist are countless. In investigations in that field
we are likely to discover something of as great importance, as
diphenylamine, the stabilizer in smokeless powder, which has added
about 100 per cent to the keeping properties of smokeless powder.

Senator Siarsrons. That idea, of course, occurred to me and I would
like to have your opinion with regard to the proposition. Of
course, we are all aware of the fact that many new things have
eventuated from this war and it is quite apparent that there should
be a considerable number of trained chemists in this country, is
there any particular reason, so far as the Government is concerned,
why those chemists can not be educated at these two military acade-
mies along the line of research work which you have indicated.
Could it not be conducted at these military academies in some effec-
tive way? .

Col. Harris, Tt could, sir; but I think that even the governmental
activities would not be at the acadepies but would be at the experi-
mental plants. In the manufacture of ordnance we have an ex-
perimental plant which is carrying on chemical research, but the
point T am making is that the funds that we would get—the volume
of that would be quite small compared with the volume if there was
commercial activity which stimulates research. They would be pro-
duced in growing concerns, while in our Government activities weo
would be limited by the money we could get.
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At present we have lnrge quantities of explosives, propellants, and
material on hand for war, and the production and manufucture of
these will be quite small in the future. For that reason organic
chemistry will cease to be a profitable profession for a man and un-
less something is done to stimulate it there will soon be little gradua-
tion of men from colleges into organic chemistry. Unless something
is done we may be confronted with the fact that there will be a de-
crease, and the Government’s point of view is that the more organic
chemists there are in this country the better prepared we will be in
any emergency.

Senator NuoeNT. Do you not believe that tho so-called gas division
of the Army will continue to exist for a considerable number of years?

Col. Harnis, Yes, sir; doubtless it will.

Senator NucenT. Do you see any particular reascn why men should
not be graduated from the Military Academy as officers for the
géns ?division of the Army, with a thorough knowledge of chemistry,
ete.

Col. Harris. You mean as post-graduate to the military course?

Senator Nueent. Noj in another department for that express pur-
pose.

Col. Harnis, You could permit this, but the point I am making is
that we should broaden the field and add a great many more men to
the same force.

Mr. Ciroate. Will you give the committee some idea of the number
of chemists that will be required in time of war and as to whether
any such numbers could be trained by any school ?

C(;l. Harnis. Do you mean in the chemical production during the
war

Senator Nuaent. I presume you have reference to chief cnemists{

L(Ilr.d (gno,\'m. No; I mean as to the highly trained chemists that are
neede

enator Sramons, That is up to some one else?

Mr. CHoaTe. Yes.

Col. Harris. During the war the Du Ponts had a force of well
over a thousand chemists, and every other explosive corpany had as
many chemists as they could get. The American University, which
was turned over to the Chemical Warfare Service, secured through the
Bureau of Mines the names of every chemist in this country and got
their hands on as many as they could. The same condition existed
in Ordnance. )

During the war, I was in charge of the engineering section that had
charge of the explosives and propellants and personally made efforts
to secure chemists and got as many as possible.

Senator Nucent. That was in an emergency ?

Col. Harris, Everybody was going as well as they could.

Senator NUGeNT. Do you believe that a considerable number of
chemists could be graduated from the military and naval academies
during the course of, say, 8, 10, or 12 years? .

Col. Harrss, If the money is available and the schools are equip-
ped to graduate them, they can do so, but in the manufacture of ex-
plosives, dyes, and similar materials there is a superior skill and
knowledge that is not found in books and it has actually to be ac-
quired from practical work.

153504—20——3



84 ' DYESTUFFS,

Senator NucenT. Also, in that connection, taking those men who
have fraduated in the gas division of the Army, the Government
should stimulate the operation of certain of those manufactur-
ing establishments so that students, after acquiring a theoretical
knowledge in school, could acquire a practical knowledge in them?

Col. Harris, Yes, sir, as far as the money was authorized.

My, Cuoare. Colonel, am I not right in stating that there were
over 4,000 chemists in uniform at one time during the war?

Col. Harnis, I could not answer that question positively.

Mr. Cuoate, That statement was made to me by Dr. Perkins
and I will get him to make it to the commiitiee.

Now, one thing more on that subject. Would any conceivable form
of academic training make chemists useful in actual manufacturing
work—I mean such chemists who had not had actual manufacturing
experience?

ol. Harrs, In my opinion it would not. It would not make them
satisfactory, They would have to get experience in actual manu-
facturing,

Mr, Cuoare. And the work of chemists in warfare is very largely
manufacturing?

Col. Harrrs. Both manufacturing and research.

Mvr. Cuoate, You mean both research chemists and chemists with
manufucturing experience?

Col. Harris. That is true,

Senator Simatoxs. Colonel, did you make any inquiries as to what
extent the German military establishment drew its chemists from
the dye industry of that country?

Coi’. Harris, I have not those figures, sir, but I could probably get
them out of the Military Intelligence Department. I do not have
the figures in my mind. .

Senator Smuaoxns, I am not asking as to the number, but as to the
fact whether they got their chemists chiefly from the dye industry?

Col, Hanns, 1t is our feeling that the dye industry furnished a
considerable number of their chemists on explosives during the war.

Senator Sivvoxs, Are there any other sources where they could
get them in s. ch numbers? . :

Col. Harnis, Well, explosives and munitions industries could have
secured a number of chemists from other industries who could have
been diverted to explosives, and likewise the dye industry.

Mr. Cuoare. The British commission, which inspected the con-
verted dye plants after the armistice, put in the report that the en-
tire supply of poison gases was produced in the Geiman dye plants—
so that the entire chemical warfare, as far as it was conducted with
gases, was founded on their dye plants.

Senator Simaons. So that they had the personnel?

Mvr. Cuoate. They had it made to order. The plants and materials
were there and used by them almost without change.

Senator Siyamoxns, I want to say at this stage of the proceedings T
have no sort of question about the extreme importance of the de-
velopment of the dye industry as it is related to our military opera-
tions, I have no question about that in the world. I have no doubt
about the great importance to the industries of the country of the
development of the dye industry. The great question and the only
question is how are we going to develop it and what is the proper
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way to proceed in order to securs the establishment of that industry
in this country on a firm foundation,

The importance of the matter from any standpoint I do not think
anybody can question and I think it is hardly necessary to spend
time to determine whether it is important from a military stand-
point or from an industrial standpoint. I think we all can see that.

Mr. Cuoare. Mr. Chairman, we have one more military witness
and his testimony will be brief. .

Senator Warson. It is too late now. On account of the fact that it
has taken longer than necessary and the fact that a number of
witnesses are still to be heard, the committee will take a recess until
2 o’clock this afternoon.

(The committee took a recess until 2 this afternoon).

) AFTER RECESS,

The committee resumed its session, at 2 o’clock p. m., pursuant to
the taking of a recess.

Senator WatsoN. The committee will be in order.

Mr, Dearymixa. Mr. Chairman, if I may be permitted, before taking
up the regular work of the committee— *

Senator Warsox (interposing). What is your name and whom do
vou represent?

STATEMENT OF MR. GEORGE DEMMING, ESQ., PHILADELPHIA, PA.

Mr. Desynixa, My name is George Demming; I come from Phila-
delphia, and I represent the National \ssocintion of*Hesiey & Under-
wear Manufacturers, and many other independent and individual
mills, who are absolutely opposed to the passage of an act as’in-
corporated in the Longworth hill. I am also authorized to speak for
the shirt manufucturers, the leather manufacturers, the earpet mills,
and other independent industries that arve to a large extent, depend-
ent upon the dye industry.

T am rather a stranger here and unfamiliar with your procedure,
and T would like first to ask for a seat at your table in order that I
may make notes of the testimony of the witnesses,

Senator Warsox, There is no objection to that; you may have a
seat at the table.

Mr. Deayxe, I would like to ask, second, in view of the uncer-
tainty as to when the advocates of the licensing system will have
finished their testimony, that we be given about one day’s leeway to
present our testimony. We have no witnesses here, and some of them
are rather distant from Washington and some of them want 24 hours’
notice and some of them 48 hours’ notice; they can’t come here and
spend the entire week. :

Senator WarsoN. Is there nobody here to represent the interests
in which you are-interested ¢ .

Mr. DeManne. No witnesses are here yet, sir,

Senator Warson. Can’t you do it yourself?

Mr. Desixa. No, sirs I would not undertake as an attorney to go
upon the witness stand. In the first {)lace, I am not acquainted with
‘the technicalities of the industry, and I would not do it anyway.

Senator Warson. T think you had better get them here at once;
the sooner the better. You need not have more than two men, one
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on one branch and another on another branch, but do not pile up
witnesses here.
. Mr. Cnoate, So far as we are concerned, Mr. Chairman, I think
it is quite clear they will need their witnesses to-morrow.

Senator WarsoN. You had better get them here as soon as you
can,

Mr. Cuoate, Will the committee be good enough to call Col.
Burns? .

STATEMENT OF COL. J. H BURNS, ORDNANCE DEPARTMENT,
UNITED STATES ARMY, ACTING CHIEF, NITRATE DIVISION,
ORDNANCE DEPARTMENT.

Senator Watson. State your name and position.

Col. Burns, My name 1s J. H. Burns, colonel in the ‘Ordnance
Department, United States Army, at the present time acting chief
of the Nitrate Division of the Ordnance Department. During the
war I was associated with the Explosives Division in the Ordnance
Department, .

enator WatsoN. Now, if you will kindly make your statement.

Col. Burns. There has so much already been said that I doubt if
1 can add anything to it. However, I have briefly outlined my ideas
on this matter and if you will bear with me I will read that, be-
cause I think it will give it to you better than in any other way.

1. Importance of problem: It is hardly necessary to state the im-
ortance of chemistry in warfare, but it must be constantly remem-
ered that it is unquestionably the real vital power. The strength

of an army is to-day measured by the amount of chemical power
that it is able to turn loose on the enemy—either in the form of ex-
plosives, gases or other chemical materials. All the activities of the
Ordnance Department are really centered in the task of efficiently
harnessing the energy stored up in explosives or other chemicals and
of turning it loose on the enemy at the proper time and place, The
history of warfare shows that its development_ absolutely hinges
around the effort to efficiently use chemicals. It is the heart of
munitions,

2. Duty of Ordnance Department: It is therefore the paramount
duty of the department to see to it that this country is thoroughly
prepared from a chemical standpoint, and this means that we must
constantly have up-to-date chemical knowledge and the ability to
apply this knowledge to our war program, This knowledge can be
either in the military establishment or in industry.

8. State of chemical knowledge in United States: We have always
been behind in this knowledge. Practically all new developments
have been obtained from abroad, and we have really been followers
in military chemical knowledge rather than on a par with other
countries,  When the present war started in Eu_ro;l)e we were in
a really helpless state from the standpoint of chemica 81‘9 aredness.
We were dependent on importation of nitrogen from Chile and did
not know how to obtain it otherwise. .

We had no adequate developed sources for other essential raw
materials—such as benzol, toluol, ammonia, etc., and of course we
had practically no knowledge pertaining thereto. And we further-
more had hardly any knowledge or facilities for converting these
raw materials into usable articles. Fortunately the purchases. of the

it
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Allies gave us great help in our preparedness task, but. when we
entered the war we were still in very bad shape from n chemical
standpoint and especially as relates to explosives. During the sum-
mer and fall of 1917 we were very much worried about the sugply
of explosives and were only able to make supply meet demand by
adopting the British policy for high explosives, It is recalled that
during this time we were nervously seeking all sorts of substitute
explosives to take the place of T. N, T. We were finally directed
to arrange for the manufacture of a certain amount of T. N, A.
or tetranitro aniline. After considerable effort, n dye manufacturer
contracted to do this work. What we were suffering from mostly
was lack of knowledge of the work in hand., Then there was a con-
stant shortage of trained chemists,

4. Field covered by bill: This bill covers the field of orguanic
chemistry, which embraces all of the coal-tar derivatives—that gi-
gantic reservoir which was the real solution of many of our ex-
plosives problems. It supplied nitrogen, toluol, benzol, the base of.
diphenylamin, ete. The changes of these materials into explosives
very closely resembles the chemistry of dyes,

b. Results of this bill: This bill tends to develop many organiza-
tions of a strictly chemical nature which would help to solve the coal-
tar derivatives problem from all angles—namely, research, engi-
neering, raw materials, supply, and manufacture,

6. Benefits to Ordnance Department: The benefits to the Ordnance
Department would be of immense value for we would have available
a very large reservoir of trained chemists to tap in time of need—
we would have the benefits of their research developments and no
.one can admit that we have yet reached perfection in military chemi-
cals—and lastly we would have their plant facilities which in many
instances are adaptable to strictly war needs. In other words it
would help give us the knowledge and the ability to apply it.

That summarizes my ideas of this problem, sir.

Senator Warson. That is all, and we thank you, Colonel.

Mr. Cuoare. Will the committee be good enough to call Dr.
Boqgert?

Senator Warson. Dr. Bogert, will you give your name, please?

STATEMENT OF DR. MARSTON TALYOR BOGERT, PROFESSOR OF
ORGANIC CHEMISTRY, COLUMBIA UNIVERSITY.

Dr. Boeerr., Mr. Chairman, my name is Marston Taylor Bogert;
my present position is professor of organic chemistry in Columbia
Ux:;vermty, where T am also the senior professor of the chemistry de-
partment.

Senator Warson, How long have you been connected with the Co-
lumbia University in that capacity?

Dr. Bogert. I have been a teacher in Columbia University for 26
years. )

Senator Warson. In chemistry?

Dr. Bocerr, Yes, sir; and I may add to that, if you will permit me
:9 say a word—not by way of boasting, but by way of qualifica-

ion——
ts«’,nt;.tzcztr Watson (interposing). That is always proper among Sen-
ators.
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Dr. Bocert, I have been president of the American Chemical
Society for two terms; was president of the International Chemical
Society, where I had the honor of succqedin% Sir William Ramsey,
and being succeeded by Sir William Crovk; I was a member of the
raw materials division of theWar Industries Board ; I organized the di-
vision of chemistry and chemical technology of the National Research
Council, with its 32 subdivisions, and remained its chairman until I
entered the Army. I have also been consulting chemist for a number
of the Federal departments. I was a member of the United States
board on gas warfare from its organization to its disbandin%5 I was
appointed a lieutenant colonel in the Army, chief of the Chemical
Service Section, being acting director of the gas service in this

-country until the organization of the Chemical Warfare Service
under Gen. Sibert. at which time I became a full colonel in the Army
and remained such until my honorable discharge last May, .

Senator WarsoN. Did you render your service entirely in this
country or partially abroad? '

Dr. Boorur. Entirely in this country. I was with Gen. Sibert as
a member of the headquarters staff,

As an organic chemist; as one who has served in a consulting ca-
Encity for our dyestuff industry on the research side; as one who has

ad an opportunity of observing the synthetic color industry, not
only in this country, but elsewhere, I feel that I have had rather
wider experience than most of my colleagues in that direction,

Senator Watsox. Have you visited the dye factories in Germany?

Dr, Boaerr, Not for many years; no, sir; not since the war,

Senator Warsox, You have made a research in dyes?

Dr. Booerr. Yes, sir; a consultant in dye industry in this country,
and have taken out {mtents myself in this country and elsewhere 1n
that fileld. T wounld add that I am a member of the National
Academy of Sciences and learned societies on this side and in other
countries as well.

Senator NueenT. Are you connected with the dyestuff industries in
this country at the present time?

Dr. Bogerr. I am a consulting chemist in that capacity; but I am
not here to represent that side of it, but the educational side of it.
But my experience has been in the Chemical Warfare Service also.

Senator Wazsox. When did you first commence to study chemistry
with reference to dyes?

Dr. Bogerr. 1886.

Senator Warsox, That far back?

Dr. BogerT. Yes, sir.

Senator WarsoN. Was there a dye industry in this country at
that time?

Dr. Bogerr. No, sir,

Senator WatsoN. When was the first one established?

Dr. Bogert. I do not recall those dates, sir.

Senator Wazsox. You can go on now, Doctor, and make whatever
statement you had in mind to make.

Dr. Bogert. I would like to make this statement, My, Chairman,
that in the first place as one who has had experience in chemical war-
fare I have no hesitation whatever in saying that a well-developed
synthetic dyestuff industry is absolutely necessary for the security
of our country; as an educator that such an industry is vital for
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the ‘development of research in synthetic organic chemistry; and
that the industry has been one of the greatest supporters of ad-
vanced research and of the cause of higher education in this country.

I should like to point out further that the industry of the synthetic
dyestuffs is one that touches vitally so many industries in its ramifi-
cations that there is no single branch of chemical industry in which
the welfare and the happiness and the health and the prosperity and
the security of our country are so wrapped up as they are in this
synthetic industry. The dyestuff industry, in the first place, is re-
sponsible really for the development of the distillation of coal-tar
and the multitudinous applications of those products; because the by-
products and the intermediate products nre the products that are
finally used in drugs and in photographic chemicals, and so on.

Senator WaTsoN. Had there been no distillation of that product
before the develogment of the dyestuff industry? .

Dr. Bogerr. The distillation began in the early part of the nine-
teenth century, but the present distillation is dependent upon the
utilization of tho product in the dystuff industry.

Scnator WarsoN. Then it was largely Germanic in origin?

Dr. Boorrr. It was, yes, sir; it began in England at the same
time, about, but it was Germany that first appreciated the importance
to the maintenance of their civilization of the application of this
work. And the developments of coal-tar, some of which arose in
England, were not seized upon in England in the same way. Prof.
Perkin in his presidential address some yenrs ago—this was before
the war—referred to the fact that the decadence of the chemical in-
dustry was due to a lack of appreciation on the part of the public
of the service of synthetic chemical development—the service which
it had rendered, the lack of apl}\)reciation of such men, and the
searcity, in the third lace, of such men.

Senator WarsoN. Then the side lines, so to speak, of the manu-
facturer of dye, in your estimation, are evidently of vastly greater
importance than the dyes themselves,

r. Boaerr, No, sir; I would not sny that, The dyestuff industry
is tremendously important. but it serves to supply the necessary
material for these collateral industries, notably the drugs, and can-
ning materials, and photographic materials. May I illustrate that
to show how these different lines are Jocked up together and to what
extent they are dependent upon the dyestuff industry?

I might say, in the first place, that the extensive distillation of
coal tar is dependent primarily upon its demand in this industry.
When tar is heated for distillation and these various products pass
through, they are separated by fractional distillation, taking the tem-
perature up to a certain temperature, and then changing the receiver
and the tar is first separated into the rough portions and then each
one distilled, and that process is carried on until we get certain ma-
terial, and each one of these materials, like henzol—I am embarrassed
by the amount of material T have to draw upon for illustration—that
benzol can be converted into a host of other materials; that is, into
what is known as phenol, known to the layman as earbolic acid. That
carbolic acid is then treated with a dilating acid and converted into
a compound, one of which through a series of processes become phe-
nacetin, a drug we are all familiar with, Or, if that carbolic acid is
subjected to another treatment, if it is dilated still more, it becomes a
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nitric or sulphuric acid, and then it is converted into a pieric acid, a
powerful explosive; and the picric acid is also developed through a
series of processes to become chloro-picrin, one of the poisonous gases
used on the western front. :

If the carbolic acid is treated in a little different way, if it is chloro-
formed, it is converted into a substance known as salicylate fluorid.
And by the use of a sodium and acetic acid there is derived a valuable
perfume known as coumarin, which is the base of many of our best
perfumes, particularly the new-mown hay—which is as near as it gets
to new-mown hay. On the other hand, if that is trented with carbon
dioxide, which is taken from the air, it is converted into salicylic acid
which may be developed into aspirin, which we were in need of an
could not develop, and Gen. Ireland, the Surgeon General of the
Army, will tell you that if you ask him.

And so I might go on and elaborate and extend this story out; but
I am taking only one of a host of materials. Each one of these cases,
as I could show you, is dependent upon an interlocking and inter-
related to the coal-tar industry, out of which Germany has made its

great profit; the coal-tar industry is the way Germany has opened

the way to her dye trade. And Germany has recognized that in its
contribution, not only in_chemistry but to the advancement and
security of her industry and civilization, there is no more potent factor
than a well-developed dyestuff industry.

Senator Warson. In other words, it has taken years of research to
bring about the present situation.

Dr. Booerr. Forty years they have been working at that problem
over there, and have been able to look up the various lines of the prod-
uct so that one material goes on to another.

Senator Warson. But the basic industry of all is the dye industry.

Dr. Bocert. The dye industry is the basic industry of all; and it
was the necessity for these dyes, Mr. Chairman, which was respon-
sible for all kinds of developments, not only in applied sciences but
in pure science itself, ]

n the case of indigo; synthetic indigo, the first process was dis-
covered in 1880, The development of that material necessitated
large amounts of chlorin, and it became necessary to improve the
methods of producing chlorin; the Deken and Welden methods were
not sufficient, and the result was the development of an electrolytic

rocess, by passing an electric current through the brine solution.

nother thing that was necessary was the production of sulphuric
acid in immense quantities, and this they have done upon a commer-
cial footing,

And so I might cite many other directions in which the develop-
ment of the coal-tar industry is not only responsible for organic but
also inorganic chemistry, and it has been the main field where the
highly trained research man has found his fullest reward and his
work has been of the greatest importance,

Senator WarsoN. Now we can develop chemists with just as much
knowledge and efficiency as the fellows on the other side?

Dr. Bocerr. But it takes six years after we get them from the
high schools; it takes six years before we can turn them out.

enator WATSoN. But it can be done?

Dr. BogerT, Yes; we are doing it at the present time, May I add
this: Asa result of the developments which have already taken place
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in establishing this industry in this country on a fmgmontarﬁ basis,
we have many times more students in synthetic chemistry than we
have had before the war. In my own classes I have had an increase
of anywhere from 200 to 300 per cent of these men who are going
into advanced synthetic chemistry, the majority of them because
they believe there is a great future in this country for the synthetic
dyestuff industry.

Senator WartsoN. Why haven’t we made dyes here in the past?

Dr. Bogrrr, There have been a §rent many reasons, Mr. Chair-
man, One has been the high cost of labor; and another, a very im-
portant one, the shortage of trained men to do this work; and that
was during the war, As I pointed out, the great obstncl’e was the
shortage of men. 'The fact that we had not the same kind of well-
developed dyestuff industry here as Germany had cost us not onl
time but cost us an immense amount of treasure, and cost us Ameri-
can lives. Germany was able to use her plants and the personnel
she had there to carry on this work, because the great majority of
the work in connection with gas is synthetic and organic chemistry,
and the men tirned to this work.

Senator WaTsoN. Of course, Doctor, you have studied the chem-
istry in connection with the dyes manufactured in Germany?

Dr. BogerT, That is rather an extensive field.

Senator WarsoN. I understand that, but you have been at it a
: long time. The way you talk I think you have studied the chemistry
of everything. Is there any reason why we can not, under proper
conditions, manufacture those in this country?

Dr. Bookrt. Not the slightest,

Senator WaTsoN, What about the vat dyes?

Dr. Booert. We can manufacture every one of them,

Senator WarsoN. Have you ever investigated the patents taken by
the Alien Property Custodian?

Dr. Boaert, Only superficially.

Senator WaTsoN, As to whether they describe patents that were
really valuable?

Dr. Booerr, In the majority of cases, the first time you try a
pate:.t you will not get the result the patent claims; it requires some
practice.

Senator Warsox. That is to say, I have the understanding—and
I am trying to find out from you whether or not it is so in your judg-
ment—that in all these German patents there was omitted some jm-
portant item somewhere down the line, so that when they undertook
to carry out the process and obtain the product they found some-
thing missing somewhere, so that these patents, after all, are of no
really great value,

Dr. Boeart. They are of value, of course, as giving the general
outline, the defect usually being in the yield, which makes the dif-
ferenco between a profitable process and an unprofitable process, and
it takes time to develop that side of it.

One or two questions have also been asked here concerning the
direct dependence of gas upon dyestuffs, I would like to point out,
as I have already pointed out, that chlorine is a very essential in-
gredient, and is, in fact, the backbone of most of our toxic gases; and
that it was the development of the dyestuff industry which provided
Germany with an immense amount of chlorine, particularly of liquid
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chlorine, which she had, and which she was in a position to use at
the time of the first gas attack, which was at the beginning of the
:Xacot}ld llgxltgle of Ypres, on the afternoon and evening of the 22d of

rl ’ (3

hey had, in the second place, dphosgene, of which Col. Fries has
spoken, which was a common product of the German dyestuff indus-
tries, because they were using phosgene for the synthesis of certain
important dyestuffs and intermediates, An important intermediate
which is known as Mechler’s Ketone, for example, is the basis of at
least a dozen valuable dyestuffs, Phosgene was also being used as
the basis for the synthesis of certain useful synthetic drugs, In the
case of mustard gas, these dyestuff factories had also prepared what
was known as chlorohydrin, which Col. Fries has also mentioned.
So they were ready in a moment to start in to make mustard gas b
that process. It was the s)resence of these dyestuff industries with
their large personnel which made possible these things which, if we
had had them, would have saved American lives in the early days
of our participation in the war.

A complete dyestuff industry needs an enormous staff of research
men, It has already been pointed out that in the case of the Badische,
which is one of the largest concerns on the other side—the Badische
and the Elberfeldt being prcbably the two largest—an enormous
number of research men are necessary. In the Badische, for example,
there were before the war probablg' in the neighborhood of from 500
to 1,000 university-trained men, Ph, D. men, men of the highest kind
of trmninﬁ. For us before the war to have produced that number of
men over here would have meant the output of at least five years of
all the Ph. D. graduates in chemistry in the conuntry.

It is that reflex action of the industry upon the whole field of
synthetic organic chemistry, with which all these things are locked
up, which means so much not only to our lives and happiness, but to
the security of the whole Nation. It is that with which I am con-
cerned, Mr, Chairman, and which brings me here to testify in the
hope that I may be able to convince you and the other members
of the Senate committee and enable you to see this imperative need
as I see it for the development of a full-fledged synthetic color in-
dustry in this country.

There were one or two other questions that were brought up. 1
believe it was Senator Nugent that asked whether we had turned to
any of the dyestuff factories in this country for the manufacture of
these materials. Of course one answer to that was that we did not
have so very many to turn to at the beginning of the war. If we
had had them we would gladly have turned to them. In the second
place, we did draw upon the chemical color plants of the country
as far as we could and as far as their equipment of men and material
and funds would permit us. We drew upon the Newport Chemical
Co., for example, to help us in handling some of the poison gases
that we required and for the erection of that great phenol plant
which was put up there at Carrollsville, Wis., by the Government.
We drew upon the National Aniline Co. for one of their fine new
buildings, and for the assistance of certain of their staff for one of
our principal mustard gas plants.

So we did draw upon what there was available, scant as that ma-
terial was, to help us during the war. Many a time we prayed that
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we had & more extensive dye industry here that we might have more
men to draw upon, ‘

At the beginning of the war we figured that we had about 15,000
trained chemists in this country. According to our information Ger-
many had in the neighborhood of 80,000 skilled chemists ready to
carry on this work, Those men, if we are correctly informed, were
maintained as the last line of reserve by the German general staff;
they were kept back of the lines; they were kept at work there be-
cause it was felt that they were of the utmost importance to the
safety of the country. .

Our great problem here was to know how to utilize the limited
number of men we had in order to meet all the numerous needs that
we had in the development of these new lines of work incident to
chemical warfare,

Senator Warsox. Is it your idea that the 30,000 skilled chemists
in Germany before the war becnme such through the dyestuff in-
dustry?

Dr. Booerr, The majority of them; yes, sir.

Senator Warsox, Did Germany have a system by which if a man
became eminent in research work he would be put on a bounty so
that he might devote himself to that research?

Dr. Bocenrr, Not exnctly that; but in no country in the world is
the status of the successful chemist so high as in Germany. He was
either ennobled or rewarded in some other way; he was recognized
as a lender in his community. Chemistry was a profession of a
standing in Germany not reached in any other part of the world as
vet. No nation appreciated so much as Germany what it meant to
their efficiency as a nation, aside from otlier benefits. Emil Fischer,
for example, received several ennobling titles,

Senator Warsox, Of course under their theory of Government
they thought it was of tremendous value to their military success?

lg,r. Boaert, Yes, sir; there is no question about that,

May 1 add this further word? The importance of research to this
kind of work, where we are dependent upon trained men, can not be
overestimated. The wars of the future—my military colleagues will
disagree with me, perhaps, on this—are going to be determined more
and more in the laboratories, and scientific research institutions of
the country, by the scientists of the country, and unless we are in a
position to meet those weapons with similar weapons or adequate
means of defense, we are absolutely at the mercy of the other nation.

It is perfectly possible at any moment for a scientific organic chem-
ist, in the quict of his own laboratory, to discover n new gas which,
in point of toxicity, will surpass anything we now have and which
will go through the masks of any other nation. If he does that, the
armies of the other nation are absolutely at our mevey, That is what
I mean by “reseavch.,” To that extent we are dependent upon the
maintenance of an adequate supply of men of this type.

I should be glad to answer any questions, Mr. Chairman.

Senator NugexT. Do you know, Doctor, how many dyestuff manu-
facturing establishments there were in this country at the outbreak
of the war?

Dr. Bogert. I do not; I have not those statistics at all, Senator.

Mr. Cuoarr. There were five, Senator.
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Senator Nucent. You have no dpgrsonal knowledge, have you, of
the quantity of dyestuffs imported into this country for the period
of several years prior to the war?

hDr. Bcﬁanm'. Only through the reports of the Tariff Commission;
that is all,

Senator Nugent, There were enormous quantities, were there not?

Dr. BooerT. Yes, sir.

Senator Nueent. And those dyestuffs were utilized very largely by
textile manufacturers?

Dr. Bogert. Yes, sir.

Senator Nveent. T am rather curious to ascertain, if you know,
why it was there were no dyestuff manufacturing establishments—
that is, large numbers of them—in existence in this country prior to
the outbreak of the war, in view of the fact that such enormous quan-
tities of dyes were used in this country?

Dr. Bocerr. T think it was because, by reason of economic condi-
tions—although I am not very well qualified to speak on that sub-
ject—it was possible for the Germans to undersell us in our own
markets here, and whenever the necessity for that arose, they did so
without hesitation, through dumping material over here and also
through their control of the intermediates. Certain of our establish-
ments in this country depended upon the German raw materials or
intermediates, and took those and, as we say, assembled those into
the final pro&uct. And the person who makes the intermediate or
the raw material, after all, has the others more or less at his mercy.

Senator Nuoeent. Do you know whether or not there was com-
bination of any kind or character entered into betweon the textile
manufacturers of this country who used the dyes and the German
manufacturers, by reason of which agreement there were no great
manufacturing establishments organized and in existence in thir
country ?

Dr. Boarrr. No, sir; I do not. I do not know that at all.

Senator NucenT. It seems utterly inconceivable to me, in view of
the tremendous quantities of dyestuffs used in this country for many
ﬁears prior to the outbreak of the war, that there should not have

een, under normal conditions, a very considerable number of great
dyestuff manufacturing establishments in this country producing a
tremendous quantity of dyestuffs, As I understand it, from the in-
formation that has been accorded to the committee this morning, we
have in this country in practically unlimited quantities all the things
that enter into the manufacture of these dyestuffs, and it is utterly
beyond my comprehension why that industry had not progressed to
be a great industry at the time of the outbreak of this war.

Dr. Boorrt. I think it was because of those economic trammels,
Senator, which I have just mentioned—the fact that Germany would
undersell us in our own markets here, and that there was no adequate
protection for the dyestuff industry to prevent that.

Senator Siaarons. Had Germany acquired the same ascendency in
the French snd British markets before the war as it had in our
markets?

Dr. Bogerr. Yes, sir; that is, Germany was providing about 90 per
cent of the synthetic dyestuffs required by the countries of the world.

Senator Smrmons, And was that accomplished by the same meth-
ods that have throttled competition in this country
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Dr. Bocerr, Noj that was accomplished primarily, I think, through
the fact that they were pioneers in many of these products—through
their appreciation of the value of the research side of the matter.

Senator Simaons, Do you know whether the German manufac-
turers received any assistance directly from the German Government
that gave them an advantage over the industry in a country where the
Government was not aiding it?

Dr. Bogerr, I think that is one thing that had a great deal to do
with it, that Germany gave every possible assistance to the develop-
ment of its dyestuff industry over there, the fact that it encouraged
the formation of combinations which would permit of cheaper manu-
faéturing——

Senator Curtis. It requires that, does it not?

Dr, Boorrr. I think so.

Senator Nueext. Could not that condition have been neutralized
through the tariff laws in this country?

Dr. Boaert. I do not know, sir.

Senator Siaaons, Through that method they established prac-
tically a world monopoly, did they not?

Dr. Bogerr, They did.

Senator Simmoxs. And then they used that world monopoly to
suppress the industry in every country whose markets they sold in?

Dr, Bogcert. They did; yes, sir; so far as they could do so.

Senator Siamyoxs, That is the history of GGerman ascendency in
these lines? .

Dr. Bogerr, It is; and the entering wedge throughout the world
was the manufacture of synthetic dyestuffs, so far as the chemical
industry is concerned: .

I should like to rend the statement of the Germans themselves on
this question of the value of research to their industry:

Only the land which some day will assume the leadership in pure sclentific
chemical investigation will also be in a posttion to snatch from German chem-
ical industry the palm to which it is at present entitled.

d That is the Germun appreciation of the value of research to in-
ustry.

Ser%tor Simons, To what extent will the German industry have
an advantage over the American industry by reason of the greater
concentration and centralization of the industry in Germany than is
possible in this country?

Dr. Bogerr. Only to the extent that we fail to take advantage of
those opportunities that we already have here in developing, in asso-
ciation with our dyestuff industries, some of these collateral lines
which lock into the products of the dyestuff industry, German suc-
cess in that field has been due more lm-%ely to an appreciation of
those interlocking relationships and the fact that they could utilize
a by-product from one step in the process for the production of some-
thing else than to almost any other single factor, I think.

Senator Snvmons, They have in Germany only six or seven great
dyestuff establishments and they have a unified control?

Dr. Bogert, Yes, sir,

Senator Siarons, And we have in this country already estab-
lished, I believe somebody said, about 160 different factories or
plants, When the industry is developed to the point of supplying
our own needs we will probably have twice that many. It would be
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practically impossible, I take it, to consolidate and unify these dif-
ferent plants, Does not that give Germany an advantage which it
would be diflicult for us to overcome?

Dr. Bourrr, Unless we have n certnin number of large corpora-
tions which ave in a position to enter the world markets.  If we are
all split up into a lot of very small units, that may be true.

Scnator Siyons. Doctor, do you think it would be possible for
us to produce in this country all the different dyes that we require
in_our industries? »

Dr. Boaert. I not only think so, sir, but I am positive of it, from
the fact that we have already produced practically all of the dye-
stuffs that ave necessary here, either on a commercial scale or, at
feust, on an experimental scale,

.Senator Simyoxs. My understanding was that a good many of
the dyestuffs we are not producing now.

Dr, Bogerr, Commercially, not as yet. But we have already pro-
duced them in the laboratories, which goes to show that we do know
how to make them. It takes time to translate the laboratory results
to the manufacturing seale. That is the diflicult proposition in many
cases. -

Senator Srmyons. You feel that the industry needs only proper
encouragement in order to develop all these plants for the manu-
facture and production of all the dyes that we need?

Dr. Boggrt. I do, sir,

Senator Nugent, may I answer n question you asked me awhile ago
in regard to why I would not have this work done at West Point,
for example, and this training of chemists?

Senator Nuvaext, That was merely a suggestion on my part.

Dr. Bogerr. I would say that the answer to that would be that
you can, if you are willing to reproduce at West Point or at An-
napolis the saume great research and chemical engineering institu-
tions that you have in the other educational institutions throughout
the country. And, by the same token, the great universities and
technological schools of the country can train officers for the Army,
and you can dispense with West Point if that becomes necessary. It
is a question where it is wisest to handle that type of work. Even
if we trained men at West Point in chemical engineering they would
still have to go out and become acquainted, through the existence of
a dyestuff industry, with the methods of that industry. That is some-
thing you can not learn simplg in the research laboratories.

Senator Watson. Doctor, did I understand you to say that we
had made in this country, rather experimentally, all the various
shades and tints and hues of dyes that are made in Germany?

Dr. Booerr.. I would hardly go so far as that, because we have not
had occasion to make all of these different hues and shades. There
are, I do not know how many, hundreds of thousands covered by
patents, but I think we have made representatives of all the im-
portant colors of dyestuffs.

Senator Watsox. I have the impression—and I feel sure it is
quite distinct in Congress—that there are certain shades or hues
of these dyes that we can not make in the United States now, and
that it will be several years before we can possibly produce those in
the United States, if at all; and I understand that an allied propo-
sition to that contained in this bill is that there shall be protection:

ad
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from the imports from abroad the like of which we are producing
in the United States, and that those we are not producing shall be
permitted to come in without any tariff wall or any limitation.

Dr. Bogert. I think that arises, Mr. Chairman, from a misunder-
standing of what I meant by my statement a moment ago. My state-
ment was to the effect that such material can be and has been made
in this country, but so far it has been made only in the experi-
mental stage in the research laboratory. The distance between a suc-
cessful commercial process and the initial production of the sub-
stance was measure(}), for example, in Germany from the time the
process for the production of synthetic indign was first suirgested in
18803 it was about 20 years before a thoroughly successful commer-
cial process was worked out in that case. Heumann worked 20 years
on the structure of indigo, but he finally solved the problem, the
result of which was the displacement of natural indigo from the
markets of the world and the introduction of synthetic indigo.

Senator Nuoent. But it is now known that certain of the dyes
that are not now being'made here can be madé here, and it is your
opinion that if the demand for those dyes is such as to warrant their
manufacture in_quantity lots they wiil be manufactured?

Dr. Bosert, Exactly, Senator, and with proper protection and
development of this industry there is no question that you will have
them.  You will not only that, but you will have dyes, in my oinnion,
superior to anything Germany has turned out, just as you will have
drugs and everything else, because we shall be the leaders and not the
followers, But the only way we can do that is by having proper
support for an industry of this kind which has wrapped up in
it all these possibilities that T have endeavored to outline for you.
Twenty-five years’ consideration of the problem has made me, per-
haps, overenthusiastie about it, .

senator Warson. Doctor, you have told such a remarkable story
here about the essentinl character of this industry and what it can do
that I have been led to wonder how we happened to become such a
great Nation as we ave. .

Dr. Bogerr. We would not, Mr. Chairman, if a war had broken
out on the border and we had not had to face the German and his
gas, beeause we would have had no coal-tar industry,

Senator Warsox, There is one other question I would like to ask
you just for my own personal information. You spoke of synthetic
mdigo. What do you mean when you apply the term synthetic ”
to a single product?

Dr. Bogert. I mean a product which is built up step by step from
its elements, in contradistinction to an artificial or substitute prod-
uct which may not be at all identical with the natural substance.

I can, perhaps, illustrate that in this way: When ordinary tur-
pentine is treated with hydrochlorvic acid it gives a crystalline solid
which looks and smells something like camphor and was called arti-
ficial camphor, but it is not camphor at all. On the other hand, we
do know how by starting with the same material and proceeding
through a series of steps to convert that into a material which is
identical with natural camphor. That is another one of the triumphs
which has been brought about in this country through the existence
of the type of plants T am pleading for, and the type of chemists that
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can only be developed as a result of the existence of such an indus-
try. Otherwise we would continue to be at the mercy of Japan in
that case, Mr, Chairman. o

Senator Srmaons. What you mean in all you have said is about
this, is it not: That this vast chemical organization that you have
spoken about, capable of accomplishing such great results, in order
to attain to its potentialities has got to be financed, and the dyestuff
industry has to be the financier?

Dr. Bogert, That is the idea, sir. It has got to have the necessary
support.

gl:vould like to sum it up here in the words of an American writer.
writing in the North American Review, whose statement was quote(i
in a German publication by Dr. Grossman, who is o very well-known
writer on pe zégoglcal subjects and chemical subjects in Germany.
Writing in 2 German technical periodical of December 4, 1918, he
quotes this statement from the North American Review as represent-
ing his sentiments:

That country which has the best chemists will ev'entuully become the richest
and most powerful, It will possess at the lowest prices, the best foods, the
best manufactures, the best weapons, and lose the least in production, Its
people will make the best possible use of the natural resources of thefr land.
Because of universal hygiene they will enjoy the best henlth and be the least
dependent upon other nations for supplying their needs. Instruction in chem-
Istry and other natural sclences Is, therefore, to be regarded ns the best invest-
ment of the people's capital.

That summarizes m% judgment on the matter.,

Senator Simaons, Before you go may I ask a question or twn?
How long will it be, in your judgment, before we can produce these
dyestuffs in this country as’cheaply as they can ‘be produced in

ermany ¢

Dr. Bogerr. That is a difficult question to answer, Senator. In the
case of some dyestuffs it would probably be a relatively short time;
in the case of others it may be many years, Such problems as that
of indigo, for example, are exceedingly difficult, because th(:iy are so
complex.  Each individual step has not only to be worked out in
itself, but it brings with it a whole collateral train of other problems
wllnicl& have to be solved before *hat particular problem can be
solved. .

As I have mentioned, the questioa of an adequate supply of liquid
chlorine; the question of the recovery of the sulphuric acid used as an
oxidizing agent for converting naphthalene and other coal-tar con-
* stituents into pthalic acid—those problems had to be solved in a com-
mercially profitable way before they could go on to the next step
in the synthesis of indigo, and those problems not only involve the
highest type of industrial and en ineering research, but the most
noted minds in the pure science field of German chemical endeavor
were at work on that. It is a step by step process. It is not a ques-
tion which can be answered categorically. But it is worth it, sir.,

Senator Stdons, Of course we can protect our own markets here
if we want to do it, against German competition by various shifts,
some of which are proposed in this bill, and in that way we can
build up our industry here at home to-the point of supplying our
own needs. But after we have built it up to the point of supplying
our own needs, if we want to go into the markets of the world with
those products we have got to be able to produce as cheaply as Ger-
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many does. I do not believe that we are going to have anything
hereafter like the disparity in labor and material costs of production
in this country and in Europe that we had before the war. Assum-
ing, then, that I am correct and that with a readjustment of wages
and prices generally there will be something like a parity between the
labor costs and material costs here and abroad, would you say it
would take us 10 years to get into a position where we could sell in
the markets of the world the Eroducts of our dye factories?

Dr, Booerr. I should think we could do it in that time, sir, be-
cause I have the utmost confidence not only in the skill but in the
energy and the resourcefulness of our American chemists. Ameri-
can chemistry was put to its crucial test in chemical warfare. The
Germans had been working on it for years. We were suddenly con-
fronted with the problem of developing totally new processes over
here, with & very limited supply of properly trained men to do it.
Bat we delivered the goods, Senator, and the best proof of it—I
thing perhaps it was cited by Gen. Seibert—is that at the close of
the war Germany had given orders to scrap the method which she
had developed and prided herself upon for the manufacture of
mustard gas, which was the most ima‘ortant gas used in the war,
and to adopt the American process. That is, I think, a very high
tribute to American chemistry, for we had to work that all out our-
selves over here. .

Senator Srmyons, What I had in mind was to find out, if you
have any definite ideas on the subject, if we enter upon this scheme
of artificial encouragement of the dyestuff industry, how long we
would have to continue that policy?

Dr. Bogerr. I should say that 10 years would be a fair period.

Senator Simons. Do you think 1t would take that long? I men-
tioned that as the maximum, and I thought you would bring it down,

Dr. Bocert, It is not alone the cost of the labor; it is a qusetion of
providing over here the necessary staff of skilled men to do this
work—expert research men. It is also a question of learning the
details of development of these processes which Germany has had
to work out step by step.

Senator Srmmons. How long do you say it would take us to ob-
tain in this country an adequate corps of educated chemists?

Dr. Booerr. It takes six Kears at Columbia University after a
man has graduated from high school before we feel that he is prop-
erly trained to go out and undertake work of this kind.

Senator Stmmons. Then, have we got to wait for that new ele-
ment, or have we got men now who are partially trained and who can
in a briefer period become thoroughly competent{ .

Dr. Booerr. We have not enough, sir. Youn will have to wait a
number of years beforiamyou will have a sufficient army of men to
carry on that work. e can not now fill the demands from all
over the country for properly-trained chemists,

Senator Sisnons, How many did you say we had now?! .

Dr. Bogerr. We estimate in the neighborhood of 15,000 trained
chemists, but that does not mean organic chemists,

Senator Simmons, How many trained organic chemists have we?

Dr. Bogert. I do not know; I have not had a chance to ascertain

that,
3163564—20——4
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Senator Simsons. A third of that number? -

Dr. Boagrr. I should think less than that. I should think that
not more than 10 per cent of that number at the most,

Senator Smmons, How many would be required if the industry
were developed to the point of supplying our domestic demands

only?

Ig,r. Bogerr. I should say we should have at least 8,000 or 4,000
such men available in this countriy.

Senator Siayons, And it would takesix years to get that number?

Dr. Booert. Yes, sir; because after those men are first turned out
they must have some practical experience in the plant .before they
really become of actual service in the plant. That is a product that
we can not turn out at once, Senator, and that was our controlling
trouble during the war. .

. Senator Snyons. But we can go on just as soon as we get the
men that are needed in its development?

Dr. Bogerr. If they are given the chance; yes, sir.

Senator Siymons. But it will be six years, in your judgment,
before we will have an adequate force to supply the needs of our
own domestic market? :

Dr. Booert, I think so; yes, sir.
tS&)naa.tor Simaons. And we are now exporting some of our dye-
stuffs?

Dr. Boorsr, I hope we will export a great many more in the years
that ave to come. I want to see this country where it belongs, Sena-
tor—at the head of the list.

Senator Stamons, Those that we are exporting now, I suppose, are
the dyestuffs that we were making before the war? |,

Dr. Bocerr. Yes, sir; and which do not require quite so many
years for development.

Senator Warson. You have no knowledge, have you, of the wages
paid in the dye industry in Germany?

Dr. Bogerr. I am not familiar with that at all, Mr, Chairman.
My occupation has been more in the research side of i* than in con-
vection with the commercial side.

Senator Warson. That is all, Doctor.

Mr. Cuoate. Mr. Chairman, will the committee be good enough to
eall Dr. Steiglitz?

STATEMENT OF DR. JULIUS STIEGLITZ, CHAIRMAN DEPARTMENT
OF CHEMISTRY, UNIVERSITY OF CHICAGO.

Dr. Stieeryrz, Mr. Chairman, I am professor of chemistry at the
University of Chicago and chairinan of the department at the uni-
versity. I have been chairman of the committee on synthetic dru
of the National Research Council during the war, and am still
chairman of that. For 18 years I have been connected with the
cpt;l.lcil of chemistry and pharmacy of the American Medical Asso-
ciation,

I am here to-day to tell you the relation of the synthetic drug
work to the dye industry. As chairman of the committee on syn-
thetic drugs of the National Research Council I had to find out what
drugs were absolutely necessary and could not be obtained during
the war in this country and to determine which men in the country
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could manufacture such drugs and help them develop methods for
preparing these drugs. .

enator WarsoN. This organization of which you spenk was a
war organization?

Dr. lSmam'rz. Yes; a war organization—the Nationul Research
Council.

As a result of that experience I have come to the conclusion that we
would have saved a great deal of suffering and a great many lives
in this country if we had had an organic chemical industry, as they
have in Germany, before we started in the war,

This organic chemical industry involves three branches—one, the
explosives and the poison gases, which are used only in warfare; the
second, the dyes; and, the third, the synthetic drugs and synthetic
medicaments and related finer organic chemicals, such as photo-
graphic developers and the like. The bulk of the work in peace times
must be in dyes. because we requive huge quantities of dyes; but, in
my judgment, the really important feature of the synthetic work is
in the synthetic drug hne, hecause that involves the health and the
future of the people of the country. It requires, however, the ma-
terials that come with the manufacture of dyes, it requires research
facilities, and it requires the research men that we can get through a
thriving dye industry.

Each citizen of this country, I imagine, spends not more than 50
cents or a dollar a year on dyes. He spends quite & little more on
synthetic drugs and his health and the health of his family are in-
volved. That is a far more vital question, and T think I can do best
by giving you a specific illustration of the development of two or
three drugs in this country, especially of arsphenamine, 606, or
salvarsan—three different names for the same product. As you
know, this is a specific for the cure of syphilis, and it is insisted on
by the physician and by the patient,

Even before we started in the war importations were prevented, and
the demand was so enormons that for a time absolutely fancy prices
were paid for the drug. As soon as it was seen that there would be
such a shortage some of the research chemists of the country started
preparing arsphenamine, nnd the results at first, following the patent
specifications, were so poor that some of these men thought of ap-
pearing in court to have the patents annulled, stating that the prod-
uct could not be prepared according to the patent specifications,
That was wrong; one can prepare arsphenamine according to patent
specifications, but just about enough to look at, not enough to use.
It is altogether a question of yield. There are from three to five
steps in the manufacture, and we can easily see that if the yield at
each step is say but 10 per cent, then with only three stages the total
yield would be one-tenth of 1 per cent. With five stages, which were
used at first, it would be one-thousandth of 1 per cent. That is, we
will use say 100,000 pounds of material to prepare 1 pound of ars-

henamine, which is, of course, commercially impossible. 1 have
n told that a director of the German company which controlled
the German rights to arsphenamine stated that one could manufac-
ture it according to the patent specifications, but he could not get
an{hyigld. The patent protects the product, but does not reveal the
method, :
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Senator WarsoN. We took possession of those German patents in
this country, did we not{

Dr. Stieorrz, We did; at first through the Federal Trade Com-
mission.

Senator WarsoN. But you say you could not reproduce the product
by the processes set forth in the patent?

Dr. Stirararz, No, sirs not divectly. But these research chemists
studied the problem and worked out their own methods, and as a
result in 1917 we were manufacturing American arsphenamine un-
der licenses from the Federal Trade Commission,

This drug is exceedingly poisonous. It is injected directly into
the veins of the patient, and unless it is quite pure it is likely to
lead to severe reactions and even to death. Government control was
instituted at an early date, and the maximum toxicity which was
permitted to go into trade was 60 milligrams; that is, about o grain
for 2 pounds of white rat. That was the original quality of the
American product.

The German product sold before the war—that is, before 1914—at
$3.50 a dose. The first price fixed by the Federal Trade Commission
was from $1 to $1.50 a dose, which showed already the tremendous
advantage of American manufacture.

In the course of these two }y]ears the following developments have
occurred: In the first place, the purity of the drug has risen to such
an extent that the official standard, instead of being only 60 is 100
milligrams, which is over a 50 per cent improvement. But, as a
matter of fact, the American brands run now from 120 to 130. There
is practically none on the market now that will not run from 120 to
130, That is twice as good as it was originally. That is, the result
of research work of about a f:ear and a half, In the second place
the drug is now being sold wholesale to hospitals at 60 cents, and 1
was told this noon some even at 30 cents a dose. That, of course,
means that the drug is from 5 to 10 times as cheap as it was before
1914, and the blessing to the country can not be overestimated,

Senator Warson., Was that recently discovered by chemists work-
in;i)in dyestuff plants in Germany? .

r. STieeL17z, It was originally discovered by an organic chemist,
Dr. Paul Ehrlich, and he had the cooperation of the Casella Dye
Co. The crude material comes from the dye plants, and the product
is very much like a dye. It is very closely related to some of the
real dyes, simply containing arsenic instead of part of their nitro-
gen. That is the sole difference.

The value of these triumphs in synthetic organic chemistry to the
country can best be illustrated if we consider that there are approxi-
mately 10,000,000 people afflicted with syphilis in some form or other
in the United States, and that this is a specific which, if used

romptly, will entirely prevent the disease, and used later, will cure
it. I have spoken with physicians in Chicago—with Dr. Ormsby,
for instance, who uses the drug in dispensary practice and in private
practice at the rate of about 2,000 injections per month, We are now
making in this country, I beileve, in about three weeks as much as
the total annual importation from Germany before the war, and I
am quite sure that we are ready now to export. In fact, our manu-
facturers want an outside market in order to get rid of the great
bulk of the product, That shows to me what can be done by start-
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;ng with nothing, and developing scientific, going methods of manu-
acture, ’

Senator WarsoN. How does the quality of the American product
compare with the quality of the German product?

Dr. Stiearatz. It is rather better,

Senator WarsoN, And what is the differonce in price?

Dr. Stiebrirz. The price is at least one-fifth, and into some hos-
pitals, I am told, one-tenth the price it was before the war.

Senator WarsoN. What is the price here as compared with the
price of the German product in Germanr? . .

Dr. Stieoritz. I do not know what the price in Germany is, but
the doses brought to this country have sometimes on them a label giv-
ing, I believe, a price of from 8 to 10 marks, which would correspond
to $2 or $2.50 here. Mr. Metz has told me we are manufacturing now
as cheaply in this country as they ever did abroad. It is merely
a question of finding out how to do it.

enator WarsoN. And it is your belief that that is being manu-
factured as cheaply and as purely here to-day as it was in Germany
before the war or as it is now?

Dr. Stiecritz. As cheaply and as purely, or rather of superior
quality, It is an excellent brand as we have it now.

I would like to bring in one or two instances which may shock
1};ou. to show the real importance of this one line of effort to public

ealth. As I have stated, the estimate is that there are 10,000,000
syphilitics, and I was recently told by a prominent physician in
one of our large cities that in the case of any bafﬂin]g malady every
doctor now makes a test to see whether there is any hidden syphilis.
It may be inherited. It may come in a perfectly innocent way,
from contact.

One specific instance, which shocked me terribly, but which
showed thé importance of it, was this: A young woman, & virgin,
who had chest trouble, refused to respond to any trentment. The
doctor made a Wassermann test and was surprised to find a perfect
test. He gave this arsphenamine treatment, aind the result was that
in a few weeks she was in perfect health—perfectly innocent, but
still subject to this disease.

We intend in this country under the lead of the Public Health
Service, to try to stamp out syphilis if we can possibly do it, and
this is perhaps the best remedy wo have for that purpose,

Senator Warson. TIs there enough being made in this country to
supply the home demand?

r. Streerrrz. I think there is enough made even to supply the
markets in South America, Mr. Chairman. One manufacturer can
make in one day some 15,000 doses.

Scnator WarsoN. What has the manufacture of this drug to
do with the dye industry in this country at this time? How are
they related, if at all# °

Dr. Strecrrrz. The original crude material should come from the
dye manufacturers.

Senator WarsoN. You now 5et your crude material for the manu-
facture of salvarsan from the dye plant?

Dr. Streerirz. From the dye or coal-tar plants. In the second
place, one of the most successful large productions has been carried
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out by a manufacturer who has had dye-making experience. He has
put it on a large scale, producing from 8,000 to 15,000 doses in a day,
in a room smaller than this one here,

I would like to turn to a second drug, procaine, or novo cocnine.
During quite a long period in the war we had no local anesthetics
for our hospital work in surgery—that is anesthetics injected under
the skin for local operations, and we had what we called among
ourselves “ Bulgarian? operations—that is, operations without anes-
thetic, throwing us back some 50 to 70 years in civilization,

Senator WarsoN. You mean by that that you had no cocnine?

Dr. Stizeritz. Very little; and cocaine is exceedingly expensive.
This drug procaine or novo cocaine which is a substitute for cocaine,
is manufactured ‘from coal-tar products. It is better and less dan-
gerous. The injection of cocaine occasionally causes death—a few
cases, but sufficient to make the doctor often unwilling to use it unless
he is absolutely compelled to use it.

]Se;\abor Warson. The dentists are using the novo cocaine, nre
the,

r. StiecLriz, They use procaine or novo cocaine, Procenine is
manufactured from nitrobenzoic acid, which we get directly from
the dye manufacturer. It isan intermediate. Another component is
diethylamin., which also we secure best from the dye manufac-
turer, Nitrosodicthylaniline is the source for the preparation of
diethylamin,

Senator Warsox, What is diethylamin used for?

Dr. Stiecrerz. To make procaine. Procaine is built from various
components, one of which is diethylamin, We ave manufacturing
it in this country now on as large a scale as is needed to supply
the country, and I rather think it could be exported, becnuse the
price has fallen steadily.

Senator WarsoN. That is also related to the dye industry?

Dr. Stiecritz. That is related to the dye industry.

The third drug that I would like to mention is atophan, That is
the sovereign remedy for gout, and that may be of interest to you,
. because in 1917 T had a most pathetic letter from a United States
Senator asking where he could get atophan. The drug is made
successfully in this country by synthetic processes. 'We have ample
supylios of it, and there is no need whatsoever of importing it.

Now, T want to make two points, to draw two lessons from our
experience with synthetic drugs. The first is this: It is only a
question of time until we can succeed in solving all the intricate
problems connected with any compound whatsoever, whether it is a
drug or a dye. Probably it would take only two years with any
individual dye, which would be my estimate, to ‘)rot’luce it in quan.
tity so that we could even export it. The difficulty with the manu-
facture of dyes is that there are not half a dozen dyes, as there are
essential drugs, but a large number. They can not take hold of
them all at the same time; they must sol¢e one problem after another.
But, taking up one problem after the other, I think it is probably a
matter of only two or perhaps three years on an average before pro-
duction on a commercial scale can be successful.

Dv. Bogert was perfectly correct in stating that it took the Ger-
mans 30 years to manufacture indigo synthetically, but that is an
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exception, a rare exception, because it was a particulurly difficult
problem. From the history of the newer dyes, I think we can say
it is only a matter of a few years with each individual dye, because
they are continually producing new dyes,

'ﬁxe second lesson 1 want to bring out is this, If we have brought
into being a sovereign remedy for syphilis, if we can at least re-
move the pain of gout, if we can produce a loeal anesthetic better
than cocunine, if we huve in quinine a natural drug and specific for
malarin—then we have every reason to believe that with proper
resenrch we will find remedies for the other great diseases from
which humanity is suffering, notably tuberculosis, pneumonia, and
cancer. Those are the three grent diseases which, with syphilis,
cause the greatest loss of life,

In fact, we already have something for the pneumococcus ex-
ternally——for instance, in a pneumococcus infection of the eye. If
we had had o remedy like arsphemanine for pneumonia during the
influenza epidemic we would probably have saved from 100,000 to
150,000 lives in this country alone.

That means that there is a tremendous amount of most important
research necessary to develop new remedies, and that research can
be stimulated best, I think, threugh a thriving commercial industry
in fine organic chemicals like the dye industry,  That will give us the
resources; it will be a going thing, We will have the output of the
dyes, and as an additional gain for the country we will have this
research work. We will have research work not only on dyes, which
will be valuable, but research work on medicaments, which I think
will be invaluable, of far greater value than any work on dyes no
matter how great the income therefrom may be. That is the way I
look at the future,

Such work is going on now, but in order to find a remedy you
have got to have concentrated effort. The more workers there are,
the quicker we will get the result. For instance, I find people now
snying, If we had only had arsphenamine 10, 15, or 20 years ngo,
how many lives we could have saved, how much suffering we could
have prevented. The only way to accomplish this is to intensify
research, to have a great many more men working than we possibly
can have at present. Every year saved means lives saved, and suffer-
ing saved and the nation put on a better footing,

Senator WarsoN. Doctor, where were you educated ¥

Dr, Stieeritz. I was first educated in the public schools of New
York, and then went to Germany for nine years for my college and
university education.

Senator WarsoN. Were you familiar with dye manufacturing in
Germany? .

Dr. StiroLitz. Not through working in any of the factories. Like
Dr. Bogert: I have been simply a research man,

Senator Warsox. Did you take a course in chemistry in Germany?

Dr. Smieoritz, Yes; five or six years. -

Senator WaTsoN, But you did not come in contact with the chem-
istry of dye manufacturing, did you?

Dr. Stieoritz. Noj but with men who made possible dye manu-
facturing. One of my chief professors was Prof, A, W. Hofmann
one of the great founders of the dye industry in Germany., Then 1
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worked with Victor Moyer, who developed mustard gas. It occurred
to me this morning that by a curious coincidence I must have been in
his laboratory when he discovered mustard gas. I know he was
working with sulphur preparations, That was in 1888,

‘These are all important branches of synthetic organic chemistry,
of which the living trunk is the dye industry, because that is n
practical commercial matter. The best fruit, I would say, is on the
extending branches which are supported by the trunk.

We scientific men have been so convinced of the valuoe of this,
Mr. Chairman, that the American Chemical Society has drawn up
resolutions, which I will present to you, The society is an organiza-
tion of some 14,000 chemists of the United States. Their opinion is
~unanimous—I have heard no other opinion at all—that we do need
this development of synthetic organic chemistry, and the best way
to do it is to give the dyes a chance, .

(The resolutions referred to are here printed in full, as follows:)

Resolution of the American Chemical Soclety passed at the Philadelphia meet-
ing and unanimously approved by its committee on national policy and its
board of directors on November 29, 1919:

Whereas the establishment of a complete self-sustained coal-tar chemical and
dye industry is a natlonal necessity because of its well-defined character
as a key industry in our economic life; and

Whereas this industry has a much deeper significance in that it constitutes
a vital reserve both as to personnel and supplies for our Army and Navy
ifn modern warfare; and

Whereas this industry Is also essentlal for supplies of synthetle drugs for the
health of the Army, Navy, and general public in peace and in war; and

Whereas this country possesses an abundance of raw material for such an in-
dustry, ample capital, and chemists capable of solviag the many scientifle
and technical questions involved, as evidenced by the splendid progress of
the past three years; and

Whereas this fnitial period, with all of its attendant difficultles, has not yet
been adequate to admit of the efficient production in domestic plants of
all colors needed by American consumers; and

Whereas the greatly depreclated rate of exchange in that country which in
the past has manufactured the bulk of the world's supply of dves present
a new and threatening factor in all transactions of an international char-
acter: Therefore be it
Resolved, First, that we urge all Americans to stand loyally by the young

industry which embodies such far-reaching potentialities of service and pro-

tection for our country;

Second, that every needful safeguard be thrown around this industry by
the Congress of the United States, especinlly through the Imposition of ef-
fective fmport duties and the provision of a temporary licensing system along
th% geneful lines embodied fn H. R, 8078 as the Iongworth bill, |

orrect,
[SFAL) Crarres L, PArsoNs, Secretary.

Dr. Stieeritz._I think you have an invaluable heritage of the war
in your hands, Protect it for a foew yeurs; do not throw it overboard.
It has given invaluable results in the case of arsphenamine, I am
quite certain that if the Germans had any say in this matter they
would say, let it go. They are going to do the very best they can to
stifle it in its young years, for two reasons; first, for the commercial
reason that they want the trade, and, in the second place they want
to cnp(i)le this country, if the{v possibly can, in the matter of na-

tional defense and also national health, " That is my judgment, sum-
ming it up in a few words,
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.. Senator Curris. Doctor, I would like to ask you one question,
if I may, about the cost of production. I do not know whether you
know about it or not. In this report of the Tariff Board I find this:

Rhodamine B is an Interesting example of dye, which, although only used
in comparatively small amounts (1914 imports were less than 60,0000 pounds),
18 yet urgently demanded by consumers, It gives a pink of unrivaled beauty
on silk and wool. It was not produced in the United States until 1918 and
is still not produced in amounts sufficlent to supply the demands., It is now
quoted at about $75 per Pound. although the foreign value declared at the
custom house on imports of the dy2 in 1914 was only 41 cents per pound.

Do you know anything about that d]ye?

. Dr, Smirorarz. Yes; I know what rhodamine is and, Senator, it
is only a question of time until we will prepave it just as cheaply
as they do In Germany. It is a matter of yield.

Senator Curris. You do not think there is any doubt about that?

Dr. Stieeratz. I have not the least doubt about the result, be-
cause we have already been successful with other dyes and with drugs.
It is only a question of time when instead of §etting a yield, say,
of one-tenth of 1 per cont we will get a yield of 90 per cent. That
makes o difference of 900 fold, you see. If you get a yield of one-
tenth of 1 per cent instead of 90 per cent the cost of the commodity
is 900 times as great. We are continually improving the yields.

I could give you one other instance if you haye the time. Luminal
is a drug used as a sg}eviﬁc to prevent seizures in epilepsy.

Senator Warson. Is that a successful specific, Doctor

Dr. Stieourrz. Yes. The pathetic letters on file in my office in
connection with luminal are even more heartrending, perhaps, than
those in connection with the other drugs. .

That was the one drug which we were not prepared to make at the
end of 1917. So we took it up at the University of Chicago, tried
the process described in the patent, and got just enough to look at it
not enough to send to a single patient for treatment for opilepsy. So
my assistant, Miss Rising, set about modlf{mg the method, and we
very quickly developed a method-—within six or seven weeks—iwhich
gave yields in excellent quantity, avoiding everythmﬁ that was ex-
pensive and difficult, and we put the process at the disposal of any
manufacturer who wanted to use it. Luminal is now made in this
country.

Senator Cortis, Will that result in a cure?

Dr. Steerirz. It is not a cure; it is a preventive.

Senator Curtis, Well, there is a preventive, is there not, that is
already being used ?

Dr. Stiearyrz, Nothing as valuable as luminal, They do use bro-
mide, but I had letters from leading physicians in New York and
from hospitals like the Cincinnati hospital and hospitals in Idaho or-
in Montana—hospitals all over the country—demanding luminal.
It is tho surest thing to prevent epileptic seizures. It is not a cure;
th%y have found no cure for epilepsy. .

enator NueeNT. Is that a conl-tar derivative? .

Dr, Smieorrrz. I did not mention it at first, because it is not de-
rived from coal tar, but it is made by processes quite analogous to
those used in coal-tar factories.

Mr. Croare, And the patent was owned by a German coal-tar
company, was it not?
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Dr. Sneerirz. Yes,

. ]}IIC (%no.\'m. And was one of those sold to the Grasselli Chem-
ieal Co.,

. Dr, Stieerrrz, Yes, I only mention that to show that it is only a
question of time before we can make these things, and make them at
reasonable prices,

Mr. Cueney. Mr. Chairman, may I interrupt to reply to your in-
quiry with regard to rhodamine?

Senator WarsoN. Will you please state your name?

Mr. Cuexry. Frank D. Cheney, of Cheney Bros., of South Man-
chester, Conn. We are sillk manufacturers. Ve have used rhodamine
for many years in our manufacturing. It is made and sold in several
different concentrations. We formerly 'Ipurchased the highest con- -
centration we were able to purchase. , The lowest price I recollect
being able to procure it for was 92 cents. We now purchase it for
$25 a pound—not $80 as stated—and I understand the price is soon
to go still lower.

Mr. Daxien F. Warers (of Germantown Dye Works, Philadel-
phia, Pa.). I might add, Mr. Chairman, that I am buying rhodamine
to-day for $10 a pound.

Senator Warsox. That is all, Dr. Stieglitz, unless you have some-
thing further to offer.

Dr. Srirorrrz, Let me give one more detail in this history of the
develoFment of the manufacture of arsphenamine in this country,
typical of the development of the manufacture of any finer syn-
thetic organic chemical, whether it be drug, dye, gas, or other prod-
uct.  After our American houses, under license of the Federal Trade
Commission or of the Chemical Foundation, had so successfully
solved the problem of manufacturing arsphenamine itself of a high
degree of purity at a greatly reduced price, they took up the prob-
lem of the manufacture of neoarsphenamine (neosalvarsan), a de-
rivative of arsphenamine which very many physicians prefer on ac-
count of its grent convenience in treatment of patients, A dose of
arsphienamine is prepared in about 5 ounces of water, and this solu-
tion is injected very slowly into a vein. This is a very large quan-
tity of fluid and it takes time and care to inject it properly., Neo-
arsphenathine is much more readily soluble, and the dose can be dis-
solved in about half to a quarter of a teaspoonful of water. It is,
of course a tremendous convenience to inject only this small amount;
many patients can be treated in a short time. Some physicians even
assert that the treatment is for medical reasons preferable. The
history of the manufacture of this neoarsphenamine shows the same
eventual triumph of American chemists over a difficult problem.
The American neoarsphenamine is as easily soluble, as pure and as
o;ffﬁcient as the very best foreign brands, the result of at most a year’s
efforts.

Let me add that sodium hydrogen sulphite is a chemical used in

reparing arsphenamine, and it is even more widely used in the dye
industry.” One manufacturer estimated that from 50 to 60 per cent
of the cost of arsphenamine is for this hydrosul hite, which js sti]l
imported and is very expensive. A flourishing dye industry in this
country in my judgment undoubtedly would lead to an_American
production also of a very pure hydrosulphite, which is needed for the
preparation of pure arsphenamine, at very much lower costs.
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Mr, Croate. Will the committee be good enough to call Prof.
La Wall? .

STATEMENT OF MR. CHARLES H. LA WALL, ANALYTICAL AND
CONSULTING CHEMIST, PHILADELPHIA, PA.

Mr. La Warrn, Mr. Chairman, I am here representing no manu-
facturing interests or commercial products, or any of the products
involved, but in the interest of organized pharmacy. I am the chair-
man of the United States Pharmmcopmia revision committee. The
United States Pharmacopwia is the book of standards for medicinal
substances, providing tests for identity and purity for the drugs
used by physicians and dispensed upon their prescriptions by phar-
neists all over the United States and its possesions,

This book is revised by a committee selected from the delegates
sent to a decenninl convention representing the scientific workers in
pharmacy, chemistry. and medicine. It is controlled by a board of
trustees, who use the profits for the stieceeding revision. It may,
therefore, be said to be owned by the professions which ave repre-
sented in the convention,

I also am the dean of the Philadelphin College of Pharmacy, an
institution which is just rounding out its ninety-eighth year of serv-
ice in educating pharmacists in the scientific work of their profes-
sion, T have been nssociated in the teaching work of that institution
for 19 years, and during that time have kept in close touch with
pharmaceutical progréss and pharmaceutical thought. 1 have been
president of the American Pharmaceutical Association and of my
own State pharmaceutical associntion, and during the latter period
of the war was called into consultation as a member of an advisory
subcommittee of the committee on medienl supplies of the Council
of National Defense. T feel, therefore, that I can speak for the pro-
fession of pharmacy.

In the opinion of pharmacists the coal-tar dye industry has for
many years been closely linked with the manufacture and supply of
medicinal compounds.  This has been evidenced in the lurge number
of these medicinal compounds which have appeared upon the market
bearing the trade-mark or name of companies manufacturing dye-
stuffs in Germany. The development of the conl-tar dye industry
has taken place most largely in Germany, we feel, beenuse of the
cooperation and support which it has received from the govern-
mental authorities, the large numbers of research workers, who find
an outlet for their enthusiasm and ability, and also because for man
years they weore favored by the use of industrial tax-free alcohol,
while other countries were not. :

In the coal-tar dye industry the development has not always been -
rapid and has been largely associated with the use of by-products, In
fact, for many years what we now value and use under the name of

henol was cast aside as worthless, just as coal tar previously had
Been cast aside in its day, Throughout the whole of the industry
there has been a necessity for making other things than dyes in order
to utilize the products which otherwise would have been thrown
down the sewer and which would have gone to waste.

The interrclationskip between the dye works and the manufacture
of medicinal compounds may be shown in many ways. On consult-
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ing a current price list of medicinal chemicals, I picked out 29 sub-
stances in the letter A alone which were manufactured by and have
associated with them the names of German coal-tar chemieal plants.
It is also shown by the fact that these same organizations even pub-
lish literature showing the importance of drug manufacture in their
work. T have with me such a work, entitled “ Method For Testing
Our Pharmaceutical Preparations,” by Farbwerke vorm Meister,
Lucius & Bruning.

Synthetic medicines are not necessarily made in dye factories, but
they employ the same intermediates and in that way are tremend-
ously interdependent for their economic success. I note in the bill
which you have before you 15 substances in Group III which are of
importance in medicine and almost every one of which is official in
the United States Pharmacopwia. You may hear arguments to the
effect that medicines are not economically important in this con-
nection from the purely monetary standpoint, but is not the pro-
duction of remedial agents to be classed as work which should not
be measured in dollars and cents, but as of the highest importance
(iiortthezwelfare of the people and for proper development of the in-

ustr

Th?s development can not take place without proper protection,
and especially the stimulation of that research work which, it has
been testified, is so necessary. It will indeed take six years for the
teaching of a group of men to carry on this work, but before these
men engage in such an arduous course of instruction they must know
that there will be an outlet for their energy at the end of that time.
By the passage of this bill encouraging the manufacture of dye-
stuffs, munitions, and medicines, such assurance would be complete,
and our educational institutions would be crowded with young men
aspiring to this important branch of scientific work. .

Among the many specific instances which have been given of
remedial products of importance which are directly connected with
dye-works development there has been overlooked one which has
contributed greatly to the relief of the suffering wounded. I refer
to dichloramin T, one of the newer antiseptics, which for its pro-
duction is absolutely dependent upon dye-works methods and dye-
works intermediates. .

For many years pharmacy was in the grip of the German manu-
facturing octopus, to the extent that the products which were con-
trolled and sold on the American market at high prices were sold
across the border line in Canada at less than one-fourth of what we
were compelled to pay. The records of previous tariff and patent
investigating committees will show this to be true in the case of
phenacetine and also, later, aspirin.

With all of these facts in view, we in pharmacy feel sure that
when this committee comes to render its final decision upon the
merits of the bill before you you wili deem it wise to foster this
essential industry under the wise provisions which have been therein
formulated. ) .

(Thereupon, at 345 o'clock p. m., the committee adjourned to
meet at 10 o'clock a. m. to-morrow, Tuesday, December 9, 1919.)
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TUESDAY, DECEMBER 9, 1919,

Unitep STATES SENATE,
SuecoarMiTTEE ON FINANCE
Washington, D. 0.

The subcommittee met at 10 o’clock a. m., pursuant to adjournment
on yesterday, Senator James E, Watson (chairman) presiding.

Also present: Senators Curtis, Sutherland, and Nugent.

_Senator Watson. The subcommittee will resume its hearing on
bill H. R, 8078. :

Mr. Howarp. Mr. Chairman and ientlemen of the committee—

Senator Warson (interposing). Are you going to be the first
witness this morning?

Mr. Howarp. I am going just to make a fow remarks and will
call on three members of our association,

Senator Warson. All right. If that is the understanding you

may proceed.

STATEMENT OF MR. HENRY HOWARD, CHAIRMAN EXECUTIVE
COMMITTEE OF THE MANUFACTURING CHEMISTS' ASSOCIATION
OF THE UNITED STATES AND VICE PRESIDENT OF THE MER-
RIMAC CHEMICAL CO0., BOSTON. MASS.

. Mr. Howarp. I represent the Manufacturing Chemists’ Associa-
tion of the United States, an organization that was founded in 1872,
I wish to submit for the information of the subcommittee a list of
the officers of this association, together with a list of its members:

Officers.—President, T. 8. Grasselll, president Grasselll Chemical Co., Cleve-
land; vice presidents, Willlam H. Childs, president ‘I'he Barrett Co., New York,
and H. H, S, Handy, president Semet-Solvay Co., Syracuse; trensurer, O,
Wilhur Miller, president the Davidson Chemical Co,, Bultimore; secretary, A.
H. Weed, 84 State Street, Boston.

Brecutive commitice—Henry Howard (chalrman) Merrimae Chemical Co.,
Boston; Adolph G. Rosengarten, Powers-Welghtman-Rosengarten Co., Philadel-
phia; Lancaster Morgan, General Chemical Co., New York; E. R. Grasselll,
Grasselli Chemical Co., Cleveland; D. W. Jayne, the Barrett Co, New York:;
J. D. Pennock, Solvay Process Co., Syracuse; Dr. Charles L. Reese, E. I, du
Pont de Nemours & Co., Wilmington,

Members~—Armour Fertilizer Works, Chicago; the Barrett Co,, New York;
Baugh & Sons, Philadelphia ; Henry Bower Chemlecal Manufacturing Co., Phila-
delphia; Calco Chemical Co., Bound Brook, N, J.; B. P, Clapp Ammonia Co.,
New York; Columbia Chemical Co., Pittsburgh; Consolidated Color & Chemical
Co., New York; Contact Process Co,, Buffalo; Davison Chemical Co., Baltimore ;
Detroit Chemical Co., Detroit; Dow Chemical Co., Midland, Mich,; E, I, duPont
de Nemours & Co.,, Wilmington; General Chemical Co., New York; Grasselll
Chemiecal Co., Cleveland; Harshaw, Fuller & Goodwin Co., Cleveland; Herf &
Frerichs Chemical Co., St. Louis; Heller & Merz Co., Newark ; Heyden Chemical

o1
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Works, New York; Hooker Electrochemicnl (o, New York; Hord Color Prod-
ucts Co.,, Sundusky, Ohlo; Kulbtlelsch Corporation, New York; B. ¢ Klipstein
Sons Co, New York: Chax, Lenning & Co. (Ine.), Philndelphing Mallinekroit
Shemical Works, St. Louis; Mathieson Alkall Works, Providence: MeKesson &
Robbing (Inc.), New York; Merck & Co., New York; Mereimne Chemieat Co.,
Boston; Michigan Alkall Co., Detrolt; Mutual Chemiceal Co., New York: Na-
tlonal Ammonia €Co,, Philadelphin; Nattonal Aniline Chemieal Co,, New York:
Natlonal Lead Co,, New York; Naugatuck Chemlcal Co., Nnugatuck, Conn,;
New England Fuel & Transportation Co., Boston; Neport Chemienl Works,
New York; Nichols Copper Co,, New York: Pennsyivania Saie Manufacturing
Co,, Philudelphin 3 Chas, Ptizer & Co. (Ltd,), New York: Philudelphin Quartz

Co., Philadelphin; Powers-Weightinan-Roxengarten Co,, Philadelphin; Roessler -

& Hasslacher Chemienl Co,, New York; Rollin Chemieal Co, (Ine), Charleston,
W. Vu,; Semet-Solvay Co., Solvay, N. Y.; Solvay Process Co,, Syracuse, N, Y.
Tartar Chemical Co, New York; U. 8. Industrial Aleohol Co,, New York; West.
ern Chemieal Munufacturing Co,, Denver, Colo,

Many of the members of the association have been in the chemical
business continuously since its formation in 1872, and will continue,
in all probability, whether the dyestuffs bill is passed or not. We
have, however, observed the way in which Germany, by all means in
her power, has strangled the conl-tar dye industry in this country;
first, by unfair competition, and, second, by using our own defective
patent laws to retain her monopoly.  We are strongly convinced that
1t will not be possible to preserve the industry by u tarviff alone, either
with an antidumping or an unfair-competition Inw, desirable as these
features are, without some sort of a flexible selective embargo on im-
ports, which we feel can be satisfactorily accomplished by the pro-
posed method of licensing imports,

We older manufacturers observed with great concern our absolute
unpreparedness when the Iluropean war first came on. The difficulty
of getting started in the production of munitions on a large scale in
spite of the most lavish expenditure of money by the English, French,
Italians, and Russians inthis country in 1914, 1915, and 1916 is a
matter with which those who were in the chemical business at that
time are all familiar. Col. Harris and Admiral Earle have spoken
of the difficulty of getting adequate supplies after our entry into
the war in April, 1917. They did not mention that before that time
hundreds of millions of dollars had been spent by the Allies in bring-
ing about the development of the many Kmericnn munitions plants
then existing, including large plants for coal-tar products, such as
phenol, T. N. T\, and picric ncid.

It might interest you gentlemen to know my personal experience
in that matter: I am a chemical engineer by profession, and vico
president of the Merrimac Chemical Co., and, with some allied in-
terests in Boston we started. in the spring of 1915, when all mate-
rials were readily accessible for building, to build a plant for the
production of synthetic phenol and picric acid to supply the French
and Russian contracts. The prices at that time being offered by
thoso Governments were nearly three times as high as the fixed price
which the United States Government had to pay when it came into
the war. Those early prices were made of a magnitude that high
in order to induce American manufacturers to go into that line of
business,

Wo retained the services of Stone & Webster, one of the largest
engineering companies in this country, to rush through the construc-
tion of our plant. Money was spent lavishly; as many men as could

i
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possibly work on the plant were put to work on it, and at 24 hours
a day. We started work about the ist of May, 1915, and got the
plants finished about October. It then took us nearly six months
to get a_personnel trained so that we could really make the plant
work. During the first three months we turned out practically
nothing in the way of products, After we had been running a year
everything was running smoothly, but we had all that time to do
this practicing on the Allies while American industry was getting
started in the manufacture of high explosives.

Our company was one of the most successful war-time munition
{)lan.ts; it was not one of the largest but one of the most successful.

think the experience we had was the experience of nearly all other
companies that started in, in o similar way. I think it a fair state-
ment to make that no munitions were delivered to the Allies during
the first two years of the Great War in any substantinl quantity, or
during the first year and a half at least—except those that were mado
by already existing explosive manufacturers who had trained person-
nel, and plant and equipment, like the du Ponts and other explosive
manufacturers in this country, Therefore we can readily see what
Zyould have been the situation if we had been open to attack at that

ime,

The chemical manufacturers to-day who are not divectly interested
in the manufacture of dyestuffs fully realize the immense increase
in their prosperity that has come through the development of the
dye industry. Let me give you another personal experience: Before
the war the strongest sulphuric acid, called oleum, was hardly known
in this country as an article of commerce. It is, however, of ex-
treme importance in the manufacture of modern high exviosives
and one of the first things the manufacturers of heavy chemicals ha¢
to do in 1915 was to provide plants for the lai'f;a seale production of
oleum. When the armistice was signed and the manufacture of
munitions was stopped we thought that the demand for oleum would
largely disappear, but, to-day, to our surprise, owing to the largely
increased demand by the dye industry, the demand for oleum upon
my own company is substantially as great as it was duving the war,
which means that our entire olewm equipment will be kept in opera-
tion, and its entire product coull be diverted upon a moment’s notice
to the manufacture of munitions.

Senator WarsoN, What is oleum?

Myr. Howarn. A highly concentrated sulphurie acid that is -used
in the manufacture of high explosives, like T. N. T. It was not
prior to the war an article of commerce to any extent in this country.

Senator WarsoN. Did the dye industry in the United States or in
Germany ever have anything to do with developing that product?

Mr. Howarn, Yes, sir.

Senator Warson, What did it have to do with it?

My. Howarp. The product was originally developed in Germany
by the Badische Co. as an adjunct to its dye industry, and beeause
in many processes of sulphonation and otherwise in that industry
this highly concentrated sulphuric acid is absolutely essential and 1t
could not be made by the old chamber process.

Senator Warson. Did its manufacture here grow out of or is it in
any way related to the dye industry ; where you made it, for instance?
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Mr. Howaro, The initial large scale production was brought about
through the enormous demand for its use in the explosive fleld. We
were not prepared to make it on & very large scale fprior to the war
because we had no dye industry to develop it. In fact, we had two
or three years in which to get ready before we ourselves came into
the war, and after we came into the war we had already a very large
groduction of oleum. But, as I have said, now, instead of that pro-

uction absolutely falling off to where it was before the war, 1t is
still keeping up at a very high rate as the result of the large demand
made for it by the dye industry; and it is likely to continue so if the
dye industry continues.

Senator Watson. For what purpose in the making of dyes do they
use oleum?

Mr, Howarp, Oleum is used principally in the first treatment of
_th(;‘products, like napthalene or toluol, for processes called sulpho-
nation.

Senator WatsoNn. In the making of dyes?

Mr, Howarp. Yes; in the making of dyes. And, as was pointed out
on yesterday by Dr, Bogart, that first step could be succeeded by
other steps, so that instend of making those things,into dyes, you
could make those things into explosives,

Senator NueenT, Were you obliged to carry on work of an experi-
mental nature in order to produce this material in the first instance?

Mr. Howarp., In order to produce oleum?

Senator NucenT, Yes. -

Mr, Howarp. We were not, because we bought a fully developed
process from Russia,

Senator Nueent. Why, if you know, was therc no dye industry in
this country at the outbreak of the war?

Mr. Howarp, Well, there are a good many reasons, I suppose no
two people who might come on the stand here would be likely to give
exactly the same reason, but one of the principal reasons was the
efforts of German dye manufacturers to keep us out of the business.
And they did that by several means: One was their system of patent-
ing everything in this country and then refusing licenses to an(f one
in this country to work those patents. In other words, they made use
of our patent laws to maintain the monopoly for their own country.
And, Y might explain right there, that as long as they had that
monopoly they would sell those goods here at a very high price.

Furthermore, I believe it was customary in their works to write
off their plants during this period of high prices, down to a merely
nominal value, and then as soon as the patents in this country expired
prices would be dropped on those particular products to a point
where there was no inducement for an American chemical manufac-
turer to go into the business with only the promise of a moderate
profit. In one or two cases where an American manufacturer did
have the temerity to go into the business prices were immediately
dropﬁed to a point below cost of production; and in one case, of
which Mr. Wigglesworth, whom I am going to call a little later on,
can tell you about personally, and I only know it from hearsay, an
additional duty was put on—in the case of anilin oil, I believe, as to
which, in spite of the duty, the price was put lower than before the
duty was put on. But these facts I do not know of my own knowl-
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cdge, and Mr, Wigglesworth can bring the matter out when ho goes
on the stand, if you wish to hear about them.

Senator Nueent., All right.

Senator WarsoN. You may proceed with your statement,’ M.
Howard, ‘

Mvr. Howarp, Any attempt for the industry to show its head in this
country was met by the putting in of those particular products at a
price low enough to drive that American-made product out of the
market. That was done through the enormous strength of those
German industries. Of course, they lost a good deal of money in
doing it, on that &mrtlcular product, but they were making large sums
on their patented products.

Senator Nueent. For what period of time did that continue, ap-
proximately ?

Mr. Howarn, Well, so far as I know, it has continued as long as I
can remember back in the chemical business,

Senator NucenT. Do you know whether or not there was any tariff
placed upon German dyes during the time that you now refer to?

Mr. Howanp., There was never during my connection with the in-
dustry a tariff adequate to protect the dye industry in this country.

Senator Nucent. Do you know whether or not any effort was
made, either by the manufacturers of dyes or by others interested in
the business, either directly or indivectly, to bring about the enact-
ment of tariff laws by the Congress on the importation of dyestuffs?

Mr. Howarp, Well, of course, you mean some time back; you do
not refer to 1916¢

Senator Nueenrt. Neo; I mean prior to the war.

Mr. Howarp, Well, 1 know in 1909, I think it was, during the
Payne-Aldrich bill—and I was at that time chairman of the execu-
tive committee of this same association—I know we did our best to
try to get duties placed on some of the basic materials, I mean mato-
riuls that were the basis of the dye industry.

Senator NueenT. Were your efforts successful?

Mr. Howarp. Not adequately successful.

Senator NuoenT, Wore those efforts opposed by any persons?

Mr, Howarp. Not openly; but—- .

Senator NucenT (interposing). Covertly or otherwise?

Mr. Howarp (continuing). Not openly, so far as I remember; but
we always felt that the textile manufacturers were opposed; in fact,
1 know, through some of my friends who were textile manufacturers,
that they were then opposed to the matter.

Senator Nueexn Thank you, . )

Mr. Howarp. But those same friends of mine have completoly
changed their minds as the result of finding out what they were up
ugainst during the war. . .

Ser;}:}?tor Nucent. That is, when their supplies of dyestuffs wore
cnt off ¢

Mr. Howarp, Yes, sir.

Senator NuaexT. I understand. T thank you.

Senator Curtis. You stated a_moment ago the license system wns
needed in order to protect the industry s will you state why that, is so{

Mr. Howarp. At the present time if you were to trv to croate a
tariff according to the rule that we tried to apply in 1909 or 1910—
that is, a tariff to cover the difference in cost of production at home

168564—20— B
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and abroad—I do not know how it would be possible to find out what
that difference would be. Who could tell what the cost of production
in Germany to-day is ns compared to the production in this country?
And more especially in view of the perfectly extraordinary rate ot
cxchange, and in view of the further fact that, as I understand,
prices are different in different parts of Germany? I understand
that the reichsmark in Germany does not pass uniformly over the
country; that different portions of Germaay print their own money
to-day, and if you go into one section of Germany to-day from an-
other section you have to change your outside money into the money
of that section-—the money of that particular principality—and then
the money of that principality is no good in the next place. So, gen-
tlemen of the committee, it would boe hopeless to attempt to discover
what would be the difference in cost of production here and in Ger-
many. Then, again, even supposing you were able to make a tariff
covering the difference between cost of Rroduction in Germany and
here, you would be still confronted by the willingness of that enor-
mous industry to pay no attention to cost of production there and
proceed to stamp out the industry here at all costs that might be
necessary to do it as %uickly as possible before the industry here
gains any more str%v;t .. .

Scnator Curris. Well, if that is the only difficulty why could not
that be prevented by an antidumping law?

Mr. Howarp. An antidumping law, or an unfair competition
law, so far as any I have ever seen, would not act until after the
dumping or the am((lige had been done. No antidumping law that
I have ever seen would anticipate such action by Germany. It could
only be brought to bear after the damage had been done. In other
words, we have a situation to-day in which things are moving with
almost’ lightning-like rapidity in these different countries. The
English, as has already been pointed out, fully realize that, and
they have established a license system. The French realize the sit-
uation and have done the same thing. The Italians also have fore-
seen what would happen and have done the same thing. .

Senator Corris. Youn know, Mr. Howard, a licensing system is
very strongly opposed in this country. I am not speaking for the
other members of the committee, but according to my judgment
there is not much opposition to the levying of a tariff in order to
build up this business while there is opposition to a licensing sys-
tem, Tﬁerefore, so far as I am concerned, I would like to hear you
people very fully on the antidumping or the tariff features of this
matter. g

Mr, Howaro. Senator, I do not pretend to be an expert on legis-
lation, and therefore I do not pretend to say that the licensing sys-
tem is the only system that could be eﬁ'ect_lveiy used.

Senator Courris. Why could not an antidumping law be so framed
as to prevent the filling of our markets to such an extent as to
destroy your industry? "

Mr. Howarp. There are such rapid changes—-

Senator Curris (continuing). Because in that way the matter
would be controlled at the place of entry of the product and prod-
ucts could be prevented from landing, or from being disposed

.
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of in this country, by an antidumping law the same as under o
licensing law,

*_Mr. Howarp, The situation is liable to such oxtremely rapid

changes that we feel you must have some means in the hands of

the executive departments of the Government to meet changes in

the policies as they arise during this extremoly critical period of

our foreign competitors in the next few years,

Senator Curtis., I hope that during the hearings you will have
sgrfnel lone; who is fully advised on that point and that he will cover
it fully.

Mr. Howarp. I think we will. I am not a lawyer or a legisla-
tor,

Senator Corris. I am not speaking for the members of this sub-
committee, but I think that is the real point of this bill,

Senator Watson. That is the point of this bill. We heard wit-
nesses here on yesterday on questions that were not in dispute and
that nobody is objecting to either as a peace proposition or a war
proposition; everybody takes that for granted. We heard those
witnesses because they were here and wanted to be heard, or other
people wanted them to be heard. However, the real question here
15, the method by which this industry is to be sustained. Some say
one thing and some say another. It is not necessary to go into any
questions, either directly or collaterally, having to do with the ne-
cessity for the support of this institution in this country. There-
fore, if you gentlemen can come down to the other proposiiion it
will be very satisfactory to the committee,

Mv, Howarp, Will you now call on Mr. A, H. Hooker?
HSeIl(mtor Warson, Certainly. We will be very glad to hear My,

ooker, )

STATENENT OF MR. ALBERT H. HOOKER, TECHNICAL DIRECTOR
HOOKER ELECTRO-CHEMICAL 0., NIAGARA FALLS, N. Y,

Mr, Hooxer, Mr. Chairman and gentlemen of the committee, we
are electrolytic manufacturers of caustic soda, liquid chlorine, and
chlorine products.

There are three quite large manufacturers of chlorine in the
United States, but we are, perhaps, the largest.

Senator Warson. Did you say chlorine?

Mr., Hooxer, Yes, sir; chlorine gas.

Our plant is possibly the largest plant in the world manufacturing
chlorine gas, The connection between our work and the dye indus-
try and preparedness in case of war comes out in this way: The
manufacture of monochlor benzol—that is a combination between
chlorine and benzol, which you have heard is derived from coal
tar, forms the base for the manufacture of sulphur black in the
form of dinitro phenol, and also forms the base for the manufacture
of such explosives as picric acid by the monochlor henzol process.

Dinitro phenol. which is the direct intermediate that would
make sulphur black, was also one of the ingredients of the principal
French explosive. They used that to reduce the melting point of
pieric acid and make it possible to load it into their shells, using
about 20 per cent of dinitro phenol in their shells. T might say
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that in February, 1914, I went over to Germany and spent about 10
days in Bayer & Cos plant, at Leverkensen, just outside of Cologne.
That is one of the largest German anilin dye plants——

Senator NucenT (interposing). What year?

Mr. Hooker. February, 1914, just six months prior to the war,

It was a benutiful plant, covering about a square mile of territory,
with factory buildings, laboratories, and streets, to say nothing of
the surrolmdinlg lmrks and villages for their workers. In this works
were employed fully 1,000 highly trained chemists and engineers,
and the interchange internally of produets included the manufacture
of acids, alkalies, paints, pigments, dyes, pharmaceutical prepara-
tions, and photographic chemicals, all interwoven in a common fabrie.
. The reason I was over there was that in 1912, at the time of the
international congress of applied chemistry, Dr. Duesberg had visited
this country and had visited our works, and found, I believe, that
we had the most efficient electrical equipment and cells for producing
chlorine that were then in use. 'We saw no reason for not licensing
them, as an interchange of courtesy for chlorine manufacture and for
introducing these cells, and we did so. They started to use some of
these cells. I went over there to assist them in the manufacture of
chlorine at that time, and had entrée to their works. I found that
chlorine was being used, a considerable part of it, for this monochlor
of benzol I speak of, for dyes. 4

I might say, aside, that little did I think when we licensed them,
in 1913, or even when I was assisting them early in 1914 in the pro-
duction of chlorine, that my own son, as gas officer for our Twenty-
seventh Division, would be combating poison gas produced from
chlorine gas made at that dye plant.

Howaever, to continue

1Sen?at:or Warson (intcrposing). When did you establish your
ant
P My, Hooxer, In 1904,

Senator Watson, To what use were you putting the products of
your plant?

Mr. Hooxer. A very large amount of our chlorine was being used
in the paper industry and the textile industry, in the manufacture
of bleaching powder and for bleaching paper pulp—

Senator Warson (interposing). No ?art of it at that time was
being used for the manufacture of dyes

Mr, Hoorer. None.

Senator WarsoN. How long before a part of it was so used?

Mr. Hooxer. Not until after August, 1914, T will come to that
point almost immediately.

Senator Warson. All right, You may proceed with your state-
ment.

Mr. Hooxer, Having seen that this chlorine was used in certain of
these dye products in February, 1914, when the war broke out in
August, 1914, and shipping conditions were being disturbed in
September, I discussed fully with the officers of the National Anilin
Co., in Buffalo, just a few miles away, this dinitro phenol and mono-
chlor benzol to make intermediates which would make sulphur black.
They were then getting these intermediates and getting chlorine prod-
ucts, from Germany. It is true, they were making some sulphur
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black here, but makin§ it only from intermediates which came from
Germany. They were helpless to manufacture without these products.

Wo then started experimental work. This process itself is a sitnple
one, seemingly. We started our experimental work on the manufac-
ture of monochlor benzol; and before the winter was over and along
toward spring we felt that we had a working process. We then
ordered equipment to Jmt ulp a small plant for the manufacture of
chlor benzol; and in July, 1915, there was a rather urgent demand
for it, and we commenced operating,. We then had very much the
same experience that Mr. Howard mentioned——when we got into our
plant, and got to making chlor benzol, chlorine, and hydrochloric
acid the fumes attacked our operators and we had to go into the
matter further—and, gentlemen of the committes, it was just one
merry hell, I will say, getting thing going. For a poriod of six
months we worked on the process trying to overcome our difficulties,
and by the time we got going the French Government was calling
on us for this same chlorbenzol. It first started as a supply for the
shortage of dyes, but by that time the French Government was call-
ing on us for this sime product for use in their explosives.

Wae increased our plant, changed our methods of manufacture, and
kept on constructing and reconstructing, Finally, we built an entirely
new plant, and had to tear down the old equipment, going over a

eriod of two years, But before the end of the war we were produc-
ing the equivalent of 10,000,000 pounds of this product a year, and
from it was produced perhaps 20,000,000 pounds for high explosives
for the French Government. .

At the same time this product was being used for picrie acid in «
plant which we had built for our own Government in order to sup-
plement its supply of picric acid from phenol, which was made in such
plants as Mr. Howard’s plant; and which has had a twofold pur-
pose: First—in ordinary processes through phenol, they used large
quantities of caustic sodas and in our })rocesses we produced caustic
soda and produced chlorine to make chlor benzol, and, hence. in sup-
plementing the other processes it resulted in the conservation of the
material resources of this country, and the two processes worked
ve;'ly well side by side,

hat production was really very important, particularly important
to the I'rench, and would have been important to us if conditions
had gone on beyond the point where they did, had gone on a little
longer with us.

I will say this about our plant and about that situation at the
present time: Here was this dinitro phenol that we were absolutely
unable to obtain in this country. It had never been manufactured
until we started its manufacture. It was the basis of what might be
called the sulphur dye manufacture. It is the princi]pal dye used in
hosiery and a great many other articles, We now have the equip-
ment worked out to the point where I believe it is more efficient. or
better equipment and a better layout than the Germans have at this
time—or had before the war. In other words, T am satisfied that
our chlorine situation is better than their situation.

Senator Warson, How much more does it cost you to produce sul-
phur black than a competing plant in Germany?

Mr. Hooxker. I have no ideas on the sulphur black industry.
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Senator Watson, How about chlorine?

Mr, Hookker. I would say that basically it ought not to cost us any
more.

Senator Watson. I know; but whether it ought not to cost any
more or not, does it, in fact, cost any more?

Mr. Hooxer, Well, I do not know what it costs in Germany. I
have no means of finding that out.

Senator WaTtson. Of course there would be some difference in the
matter of labor.

Mzr. Hooker, I have tried to find that out but can not figure it out
in my own mind, even though knowing their conditions over there
to some extent.

Senator Warson, None of that is coming in here now, is it?

Mr. Hooker, No, sir,

Senator Warsox. Is any of it coming in indirectly, that is, through
Canada or any other countries? I mean, more particularly, through
Mexico or any other country ?

My, Hooxer. I do not know about that, but do not think so.

Senator Nugent. You have no definite idea with regard to the
difference in cost of production in this country and in Germany?

Mr. Hooken, Noj; I have no definite idea in the matter of dollars
and cents, so to speak, as to cost of production, If you were to ask
me about manpower, or hours, or something else along that line, I
would answer that we are able to meet Germany on a fair basis on
that particular intermediate. But if you ask me about the dollars
and cents situation, considering the condition of the market and
other matters, and the effect if they want to stifle our industry as
they have done in the past, I can not answer. If they want to brin
about u situation of that kind, and we are not Erotected, they will
put that product in here below cost and absorb the loss. Therefore.
I have nothing to say as to what the comparative situation would be
on it.

Senator Nucext, You have no idea with respect to the difference in
cost of coal, of electricity, or of whatever power is used in their
factories? .

My, Hooxen. I have a very definite idea, After visiting that plant
and spending 10 days in their works in Germany—

Senator Nueent (interposing). I am speaking as of this time.

Mr. Hooxer. Well, I ean not tell you as to that. As of the time
when I was there I was satisfied that we could compete with them
quite fully in the production used in the early stage of this product.

Senator NueeNT. But you know nothing about the situation at this
juncture?

Mr. Hooker. No, sir.

Senator WarsoN. You may proceed with your statement. .

My, Hooker. What I wanted to bring out was this: That it did
take us nearly three years of strenuous work, with a process that in
itself is simple, to get the working problems down to a point where
we really had a plant that was running smoothly, a personnel that
could operate it, and the kind of equipment that could stand the
corrosive effect of chlorine and the corrosive effect of hydrochloric
acid in order to get to a point where there would be a living and
working condition, That knowledge having been acquired after

P
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a hard strug%le in time and expense, it scems to me all-important
to maintain the operating, going, growing, evolving plant so pro-
duced, and one that is gett%ng better and better as time goes on. Tt
is only because of what we did for the Allies and for the dye indus-
try that we went through the earlier stages of research, and prepara-
tion, and changing, and rechanging that we were able to produce
something for our own Government when we went into the war,

Senator Watsox. I am not familinr with the tariff situation as to
that matter. Were you operating under a protective tariff before
the war as against chlorine?

My, Hooxer. There was some tariff on the bleaching powder, for
instance, that we had. We were not making the product before the
war; at least, the intermediates they used other than chlorine, As
to dinitro phenol the National Analine Co. brought in and which the
French used in connection with picric acid, that was material that
the Germans sold to the National Analine Co. for the manufacture of
sulphur black. We did not make that product, but could make it
now,

Senator Warsox. You did not make sulphur black before the war?

Mr. HooxEer. No, sir. And our chlorine did not enter to any large
extent into dyes before the war,

Now, gentlemen of the committee, from our plant at Niagara Falls,
we are supplying this product for the manufacture of dyes in this
peace-time situation. Of course, with shipping conditions and all
other conditions as they exist at this time, they act as a license barrier
and hold that competition in leash. But what is going to happen to
us later on I do not know, I feel that our industry, our own par-
ticular industry, will survive without that chlor benzol production;
but I further feel, as a matter of preparedness for the country, that
the interests of the people at large are greater than our own in the
matter of the continuation of that process, so that our plant may be
equipped and our workmen ready to jump in in a hurry if the emer-
gency should arise and keep things going.

In conncction with that snme situation, of course, our chlorine
production entered into such things as sulphur chloride for the manu-
facture of mustard gas, using picric acid and chlorine from our
works, combininﬁ the two, would make chlor picrin, which was
another one of the gases used in gas warfare. And the bleaching
powder which we made from our chlorine was the one thing we
used to combat mustard gas and neutralize its effect on territory
where mustard gas had been scattered in the trenches so that our
boys could stay in them, And chlorine was used to disinfect the
watoer, to prevent contagion and mnke possible living conditions,

Itheliove that is all that I have to present, gentlemen of the com-
mittee,

Senator Warsox. All right, We thank you for your attendance.

My, Howard, who will be your next witness?

Mr. Howanp. T would like to have the committee call Mr, Pardee,
of the Dow Chemical Co.

PS&nator Warson, The committee will be very glad to hear Mr.
ardee.
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STATEMENT OF MR. JAMES T. PARDEE, VICE PRESIDENT OF THE
DOW CHEMICAL C€0., MIDLAND, MICH.

Mzr. Paroee. Gentlemen of the committee, as Col, Fries stated yes-
terday, our company was the oan company in the United States
outside of the Edgewood Arsenal that produced any mustard gas. I
think we were the first producers of mustard gas in this country; and
the reason why we could produce mustard gas was that we had a
chlorine plant.

Senator WaTson. When was your company organized?

Mr. Paroee. The present Dow Chemical Co. was organized in 1897,

Senator WarsoN, What did you manufacture before the war?

Mr. Parpee, Bromine and bromides, chlorine products, and in-
secticides,

In addition to mustard gas, which Gen. Sibert spoke of as being
so important in warfare, and in which chlorine cuts a very im-
Portant figure as one of its constituents, there are other gases which

e did not mention, I presume from lack of time, which, in some
- respects, are more important than mustard gas, and which depend
upon bromine as one of their principal constituents,

The foundation for the present organization of the Dow Chemical
Co. was laid in 1888, when Mr. Dow started to develop a new
process for the manufacture of bromides. It took about five years
to complete his process and begin the manufacture of bromides on a
commercinl scale. T merely mention this to show you the time it
takes to develop chemical processes.

Mpr. Dow then turned his attention to the manufacture of chlorine
by the clectrolytic process, and at that time about the only use we
knew of for chlorine was in combination with lime to make bleaching

owder. It took another five years, about, to manufacture chlorine
into bleaching powder on a commercial seale. That was about the
first to be made in this country, all the bleaching powder we then
used being imported from England and the continent, Germany.

We increased our capacity for the manufacture both of bromides
and chlorine from time to time, and had a surplus of bromides
which we exported to Australia and England. Thisaroused the anger
of the German Bromine Trust, who sent one of their directors to
this country to tell us we must stop exporting bromides,

I should like to have incorporated in my remarks a letter from
Mr. Dow to Representative Fordney, giving a brief statement of
the circumstances connected with that visit:

Tae Dow Cuemican Co.,
Midland, Mich., July 18, 1919.
Hon, Josernt W, FoORDNEY,
House of Representatives, Washington, D. C. .

DrArR Mr. Foroney: In reply to your letter of July 14, ouriexper}euce with
the German Bromine Trust was somewhat as follows:

Fifteen or sixteen years ago a German who spoke good English came into
my ofilce and introduced himself as a director in the Deutsche-Bromkonvention
(Bromine Trust), and explained that the Bromkonvention was a subsldiary of
the Kalli Syndicate (potash syndleate). He elaborated somewhat fully on this
point, explaining that the Prussian Government was a party to the potash
?K;It‘l‘:a?:gnnnd that the Bromkonvention was to the same extent a Government

After some further preliminary remarks he stated that they had secured
evidence that we had exported bromides, Fe did not complain that we had

e e Rt
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exported thein to Germany, but that we had exported them out of the United
Stutes. I replied that I knew of no law In the United States that prevented
Anerleans from exporting bromides, whereupon Tiiis OERMAN 8TATED that he
Knew there was no United States lnw but THAT HE HAD COME ALL THE WAY
¥FROM STASSFURT, GERMANY, TO TELL ME THAT THE BROMKONVENTION WOULD NOT
PERMIT ME TO EXPORT BROMIDES, AND THAT IF I PERSISTED THEY WOULD PUT 2
POUNDS OF BROMIBDES IN THE UNITED 8TATES FOR EVERY 1 POUND THAT WE EXPORTED.
I stated that we could make bromides just ns cheap as he could, tp which he
replied that price was no consideration and had no bearing on the subject; that
THEY WOULD PUT 2 POUNDS IN HERE FOR EVERY 1 POUND WE EXPORTED, ENTIRELY
IRRESPECTIVE OF PRICE.

I did not give the matter very serious consideration and we continued to
export bromides.

Sonie considerable time after .his visit \ Bi0 CONSIGNMENT OF BROMIDES WAS
LANDED IN NEW YORK AND DISTRIBUTED by the Roessler & Hasslacher Chemical Co.
AT 15 CENTS A POUND, THE PRICE IN GERMANY BEING APPROXIMATELY 40 CENTS PER
POUND AND THE IMPORT DUTY 20 PER CENT AD VALOREM. FROM TIIIS YOU WILL SEE
THAT THE PRICE THEY RECEIVED PROBARLY DID NOT PAY FOR IMPORT DUTY, TRANS-
PORTATION, AND DISTRIBUTION EXPENSES, I do not remember the Americun price
at that time, but it was somewhere near 30 cents,

Of course, many johbers of pharmacentical chemicals availed themselves
of the opportunity of stocking up on a stundard pharmaceutical produet ltke
potassium bromide, and if I remember correctly, there was no method by
which we could secure from the Government information in regard to the
quantity imported, But almost simultaneously with the arrival of this
bromide in the United States the same German referred to above visited one
of our hest custoniers, the Mallinckrodt Chemical Co., und Mr, Mallinckrodt
wired me that he wus there and asked nie to join them in a conference, which
I did, but would not agree to desist making exports, THE GERMANS S80LD ALL
THE BROMIDES THEY COULD AT 16 CENTS PER POUND, AND WHEN THEY COULD SELL
NO MORE AT THAT FIGURE, WEDUCED IT TO 14 CENTS, THEN TO 13 CENTS, AND I
THINK THE LOWEST OFFER MADE WAS 11 cENTS. This extended over a period of
ahout three and three-fourths years, but in the meantime we had entively ceased
selling bromides. We, however, continued to sell moderate amounts abrond and
have market, and during the last year of that perlod we sold more bromides in
Germany than the Germans sold in the United States, and it netted the Dow
Co. very much more than the American price. Such a large quantity of
bromides was brought into the United States during this time that for ap-
proximately three years thereafter there wus no market in Amerien for
bromides, We, however, contiuued to sell moderate amounts abond and have
never desisted, and at the tlme Germany entered into war we had the usual
amount of forelgn trade, which suddenly increased to large proportions when
German competition dropped out.

The only thing that prevented the Dow Chemieal Co, from being eliminated
from the bromide hustuess wag the high tarkff, which handieapped the Germons
to such an extent that they ultimately gave up the fight, If we hud bhéen less
persistent and had dropped out, everybody would have suld that the Amerleany
could not compete with the Germans In this line and would have belleved it
sincerely.

The ahove nre the main Yacts in regnrd to our hromide fight with the Ger-
mans, and I think more or less well known by most of the muanufacturing
chemists.

Very truly, yours,
Ienpery H, Dow,

Senator WatsoN, To what uses are bromides _ut.;? .

Mr. Paroer. Bromides ave largely vsed in medicinal preparations.

Senator Warsox. I understand, but what clse? .

Mr, Paroee. And in photographic chemicals. They are a very im-
portant factor in photographic films, . .

Senator WaTsoN. Was there a protective taviff on bromides before
the war? .

Mv., Paroee, Twenty-five per cent ad valorem,

Senator Warson. Was that sufficient to enable you to go on with
your industry in the manufacture of bromides?
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Mr. Paroee, Yes; because we had o very different process from
ang' other grocess in the world for the manufacture of bromides.

enator WarsoN, So that there was no direct competition?

Mr, Paroer, No, sir; not in the way of our process. There was
divect competition and very great competition in the manufacture
of bromine, and in other ways, however.

Senator Warsox. All right. You may proceed with your stnte-
ment,

My, Parorg. This shoivs one method the Germans used to stifle
competition by American manufacturers, and was undoubtedly used
to prevent the manufacture of dyes in this country before the war
and will be used in the future.

I think it might be interesting to note that other uses for chlorine
have been developed. Sometime previous to the brenking out of the
war we had discontinued entirely the manufacture of bleaching pow-
der, leaving it in the hands of other American manufacturers who
had for some time been able to supply the American requirements,
romembering that previous to about 1897 all bleaching powder used
in this country had been imported.

About 1915 we started preliminary work for the manufacture of
synthetic indigo. This was described by Dr. Bogart, yesterday,
as being very difficult to manufacture, involving a number of quite
intricate steps. It had never been manufactured in the United States
and we put it on the market for the first time on a commercial
scale in December, 1017, just two years ngo. Our reason for select-
ing indigo was on account of the large consumption of it in this
country, amounting to about 10,000,000 pounds a year—I can not
be sure of the actual figures—and also that it gave us another use
for our bromine.

Starting with indigo and gdding bromine in varying amounts
you get o variety of shades of blue, which are much more brilliant
than you can obtain from the indigo alone and of faster color.

And just here T want to show you the relation between bromine
18 a dye and as used in warfare, As I have stated, bromine is & very
important constituent of some of the gases which were used in the
recent war; for instance, what is commonly called tear gas, and which
I understand the Army would use in many cases where they would
not want to use mustard gas. Tere is a gas that is not toxic, is not
poisonous, Tt simply ineapacitates n man, so that he is put out of
the fighting temporarily without leaving any permanent injury.

The French Government considers bromine so important that they
have absolutely prohibited the importation of it into their country
in order to encournge the manufacture of it there, even though, as we
know, it costs nearly twice as much to produce bromine in I'rance as
the price at which they could buy it from us or some other manufac-
turer in this country. Our own Government considered it so impor-
tant that they got us to almost double our capacity for making bro-
mine, und therefore at the present time we have a capacity to pro-
duce a supply more than twice suflicient to meet the demand of
the United States; although we have never heen able, outside of
the time when we had this fight with Germany some 14 years ago, to
export bromine or bromides in any great quantity. So our only use
for our surplus bromine, as we see it at the present time, is in the
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manufacture of indigo. In the manufacture of indigo, notwith-
standing wo had the benefit of the 80 yenrs’ experience of Germany
before they perfected the process, ns mentioned by Dr. Bogart, and
had their book knowledge on the subject, we did not have their manu-
facturing experience, and in the four years since we started and the
two years that we have been manufacturing it on a commercinl scale,
we have not been able to secure the yields, that is, producs the amount
of indigo that we should, from the amount of raw materials which
go into the manufacture and from the power used. That simply

oes to show that notwithstanding » man may be educated in chem-
istry in n college he is not competent with his book knowledge to
go into a l)lant-nnd manufacture cither dyes or war materinl on a
commercinl seale without a great amount of training,

The reason we were able to assist the Government in the manu-
facture of mustard gas was that we had the chlorine to start with,
and we had a very competent organization—we have always mude
it 0 point to kave move chemists than we rveally needed for the manu-
facture of ‘our goods. in order to do a lot of research work—and we
had the apparatus which conld be turned into use for the manu-
facture of mustard gas. One interesting thing in that connection
is that in the manufacture of chloroform we use Inrge tumblers—
large exlinders—-which we used in the manufacture of mustard gas;
and we had other apparatus right there at our plant to start with.

Senator Warsoxn, &)o vou know anything about the difference in
cost o?f production of synthetic indigo in this country and in Ger-
man

Mg. Parner, We could not make synthetic indigo, as Isay, with our
imperfect yields, and put it on the market at a profit, for much less
than 65 cents o pound, while it was Inid down in this country by the
Germans, before the war, at the price of 18 cents, or 15 cents,
pound, and I was told this morning as low as 12§ cents a pound,

Senator Warson. You say on account of the yield. Do you mean
that you did not get as much from a given quantity of basic mate-
rials or constituent elements as they did in Germany?

Mr., Paroee, Exactly; and it took them 80 years to secure those

results. And even with the benefit of their knowledge and our four
renrs’ experience, we have not been able to duplicate it, or anything
ike it. 'We have tried many times during the last six months to
increase our yields, but something has happened in every case, so
that we have not yet succeeded in incrensing our yield to a point
where we could make more than about 5,000 pounds a duy on the
average,

Senator Warsox. What is the difference in production of the dif-
feront yields?

Mr. Parore. Anywhere from 50 per cent to 90 per cent in the
various steps,

Senator Surnerraxp, Ave their patents protected in this country?

Mr. Pawvore. Yes, siry and it took us o year or so to get around
their patents.  When we started the Chemieal Foundation did not
have control of their patents, and we spent considerable timo de-
vising ways and means of circumventing those patents,

You must remember, as Dr. Bogart stated vesterday, that there
are & number of intricate steps in the manufacture of indigo, some
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twenty-odd different stops before you get the final product. There
are only three companies in this country that have attempted to make
indigo.

Senator Surneruanp. Did you get any of their patents?

Mr. Paroee. No sir.

Senator SutTHERLAND. Did you ever try uny of the German pro-
cesses that were developed in those patents?

Mr. Paroee. I think not. We have done so in the laboratory, but
not commercially. We could not use their process for making indigo-
before the war, and what we may be able to do in the future we can
not tell, of course,

A protective tariff withont some licensing feature or some form
of embargo will not Erotect usg in the manufacture of indigo. In
talking with one of the chief ogponents of the licensing system he
said that probably 18 per cent of the dyes used in this country could
not be protected by a tariff alone. I asked him where he would put
indigo, whether in that class or not, and he said, “I do not see any
way to protect indigo by a tariff alone.”

Senator WaTson. What did you say your business is?

. l‘lhé Parorr, I am vice president and secretary of the Dow Chem-
ieal Co.

Senator Warsox, Of the compuny?

My, Paroer, Yes, sir,

Senator WaTsoN, You are not a chemist?

Mr. Paroge, No, sir.

Scnator WarsoN, You are a business man?

Mur. Parpee. Yes, sir.

Senator Warson, We do not know the difference between cost of
production at this time in this country and other countries in any-
thing. Nobody knows anything about how many men have been
killed or incapacitated for work on the other side, or how many men
are going back to work in other countries in any line of industry.
Nobody ﬁnows what production is going to be in other countries, or
what they will have for export. A protective tariff is based on the
theory of difference in cost of production at home and abrond—if
you will permit me, Senator Nugent, to state what has been my idea
of the matter.

Senator NucenT, Certainly; go ahead. T understand your theory.

Senator Warson, But if the unsettled condition in the dye industry
would necessitate a license system in this country, then on the same
line of reasoning it would necessitate a licensing system in every
other line of industry. If you have a license system in this country
you will build np a vast bureaurocracy, with thousands of men run-
ning around all over the country going into everybody’s business,
and $1,500 clerks sitting in the department in Washington telling
men what they shall do. We all know that the license system is re-
{mgnnnt to the sense of nearly everybody. They ean do it in En‘g-

and, but we havoe a different kind of government here. It might he
that it would be all right to apply it in this country to this industry
because of the practical conditions that surround it, but it is the prin-
ciple of the thing that nearly all of us object to, And, after all, if
you establish the principle of the license system as to this industry,
you then open the door for it to enter other industries. And, you
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know, if the camel gets his nose in he will get his hump in after »
while and crowd you out of the tent. )

If you gentlemen have any other plan to suggest than the license
system, I would like to hear it. I am speaking for myself and not
attempting to voice the sentiments of any other member of the com-
mittes, because we have not discussed it but I feel quite sure, after
having talked to quite o number of Senators about the license system,
thut you will have to show very strong reasons for the adoption of
u license system in regard to this industry and thereby establishing
}2“ principle in the United States, or they will most certainly not

vor' it.

Mr. Panoee. I think that can be shown, but do not think I am
capable of showing it.

n my opinion, it is necessary in the dye industry, because Ger-
many is so strongly intrenched—and I think it is the only industry
in which they are so strongly intrenched, Other products could
be kept out of this country, or at least their manufacture in this
country could be protected by a tariff; but in the case of dyes from
Germany. with their experience'in the manufacture of dyes, and
with the products which they have on hand, which I was told several
months ago amounted to 7,000,000 pounds of indigo ready to ship
to this country as soon as the embargo was lifted, you can see that
our situation 18 very different. )

Senator Watson. I want to ask you about that,

Mr, Paroee. I can not verify it,

Senator Warson. I understand. But we have had reports here
of great quantities of dyes stored away in Germany, and reports
have come that there were ships lying outside the 8-mile limit
ready when peace is proclaimed to come and dump great amounts
of dyes on our market, enough to supply the American market for
two years: and all that kind of thing. I took up with the depart-
ment the matter of an investigation of that question, and I have
correspondence in which they say they do not know anything about
it. They do not know whether Germany has a great quantity of dyes
to export or not. I also spoke to Representative Longworth about
it, who introduced this bill, and showed him some newspaper clip-
pings to the effect that Germany had any quantity of dyes for ex-

ort; and those newspaper clippings stated that dyes from Germany
ad been sent into Switzerland and Holland and there stored ready
to be shipved here,

I inquired also of the department about that, and they said they
had no information in regard to it; and I assume that if the depart-
ment does not know anything about these things nobody else does,
or that the situation does not exist. Therefore, if you have any

articular knowledge of that phase of this question, or information
o show that we are in immediate danger from the dumping of Ger-
man dyes on our market, such knowledge or information would be
very interesting and enlightening to this committee,

Mr. Pannee. T can only say that at a meeting I attended in New
York on August 7, 1919, Mr. Paul Nobbe, who is an importer of
.dyes, told me he had been offered Swiss indigo the day before for
64 cents a pound, and also that he had been informed that thera
were 7,000,000 pounds of indigo in Germany, reported at Bingen on
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the Rhine, on A;})lril 28, 1019, and that the price at that time was 42
cents o pound, which, with a duty of 30 ger cont and freight charges,
would make the price in this country about 57 cents n pound.

Senator Nucext., Did ho contend that his information was an-
thoritative? '

Mr. Paroee. He gave it to me as such. Of course we were having
n friendly talk, and did not have any particular argument about it.

Senator Curris. He was an importer?

My, Parper, Yes, sir; and a manufacturer, too, I think,

Senator Corrs. This was offered to him?

My, Paroer, The indigo from Switzerland was; not the 7,000,000
in Germany. .

Senator Warsox. Do you maintain that there is no dye manufac-
tured in this country and also manufactured in Germany that could
be protected sufficiently by a protective tariff except with an anti-
dumping clause.

Mr, Panoee. No, sir; but—-

Senator WarsoN (continuing). Of all varieties of dyes that.were
made, how many could be protected by a protective tariff, and how
large is the ratio of dyes manufactured that could not be protected
by o protective tariff and that you think would require the licenso
system to protect them?

Mr. Parpee. You understand that I am only interested in indigo
and am not familiar enough with other dyes to answer your question.

Senator Warsox. Do you feel that in the manufacture of indigo
the only way the industry in this country could be saved-~that is,
yours and others that might be manufacturing indigo—is by the ap-
plication of the license system?

Blfr. >arpee. The licensing system or n continuation of the present
embargo. )

Sem{;tm' Wausox. Thereby shutting the other fellow out?

Mvr. Parper. Yes, sir; becaunse we can make more than enough in
this country to supply the demands of this country. :

Senator Watson. Well, I am o protty high protectionist and al-
ways have been and have been accused of being a standpatter——

enator Nueent (interposing). But unjustly so.

Senator Warson, Oh, yes. But I have never been in favor of
shutting the other fellow out. That is & rather extreme protective
tariff view, .

Senator Cunris, Unless it is necessary.

Senator Watson, Yes; unless it is necessary, and could be shown
to be necessary.

Mr. Paroee. The only reason we ask it is to build up the dye in-
dustry as a wapr measure,

Senator Warsox. That is true, But if you had an absolute mo-
nopoly in this country and there could ba no competition from
abroad, what would you do about price?

Mr. Paroeg. So far as our own company is concerned T ean say wo
have always been satisfied with a very fair margin on the cost of
manufacture,

Senator Nueext., Have you even the most remote iden s to n rate -

of tariff that would adequately protect yon?
Myr. Parore, On indigo?
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Senator Nueent. Yes. :

My, Parpee. Something that would be absolutely absurd, 1,000
per cent or something like that—-

Se?nntor Nvueext (interposing). Upon what facts would you base
that

My, Panoee, T am speaking as of the present time' with the present
rate of exchange.

Senator Corris. That could be cured by an order of the Treasury
Department with reference to valuation.

Mr. Parore. The Treasury Department could not regulate what
n man should go into Germany and pay for it. .

Senator Corris, But they could make him tell what he did pay for
it and base it on the value here instead of there,

My, Paroee. That would be for the tariff only,

Senator Curris. T think the Treasury Department might do that,
and that would get rid of the exchange proposition.

Mvr. Parbee. Yes; so far as any duty is concerned, but not so far
as the amount he has paid for his product is concerned.

Senator Warsox., If there are no questions to be asked Mr. Pardee,
T will be glad to hear the next witness,

Mr. Howarv, Mr, Henry Wigglesworth will present a brief of
the Manufacturing Chemists’ Association of the United States in re
dye legislation. He was selected for that duty because he was chair-
man of the committee which drew up the brief. I have some printed
copies here, which T will be pleased to present to the members of
the comniittee,

STATEMENT OF MR. HENRY WIGGLESWORTH, OF THE MANU.
FACTURING CHEMISTS' ASSOCIATION OF THE UNITED STATES.

Senator Warsox. Please give vour full name to the reporter.

Mr. WicorLeswortir, Henry Wigglesworth is my name. I am on
the board of the General Chemical Co., a member also of the exccu-
tivetcommittee and, specifically, director of research and develop-
ment,

I have been made chairman of this subcommittee, I presume, be-
cause I have been in the chemical industry for 30 years, You gen-
tlemen, apparently, are all agreed upon the desirability of promoting
the dyestuff industry, and I would like to get as quickly as possible
to the points about which you seem to have some misgivings.

1 have here o memorandum of the Manufacturing Chemists’ Asso-
ciation of the United States in the matter of dye legislation, but I
do not think that this memorandum quite covers the points about
which you seem most doubtful,

Scenator Warsox. It is to be printed, and you can now make any
additional statements that you wish,

(Memorandum of the Manufacturing Chemists’ Association of
the United States, re dye legislation, submitted by Mr. Wigglesworth,
is here printed in full, as follows:)

MEMORANDUM OF THE MANUFACTURING C'HEMISTS' ASSOCIATION oF THE UNITED
STATES RE DYE LEOISLATION,

The Manufacturing Chemists' Assoclation of the United States is a noncom.
mereinl Institution organized in 1872, and having a membership of 50 chemienl
manufacturers, which Is n Inrge majority, and thoroughly representative of
the chemieal Industry of the United States.
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The assoclatlon urges the speedy ennctment of suitable leglslation of the
character set forth In the Longworth blil (H, R. 8078), entltled “A bill to
regulate the fmportation of conl-tnr produets, to promodte the estublishment
of the manufacture thercof in the United States, and, as incldent thereto, to
amend the act of Septemher 8, 1016, entiled, ‘An act to Inereasoe the revenue
and for other purposes,’”

The American dyestuft' and related conl-tar chemieal industry has reached
n stage which gives substantinl promise of a lasting future, but its complete
sueeess Is threatened by extraordinary factors that huve developed out of
the war and which are likely to incrense in force and extent.

The Manufacturing Chemists' Assoclation of the United States has glven
this matter careful study and concludes that a complete dyestuff and coul-tar
chemieal Industry should be assured, for the followlng reasons:

1, A well-rounded independent Amerlean dyestuff and related coal-tar chem.
fcal Industry Is absolutely essential to natlonal defense and natlonal welfare.
The close chemlcal relation between dyestuffs and oxplosives and polson gases
makes the dvestuff industry qulckly adaptable both fn equipment and per-
s:onnfvl to the manufacture of high explosives and materinl for chemicnl
warfare, .

2. The textile and other dye-consuming industries producing annually goods
valued at $5,000,000,000 are absolutely dependent upon dyestuffs at all thmesand
should have an ample domestle supply at hand wlthout dependence on {lie
forelgn product.

8. The chemieal Industry needs the dyestuff and related conl-tar chemicut
Industry to ald the natlon in cfficient and economle use of its natural resources,
It affords new outlets for the products of Amerlean manufactuvers for do-
mestle and forelgn trade.

4. The chemieal Industry, and particularly the dyestuff and velated coal-tar
chemieal parts of it, 18 peculiarly the industry above all others which through
research continually adds to the number of useful products for other industries.
Important developments are now In progress In synthetiec ammoniates for
fertilizers, synthetle nitrates and nitrle acld, synthetie oxalle and formle
aclds, synthetic gallle acld, synthetic camphor, oleum and chemfenls for ofl
refining, saccharine, permanganates, photographle chemieals, ore flotatlon
chemicals, medicinals and pharmaceuticals.

6. A coal-tar chemleal industry is indispensible to the natlon in the matter
of drngs. A wealth of valunble conl-tar medicinals, examples of swhich are
aspirin, salvarsan, and veronal, have been produced in recent years, ‘The re-
search which Is continuous in a coal-tur chemical industry has but touched
the possibilities in this direction,

6, A dyestuft fndustry stlmulates sclentifle regenrch as {t employs chemists,
ongineers, and physlcists to the extent of about 10 per cent of {ts total personnel,
This personnel constantly adds to the sum total of selentific knowledge and is
invalunble in time of war.

7. The Amerlean dyestuff industry hos grown from nothing to n large in-
dustry In less than four years and has shown itself worthy of every aid and
encouragement, Though hampered by lack of many supplies and the dlversion
of its personnel and facllitles to war activities the Industry produced 45,077,240
pounds of dyes alone in 1917, and 56,464,446 pounds In 1018, The average sell.
ing price per pound for the production in 1917 was $1.26 and for :'lms, $1.07,
(See Tarlft Commission Report 1918, Dyestuffs and Related Coal-Tar Chem.
feals.y It 1s doubtful if any other Industry can show a decrease in selling
price during this period of ever-increasing cost of raw materlals and labor,
and it may be stated with certninty that this reduction was u(*f-omplishml
through chemleal efficlencles and henlthy domestie competition, Iigures ave
not yet avallable for 1019, but there is every Indicatlon of still further pro-
gress in this respect. It 1¢ note-worthy that during 1019 n number of dye-
stufts very difficult of manufacture, have been added {o the list of Amevienn
colors. These include bromo-indige, true allzarine colors, developed black,
auramines, chrysophenine, and the first commercinl productlon of the vast

dy:ls It 1 one more Amerlean industry to add to the prospertty and well-being

1o, .
Ofltth‘i!.‘;wtlll\?}ehgmli)' of the Manufacturine Chemists' Associntion of the United
States that legislation emhodying a tarift coupled with a gystem of rogulutltn.l
of imports by license Is necessary for the adequate protection of the industry,

The Heensing plan Is the only method that has so far been devised, which
furnishes an clastic method of admitting dyes and related coal-tar products
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that ave essentlal to the textile and other consuming Industrles, while shutting
out dyes and related conl-tar products that nre produced domestically.

It ig o plan to regulate, not to prohibit, and is above nll else, tomporary, It
does not displace the tarlff but is anclilary to it as an additlonnl, and at this
thme necessary protectlon to the new industry,

Practically the entive industeinl world has adopted new dyestuft regulntions
based on thelr recent experiences fn war,  IEngland has partinlly subshdlzed
her Industry and adopted a leense system for fmports,  Simblar lHeense logis.
Iation hag heen adopted by her most important colontnl possessions.  FPrance
has adopted a license system for imports and not only raised her turlffs, hut
also provided a silding seale of nereased duties, while Japan has Inereased
her tariffs and prohibited hmports except under license,

Is Amerien to open its doors to ench of these countries without sultable
fmport regulations to promote domestie dye manufacturing?

This methoit has the fudorsement of the fmportant consmmers in this coun-
try, including practically every line of industry concerned.  No solld progress
Is possible unless consumers are In sympathy with the means employed to
promote it development, to he followed by capital investments tn bulldings
and appuratus when processes are perfeeted and dyes of satisfactory standard
to consumers produced, ‘There is thereYore a mutual responsibility that would
make It reckless in the extreme to proveed without tangible assurance ot
fafr support,

Therefore, the Manufaeturing Chemists® Associntion of the United States
urges the spovdy ennctiment of suitable legislation of the charaeter set forth
In the Longworth bill, H, R, 8078,

Mr, Wicorgsworrit, I wish to say in a general way that the’ sit-
uation that now confronts us is largely a question of capital,

The German industry is a stupendous industry.  We do not know
what capital it has beeanse in Germany they tax upon their eapitnl
and not upon their profit and that has had the effect of keeping their
capital at least at one-fourth of our eapitalization. i

n Ameriea that method has not been adopted. 1t is presumed,
in the industries, beeause industrinl progress is stimulated by the
issue of capitul in the form of common stock on which to carn
profits.  But in Americn there is undoubtedly more real capital
invested in the chemienl industry than in Germany,

The inorganic chemical companies, which you have not talked
much about, form a much larger industry here than exists in Ger-
many, .

My own corporation makes more ncid in a year, I imagine, than
all the German industries put together, )

During the war_Americn_attained 6,000,000 tons annually in the
production of sulphuric acid.

Senator Warsox, Where are your plants loeated?

Mr, Wigerrswonrii, Al over the conntry.

Senator Warsox. All over the conntry?

Mr, Wiaeresworrir, There is an essential_difference between the
American industry and the industry of Germany in that their
works are centralized, while we have to be all over the country.
When T say that, T mean over the indystrinl distriets. Our plants
extend from the seabonrd to Chicago and St. Louis and then jump
to San I'rancisco. In any of the great industrial centers vou will
find a chemienl works, for, as you know, the chemical md.ustr_\' is
an essential clement in the industrial ?rogzross of any nation, and
is n very old and a_very highly and efficiently established one in this
country, Tt started in a small'way in the early part of the nineteenth
century or a little before that,

138504-—20 — 6
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The Manufacturing Chemists’ Associntion whs started in 1872, so
Eou seo it is an old industry with more capital in it than in Germany,

ut we have an uncompleted circle. I mean the segment that has
never been completed, represented by the dye industry, In that
Germany has dominated and in dominating she ﬁmdually realized
that the dye industry was perhaps more essential to research and
develogment work than was the case with inorganic chemistry it-
self. Consequently, they entered into progressive movements years
before we were able to dream of the necessity. They needed dyes
and pharmaceutical supplies which involved the very last realms
of science.

Thus Germany was making faster scientific progress than we were,
Germany had taken a fall out of England. She had never feared
France, because France has no great organizing ability. Italian
chemical competition was a mere toy. And thus she gradually
acquired the entire dye industry of the world, thereby holding over
America o certain threat as to its ability to keep up with the march
of progress,

o fas as duties are concerned, of course, Germany employed every
means in its power to disguise the facts with refevence to the tariff,
and a subject as intricate as chemistry made it comparatively casy
to deceive the dye consumer who was the most powerful factor n
influencing the tariff on dyes.

Therefore, while admitting the protective principle, theve was
introduced so many exceptions into the tariff that no real protection
existed in the chemical industry since 1883,

Now, the beavy chemical industry differs from dyes for producing
as it does sulphurie acid alone up to 6,000,000 tons o year, it is su-
preme and is naturally protected. It nceds no tariff becanse you
can not ship acid from Europe to America.

Senatgr Watson, You say that they can not ship acids to ths
country

Mr. Wiceresworrir, Sulphuric acid. No, sir,

Senator Warson., That conld be done?

Mr, Wiaereswonrn, No, It is impracticable, but alkali can be
shipped. Alkali was shipped here until eapital in the United States
had heen induced to embark on a seale that supplied all alkali needed.
The tariff on heavy chemicals, however, hus always been o nonessen-
tial factor in the development of the chemical industry.,

Even in the 1916 rovenue bill the dye tariff, which is essential, in-
cluded, through old German intrigue, an exception which vitally
reduced its effect, but the House has in the Longworth bill eliminated
that exeeption,

That exception velated to ihdigo, indigoids, alizarine, and anthra-
cene colors, the very backbone of the dye industry.

When Mr. Kitchin asked me before the Ways and Means Com-
mitteo of the House if we could make indigo within the next few
years—because some pressure had been brought to bear upon him by
the textile industries which were working to defer the srcciﬂc tax
until such time as we were actually producing—I said I did not sce
any prospect of doing it in a short time,

Senator Warsox, You mean 19147

Mr, Wicoresworra, I think it was after the war started, T said
that T did not see any prospect of anyone manufacturing any indigo
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within the noxt year or two, but at least two large corporations had
been at work on it for some years.

The Ways and Means Committee therefore decided to compromise
and not put on a specific tax except on dyes that we could not promise,
and I think tlie dye industry has kept its word, for you have already
heard that indigo is also produced in quantities sufficient to meet all
the needs of America.

The textile men are to some extent enlightened now after the diffi-
culty they had at the start of the war when all dyestuffs were shut off
und the dye industry in this country languishing for lack of support.

They were able to induce capital to enter into it after reaching a
g;pgcif{c understanding with Congress that they would promote the
industry.

Tari&' alone, however, does not accomplish that object because the
Germans in the past have always calculated the cost of absorbing the
tarviff. It is commerecial war,

Having reached the stage that we have now reached, it is com-
paratively simple for them to select, notwithstanding a tariff, a line
of attack, and if it is dyes they simply calculate to the dollar the
cost, of intimidating capital from entering into the industry.

The difficulty is not with the chemist. Do not worry about the
chemist. The American chemist is the best chemist in the world,
and I can say that because I am from Europe,

The American chemist is the best edueated, and he is also the best
trained after he gets into practice, because he has more freedom, and
I think at the outset he is a better educated man—with such men as
Dr. Marston T. Bogert, of Columbin University, and Dr. Julius
Stieglitz, of the University of Chicago, to educate him. Such
highly educated and cultured professors perform thoroughly their
work of inculeating into their students the knowledge that is re-
quired to dovelop the industry.

DBut that does not satisfy capital a bit. Capital is going to usk
“How can you assute us that we can compete with Germany?*
That is just what you want to know.

But it has to be taken with faith, We heavy chemical men can
only say that we have done better in the inorganic industries than
they have. We have exchanged technical men with the Gierman com-
panies in former years, and have satisfied ourselves that we were
manufacturing as cheap or cheaper than Germany when the eondi-
tions were uniform, and there is no doubt in my mind whatever
that the dye industry in America can ultimately give the American
people dyes as cheaply as Germany, But can eapital he induced to
support an industry here when it is known that the German works
are promoted by the state. There must be an organization here with
suflicient, governmental support to compete with the great. German
corporation, which is an internationul monopoly. -

Now, capital does not think that the dye industry in this country
can be developed to successfully compete with the great German
corporation except by some form of what has been unfortunately
called a licensing system, It is not really licensing,

If you can provide a taviff honrd to determine what dyes should
be admitted, not next year, but for 10 vears if necessary, and what
dyes shall not be admitted, then I think capital would be satisfied to
take the word of the tariff commission and be governed accordingly.
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Senator Nveext. In other words, you want an entbargo and not a
licensing system ¢

Mr. Widgarsswonti. 1 do not think it is an embargo. I do not
think you should go as far as that. You must recogmize the fact
that there will stilﬁ and will always, be new dyed materials coming
out and certain exclusive colors that the textile men find necessary
to meet competition in fabrics woven and dyed on the other side,
and they are apprehensive nbout that. The textile man is not afraid
of American competition as confined to American dyes, but he is
afraid of European competition if the fabric is dyed with a hetter
dyo than cxists in the United States. I think he will be perfectly
willing to take the word of an impartial body like the Tarviff Com-
mission us to which dyes should be admitted upon a regulur taritt
that Congress might fix, but the regular tarvitt, I agree with the
other witnesses, would have no bearing whatever with refevence to
the cost of production, because even in the inorganic industry we
have found Europe producing certain articles at 30 cents a pound,
which we, after more than a year, found cost us $30 a pound, and
when you present new dyes one by one with those difficulties to the
exccutive committees of the corporations you ean understand. gentle-
men, that they will not sanction the outlet of capital into such enter-
prises, .

: Capital will Lo the brake upon any new product that we take up.

That, briefly, is the way the matter runs in my mind.

Senator Warsox, Could the matter be coverc(flby an antidumping
law administered by the Tariff Commission ¢

Mr., Wrceresworrir, No; I do not think so. I can only take the
word of the lawyers as to that,

Senator Crrns, It might be construed and vather literally mis-
construed in the construction. It seems that you might take your
licensing system,

My, Wiceresworrit, I think it wants an impartinl body to control
it, and I should think, speaking for myself only. that you would
have to give the consumers representation,

Senator Warson, Then you think if the matter was left to the
tarilf board, no matter what it was called. antidumping or licensing
would answer the purpose?

Mr, Wiasrisworri, I doj I think an advisory boanrd——-

Senntor Warsox (interposing). What do you mean by advisory
board?

My, Wicenesworri, I mean Mr, Longworth's conception which
followed the Inglish iden of licensing, wherein the consumers and
the producers were represented.

Senator Curris. Equally?

Mr, Wicareswonri, Equaliy, and I believe an impartinl adjndica-
tion could be then made of the case by o governmental board,

Senator C‘vnris. And let the board pass on the merits of both
sides?

Mr, Wicaresworai, T would say that the advisory committee he
only advisory—otherwise only present the case to a central control
body. That'seems to me to be absolutely necessary,  Some definite
impartial hody to work through a definite channel, hear the pros
and cons, and act consistently with Congress’s desire to nmintain
this industry., But a tariff alone opens the way for selective attack,



DYESTUFFS, 86

Without some system of control there will be a repetition of what
oceurred in the case of the Benzol Products Co., now a constituent
of the National Anilin Co. They started out in 1910 making aniline
oil, which is the product most largely used as un intermediate in the
nanufacture of dyee, explosives, cte.

The manufacturs of that article had been tried out way back, I
think, in the seventies, At least three corporations had gone into its

_production and each time had been promptly hit on the head by thoe
Germans,

In 1910 the Schoclikopfs and others represented that they were
absolutely under the domination of the Germans., They were muk-
ing dyes in a comparatively small way, but they were dependent
upon Germany for intermediates.

They had repeatedly ealled our attention to the fact that any time
unyone showed his head in conl-tar dyes he was hit.  So finally the
General Chemical Clo., the Solvay Pracess Co., and the Barrett (o.—
three of the very largest corporations in the United States—agreed
that they would take a chunce on aniline jointly, We did not expect
to make any money. We expected to put it out as a feeler in the in-
terests of the small-dye industry over here. That was in 1910,

The Germans sent an emissary over here as soon as they knew we
were producing. to suy that we mst quit, and what would our ex-
penses amount to, for they would reward us to keep out, We snid
that we would feel our way, anyway, and did not care to discuss
the matter.

Subsequently Congress put a duty of 10 per cent on the article, and
that showed to the Germans that we really were powerful enough to
get the support of the State.  Then they saw that they could not hit
this little enterprise any too quick, so they immediately absorbed the
duty und the price dropped 2 cents a pound as well.

I'hut is what I mean by a selective attack, and I don’t see how you
can get avound it.  If they simply caleulate from the tariff the most
difficult and intrieate products that the American is about to embarlk
into they can simply say, it is $1,000 or $50,000 to put them out of
business. I wish you gentlemen could understand how they sit
around the table and talk it over, and if you gentlemen had sat
with the Germans and heard them talking in their conventions, yon
would realize that they were just as cold-blooded in business as in
warfare,

Senator Cunris, They foree that, do they not? They do not per-
mit competition in Germany of corporations—they force monopo-
lies—while in this country monopolies are prohibited?

Mr, Wrcaresworrin, Yes: but T mean they sit around the table
and decide how much it will cost to put somehody out of business.
und they do not care whether it is in England or India.

Senator Cuvrris, To get vid of him? :

Mr. Wiconeswonrr, Tt is easy, as it is simply a question of cost.

Semator Cerrrs, They are monopolistic. Tt 15 easy. as it is a mat-
ter of cost. I think a tariff will not do it, even if tho taviff is a prin-
ciple: here is a case where you must promote the enterprise.  (apital
must be protected, if it will ngree to take the step.

Senator Warsoxn, For the first seven years of the history of the
United States, Washington, having signed the first protective netion,
the 4th of July, 1789, the law provided that imports coming into this



86 DYESTUFFS,

country should pay a duty on a value assessed here, and that value
was determined at the time and the ‘)lace of importation, In other
words, to supply here synthetic indigo coming into this country
from Germany irrespective of what it should cost in Germany it
should be valued at the port of New York or the port of entry—I
am using Now York as an illustration—or Boston at the American
value of indigo that day. The importers got the advantage of the
home manufacture there, hecause we did not do much manufactur-
ing in the early history of the country, and they shifted about to fix
foreign valuations, Our system of tariff has not been what I would
enll scientifie, because we fix the rate of duty in this country, but
we permit the other fellow to fix the value of the import. Suppose
we fix both the value of the import and the rate of duty; suppose
we sny that any dye coming into this country from any other coun-
try should pay a certain duty, and that the value of that duty should
be determined by the market price of that particular article in the
United States at the time of its arrival here, and go back to the old
fundamental principle of the tariff,

My, Wicaresworrir, 1 think the textile man would be the only one
}io &)bject to that; I think the chemical man would be perfectly satis-

ed.

Senator Warsox. Of course, you would have to have regulution,
If you nad three or four manufacturers making synthetic indigo in
this country only they would get up a monopoly and rob the manu-
facturer using their product here; that is natural. But by proper
regulation that could be prevented. The protectionists in the past
have undertaken to get back to that old principle. Henry Clay very
strongly advocated going back to it because of undervaluation, and
we immedintely began to send a small army of men all over the
world to sce that these undervaluations were not made and that
vast fraud was not perpetrated on our country on account of the
und?ex'valuntions abrond. You are familiar with all that, are you
not

Mr. Wiaoresworrit, Yes, sir.

Senator WarsoN. In the Dingley law of 1897—I[ remember the
discussion about that—was contained a provision authorizing the
appraisers—it a]l)pronched the old principle—to take into considera-
tion the wholesale price at which such or similar merchandise is sold
or offered for sale in the United States. That was simply advisory,
but was not mandatory that that had to be done.

Suppose that in respect of the dye industry alone, in preference
to your so-called license system, some arrangement of that kind conldd
ho made. Do you not think that would offer complete protection at
home to all dyes that you are making? It would permit to come in
free, or at the German price, the dyes that you are not making in this
country beeause there is no competition, and would have reference
only to the importation of those dyes that do offer competition be-
cause of muking them in this country ?

Mr, Wiceresworrit, It would scem to me all right, Mr. Chair-
man, if the world had not grown so small—I mean in respect to trans-

ortation. Ameriea is now doing an enormous foreign trade, and the

Suropeans have simply got to do an enormous American trade in
order to muke the balance of trade straighten out. The textile man
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cloes not want to see his dyes cost him a cent more than it costs the
Europeans,

Senator WazsoN. Nor would they cost more. If you are selling
synthetic dyes and indigo at 76 cents a pound, we will say—I am
just guessing at that, as T have not the slightest idea what tf\e figure
would be—and Germany is importing at 25 cents a pound, you simply
put the valuation on the German import at the American valuation,
75 cents a pound. That does not make it any worse for the American
purchaser, because if he is buying this at 75 cents a {)ound it simply
protects him; and then, in addition to that, you wil put on a com-
paratively slight duty to make up for any differential that might
exist in order to stimulate the industry at home?

Mr. Wigonesworru, The argument of the toxtile man—I do not
know whether I am raaking myself clear about it—is that if he is in
competition with Europe on textiles he must know that his dyes cost
him no move than it costs the foreigner using the German dyes.

Senator Warsox, That would not malo it cost him any more, be-
cause you put precisely the same valuation on the import that your
product brings; that does not cost a penny more to him. Then how
are ]you going to maintain this institution, if your cost of production
in the United States is far greater than the cost of production in Gor-
many on the competing article and yet sell your article to the Ameri-
can tezxtilc manufacturer below what your competitor buys in Ger-
man

M{. WieoLesworTir. Wo have got, of course, ultimately to attain
the German prices, and I have not the slightest doubt about our abil-
ity to do that. I would simply admit that we must within a reason-
uble time put the consumer of dyes on a parity with the foreign con-
sumer of dyes somehow or other. He can not afford to be handi-
cupped, beeause the value of his products runs into an enormous sum
of money.

Senator Nueexnt. In other words, your argument is, as I view it,
that if the American textile manufacturer is going to compete with
the European manufacturers in the European market, he must be in
u position where he can secure his dyes for approximately the same
price that the Germans and other dye manufacturers in Ilurope are
securing them? ‘

Mr.? 16oLEswoRrTII, Dye consumers, you mean, and not manufac-
turers

Senator Nueent. Consumers, certainly. If that were not true, the
American textile manufacturer wonld he utterly unable to compete
with the European manufacturers in the European market?

My, WicorLesworra, Yes; that it it exactly, and he would be un-
able to competo in the United States unless there was o high duty
on his fabrics. It might very well be that such a duty could be
devised—TI think it would be intricate—so that the fabrics coming
in here would bear an equivalent duty to bring about a parity, But
he must feel that he is on u parvity, I think that should he provided
for, although I want to make it clear, gentlemen, that T think it is
an awfully insignificant percentage of the total. I think if we
knew tho exact facts of the amount of interference that the textile
man would suffer from a central system of control on dyss that it
would be so utterly insignificant and that we would be really as-
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tounded to hear any opposition from the textile man. Amorica is
producing to-day more than all of the dyes the country needs.

Senator Warson. Not of all kinds, Mr. Wig%lesworth?

My, WieeLesworTir, Not in variety, but all the dyes the countr
needs—I mean the quality and quantity for our domestic needs. It
is only to attain the European standard—-

Senator Wazson (interposing). You mean by that, that we do
not need to make any more dyes of any kind in the United States
in order to supply the home demand?

Mr, Wicaresworrir. We would not need one if Germany did not
exist, not one.

Senator Warson. We do not need any more dyes?

Mr. Wiceresworrit, No more dyes if Germany did not exist. The
only reason you need them is that Germany, having established a
wider variety, and the dye consumers of this country having expe-
rienced that wider variety, they miss it.

Senator Curris, Are there not some of the varieties produced in
Germany that can not be produced in this country?

My, Wigaresworrir. Noj none that can not be produced in time,
providing capital can be induced to invest in their production.

Senator Curris, How long a time would it take, in your judgment,
to accomplish that?

Mr., Wigoresworri. That is, to my mind, not a question of chemis-
try; it is a question of capital,

Senator Curris. Then it is your iden that if you could persuade
capital to come into the business at once that it could be done in
a very short time?

Mr. Wiearesworti, No; I am entirely in accord with the pre-
vious witnesses on that subject. I do not think you can perfect any
process in anything or in anjy industry in less than three to five years,
or somewhere about that length of time. After yon go into an
industry where you are an amateur it takes time to perfect it. It
is especially so in regard to dyes. But if Germany could be sub-
morged you would not hear a word about needing any more dyes.
Of course, the Germans are ably represented over here, and it is
another matter that has given me a good denl of concern. The
importers should have fair {ﬂny-—that is to say, the dye distributor
in the United States naturally employed this only source of supply
for dyes, He had to go to Germany because Germany had the
monopoly ; Germany hnfcreated u propaganda, not only in Americn
but in the world, to the effect that she was the only nation that had
the ability and the only one that had the raw material.

One reason we went into the manufacture of aniline was becanse
the Germans had established that propaganda to an extent that
Congress itself believed that Amerien did not have the raw ma-
tevial to make these dyes. Therefore, if we could start right out
on the leader and show that American coal did have within it
all the constituents necessary for the manufacture of aniline, that
would at least destroy the most fundamental principle of their
propaganda. There is still in the minds of the textile consumer—
I do not mean any longer the man who uses indigo in blue jeans
und denims. ete.; T do not mean the man who wants blacks for
hosiery, ete.: T do not mean the vast mujority of dye consumers who



DYESTUFFS, 89

are ubundantly satisfied. I mean that fine trade that, having ex-
perienced the delight of an absolutely sun-fast color on wool, cotton,
ov sille has to go back to a fugitive color in a fabric that costs a
hundred times as much as the dyes cost.

Senator WarsoN. And can not that be done in the United States?

Mr. Wigoreswonrr, It can be done in the United States.

Senator WarsoN. But is not being done?

Mvr. Wicareswortir. They have not got to that point, that is all.

Senator Warson, That is to say, in the browns and the blacks

and ?whut we call the “solid colors,” we are manufacturing enough
now .
Mr. Wicoresworri, In 41l the shades, Mr, Senator. In cvery
shade under the sun out of those 800 dyes, America is now making—
you can get any shade you want, practically; but you will not get
it in the more recent vat dyes—the, vat dye is a simpler dyeing oper-
ation, as I understand it. and furnishes the latest color that the
scientific world has developed.

Senator Warsox. Then some of these textile manufacturers want
the more delicate shades and tints and hues, as I take it, which we
are not making in this country?

Mr. Wicareswonrtir. There ave a certain number. .1 do not be-
liove for a monment that the value exceeds $2,000,000 as against about
$60.000,000 that the country is already making. So that the
total dye shortage, the total inconvenicence, is represented by the
value of goods that need to have applied $2,000,000 worth of
dyes, It is obvious that the $60,000,000 worth of dyes sutisfies the
bulk of the trade.

These importers ave the greatest experts we have. 'They are the
only ones that were in the business, hecause the industry did not exist
before. I menn, therefore, that we will be confronted by this quite
important question, though I think it is insignificant in the es-
tablishment of the industry.

You will hear later, no doubt, of the extremely intricate dye prob-
lems involved in these vat dyes, and the vat dyes presumably should
be licensed to avoid embarrassment, but in my opinion only under
1 _clo?ltml control, so that they can not play the end against the
middle.

An impartinl body should be able to determine the price and the
kinds. You must know positively where the producers stand with
reference to these vat dyes as they are produced, because they will
be produced if you only put on the indorsement of Congress and
Fim the moral support—and I believe that moral support is per-
mgs the chief argument in favor of licensing as against the tariff.

Senator WatsoN, For the information of those who are not
particularly familiar with the matter, will you kindly explain briefly
what you mean by “vat dyes” 1

Mr.” Wiaareswortir, The vat dyes are something about which I
shonld prefer that you ask Mr. Metz. but, as T understand it, it is a
dye that obtains its color in the oviginal bath and does not have to
go through several steps. The moment it is brought out in the air
it is oxidized by the air to the final color it takes on, after which it
is simply a matter of washing, drying and finishing. Tt is a simpler
operation. but employs a more expensive dye in every case.
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Senator Warson. Your theory is then, as I get it, finally, if Ger-
many would never send another pound of dye into the United States
wo would get along anyhow?

Mr, Wiaereswortit, Wo would have to go a little further than we
are, but we could nearly do it, only you would have to assure the
textile man he was not in competition with fabrics produced with
German dyes.

Senator WaTsox. Of course, he would find that out, would he not?

Mr. Wicoresworti, He would find that out very quickly. Ho is
“geared before he is hurt,” as the boy says, you know,

Senator Warson. You think, then, as we say about a great many
things in these days, it is ¢ psychological” ¢ '

My, WiceLESworTH, Yes, absolutely. -

Senator Warson, Would you have, if you were regulating it your-
self,ﬁ %ny of the dyes coming in from Germany free without any
tari

Mr.Wicoresworta, If the General Chemical Co.—I think I can
say—were running this thing all by themselves, they would see that
the customers are satisfied ; they would not allow the customers to be
dissatisfied, and they would get out these colors one by one as fast as
they could, and they would promise nothing that they could not do,
and I believe oh the whole you will find that true of the industries
of this country. But I think that you must bear in mind that you
have reached n critical stage, and that Congress is under an obliga-
tion by its adoption of the revenue measure. You sce, it was very
thoroughly debated in 1916; cabinet ministers and others committed
their moral support—I suppose that is all a Senator or Cabinet
officer cun do, commit their moral support for the Nation—to support
their industry.

According to the Tariff Commission, I think there is invested two
hundred o:id million dollars in the industry already, and the in-
dustry will die unless it is promoted, because the chemical industry
is peculinr—und I want to accentuate this-——with reference to cnpituf.
It tukes in most branches of the industries $2 of capital to make $1.
worth of goods, The textile men probably take $2 worth of capital
to make $2 worth of goods; but the chemical industry not only
takes $2 worth of capital to make $1 worth of goods, but in 25 years
the oriizinal $2 has had to be li(\uidnted, because you may say in 256
vears that there is not a single chemical produced the way it was 23
vears ago, You can very easily build on this out of your imagina-
tion, if you will vecall the wonderful mysteries, the wizard-like re-
sults that develop in one chemical or another, as explained by
Prof, Bogert and Dr. Stieglitz. So that it all i)oils down, in my
apinion, to this question of assuring capital of fair play. I am confi-
dent that nine-tenths of the textile men in this country feel, as 1 do,
wore than satisfied with what the dye industry has done. Iow tho
vested interests engaged in the industry, who were the original dis.
tributors of the German goods, can be taken care of, I do not know.

They would have been taken care of and made use of if it had nut
been for the war, but the prejudice oceasioned by the war was su
great that it prejudiced men’s minds. But T think this will disap-
pear, and I think that we will find use for the distributors, with their
wide knowledg> of dye application, which is something that is almost
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as intricate as the process of manufacturing dyes. I want to extenn-
ate that: The problem is almost as intricate as the process of manu-
facturing and it has been full of abuses, abuses that the Germans
probably found incipient here and proceeded to aggravate. I am
sure that the dye consumers will be relicved in the United States of
an enorous injury if there is a central body of some sort to control
the imports of dyes so that when the time comes they can be followed
through. I can not suggest for {our attention n more impartial and
satistactory statement on that whole subject thar the last report, so
far as I am aware, of the Tariff Commission, presented on the 12th
of June of this year.
Senator Warson, We are more or less familiar with that, Mr.
Wigglesworth. e R
My, WieeLEswoRrtit, 'Pl\gy,ﬁmt;ix),ﬁpfgu_thaﬁ yoblem?
Senator Watsox. Yes.:: S¥egon: o phanibel 92 he Chemical Foun-
da{ilon ?w E AN
Mr, Wicareswopenk Sy
Foundation, : W i

(‘l;Senntor ?V,xm; ‘,ﬁ%ﬁdmre you f

“hemical Foundation®ici:. i, % et b

i Wicormawin. 1 wan X 8 R fo ko D
partment of Qrce; TR T e

W&Q&ion of the

) G R
Senator W&ﬁ"qom‘Whgliéa,s; tﬁgﬁ s’f"gf i
Mr., WiccLisworts. Early, in,{ebmi‘ry.
Senator WATSoN,:What yeap L e e ,

My, WicorLrsWoRrs. This ‘yaary «f : inr qidh reiilyests.

Senator Warson, And: weks you present af, g y& arafions
the members of tha board of digectors.of the Chemical Foundation?

Mr, WicorLesworrH,. X' was present.at @ number o; the organizing
meetings. Ceclatioa M IR AT

Scnator Warsox, $What. is the Chemjcal Foundation?

Mr., WicereswontH,: The Chemical Foundation. ?_s:{the conception
of the Alien Property Custodian. and his sdvisors.as to a means of
disposing of the forty-fourdungred and odd;German patents, in the
interests of the United States, ¥ha giliat:

Senator WaTsoN. Patents that were taken over by the Alien Prop-
erty Custodian?

Mr. WiceLrsworTi. Yes, sir.

Se;mtor Wasox., And this association was formed for that pur-

ose
P Mr. Wicereswortt, Yes, sir.

Senator Warsox. How were those patents taken over?

Mr. Wicereswortin, 1 suppose by edict of law. The custodian
found himself in possession of German property—-—

Senator WaTsoN (intcrq_‘osin ). And then he sold those to this
corporation, the Chemical Foundation?

Mr. Wicoreswonrir, He originally started to sell these patents
separately as part of certnin small nuclens of works that the Ger-
manz had in Amevica. He probably received protest from the
American chemical manufacturers that that method was simply
maintaining the monopoly of the Germans, since there would be no
way for brond use to be made of the patents by this country if they
passed from the hands of one German monopoly into the hands of

)
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an American company that could either turn them back to that
monopoly or continue to maintain another monopoly. So I think
it was an altruistic effort to eliminate any monopoly that might ex-
ist in America by transferring the patents from a German monopoly
into an impartial corporation, which was named “Chemical Founda-
tion,” but it should never have been called “chemical” because there
are less than one-third of the patents which are chemical,

Senator WatsoN. What are the other patents?

Mr. WieerLEsworTir, Metallurgical, medicinal, glass blowing, and
all sorts of things.
Senator WarsoN. On processes and products?
Mr. WieereswortH. Everything under the sun.
Senator WarsoN. Who owns those patents now?
My, WigeLEsworTH. The wivak-F oundation,
Senator Warson., D IR0 IEEhEY
Mr. WieoLEswoR ek s 000, and formed
a company of o e idine ! 9
businesslike mapf

ractical w
r. WicopE

Mr. Wiae
Senator "
at the same t1 o _

Mr, CHoATE, ig AR Lo an who sold
the patents? % : ; %

Senator Warso¥

Mr. Cuoate. His

Senator Watson.
time? :

Mr. WicorLesworTH. I do not know whether he is Alien Property
Custodian or Assistant Attorney General.

Senator Warson. He is both, is he not?

Mr. WiceLEsworTH., Maybe so.

Senator Wartsox. And at the same time he is president of the
Chemical Foundation?

Mr. WiceLesworTH. I think that is a temporary matter.

Senator WaTsoN. At the same time he is the president of the Chem-
ical Foundation, I say? - .

Mr. WiceresworTa. That may be so; I am not certain of that.

Senator WarsoN. Whether that is temporary or permanent?

Mr. WicoreswortH. I think so, Mr, Chairm: n.

Senator Watson. Can you name the other members of the board
of directors of the Chemical Foundation?
Mr. WiceLesworty. I think Mr, Choate could do that better than

I could.
Mr. Cuoate. T am going to make a statement in the interest of

saving time,

y Custodian at this
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Senator NucenT. You can do that later.

Mr. Cuoare. I propose to make the next stutement. .

Senator NugenT. Then, we can excuse Mr. Wigglesworth with the
understanding——

Senator Watson (interposing). That he will not leave.

Senator NucenT. And that I shall have the privilege of recalling
him in the event I think it is necessary to do so.

‘Senator Warson. Very well; the committes will now rise until
2 o'clock. )
" Mr. Cuoate. Mr. Chairman, that finishes the witnesses from the
Manufacturing Chemists® Association,

(Thereupon, at 12.20 o’clock p. m., the committee took a recess
until 2 o’clock this afternoon.) :

AFTER RECESS.

The subcommittee reconvened at 2 o’clock p. m. pursuant to the
taking of recess.

Senator WarsoN., Who is the next witness?

Mr, Cuoare, Have you finished with My, Wigglesworth, Mr,
Chairman?

Senator Curtis. I think so; unless he has something else he wants
to say.

Senator Nueent. Temporarily, at least.

Mr. Cuoate. Then, Mr. Chairman, if I may, I will make a state-
ment, which, I think, will dispense with the testimony of several other
witnesses.

Senator Warson. Very well,

ADDITIONAL STATEMENT BY MR. JOSEPH H. CHOATE, JR.

Mr, Croate. What I had in mind was to answer the specific ques-
tions of the chairman this morning,.

Senator Warsox. You have given yvour full name and your pro-
fession, and whom you represent? That has already heen done?

Mr, Cuoate. T do not think it has been done. My name is Joseph
H. Choate, jr., lawyer. T represent the American Dyes Institute,
which is the association of very nearly all the substantial makers of
coal-tar dyes in the United States,

Senator Warsox. When was that institute organized, Mr. Choate?

Mr, Cuoate. That I can not tell you. I am counsel for them in
this matter only. It will be easy to get the information in a moment.

The precise inquiries to which the chairman was seeking an answer
from a number of witnesses were as to the reasons for the contention
that a tariff alone, or coupled with an antidumping law, could not
protect the American dye industry, and second, as bearing upon that
question, what are the relative costs of production in this country
and in Germany,

I am going to begin with the last question because, until we give
as much information as we have on that subject, it is impossible to

. approach the other question; and because, until the facts on that
subject are in the minds of the committee, the testimony of the dye
makers can hardly be weighed and understood.
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Of course, in a sense, all that I can give you is second-hand testi-
mony. In another sense, however, it is not. For more than a year
during the war I was charged with the duty, in the Alien Property
Custodian’s Office, of investigating the chemical industry, and in
the course of that work, with the resources of that office, I acquired
a fund of official knowiedge on the subject which is, perhaps, the
next best substitute which can be offered to you for first-hand testi-
mony from those who have actually seen the.things about which I
am going to talk, ’ )

It is quite true that no man living can give you any exact details
as to the relative costs of the dye makers on the two sides of the ocean
to-day. That is true for two reasons. In the first place, because no
witness is available who has full information as to what is tgoin on
in the German industry, and in the sccond place, because if we had
full information, if we were able to go through their plants and
through their books, we should probably be unable to make any
just comparison, because the dge industry is of such colossal com-
plication that the problem of determining costs is one of excessive
if not insuperable difficuity.

I think I ought to say u word, at the outset. about the dye in-
dustry to show you the extent of that immense intricacy. It has
been suggested or hinted at by a number of witnesses who, largely
because t%ley were experts and because they took for granted a thou-
sand things which strike us laymen as extraordinary, were, T believe
unable to give the committee a real idea of the complication of
which I speak.

In the first place, the dye industry makes a greater number of
different products, I suppose, than any other industry in the world.
Before the war one German factory produced 11,000 different colors.
For the most part—and entirely, except as they are mixtures .and
adulterations and mere differences in strength—these colors are dif-
ferent individual chemical substances, as definite in constitution as
the salt you put on your baked potato at luncheon.

Senator Watsox. You say one factory made 11,000 different
colors?

Mr. Cnoate. Eleven thousand.

Senator Warson, Fast colors? .

Mr, Croate. I do not suppose they were all fast. T should be
quite surprised if more than a few of them were.

There 1s no necessity anywhere, of course, for any such number of
colors as that, but nine hundred and sixty odd were actually im-
ported into this conntry before the war began. Of those 960 prob-
ably a large number were superfluons, but a very great number of
products is necessary, because you must not only be able to make
every conceivable shade—which you can always do by mixing—but
you must provide for 13 or 14 different kinds of fastness; that is,
fastness under 13 or 14 different sots of conditions—washing, sun-
light, chlorine, acids, perspiration, salt water, and many others.
You must also be able to provide all your shades for every fabric,
and each variety of fiber requires a different type of dye. A dye
which will dye wool may not dye cotton at ull. 8ne that is suitable
for either or both may fail altogether with silk. You must also be
able to provide dyes which meet the requirements of mixed fibers.
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You must provide dyes for special purposes, such as printing, dyes
which will take one fiber of a mixture and not the other, dyes on
which a figure can be printed with a chemical which will drive out
the dye—what is called “discharge printing,” so as to produce a
white or different colored pattern on the otherwise even shade of
the material.

And so, to meet the requirements of those various degrees of fast-
ness and the various tints and different varieties of substance and
for all the different varieties of manufacture, a vast number of dif-
ferent materials is required. .

The process of making these dyes is exceedingly long and compli-
cated, and it differs altogether from other manufacture in this re-
spect—and this difference is one which I want you to store up in
your minds and keep there throughout, if you will.

When you go to work to make automobiles, you buy so many
tons of steel, so many tons of wood, so many tons of brass, and, with
the exception of a certain fairly constant proportion of spoiled parts,
you get back 100 per cent of your raw materials, That is the usua]
course-of manufacturing, but when you start making dyes the situa-
tion is entirely different. You hegin with your crudes, the 10 great
products naturally present in coal tar. You mix one of those up,
we will say, with an acid or two and various other reagents—I
should not need to go into the technical phases of it, even if I knew
them—and you start a tremendous chemical reaction. Every sub-
stance you put into that reaction is destroyed, and a new set of sub-
stances is produced. Only one of those new substances, as a rule,
is what you want for the next step.

The groportions that you get of the new products can be varied by
skill. The type of skill is mainly not in the books; it can be learned
only by prolonged experience. It is the skill not of the hend chemist,
who may be highly trained at a university; it is the skill of the small
chemist or foreman who looks into the receptacle and sees a particu-
lar kind of bubbling and knows from that; that the reaction has gone
far enough and onght to be stopped or that something else ought to
be done. His skill results in your gettiag in the first step a yield,
as it is called, of somewhere near the theoretical possibility. A man
who has not had those years of experience will carry on the reaction
less perfectly, and the resulting yield will be very small.

Now, then, you take the new product which you have got as the
result of that first step, and you may carry it through another set
of reactions, and the resulting product must be carried through a
third set of reactions. Often before you get the so-called inter-
mediate you have carried it through half a dozen such processes.
The intermediates, gentlemen, are nearly as complicated in manu-
facture in many cases as any other manufactures that exist in the
whole world of commerce, and the making of dyes does not start till
the manufacture of the intermediates is complete.

I have described the business of manufacture in this detail, be-
cause it is necessary for you to understand it in order to comprehend
the enormous advantage which the Germans have over us at the
start. That advantage, I think I can show you, is so great that,
without any knowledge as to present conditions, we can demonstrate
that their costs must still be very much lower than our own, Con-
sider the history of the German industty.
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The German dye industry was started many years before ours. By
1880 the Hoechst factory, one of the largest three, employed 1,800
men. That is within 63 men of as many as were employed by the
largest American factory—that of the National Aniline Co., at Buf-
falo—in the month of October, 1919, That was in 1880. By the
beginning of the war that concern was employing 8,000 men and, as I
say, making 11,000 colors,

But that was not the biggest one, Badische, sometimes referred
to as Ludwigshafen, employed 11,000 men. It employs 16,000 men
to-day. Bayer was as big as Badische; Berlin was nearly as big as
Hoechst, Cassella and Kalle were smaller. Those were the big sis.

The German industry started with an immense natural advantage
of position. All the plants were developed within a district that you
could almost put into a single one of our smaller States. All except
Berlin are located along the Rhine and its tributaries, the Main and
one other strenm. There were to be found all the S“'ll) lies that they
needed close at hand with low transportation costs. There was to be
found an extraordinary suppll))' of cheap.and docile labor, consisting
largely of men who had no objection to spending their lives at one
job and having their children brought up in it after them.

The German mind ran naturally to the sort of research which was
required in the dye industry. The universities produced those men
in great numbers. As Dr. Bogert told you. they reward research
chemists not so much in salary—because their salaries were always
low, so that their chemical service was cheap—but in social position,
so that a man who has made dye chemistry his life work in Germany
became a pretty important personage and enjoyed life correspond-

0])

Trom a very early day the importance of research was realized
there.  When you make thousands of different materials and in the
comrse of making those different materials you produce tens of thou-
sands of by-products, as yon must, you have got to find u use for
those by-products or run them into the sewer, and to keep those
by-products out of the sewer and put their proceeds into the treasury
was the constant and insatiable ambition of the research chemists,
They were employed by hundreds, and, by the same token were bred
by hundreds in the universities because the dye works provided jobs
for them. Constantly they were engaged in devising new means of
disposing of these by-products, working out their pharmaceutical
effects as well as their possible uses in the dye business and in
every other business. And in the course of those investigations they
incessantly ran out of the field of the dye industry and into that of
pure science.

While all this was going on our industry was standing still. We
had quite a flourshing little industry in 1880, Between 1879 and
1883 nine quite flourishing concerns were developed and appeared to
be going strong. Up to that time, of course, the German industry
was still new. Prices were still very high, It was not an unfamiliar
thing in those days to pay $30 a pound for a German dye that was
not abnormally scarce. We had a taviff, if I am not mistaken, at
that time that started with a 50 cents a pound specific. That seemed
to be enough in those days. The industry was fairly promising.

That tariff was withdrawn in 1888, Instantly, of the nine concerns
four went out of business, and from that day on the American indus-
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try continued to be a mere assembling industry, putting together,
ofzen by the simplest processes, intermediates which were themselves
often the product of extraordinarily complicated manufacturing pro-
cesses, intermediates which had been imported from Germany.

In the meantime the German industry began a process of combina-
tion, so that by the beginning of the present century it had prac-
tically all been combined into the six great companies that I have,
named., There were quite a number of very small assembling plants,
which made specialties of some one particular variety or line of col-
ors, and there were one or two outlying concerns which made colors,
mostly as a side line. But the bulk of the industry was in the

Big Six.

ﬁbout 1910 they were further combined into two separate cartels;
one which I always think of as the ¢ Three B’s”—Badische, Bayer,
and Berlin; the other containing the other three—Cassella, Hoechst,
and Kalle. By that time the Big Six had gained a substantial
world monopoly. Ninety per cent of the dye production of the
world was in their hands, The only substantial industry outside
that was not almost entirely an assembling industry was the Swiss,
which was very limited in scpe, because there were no raw materials
in Switzerland.

Now, what kind of people were the Big Six? That is the real
%yestion you have got to face. What is our industry up against?

ou have heard from various witnesses. Mr. Wigglesworth, for
instance, has told fyou how as soon as American chemical industry in
the production of anilin showed its head the German trust struck
at it. He did not tell you how successfully they struck at it in that
case. The Benzol Products Co. was actually forced to close its doors
for o time. That is true, is it not, Mr. Wigglesworth?

Mr. WicereswonrrH. Yes, sir,

Myr. CoaTe. And was only revived because of the outbreak of the
war. The same thing happened in the case of salicylic acid. As scon
as a promising American manufacturer started, the Germans cut the
price, first to take care of the duty, and then beyond that, until the
American company went out of business, when instantly the price
went up again, N

The same thing happened with bicarbonate of potash; the same
thing happened with half a dozen different intermediates that
Schoelkopf had started making. L

Throughout, the method of the German chemical industry has been
to destroy all competitors, by um}ersellmiand by what Mr. Wiggles-
worth very aptly termed “selective attack.” With their colossal in-
dustry they could and can afford to take a loss on any one thing or
things, and it is to their inestimable advantage if, by spending a few
hundred thousand dollars here and a few hundred thousand dollars
there, they can cull out and destroy the promising plants in other
countries, They did it systematically. They never missed a chance.

They did nof have to do it in the dye industry itself. Our dye
industry was not a menace to them. It was satisfactory to them to
sell their intermediates to such assembling plants as we had here,
knowing that those assembling plants could not develop into real
dye-making plants until they chose to let them do so.

"How- was the rest of their commercial morality? One of their
favorite practices was “ full-line forcing.” They had all the most

163564—20—17
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desirable dyes. Nothing was simpler for them than to refuse to
supply anyone who bought from a competitor, where there was a
competitor, until he ceased to buy from the competitor. It could be
done by a nod of the head without a word spoken, and it was done
and done systematically., The man who would not buy all his sup-
plies from the American representative of the Big Six, whom he
patronized in chief, would find that he would not get any supply at
all of the particular things he felt he must have.

Beyond that—and here I do not want you to rely upon my investi-
gation—the industry developed the most extraordinary mass of
straight-out commercial corruption that I think was ever to be found
in any industry in the country. The Germans practiced commercial
bribery on an unparalleled scale.

Senator Warson, What do you mean by that, Mr. Choate? -

Mr, Cuoate. I mean that in the case of almost every textile manu-
facturer in the country the dyers were subsidized by the German
houses—actually paid to see that their dyes were used in preference
to all others,

Sen%tot' NucenT. You mean the buyers for the textile manufac-
turers

Mr. Croate. Not usually the buyers. It was ordinarily the dyer,
the man who applies the dye to the goods. The diyer is the only man
in the place, as a rule, who knows that branch of the business, All
‘he has to do is to tell his boss that the dye he has got is no good,
and the boss goes off and buys something else. If, by chance, the
boss has faith in the dye and questions his statement, all that is
necessary is for the dyer not to raise the temperature of the bath
up to quite the proper point, or to put in a little bit too much of this,
or not quite enough of that, and then go to the boss with the spoiled
goods and say, “I told you so.”

On this point—1I am not going to ask you to rely on my authority—
an extensive investigation was undertaken——

Senator NugenT. One moment. Do you mean to give us to under-
stand that the confidential employees of the textile manufacturers
were actually bribed to do those things by the Germans?

Mr., CHoATE. Actually bribed, and so much as a matter of course
that it was almost without exception true. I came across only one
mill where they had completely eradicated it, and in that case the
owner of the mill bought all the dyes himself and removed all
marks from the packages before they were turned over to the dyer.

An investigation was conducted in Philadelphia at the instance of
a number of woolen manufacturers back in 1913. There was rather
a curious situation. They developed this graft at considerable
length, Counsel for the people doing the investigating were Mr.
Deming, who sits here at the table, and Mr. C. H. Burr, who is,
1 think, in the room. I have not the honor of his acquaintance,
but I think he is here representing, strangely enough, the opponents
of this bill. I want to read to you from an article of Mr. Burr’s
in the July (1919) number of the Quarterly Review.

Mr, Burr. I am Mr, Burr. I wish to say, Mr. Chairman, I do not
apl?.ear here in any regard except my own general interest in the
subject.

Mr. Croate. I am very glad to hear that, Mr, Burr.

I desire to read briefly from this article [reading]:
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GERMAN BUBSINESS IN THE UNITED STATES.

The methods of German commerce in prewar days are familiar in their
general outline; the concrete details have not often come to light, This article
will endeavor to give the story of how the German dye combination operatedd
in the United States. The uccount will be given as far as possible in the words
of witnesses taken under oath, These accounts, commented on ounly for the
sake of clarity, should be allowed to speak for themselves.

During the war the dye industry in Germany was united Into one great chemi-
cal verein, so that the gentle methods hitherto used might become universal
and gain completeness of organization and efficiency after the war, when Eng-
lund and the United States should open again their hospitable doors. Before
the war, however, there were six leading German dye houses, divided into two
groups of three each. The first group consisted of the Badische Anllin-ung-
Soda Fabrik (called for short the Badische Co.), the Farbenfabriken vormals
Friedrick Bayer & Co. (called the Elberfeld or Farbenfabriken Co.), and the
Aktlengesellschaft fur Anilin-fabrikation (known as the Berlin Co.). These
three companies pooled thelr profits in the respective proportions of 43 per cent,
43 per cent, and 14 per cent. They were controlled by n cartel and met for
fixing prices, determining policy, ete. The second group counsisted of I'nrbwerke
vormals Meister, Lucius and Brunner (known as the Hoechst Co.) ; Leopold
Cassella & Co.; and Kalle & Co. These three concerns were knit together
rather more loosely than the first combination, and thelr unity of action de-
prended mostly on interchange of share capital.

About two years before the war an internal difference manifested itself when
the accounts for the preceding year werce presented to the pool, The Eiberfeld
Co. claimed an allowance of something llke $700,000 for *graft”, payments
made in the United States. The other partners objected to the amount, not
because they were ultraconseclentious, nor because the amount, if really ex-
pended, was excessive, but hecause vouchers were not presented with ldeal
German completeness; and the notion seems to have been suggested that foreign
agents and managers might have made an error in the ealculation, resulting’in
unintended personal benefit. However this may be, a little private investiga-
tion was made by one company in order to ascertain whether the dyers and
ultimate reciplents of the “ graft” were really getting what they were entl¢led
to. . The Investigation, as will happen sometimes with the best-regulated in-
quirles, got a little out of bounds, The result was a serles of suits and a
general explosion of indignation, From the evidence collezted under oath
in the inquiry, the following excerpts have been made. It should be noted, in
order to reassure the British reader, that the convention called under the cartel
entered on its minutes the following resolution:

“ Resolred, That henceforth bribery shall be abolished, except in the United
States and in Russia.”

Senator WarsoN. Who was it that passed that resolution?

Mr. Cuoate. That was a resolution, according to Mr. Burr, of one
of the two freat German cartels which he was investigating.

Senator Warsox. How did he happen to be investigating this?

Mr., Croate, He was retained by a group of woolen men in Phila-
delphia, who were determined to stamp out graft of this very kind
in their industry. He was retained to investigate and attack the
grafters, as was Mr. Deming with him. I have been informed, I
believe correctly, that there was a very curious and interesting
feature in connection with this retainer. I understand thet 46 per
cent of the expense of the investigation was met by the persons who
originally started it, the textile men who wanted the graft driven
out, and 60 per cent of it, T am informed, was met by Messrs. Kuttroff
nCnd Pickhardt, the American agents of the great German Badische

0. .
That investigation took place immediately after the divorce which
took place between the Badische Co. and the Bayér Co., which, in
1910, attempting to carry the German combination still further than
it had therctofore been carried—there were still two cartels—had
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formed one agency, called the Continental Color & Chemical Co.
of New York, but had quarreled throu%zl one year and then dis-
solved the joint undertaking. It was after that dissolution, when
they were again gunning for each other’s business that these Ameri-
can agents of the Badische put up 60 per cent of the expense of this
ln\vestl€ntxon, apparently in order to “get” their competitor, the
Bayer Co., which was specially open to attack on this score,

Senator WaTson. You say they put up 60 per cent of the money
to investigate that questiong

Mr. CHoate, I am so informed. It is of no particular conse-
quence. It is merely an interesting sidelight on it.

Senator Warson. When was this?

Mr. CHoate. In1918,1think, Thatisright,isit not, Mr, Deming?

Mr. Demineg. About that, I think.

Mr. CHoats (reading):

The operations of the Dye Trust in the States can best be examined in the
words of the witnesses themselves. In explanation, it may, however, be added
that these companies maintained their Amerlcan agencles under their own
control; that the Elberfeld Co., which had expended the $700,000, was ex-
tremely active among the mills in Philadelphia; and that Mr, Keppelman was
its manager. For convenience, the evidence will be grouped, first, with reference
to the bookkeeping methods of handling the matter, adopted to secure, so far
as possible, proper profits and proper accounting to the principals in Germany;
gecond, the distribution of *graft”; and thirdly, certain incidental activities,
such as chemical means of dealing with rivals, and persuasive invitations on
board a yacht.

With respect to bookkeeping methods, the problem was a difficult one. It
was desirable to secure large prices for the dyestuffs sold, so as to afford a
margin for “graft” and allow of proper accounting in addition., It was
obvious that this must be done not only by adulteration but by misbranding
the goods so that comparisons in prices would be rendered impossible and
awkward disclosures would be avolded. A system, therefore, based on selling
the same thing to A by one name and to B, G, and D by different names, on
allowances for different degrees of adulteration and on keeping accurate
accounts so that the dyers should receilve the correct amounts of * graft,”
would necessarily be complicated, especially since cure had to be taken that
each party should see only what it was desirable he should see,

Then he goes on with the affidavits, which are so detailed that I
will not read them here, though I should like to have them inserted
in the record. I will rend, however, just briefly from one of them.
He is speaking now of these substitutions, palming off substitutes on
the unfortunate textile men by bribing their dyers. [Reading:]

T remember one particular dyestuft of which the D firm bought a good denl—
« Brilliant black BB.” This was a fictitious name given to naphthylamine
black 4BK. The market price of the latter color was 21 cents, yet under its
fictitlous name D was paying 85 cents a pound, and they used a good deal of
it: at least three to five hundred pounds each week. On my order blank I
would insert on the first column one keg or barrel, as the case might be, of bril-
tunt black BB: in the next column the correct or trade name of the color—
that is, naphthylamine black 4BK—so that the shipper would know exactly
what to send D, though they would not know the exact nature of the color
they were getting, thinking they were using a high-priced dye when in reality
it was a cheap one,

The essence of that.system was just that. Whenever it was neces-
sury to cover the graft and get the profits back all they did was to
adulterate a prodiict and call it by 2 new name and then they were
able to sell for 85 cents what under its proper and well-known name
they had only been able to sell for 21 cents.
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Gentlemen, that is the kind of people the German dye trust were
and are to this day.

. Mr. Woop. Mr. Chaiiman, in order that it may come in at the
appropriate place in the record, may I make a statement about this

condition of affairs that I think will be very important to the com-

mittee as bearing directly on this subject you are considering?

Mr, Cuoarte. If it will not take too long.

Mr. Woopn. It will only be momentary.

Mr, Cuoate. All right,

Senator Warson. Please state your name.

Mr. Woop. John P. Wood, of Philadelphia; woolen manufacturer.
T represent this committee of the American Association of Woolen
and Worsted Manufacturers.

For some 30 years past I have been identified with a group of con-

sumers who have been endeavoring to combat the practices to which
Mr. Choate has referred. What he says is entirely true. This cor-
ruption did exist and was very wide in its ramifications, but it had
no more relevancy to the foreign producers of woolens than the fact
that they sold a larger quantity in this country. The instances of
graft were just as numerous, just as outrageous in proportion to the
business done, upon the part of the American houses as upon the
part of any foreign sellers,
. If the committee desires to go into that subject, I shall be very
glad to send for the data I have accumulated through these years
and lay it before them to show that whatever importance it has it
has no bearing on the spbject now before this committee, because
relatively to the volume of business done it permeated the American
business just as thoroughly as it did the foreign business.

Mpr, Cuoate. I am not willing to concede that for one minute,

Senator WarsoN., Well, we are not going to try that case.

Mr, Cnoate. You are not going to try that case. But it is ma-
terial, because you are dealing here with the question of what the
American industry can do against the German industry, and what
that is depends largely on what kind of people the German dye
trust consists of.

Since the war began the German Big Six and the two cartels com-
posed out of that Big Six in 1910, have been combined into one
gigantic whole, known as the I. G. That is practically a single cor-
poration. The subsidiary corporations keep their corFornte entity,
but they are entirely in the hands of one man, the chief of the cartel
for the time being, who happens to be for the present Herr von
Weinberg, of the Cassella Co. The companies exchange informa-
tion. They contribute to the expense of foreign campaigns against
competitors. They share profits, They have recently doubled their
capital. Mr. Wigglesworth has told yon that, owing to the German
methed of finance, their capitalization conceals rather than exag-
gerates the actual amount of their assets. Their nominal capitaliza-
tion is to-day over one billion marks. Their stock is sold on the
Berlin Stock Exchange to-day at an average of 400, so that that
capitalization represents real assets of half a billion dollars at least,
probably more. They have got that at stake.

Until the outbreak of the war they had a world market. They
were organized, and their plants were constructed to make things
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on a colossal scale.  You know without my having to state it that
when you are organized to make the entire consumption of the world
in any given article you can not cut your production down by even
as much as one-quarter without gravely interfering with the effi-
ciency of your production. Their industry was the most remunera-
tive in the German Empire. The dividends of these companies for
years before the war averaged 22 per cent. The Badische Co. held a
mecting in July, 1919, and declared a 12 per cent dividend. They
were the favorite war babies of the German Empire, They made
all the poison gases. They have kept their staffs and labor together,
and they have spent vast sums on plants since the armistice. Dr.
Herty, who has just been there, and others will tell you about what
they are doing now.

Senator Watsox. Will they be here?

Mpr. Cuoare, They will be here,

- ‘They have, in other words, half a billion dollars at stake. They
can not make that half a billion dollars remunerative unless they
can get back a world market. Where do they stand on that question?

Great Britain has shut them out by a 10-year license plan—a
license plan much more drastic than that proposed in this bill, be-
cause under their license plan the commission is not limited, but may
shut out anything that it scems to be desirable to shut out in the
interest of British industry. ) :

France has adopted a ten-year license plan more drastic than ours
as drastic as the British, as well as a very high tariff for what they
let in. The British license plan extends to the east, where it affects
every one who attempts to import into districts even outside of the
British possessions when, as in many cases, the chief market is in
the British possessions,

Senator Watsoxn. That license plan extends only to Great Britain
proper, does it not? .

Mr. Cuoate. Over. the entire British Empire, I think, It cer-
tainly extends to India. It certainly extends to Malaysia, and it
certainly extends to Great Britain proper.

A Voice, And to Australia; not to Canada.

Senator Warson, I supposed it extended only to the British Em-
pire. Of course India is & part of the British Empire.

Mr. Cuoate, Now, where is Germany to sell her goods? There
have been a great many rumors to the effect that they had sold large
quantities to Great Britain, - I have pretty straight official informa-
tion to the extent that only the very smallest quantities have thus
far been taken by Great Britain from Germany. France has taken
more, because she had to, having no production of her own, and
facing the absolute necessity of getting her industry started. It is
quite certain that the German industry is not to be allowed to sell
in any bulk in France or in England.

In other words, that colossal German industry, facing destruc-
tion if it can not get back immediately its world market or sub-
stantially its world market, must get back the market of the United
Stsﬁes, the largest market outside of that of China, or go to the
wall.

Now, gentlemen, put yourselves in the place of the men who are
managing that cartel. Put yourself in the place of that one man
to whom we have to turn if we want any German dyes at this date.
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Would you let the $500,000,000 of other people’s property intrusted
to your management go to wreck and ruin and destruction if by any
mean.i ?consistent with what you called your conscience you could
save 1

If, as T firmly believe is the case with the most of the heads of
the German dye companies, you were not encumbered with a con-
science at all, how would you behave? What would be simpler than
to conduct a campnign here of what Mr. Wigglesworth has called
selective attack? How easy it would be, in spite of any tariff, to
destroy the American industry piecemeal.

Remember, we can not combine, We are scattered now in about
80 concerns which make real coal-tar products and sometimes dyes,
and perhaps 160 firms that make coal-tar products of one kind or
another, Many of them make very valuable specialties. One con-
cern I have in mind, a quite small concern, has distanced all the
big concerns in the manufacture of one important product. What
investment, in the way of goods sent over to this country, would it
take for them to single out that little manufacturer and destroy him
by underselling him? It would take mightv little. The figures look
large because they are quoted in pounds, but 80,000 tons’is pretty
nearly a year’s supply of the dyes in the country, and that means
only three shiploads.

Remember this, that the German industry is not obliged to spend
real money in any such campaign as that, It is obliged to spend
on]qy stock—I do not mean capital stock; I mean stock on hand.

Senator WarsoN. What do you know about that, Mr. Choate?

Mr. Cuoate. I will tell you what we know about it.

On August 15 the German trust submitted through the German
Government, as required by the treaty, a list of the stock on hand.
Now, we have not got armies of occupation all through Germany.
We are not in a position to check up the truth of their statements.
They are telling us what they want us to believe they have. You
may believe from the bottom of your hearts that they are not over-
stating what they have got. The odds are a hundred to one that they
are understating it. materially and that they have hidden away, not
only in Germany, but in neutral countries, a great deal more,

They say that 80,000,000 pounds is the measure of their stock on
hand of dyestuffs ready for export. This is what they are supposed
to have at the moment, August 15,

Mr. WiceresworTH. And in the occupied territory.

Mr, Cuoare. In the occupied territory, I think, .

On September 15 there was held a meeting of the subcommittee
of the reparations commission—the appropriate subcommittce, I
forget the exact title of it—in London, to discuss this question. In
reporting that meeting Mr. Stanley Hollis, the consul general in
London, reported to the State Department that the statement made
at that meeting by those persons charged with knowledge of the
situation in the occupied territory was that there were then in the
occupied territory 30,000 tons of dyes. He then stated that the
Belgian representative said, apparently authoritatively, that there
were 100,000 tons waiting on the other side of the Rhine.

Must it not be so? Can it be otherwise? These colossal plants
have been making explosives and poison gases all throngh the war.
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When you make explosives or poison gases you can not avoid the
production of any number of by-products which are readily con-
vertible into dyes. .

The Germans were not expecting the war to keep on forever.
They were expecting an early and successful termination. Through-
out all the earlier years of the war, in every line of their activity,
you come across the determination on their part to be ready for
peace, to be ready for peace quickly, and to be ready for the war
after the war, )

Is it not inevitable that they should have done as we believe they
have done, as we have been informed they have done? Namely, kept
at work enough of their plants in the manufacture of dyes to keep
their hands in, to keep their domestic needs supplied, and to be ready
. to build up this fighting stock of dyes that we are told they have?
Of course, they did it. That was their invariable policy in every-
thing they did, and they are now waiting and ready with an accumu-
lation—a carefully selected accumulation, of course—not of the bulk
dyes in which we have already cut the price down to nearly prewar
levels, like sulphur black, but of the specialties, which cover great
quantities of cloth and which can be sold at high prices.

So I say to you, gentlemen, if you put a duty of 500 per cent on
their goods and had not the rate of exchange to contend with—even
if ?'ou figured it on the American value of the product—you would
still run up against the certninty that the German trust must fight
to get back its market, that it has the wealth with which to fight to
get back its market, that it has the goods to fight with, and from all
past history thut it will fight without scruple and without remorse.

Senator Warson. What makes you say that if you put the Ameri-
can value on it it would still be dangerous? i

Mr. Cuoare. Let us assume the most im{)orttmt proposition of
all those that are before you, I take it we all want the industry to
exgand, do we not?

enator Warsox. Of course, everybody cloes.

Mr. CHoaTe. That is, we all want new products to be made. Now,
when a man starts to make a new product he has to put a vast in-
vestment in it in many cases, The National Anilin Co. put $850,000
into their alizarin plant before they ever got an ounce out. The
Du. Ponts spent $1,200,000 in research alone on the vat dyes before
they started to build the factories.

uppose you start one of those new dyes. Just before those dyes
come into actual production. which is the situation to-day, the Ger-
mans start to import them, because the doors are open by reason of
the treaty, or will be open presently by some treaty. You put the
duty on the American market value. What sets the market value
of a product not made in America? Who sets it? The German does.

Senator WarsoN. What makes you say that?

Mr. Croate. Because there is nobody else who makes it, nobody
else who sells it here. I am speaking of a product not made here.
He sends here 100,000 pounds, we will say, of indanthrene blue—

Senator WaTson. y, certainly; if it is not being made here
they ought to send it.

Mr. Cuoate. By all means, .

Senator Warson. But the very minute it can be made here, with
the understanding it is going to be sufficiently protected, the home
producer must put his price on it. ’ .
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Mr. CroATE. Wait o minute. Let us see what the market value of
that first 100,000 pounds is. Who sets the price? The German,
because it is brought over here by his agents. Every one of the
Big Six had an agent here, a strong American company. The Alien
Property Custodian’s activity wiped out four of them; two remain.
One of those two is in absolutely close connection with its German
principal to this day.

Senator WatsoN. Under that theory we never would start the
establishment of any industry in the United States except by the
absolute prohibition of imports from abroad in competition with
anything we started to make here,

. fr. Cnoate. No, ‘Senator Watson; I think I can show you that is

not, the fact. To return to this specific question, in order to deter-
mine what the price of those goods was, what the value of them was,
you would have to go to the price, because there would be no other
possible criterion. The German may set it high, or if it is to his
advantage he will set it low.

Senator WaTsox. I can not agree with you about that at all.

Mr. CHoare. But suppose that were not so. After all, the only
effect of computinF the duty on the domestic value instead of on the
foreign value would be to increase the amount of the duty.

Senator WatsoN. No; not necessarily so. You lower the duty.

Mr. Croate. You lower the rate but increase the amount.

Senator WarsoN. Certainly.

Mr. CroaTz. In other words, you lower the apparent rate.

Senator WatsoNn. No; you lower the real rate of duty when you
it it on the American valuation, It is an increase in the valuation.

t does not make so great a difference what the duty is as to that.

Mr. CioaTe. Les us take the case of the indigo we are speaking
about. It may be that the German price is 20 cents and the American
price 75 cents. Suppose you buy your indigo over there; you buy
a pound and you pay 20 cents. It is then imported here and ren-
dered dutiable at 50 per cent on the American value, which we will
suppose is 75 cents.

Senator WarsoN. Yes.

Mr. Cuoate. There is 8734 cents more. The total price of the
product, then, is 573 cents plus freight, etc.

Senator WarsoN. Why, no; you are wrong about that. The value
of every pound of that indigo that comes here is 75 cents.

Mr. CHoAaTE. Precisely.

Senator WaTson, Ang the duty is levied on it at 75 cents a pound.

Mr. Croate. And 50 per cent of 75 cents in 373 cents,

Senator Warson. Certainly. It would be 374 cents plus 75 cents,
which would be $1.123.

Mr. Croate. But how are you going to make the American buyer
pay 763 cents? .

Senator WaTson, Precisely; that is what I am telling you. In
other words, instead of your license system——

Mr. CuoaTe. Then, T am afraid I do not understand in the least
what we are talking about. T am starting with a supposition which
makes that impossible. I am starting with the supposition that the
German price in Germany is 20 cents. How are we going to make
anybody pay them 75 cents if that is the price?
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Senator WaTtson, That is just what I am talking about, sir. I
would not put a 50 per cent tariff on there to start with unless
necessary to afford protection,

Mr. Croare. What is your assumption to commence with ¢

Senator WarsoN. My assumption is precisely what we have done
in this country for many years, from the beginning of the protective
tariff system. We do not permit the foreigners to put the value on
their imports; we put the value on the imports, and we put the value
on the imports at the American price.

Mr. Cuoare. Right. Now, Senator Watson, will you give me a
supposititious rate to work on for a minute?

enator WATsoN. No; I can not do that.
«Mr, Croate. Then accept my assumption of 50 per cent duty.

Senator Warson. No; I will not do that, because that might be too
high a rate.

r. Croate. Shall we say 10 per cent?

Senator WarsoN. Yes; for the purpose of argument.

Mr., Cuoate. Yes; for the purpose of argument. Now, our Ameri-
can purchaser goes and buys his pound of indigo in Germany at 20
cents. He brings it in, and he finds it is valued at 75 cents here, and
!(le has; to pay 10 per cent of 75 cents here, does he not? His duty is

3 cents,

Senator Wazson. Then the American is protected, is he not?

Mr. Cunoate. Then the American purchaser of the German dye
pays 274 cents, while the Ameri~an ﬂroduct is costing 75 cents.

Senator WarsoN. Not at all. He pays 75 cents, which is the
American price, plus 10 per cent duty.

a Mr. CuoaTe. I am supposing that he buys it from the German in
ermany.

Senator Watson. Precisely; but if you have that kind of tariff he
does not get it in here, does he?

Mr. Croate. Why not?

Senator WarsoN. How could he get it in?

Mr. Cnoate. Because the only duty you have mentioned is 10 per
cent on the American value.

Senator Warson., Which is 75 cents a pound. Now, if the Ameri-
can product is selling at 75 cents'and this German product is valued
at 75 cents at the price of import, he has got to pay, to get it in here,
75 cents plus the duty on it.

Mr. CroaTe. You mean you would charge him as the duty the
difference between the foreign price and the American price?

Senator Warson. I do not.

Mr. Croarr., Then, why would he have to pay any more than the
price of the article in the place where he bought it plus the duty?

Senator Warson. I think I shall have to take you to one side and
talk to you about that. [Laughter.] That has been the American
system in this country for 10 years.

Mr. Croate. I understand it thoroughly—at least I.thought T did.

Senator WatsoN. I have been a student of the tariff for many
years.

Mr, CHoAaTE. Senator, just to clear my mind, will you write down
what a man would have to pay for 1 pound of indigo when the Ger-
man price is 20 cents and the American price is 75 cents, at the time
he gets it here?
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Senator Warson (handing a paper to the witness)., Here is the
wh(ih: thing worked out. Just read that over, and we will take that
up later.

Mr. Cuoate. Very well. Let us return to where we were. I say
that no matter what rate of duty you impose here, you would have
to impose a rate that would scandalize the natives and would impose
a very .considerable hardship on & good many—

Senator Curtis. Mr. Choate, I think the committee is agreed upon
that. Why can we not get down to the real meat in the coconut?

Mr. Cuoate. You are agreed upon what?

Senator Curtis. That the duty you might place on many of these
articles would be so outrageously high that the American people
would not stand it. The only question is, What policy can we pur-
sue, what duty can we place upon these goods, and what other
policy may we follow, in the way of a licensing system, an antidump-
ing law, or. a control by the Tariff Commission, that will protect this
American industry? That is now the only question I want to hear
anybody else on; I do not know whether the rest of the committee
feel that way or not,

Senator Watson., That is right.

Mr, Cuoare. Well, the first question appurently is, if a tariff is
not enough—and I seem to have been stopped in my argument that
it was not enough——

Senator Curris, Of course if the other Senators want to hear that
I am perfectly willing to go on, but so far as I am concerned I
thought it was admitted.

Mr., Cuoate, All right. The next question is, will an antidumping
law do the work?

Senator WatsoN. The idea is that it is admitted——

Senator Curris (interposing). That on some of the dyes the duty
would be so high that the American people would not stand it and
Congress would not enact the law.

Senator WaTtsoN. Yes. .

Mr. Cuoate. There are two things to be said about that. In the
first place, it is almost impossible, some of the manufacturers will
tell you, to classify dyes for the purpose of a duty. Before making
that statement I asked two of our leading opponents whether that
was not true, one Col. Wood, and the other Mr. Metz.

Mr., Merz, I want to say, Mr. Choate, that I have never been an
opponent except on your say-so.

Senator WaTsoN. Gentlemen, let us have peace. [Laughter.]

Mr. CHoate. Wherever he stands, Mr, Metz is an expert, and he
agrees with Col. Wood and the dye makers that you can not classify
dyes in such a way that you would not open the door to more evasion
than actual obedience to the law.

Senator Cortis, Your commission could prevent that.

Mr, CHoate. They think not, :

Senator Curtis. I understand the trouble with the Tariff Commis-
sion is that they do not want to take on any extra duties.

Mr. Cuoate. Noj the trouble is with the extreme complexity of
the constitution of these dyes and the extreme ease with which they
are camoufiaged and mized in new proportions.
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Senator Cuortis. Could not our experts tell? Have we not got ex-
perts that can tell about that?

Mr. CuoaTe. After a long time, after the harm is done the dyes
will como in masquerading as new products, and until very compli-
cated analyses have been made no one is in a position to say whether
th?IY are new ones or the same old products.

he next proposition is this, Not only is it impossible to classify
the dyesso that you can place a different duty on each, but the in-
dustry as a whole can not survive, and most of the plants can not
surviv:, if any considerable part of their product is without adequate
protection.

The production of these dyes is so interlocked, the products needed
for one are so closely connected with the next process that if you
make unprofitable any one considerable line of the products of any
dye factory, you will undoubtedly wreck the concern. That the
manufacturers can tell you about better than I can, .

As to the antidumping law, I analyzed carefully the Smoot bill
and the Fordney bill at the time they were introduced; I have not
seen the Fordney bill since it was passed. But-the difficulty there is
this: As regards dyes, the applicability of the law can always be
driven back upon the foreign cost of the goods, since by changing
names and camouflaging qualities, or making new mixtures or
strengths, the product can always be made to appear to be one which
had never been sold before, and so one for which there is no foreign

price anywhere, The only way you can show that dumping exists,

since under cither bill dumping exists only when goods are sold here
below foreign value or below cost, is by showing the goods are being
sold for less than cost.

Senator Curtis. Could not that be arranged by sending a few
cargoes back?

Mr. Croare, Yes; but look what would necessarily happen before
that. Before you could start sending the first cargo back you would
have to find it had been sold here below cost, because no one could
ever prevent the Germans from making with some justification the
claim that it had not been sold anywhere before, so that there was
no possibility of its having been sold below the foreign market
price. -

If we had full access to their works and to their books, as I think
we might have through those tariff bills——

Senator Warsox (interposing). You say they could send those
goods over here and say that one single kind of dye?

Mr. CroaTeE. Not one single cargo?

Senator Warson. No.

Mr. CHoatE. Nothing would be simpler. They say they have
dozens of new dyes we know nothing about.

Senator WarsoN. Where do they find a market for those?

Mr, CHoaTE. As long as it comes to their agent here he is satisfied,
and after it gets here it reappears under the old form. The water,
or salt, or other adulterant, is taken out of it and it assumes its
former strength, They only have to turn a product out in a new
strength or a new mixture and it becomes something that has never
been sold anywhere before, and accordingly can not possibly have a
foreign market price; but by simple processes it can be restored to
the original form and sold here as such.
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The difficulty of ascertaining the cost is this: Many of these dycs
are almost comtpletely by-products of other products. Some dyes the
German manufacturer could tell you, with absolute truth, not only
cost him nothing but actually benefited him by relieving his factory
sewer of a troublesome waste., It would be perfectly easy for any
astute bookkeeper to arrange the accounts and books of any German
chemical works in such a way as to baffle any conceivable investiga-
tion on the subject of costs, and to_show that the costs were either
large or small just as he pleased. You could never prove, in other
words, that he had sold below cost.

So, as efficient as they would be in other industries, the proposed
antidumping laws would all fail in the dye industry, not only because
they are so slow in action, but because they can not act at all upon
an industry so complicated and lending itself so readily to camou-
ﬂaﬁe as the dye industry.

nd that leaves us where? We can not protect the industry by
the tariff alone; we can not protect the industry by an antidumping
law with a tariff. The corrupt practice acts also act slowly, after
the harm is done. Three shiploads of carefully selected stuff will .
wreck our industry. They can be brou%!lt in the day after the
markets ave open. It is an emergency that may last only a very
short time, or may last a long time, but it is an emergency during
which our industry can be destroyerf in a moment,

‘ sStena;:or Curtis. How would you handle that under the license
system

Mr, Croare. Because nothing can come in until it gets a license,
and the commission is directed not to admit anything which is made
in this country.

Senator Curtis. Not to admit anything?

Mr. Cuoare, Anything made on proper terms as to quantity,
quality, and price.

Senator Curmis, Why can not they deceive under the licensing
system$

Mr, Croate. They can,

Senator Curtis, Then why can you not protect the industry jus.
as well under the antidumping provision as you can under the license
system? Why can not the commission shut out under one form of
law just the same as under the other? That is what I would like to
hear you on.

Mr. Croatr. Because under the antidumping laws that have thus
far been suggested, the harm is done first and the decision is made
afterwards.

Senator Curris. We are talking about some substitute.

Mr. Cuoate. I have sometimes thought—it has been suggested to

. me—that the real cssence of the Longworth bill is a kind of anti-
dumping law. It is an antidumping law that prevents dumping at
the source before the harm is done, before the goods come in here,
and that is about all it does. It does not do that half as well as it
ought to; it does not attempt to take care of the substitutes, by the
importation of which the American industry might casily he
destroyed.

Senator WarsoN. None of these dyes made in this country, the like
of which are being imported from Germany, could be protected by
the protective tarift?
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Mr. CHoate. Yes; there are some,

Senator Watson, In what proportion?

Myr. CHoate. I do not believe anybody can say in what propor-
tion. In most cases, I think the only ones which could be protected
by the tariff are those which do not need any protection. Competi-
tion in this industry is very keen. In some cases, bulk products,
like sulphur blacks, of which large quantities are used and in which
considerable money was apparently to be made, the competition
has become so keen that the prices have been forced down below
the point that allows profit.

Scnator Nueent, Between American manufacturers?

My, Cuoate. Between American manufacturers. No German will
attempt to compete while present conditions exist as to those prod-
ucts. As soon as you leave those bulk products, you will leave the
realm in which the protective tariff can possibly save the American
dye industry.

Senator Warson. If there were no protective tariff at all, even on
those things, except competition among American manufacturers,
brought down to where it reached the German level, would you then
be afraid of an antidumping law?

Mr, Cnoate. Not in those goods. But if you were to leave the
industry without any protection those goods would cease to be made
to-morrow, because they are not now profitable to their makers,

Senator Wartson. In the United States?

Mr, Cuoate. In the United States. Competition has forced the
price down below the profitable point.

Senator Watson. Does that situation obtain in the manufacture
of several dyes? .

Mr, Cuoate. It obtains in the manufacture of several dyes. The
dye makers are here themselves and will tell you about it.

Senator NueenT. Do you mean to be understood as saying that
certain dye manufacturers are selling their products below cost?

Mr. CuoaTe, I think that has been done in a very large number
of cases. In certain new products it has been done in order not to
sell at what might seem an excessive price,

Senator NUGENT. Are tho manufacturers who are doing that the
owne?rs and directors of these larger establishments, or the smaller
ones :

Mpr, Cnoate. Both. I recall one case where an establishment put
out a new product far below the cost of production; I think, in
fuct, most of the new products have been put on the market, origi-
nally, below the cost of production.

Senator NUGENT. Are the larger manufacturers pursuing that

olicy for the same reason the Germans did, for the purpose of driv-
ing the smaller ones out of existence? .
r. Croate. No. I know of one case where the product cost them
a couple of hundred dollars a pound for the first year or so.

Senator NueexT. That was In the experimental stage, was it not?

Mr. Cuoate. Largely so.

Senator Cuntis, That is not followed as a settled policy, is it ?

a My, Cuoate. By no means, but only so far as they are compelled to
o it.
Senator Warsox. That is a remarkable statement you are making

here. Do you mean that in settled production on fixed articles that

i
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the competition in America among the dye makers has become so
strong that they are selling those articles below cost?

My, Cuoate, I understand that has been so in several instances.

ng;ator Nucext. For what length of time has that condition ex-
iste

Myr. CuoAte. I do not know; I should think throughout thy latter
part of 1918,

Senator Warson, What is the reason for it?

Myr. WieorLeswortH, I think all industries take time to reach equi-
librium on costs. They will start out high, and generally price cut-
ting comes from the small manufacturer, not the big manufacturer.
The big manufacturer keeps much closer and more accurate statistics
of costs than does the small manufacturer. That is to say, a manu-
facturer who has surplus products to sell and is getting a high price
for his color must sell, because he had specialized on it. The small
manufacturer cuts his price before the big manufacturer, because he
f‘[i)n’mt finance large stock. After a while the thing gets into equi-

ibrium,

Senator WaTsoN. That is, he finds a market and gets his goods on
the market.

Mr. WicGLESWORTH. Yes.

Senator Curtis. Do they do that after they get the market settled ?
Nuturally for the purpose of an introduction that would be true, just
like they sell soap and other stuff cheap in order to introduce.

Mr. WiccrLeswortH. They are simply commercial fluctuations
;yll:i_ch occur in all industries. After awhile prices reach an equi-

ibrium.

Senator NucenT. That equilibrium is generally reached when the
smaller man is put out of business, is it not? -

Mr. WieorLEsworTH. I do not think so., The small manufacturer
is more reckless than the big manufacturer.

Senator NuceNT. Then it would be reasonable to assume that the
smaller manufacturer is a man of smaller capital than the large
manufacturer, and it appears to me almost inconceivable that the
small man would, as a matter of fact, enter into competition of that
character with the larger manufacturer and sell his goods to the
consumer below the price that they cost him to produce.

Mr. WieeLesworTH., Only as a feeler. It is a temporary fluctua-
tion, and I think should not be referred to in a situation of this sort,
because I do not regard it as being a normal condition,

Mr, Cuoare. Senator, another thing in that connection is that no-
body makes only one product, and a man may have his factory run-
ning, making a large production of something which works in with
something else on which he is making a handsome profit, and he
may well have to continue making the first product although he has
to sell it at a loss in order to keep himself going in the other product.

Senator NuceNT. I understand that it is the same policy that the
Germans pursued against which you inveighed so strongly.

Mr. Cuoate. Noj; they deliberately took a loss on things where
they did not have to in order to destroy competition.

S‘:anator NucenT, Is not that the situation you are describing now?

Mr. CuoATe. I think not. They sell these things here merely to.
get something back for them, because they have to make them and
not with any idea of driving somebody else out.
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I would like to call your attention to one thing further: I have
here a telegram from Rio de Janeiro indicating the arrvival there in
October of a seven months’ supply of German colors for that mar-
ket, and another communication from Spain indieating a somewhat
similar situation. So that it is quite apparent that the Germans have
the sinews of war in the way of dyes to fight with. .

I do not think it is worth while for me to go on any further on this
line at this tine, unless you want me to answer some questions.

Senator Watson. Has peace been declared between Brazil and
Germany ¢ .

Mr, CHoate. I do not know what the regulation is there. I do not
even know whether these colors came from neutral countries or direct.

Senator Warson. X want to ask you a question ortwo. We will take
up that mater later on. I wish you would tell me about the organiza-
tion of the Chemical Foundation. ‘

Mr, Cnoatz. I would be very glad to. I went into the office of
the Alien Property Custodian to investigate the chemical industry
in the very early spring of 1918. We had not been at it long before
we discovered the importance of the dye industry, and we had
not been studying the dye industry long before we discovered the
importance of the patents there as an obstacle to American tg;ro ess.
We found that very large numbers of patents in the dye field had
been taken out by the Germans and had never, I think, in any single
instance, been used. .

Senator Curmis. In this country?

Mr, CuoatE. Yes, sir. They had been taken out, in other words,
simply and solely to prevent the existence of competition in the prod-
ucts of those patents, Many of the patents were product patents,
and some process patents. They covered all the later and most de-
sirable dyes. Most of the indigo Fatents had lapsed, but the produc-
tion in all of the later varieties of anthracene colors, which were the
most fashionable for the moment among the dye industr‘?"2 were cov-
ered, as well as innumerable pharmaceuticals and other things useful
'i;p the industry. We came to the conclusion on studying the situa-

ion—-—

Senator Nucext (interposing). Who do you mean by “we ”?

Mr. Cnoare. I mean I and the other people connected with the
office of the Alien Property Custodian, and in all this thing I was
very closely associated with Mr. F. P. Garvan and Mr. Ramsay
Hoguet, who was also working with us handling patent matters for
the Alien Property Custodian. I will state that both Mr. Ramsay
Hoguet and myself are lifelong Re{:ublicans. We came to the con-
clusion that the patents had been taken out——

Senator Warson (interposing). You say there were a great num-
ber of patents taken out in this country, Klr. Choate, that were not
used in the United States at all?

l\gr. Croate. Had never been used at all; no use of them had been
made,

Senator Warson, Had any dye manufacturer in this country at-
tet;\l})ted to use any of those patents?

. CHoATE. Noj because they were owned by the Germans, and it
was assumed, I sugpose2 that no licenses could be obtained. I can
not imagine anybody being so mad as to ask any of the Big Six for
a license to make one of their dyes in this country.

I
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genagtor WatsoN. Were these patents owned by the Big Six alto-
gether

Mr. Croate. Almost exclusively. I do not mean to say that all
of the patents taken over by the Chemical Foundation were owned by
the Bix Six, but the dye patents we are now interested in were owned
practically exclusively by the I. G.—the German dye trust.

Senator Wazson. How long have these patents been in existence?

Mvr. CroaTE. Some were nearly expiring, some had just been taken
out, and there were lots of applications that had not been granted.

Senator Warson. Had they covered every kind of dyes?

Mr. Cuoate. By no means; they covered about one-fifth of the
annual import before the war in value,

Senator WarsoN. What was the import before the war?

Mr, Croate. I think something like 45,000,000 pounds, or about
$12,000,000 worth in import value, and probably about $20,000,000
by the time it got to the consumer.

Senator Watsox. Oh, no; you must be wrong about that.

Mr. CuoaTe. 29,000 short tons, or 58,000,000 pounds as stated in
the Norton census. That, however, is the tctal American consump-
tion, which includes Swiss importation and the American production
of 8,000,000 pounds,

Mr. WiaeLEsworTH. Indigo and alizarin were included in that?

My, Cuoatr. Yes.

Senator Warson. So that these patents covered, you say, about
one-twelfth of that quantity-—did you not make that statement?

Mr. CHoate. No; I should think they covered—I should not
like to say now—but it is not above one-fifth either in value or
quantity, and I think it is not above one-fifth in value.

We came to the conclusion that the patents could not have been
held idle like that for any purpose except to prevent, on the one hand,
American manufacture and, on the other, imports from possible
competitors abroad. But the Germans did not aﬁpear to be in the
loast afraid of the American manufacturer; they regarded our
chemists with contempt. As late as 1917 they were still writing
about the ridiculous assumptions of superiority of American chemists
and the absurdity of their daring to think that they could intro-
duce the industry and build it up in _this country. So it was ap-
parent that the patents were not aimed against the American manu-
facturer, but chiefly against the importer,

It then occurred to me—I sny “to me” personally, because I
think the original germ of this branch of the thing was in my own
mind—that a product patent that was worth while for the Germans to
procure as a means of keeping out Swiss dyes might be used by
the United States to keep German products out. And so the ques-
tion arose as to what could be done about it. As long as these
products remained patented, we felt that the American dye indus-
try could never get anywhere. These patented dyes had to be
produced here sooner or later or the American dye industry would
remain second rate and infant.

It therefore seemed to me absolutely necessary that somebody
should do something about it, No one in the country, except our-
selves in the Alien Property Custodian’s office, knew anything about
the situation, outside of the persons whose business was directly

153564—20—8
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affected. Accordingly, it scemed to us that it was up to us to do
something about it as public-spirited citizens. We were the only
impartial persons whose pockets were unaffected by anything that
gmﬁht be done, who were in & position to do anything. Accord-
ngly we got busy. An amendment was secured to the trading-with-
the-enemy law which permitted the taking over of the patents.
Up_ to that time no conception of what was finally done had been
arrived at; the idea had not been thought of.

The thing was to get the patents out of the German hands, and
decide what should be done with them later. They had been par-
tially available to the American industry under the trading-with-
the-enemy act which permitted the Federal Trade Commission to
license applicants under them, but the regulations were such that
the man who took a license from the Federal Trade Commission
bought a lawsuit with it, did not know how long his license would
last, and had to pay an indeterminate rate of royalty, at first at
5 per cent and then at such rate as might be determined by a court.
So that nothing was really done under those Federal Trade Com-
mission licenses excei)t the manufacture of certain pharmaceuticals
which were peculiarly necessary. Then, the patents having been
taken over, the question arose, what was to be done with them?
And there we faced & most difficult problem. There was no depart-
ment of the Government to which they could be turned over; there
was no department of the Government that had power to take them
in hand. We did not seem to be able to create any great amount
of interest in anybody about creating any such department of the
Government.

England and France had annulled the German patents—England
had at any rate, and I think France had; and while thus opening the
market to their own manufacturers had also opened the door to
German competition after the war. It seemed to us that probably
something better could be done with them than that. The alterna-
tive seemed to be to sell them to a good American purchaser. But
how were we going to do that; how could it be done; could the Alien
ProEerty Custodian do it without doing more harm than good?

These patents could not be sold singly. Probably 90 per cent of
them were absolutely worthless—I suppose 90 per cent of most
patents are worthless. They had to be sold in groups to be worth
anybody’s while, and had to be sold in fairly large groups; for if
they were not worth defending they would do more harm than good.
If they were sold in groups of any size they would have to be
hought by pretty strong purchasers, if they were to be of any use
in keeping German products out in favor of American products.
Accordingly, the type of purchaser who would have to buy them.
if they were to do any good to the country, had to be pretty strong.
If we sold these patents to an important American manufacturer in
groups of any size, he would become a monopolist ad %00; he would be
able to dominate one considerable section of the dye industry, and
his domination might readily extend far beyond the field of the
particular number of colors, covered by his patents.

Before it was decided what should be done with these patents,
it so happened that the Bayer Co., the American branch of the one
German concern of the Big Six that had any considerable plant in
this country—came up for sale and was sold, and with the property
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thus sold passed, by the sale of the stock, the Bayer patents, which
were not held in the name of the German Bayer Co., but were owned
by one of its American subsidiary corporations, so that they as
patents had never been taken over. As soon asthat had happened——

Senator WaTsoNn (interposing). How is that? I did not get that.

Mr. CuoaTE. The Bayer patents, 1,200 in number, covering one
very valuable group of vat d 1)]'es and many pharmaceuticals—among
others, the aspirin patent, I think—were owned by an American sub-
sidiary corporation of one of the German Big Six, of which the
German com%)any owned all of the stock. So that when the German-
held stock of that American corporation was sold, the patents prac-
tically went with it to the new purchaser. The purchaser was the
Graselli Chemical Co., a_very Inrge manufacturer of general and
heavy chemicals. The Alien Property Custodian was immediately
deluged with protests against the sale of such a mass of patents to
an_important manufacturer, who might become a monopolist to a
mild extent by virtue of the possession of those patents. This
brought it to the attention of everybody concerned that the sale of
these patents was even a more diflicult thing than we had thought
it was. Accordingly, everybody set to thinking for all he was worth
(t;) see what could be done. The solution was finally found by Mr.

arvan.

Senator WarsoN. You said a while ago that in your judgment 90
per cent of the patents were absolutely worthless.

My, Croate. I made that statement about patents in general, and
that was the opinion of Mr. Hoguet as to these patents.

Senator Warson. If those patents were 90 é)er cent worthless, what
difference did it make what became of them

Mr, Croate. Because nobody knew which were good and which
were bad.

Senator Watson. Then, how did they know they were 90 per cent
worthless?

Mr. CuoaTe. Because in almost every large group of patents of
that sort——

Senator Warsox (interposing). You are just generalizing?

Mr, Cuoare, It is the experience that 90 per cent are worthless,
and it is the judgment of the chemists and chemical engineers here
that of these probably a very small proportion are of value. I do
not, think you will find that questioned by any.one.

Senator Warsox, I imagine that is true. We have been told
while investigating the dye question that a given process sometimes
falls down beeause of leaving out an important step.

My, Cuoatr. I did not mean that. I mean that the patents cov-
ered products or processes which were no good when you got them.

Senator Warsoxn, I was going to state, secondly, which were no
good when you got them,

Mr. Cuoate. I am leaving out of account for the moment the ques-
tion of defect in the patent as a description of the thing which is
to be done. . )

Senator WatsoN, When you took them over, did you have in
mind that 90 per cent of them were worthless? .

Mr, CHoate. I think so. But even a worthless patent is a very
excellent obstacle to a new industry, because a man working out a
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given new process frequently finds that his process infringes on a
patent that is not worth the powder to blow it up, but is a hindrance
to a fellow working on the same line,

'The inspiration occurred to Mr. Garvan, as the solution of this
question, that the way to deal with it was to form a quasi trustee
corporation which could be organized and owned by the industries
affected by these patents, and let that corporation buy the whole
lump en bloc, together with every other chemical patent we could
lay our hands on. 'We felt if that could be done and that corpora-
tion could be so tied up by its charter provisions that the stock-
holders could never make any money and that its officers could never
make any money, and that the patents would have to be licensed
to American manufacturers on even terms, so that the whole industry
could avail itself of them, whether members of the eorporation or
EOt’ then we should have a purchaser that would do good and not

arm.

Senator Warson. That is to say, take over all the German pa-
tents—4,000 of them, you say?

Mr. Cuosrte. There were about 4,000,

Senator Watson. And after that to take over all American pa-
tents hereafter issued?

Mr. Cuoate. Oh, no.

Senat?or Warson. I thought you said take over all other American
batents .

! Mr. Cuoate. All other German chemical patents, as well as dye
patents.

! Senator Warson. You did not limit it to German patents. You
said all other chemical patents, and I wondered whether you in-
cluded all those hereafter taken out.

Mr. Cuoare. Oh, no. The idea was suggested to a gathering of
as many of the representative men in the industries as we could get
together, and they went out and organized their corporation, the

’hemical Foundation. Then there came up the question of how
we were going to sell to it. The Alien Property Custodian, Mr.
Palmer, and Mr. Garvan, were insistent that the sale should be by
public auction. That was the ordinary way of disposing of German
vroperty, and it was the natural way, the generally desirable way.

We found the representatives of the industries unanimously op-
posed to that course for reasons stated by them which finally con-
vinced me and convinced Mr. Garvan and convinced Mr, Palmer;
and those reasons were these: ¥aving interested in the Chemicnl
Foundation substantially all the principal manufacturers whose
business was affected by these patents, it included nearly all the
possible manufacturers who might have been found at a public sale
at auction as proper purchasers for the patents. Outside this
group a legitimate purchaser, therefore, could hardly be found, But
even if that had not been the case, had the patents been put up at
auction, either the same thing would have happened as happened in
the case of the Bayer patents, and they would have been {:onght in
in one block or in a half dozen blocks or 40 blocks by manufacturers,
and thus closed to the rest of the American industry, or else—and this
we feared still more—they would have been bought in by speculators,
who would have bought them for their nuisance value, out of which

-
ey
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a speculator might well have made a handsome figure. It would have
been impossible to detect and reject a speculator as purchaser, be-
cause he could easily have hidden ‘under a perfectly respectable
dummy or nominee, .

Accordingly, it was determined that it would be impossible and
unsafe to put those patents up for public sale, and it was agreed that
the matter should be presented to the President of the United States,
with a request for an Executive order authorizing the private sale
to the Ckemical Foundation; and that was the course which was
followed, The price of $250,000 that was fixed for the patents was,
as you may well suppose, a guess. No human being could put a
value on that block of patents; none of them had been used in this
country, a very large pro;l)ortlon of them had not been used any-
where else. They were held for their nuisance value only, and no
man could say what that nuisance value was. No one was disposed,
I think, to lean backward in the way of overvalueing the nuisance
value of a patent owned by an cnemy, a nuisance value which re-
acted against an industry which we'believed to be so important.

Therefore, the figure of $250,000 was arrived at as the best ob-
tainable guess on the part of anybody, and the transaction was put
through on that basis,

Mr. Garvan became president of the Chemical Foundation on the
absolute insistence of Mr. Hoguet and myself, because it was per-
fectly evident that the foundation would, from the first, be, as it has
heen, the subject of attack from every German in the country, and
because it was absolutely essential that the chief officer of that com-
pany should be familiar with German personalities in this country,
and German methods; and therc was no man in the country that
knew them as well, or whom they feared as much, as Francis P.
Garvan. He took the office on condition that he serve without com-
pensation, and he served entirely without compensation, as do
the other executive officers. And the charter provides that ex-
cept for a 6 per cent return on the preferred stock—which is to
be retired as fast as it can be—and a dividend limited to 6 per cent
on the common stock if earned, the entire funds produced by the
Chemical Foundation must be used for purposes of the advance-
ment of science and industry in the United States,

Senator Warson. Have you that charter?

Mr. Cuoare. I have it. I believe we have tied it up so that not
a cent, produced by these patents can ever go into any private pockets.

Senator Warson. May it be put into the record, Mr. Choate?

Mr. Cuoate. Surely.

(The certificate of incorporation of the Chemical Foundation
l(Inc.)), as submitted by Mr. Chonte, is here printed in full, as fol-

owS:
CERTIFICATE OF INCORPORATION OF THE CHEMICAL FOUNDATION (INC.), DELAWARE.

1. The name of the corporation is * The Chemieal Foundation (Inc.).”

2, The principai office of the corporation is to he located at the offices of the
Corporation Trust Co. of America, No. 1007 Market Street, in the city of Wil-
mington, in the county of New Castles in the State of Delaware. The name of
its resident agent is Corporation Trust Co. of America, whose address is No.
1007 Market Street, Wilmington, Del,

3. The nature of the business of the corporation and the objects and purposes
proposed to be transacted, promoted, or carried on by it are as follows, to wit:

(a) To acquire by purchase from the Alien Property Custodian, under the
provisions of au act of Congress of the United States, known as the trading with
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the enemy act (act Oct, 6, 1917, as amended by act of Mar. 28, 1018, and fur-
ther amended by.act of Nov. 4, 1018), patents, and applications 'theref'or, trade-
marks, choses in action, and rights and claims of every character und descrip-
tlon, owing or belonging to or held for, by, on account of, or on behalf of, or
for the benefit of, an enemy or ally of enemy, as Cefined by sald act, which the
Alien Property Custodian is authorized by sald act, and amendments thereto,
to require and seize, and to sell and convey, and also to acquire from any per-
son, firm, or corporation any and all letters patent, and applications therefor,
trade-marks, and similar rights, granted Ly the United States, or any other
country or Government, licenses and the like, or any other interest therein, or
any inventions which may seem capable of being used for or in connection with
any of the objects or purposes of sald corporation, and to hold any such property
and rights, so acquired, in a fiduclary capacity for the Americanization of such
industries as may be affected thereby, for the exclusion or elimination of alien
Interests hostile or detrimental to the sald industries, and for the advancement
of chemical and allied sclence and industry in the United States,

(b) In furtherance of the above objects and purposes the corporation may
grant nonexclusive licenses only, to make, use, and sell the inventions covered
by any patents owned or controlled by it to the United States of Amerleca,
upon such terms as the bourd of directors may determine, and also upon rea-
sonable and equal terms and without advantage, as between licensees, to the
following: (1) Natural persons, citizens of the United States; (2) copurtner-
ships, all the members of which are citizens of the United States; and (8) cor-
porations organized under the laws of the United States, or of any State, Terri-
tory, or dependency of the United States, of which not less than three-fourths
of the capital stock, and the beneticial interest therein, is owned by stockholders
who are citizens of the United States, and who were not, prior to the “end of
the war,” as used in the trading with the enemy act, enemies, or allles of
enemies, as defined by said act, and the amendments thereto.

The board of directors may refuse to issue any license or may revoke any
license granted by the corporation and may preseribe the terms and conditions
of said licenses, It shall be the duty of the corporation to defend and enforce
the rights acquired by it, and to protect the rights of its licensees under any
licenses granted by it. .

(e) To purchuse, or otherwlse acquire, such personal property of every kimi
and description within and without the Statc of Delaware, and in uny part of
the world, suitable, necessary, useful, or advisable in connection with any or all
of the objects hereinbefore set forth.

(2) To do each and every thing necessary, suitable, useful, or advisable for
the accomplishment of any one or more of said objects, or which shall, at any
time appear to be conducive to or expedient for the benetit of such corporation
in connection therewith,

(e) In general, but in connection with the foregoing, said corporation shall
have and exercise all the powers conferred by the laws of the State of Delaware
upon business corporations, it being hereby expressly provided that the fore-
going enumeration of specitic powers shall not be held to limit or restrict in
any manner such general powers,

(f) To each and all things above set forth to the same extent and as fully asa
natural person might do or could do in the State of Delaware, or in any other
State, country or pluce,

4. The total authorized capital stock of the corporation is $500,000, divided
into 5,000 shares of the par value of $100 each.

Of suid authorized capital stock 4,000 shares, amounting to $400,000, shall be
nonvoting preforred stock (except for amendment of the charter, as hereinafter
provided) and 1,000 shares, amounting to $100,000, shall be common stock.

The preferred stock shall entitle the holders thereof to recelve, when and as
declared, out of the surplus or net earnings of the corporation, a fixed cumula-
tive dividend at the rate of, but never exceeding, G per cent per annum, pay-
able quarterly on such dates_as the directors may determine, which dividend
shall run from the date of the Issue of sal@ preferred stock, and shall be paid
or set apart before any dividend shall be set apart or paid on the common stock.

The common stock shall entitle the holders thereof to recelve, when and as
declared, out of the surplus or net earnings of the corpogation, a dividend at
the rate of, but never exceeding, 8 per cent per annum, hut no such dividends
shall be payable on the common stock until all cumulative dividends on the

,ﬁ’
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preferred stock at the above rate, up to the date of the deelaration of such
common-stock dividend, shall have heen paid oy set apart.

In the event of any lquidation or dissolution or winding up of the corpora-
tion, whether voluntary or fnvoluntary, the preferred stock shall entitle the
holders thervof to be paid in full the par amount of their shares, with all un-
paid aecamulated dividends thereon to the date of such payment, before any
amount shall be paid to the holders of the common stock.

The preferred stock shall be subject to redemption as a whole at $100 per
share, and accumulated dividends thereon, on the 1st day of January, 1921, or
on the 1st day of January in any year thereifter, in such mamer as the hoard
of directors shall determine: Provided, That whenever the accumulnted surplus
of the corporation amounts to 100 per cent of the total ssued and outstanding
preferred and common stock of the corporation, the board of directors shall re-
deem all the issued and outstanding preferred stock. After the full redemption
of the preferred stock, the net earnings of the corporation, over and ahove such
anounts as may he necessary for the purpose of working capital, shall be used
and devoted to the development and advancement of chemistry and ailled sci-
ences, in the useful arts and manufactures in the United States, in such manner
as the board of directors my deternine.

The holders of the common stock shall have the sole right to vote at all meet-
ings of the stockholders, and the holders of the preferred stock shall have no
voting power, except for the purpose of the amendment of the charter. None of
the owners or holders of the preferred or common stock of thig corporation shall
s](l'll, assign, or transfer any such stock except with the approval of the board of
directors,

. I«‘romI time to time the common and preferred stock may be increased accord-
ng to law,

The amount of the capital stock with which the corporation will commence
business is $1,500,

f. The names and places of residence of each of the original subseribers to
;hﬁ capital stock, and the number of shares subscribed for by each are as

ollows :

M. M. Clancy, Wilmington, Del 1
P. B, Drew, Wilmington, Del
H. E. Knox, Wilmington, Del

6. The. corporation is to have perpetual existence,

7. The private property of the stockholders shall not he subject to the pay-
ment of corporate debts to anv extent whatever,

8. The number of directors of the corporation shall be fixed from time to
time hydthe by-laws, and the number may be increased or decreased as therein
provided.

In case of any increase in the number of directors, the additional directors
shall he elected as provided by the by-laws, or by the stockholders, at an annual
or specinl meeting,

In case of any vacancy in the board of directors for any cause, the stock-
holders may elect a successor to hold office for the unexpired term of the di-
rector whose place is vacant and untll the electlon of his successor,

The board of directors shall, from time to time, fix and determine the uniform
leense fee or royalty that shall be paid by the persons, firms, or corporations
mentioned in paragraph (b) of article 8 of this certificate, and the license fee
or royalty so fixed shall be binding and conclusive on the corporation and on
all of its licensees. :

In furtherance, but not in limitation of the powers conferred by law, the
board of directors are expressly authorized:

(a) To hold their meetings outside of the State of Delaware at such places
as from time to time may be designated by the by-laws or by resolution of the
board, ‘The by-laws mny prescribe the number of dirvectors necessary to consti-
tute a quorum of the hoard of dircctors, which number may be less than a
majority of the whole hoard of-directors.

(b) To appoint the vegular officers of the corporation and such other officers
as tlulxy may deem necessary for the proper conduct of the business of the cor-
poration.

(¢) To remove at any time any officer elected or appointed by the board of
directors, but only by the affirmative vote of a majority of the whole board of
directors,

b OF
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(d) To remove any other officer or employee of the corporvation, or to confer
such power on any committee or superior officer of the corporation, unless such
removal is otherwise regulated by the by-laws,

(¢) To Issue the stock of every class in such amounts and proportions as
they muy determine, up to the total amount of the authorized capital stock,
or any increase thereof, subject, however, to the provisions of this certificate.

9. The charter may be amended from thme to time by a vote of three-fourths
in number and amount of the preferred and common stockholders at any annual
or special meeting of the stockholders.

b 1]0. The board of directors shall have no power to make, alter, or amend
y-laws,

We, the undersigned, belng each of the original subscribers to the capital
stock, hereinbefore named, for the purpose of forming a corporation to do busi-
ness both within and without the State of Delaware, under and pursuant te
the provisions of an act of the Legislature of the State of Delaware entitled
“ An act providing a general corporation law " (approved Mar. 10, 1899), and
the »2ts amendatory thereof and supplemental thereto, do make and file this
certificate and declare that the facts herein stated are true, and we have accord-
ngg ligxiegunder set our respective hands and seals this 19th day of February,

M. M, CrAncy., [sEarn.]
P. B. DgEw, {sEAL.]
H. E. Knox, [8EAL.]
LAWRENCE J, BRODMAN.
STATE OF DELAWARE,
County of New Castle, 8s:

Be it remembered that on this 19th day of February A, D. 1919, personally
appeared before me, the subscriber, a notary public in and for the State and
county aforesaid, M. M. Clancy, P. B. Drew, and H, E, Knox. all the partles
to the foregoing certificate of incorpovation, known to me personally to be such,
and I having first made known to them and to each of them the contents of said
certificate, they did each severally acknowledge that they signed, sealed, and
delivered the same as thelr several voluntary act and deed, and that the facts

therein stated were truly set forth.
Given under my hand and seal of office the day and year aforesaid,

LAWRENCE J. BRODMAN,
Notary Public,
Appointed July 27, 1918, term four years.

Mr. CuoatE. As a means of assuring against the acquirement of
the control of the foundation by any single interest, which we were
afraid of, we made the stock nontransferrable without the consent
of the directors. We placed the entire voting power in the common
stock. We insisted that the common stock be trusteed for a period
of 17 years, supposed to cover the life of the {;atents, appointing as
trustees five gentlemen who have nothing whatever to do with either
the chemical industry or the dye consuming industries, so that the
selection of officers and directors might remain in the hands of men
who had no fish to fry and no money to make out of these patents.

Senator WaTson. o are the directors?

Mr. Cuoate. The. trustees are Mr, Otto Bannard (chairman),
Judge Ingraham, Mr. Cleveland H, Dodge, Mr., B. Howell Griswold,
jr., of Baltimore, and Mr. Ralph Stone, the president of the Detroit

rust Co. Those are five men whose war work made them also very
familiar with the German methods, and, so far as I am aware, none
of them have any dye-industry or textile-industry interests.

Senator WaTson. Suppose that another man wanted to start in to
manufacture dyes in the United States who is not engaged in that
business now, is there any way he could take advantage of that or-
ganization so as to get in?
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Mr. Croate. He does not need to be a member. He will receive a
license, as a matter of course. I do not think any license has been
refused. Power was reserved, as matter of caution, to refuse licenses,
and the foundation is lirected by its charter not to license except to
persons of apin'oved Anmericanism, but otherwise there is no question
about it at al

Senator WarsoN. You have reserved the right, then, to issue a
license on the part of this chemical foundation hereafter?

Mz, Cuoarte. Under the patents, yes; and that has been done in
practically, I think, every case of an application ug to date.

Senator WatsoN. And licenses have been issued

Mr. Cnoate. Licenses have been issued; that is the purpose of it.
We are bound to license on equal terms renl American manufacturers,

Senator Watson. Not that I am interested in anybody or any set
of men, I ask this for information: Suppose that peace comes, which
we hope it will, that is, legal peace. This corporation still con-
tinues to function?

Mr, Cuoate. Surely.

Senator Warsox. For 17 years?

Mr. Cuoate. It functions indefinitely.

._Senator Watson. But the life of the patent is 17 years, I suppose
if {‘atents play out the thing dies.
r. Croate. Not necessarily. I will explain what I mean.

Senator Warson., Explain that, now.

Mr. Cuoate. Because the purpose of the foundation is to aid
research in the public interest, which it is in a peculiarly fortunate
position to assist by bringing about cooperation between the chemical
industry and the universities,

If it should turn out that these patents, when made useful in this
country by manufacturers, instead of being merely used as obstruc-
tions to manufacturers, produce large sums of money, those sums
will be used in starting permanent activities in the way of connect-
ing the research work of universities and the industries and in other
wzxs encouraging chemical science in the United States.

mong other things which we have in mind is this: The founda-
tion has the é)ower to acquire new patents. In a number of cases
there are public institutions whose employees are constantlg pro-
ducing new inventions which are patented, and the patents dedicated
to the public, because the institutions, such as, for instance, the
laboratory of the De?)artment of Agriculture, are not able to patent
them for their own benefit. When those patents are thrown open
like that they are almost always allowed to remain in absolute .
neglect, because no one, unless he owns a patent, takes interest
enough in it to develop a process, unless it is something of phenom-
enal value. It may well be that the foundation will be able by offer-
ing to purchase patents developed for such persons to accomplish
two great purposes: In the first place, that of placing them at the
disposal of the whole industry, and, in the second place, that of
backing them up by an organization which is able to develop them.

Senator Warson. But it makes impossible, does it not, the en-
trance of a new man into the dye business without getting a license
from that company?

Mr, Cnoate. By no means,



122 DYESTUFFS,

Senator Warsox. On account of the fellows who are in and having
the license shutting him out?

Mr. Cuoate. Certainly not. The only things patented it has which
affect the dye industry are the vat-dye patents.

Senator Warson. Are these patents all vat-dyve patents?

Mr. Croarr, Oh, no. But the only patents that have any material
effect on the dye industry are the vat dye patents.

Senator Watson. Do you say this corporation reserves to itself
the right to acquire patents in the future; that is, patents taken out in
this country?

Mr. Croate. It could do it; but it is'not the intention of anybody
to do it, except to stimulate chemical invention; to offer some kind
of a reward to employees in the Eublic institutions who make inven-
tions and who can not benefit ¢ ereb{, and, on the other hand, by
rendering those inventions useful by backing up the inventor.

Senator WarsoN. What do you mean by “backing up the in-
ventor$”

Mr. Cuoate. By buying his invention from him, developing it, and
protecting it.

Senator WatsoN. By buying the patent, and then nobody would
be able to manufacture under the terms of that patent except some-
body that gets a license from the Chemical Foundation?

i r. CHoaTE. Yes. But anybody, practically speaking, can get a
icense.

Selégtor WarsoN. That depends on the will of the trustees, does
it no -

Mr. CuoaTte. I think not.

Senator SuTHERLAND. Do you grant several patents to one party$

Mr. Croate. Yes. We have granted several licenses under one of
the product patents.

Senator Curtis. No one can get an exclusive license from you?

Mr. Cuoate. He can not. :

Senator NugenT, And no monopoly can be built up?

Mr. Croate. No monopoly could be built up, unless the Founda-
tion was managed by criminals. If they ever get us out and get
criminals in it might happen. .

Senator NuoeNT. And if a man desires to go into the dye manu-
facturing business all that is required of him 1s to procure a license?

Mr. Cnoate. Whether he is an outsider or an insider he gets a
license just the same. We have practically put up now to the stock-
holders of the Foundation the question of whether it will ever be
advisable to limit the number of licenses, in case we find the number
has become so great that the market for any patented product is in
danger of being completely flooded. In certein cases that question
might arise, also, in cases like arsphenamine, where the product is
dangerous if mede under bad conditions. Their deliberate decision
seems to be that no limitation is preferable and that everybody must
receive a license.

Senator WATsoN. Are you one of these gentlemen ?

Mr. Croate. I am not a director, but I am of counsel, and I think
nothing has yet been done, and notiling will be done that is not con-
curred in by me. .. .

Senator WarsoN. I am not not questioning anybody’s motives,
but looking at it as an outsider, if you thought somebody was
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coming in to manufacture a particular kind of dye would produce
ﬁ!‘ excegg of that particular product in the country, you would shut
im ou

Mr. Cnoare. I, personally, would not, and I think the decision
of the foundation will be that under no circumstances will any
license be refused except when the applicant turns out not to be
really un-Amerjean, or when he is not qualified to make the product
in question.

Senator WaArsox, I understood you to say a while ago that if
there should be an excess of any one particular product there might
be power used to prevent that by yonr Chemical IFoundation.

Mr. Cuoate. What I said was that under the charter of the
foundation the directors would have the power to refuse a license to
additional applicants under those conditions. We have placed that
question before the assembled stockholders who represent 140 lead-
ing concerns in the dye industry and in the textile and other in-
dustries, and I understand the almost unanimous opinion of those
industries to be that the issuance of licenses ought never to be limited
in that manner.

Senator Warson. No: but the power remains.

Mr. Croate. The power remainss we could do all sorts of things
if we were rascals.

Senator Watson, That is not the question. Has the Chemical
Foundation as such assumed any authority over imports; that is to
say, if imports are to come into the country, have they taken any steps
to gIet control of those imports coming into the country in any way?

Mr. Cuoate. No; we can not. None of these patents that cover
the dyes have been adjudicated, and until a patent has been ad-
judicated you can not get an injunction.

Senator WarsoN. Has any efforts been made on the part of any-
body connected with the Chemical Foundation to enter into any
sort of arrangement so that they can_control imports or so that
imports come into the hands of men who control on this side?

Mr. CHoATE. No, sir. Royalties will be charged against the im-
porter precisely as they will be charged against an American manu-
facturer in order to provide funds for the purpose for which the
foundation was organized, which are public and altruistic, purely
and simply. .

Senator SuTHERLAND. Does the licensee have to comply with some
conditions? .

Mr. Croate. They have to comply with conditions enabling us
to see they are paying us the right royalty. There is nothing ab-
normal about the license agreement, .

Senator Warson, After the war, suppose some man born in Ger-
many but who is a naturalized citizen of the United States——

Mr. Cnoate. Under the charter if he is a naturalized citizen he
can get it.

Senator WATsoN. Get a license?

Mr. Croate. Yes, .

Senator WarsoN. What is this about paying royalty which some-
body suggested? ) .

Mr. Croate, T think Mr. Metz suggested we were charging royal-
ties on importations, :
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Senator WarsoN. What do you mean by that?

Mr. Cuoate. I mean to say that when importations come in of
goods covered b patents we expect sooner or later that the Chemical
Froundation will be paid royalties on the sale of those goods.

Senator Wargon. Why ¢

. Mr, Cuoate. Because the patent conveys to the Chemical Founda-
tion the sole right to sell those goods in the country, and it is by
the charge of royalties that the Chemical Foundation has to obtain
the income on which it is to live and do its work. '

Senator WatsoN. Do you contend it is necessary that your insti-

tution should survive in order to perpetuate the dye industry in

this country?

. Mr. Croats. I do not. But I do imagine it is a very valuable
institution, for this reason, among others. If it is desirable that
the vat dyes shall be manufactured in this country, for instance—
I mean the whole group of patented dyes—the Cﬁe

tion can render some assistance in that line, because by demanding
the payment of a royalty on foreign goods, or if necessary secking
to enjoin their sale, it can to some extent afford protection. That
will eventually be possible after the patents are adjudicated, if they
are any good. But unless the patents are protected, are fought,
litigated, and enforced, they are absolutely worthless to anybody.
The owner has got to protect them, and for that purpose must
have and spend mon(i{. . .

Senator Warson. Admitting the high motives of all the men en-
gaged in this enterprise—and that, of course, we do admit as a war-
time proposition—suppose it should get into the hands of men wkho
wanted to make a monopoly ; would that be possible?

Mr. Croare. They would not get far with it. In the first place
a very large proportion of the ﬁatents taken over have expired an
are expiring all the time; in the second place, it is almost incon-
ceivable that it could ever fall into the hands of any such a group
during the next 17 years. . .

Senator Warson. I am glad you are such an optimistic citizen.

Mr, CaoaTe. Consider one very important fact; No one is al-
lowed to hold more than two shares of the voting stock, and that
stock is not transferable except with the consent of the trustees,
How in the world is anybody %oing to get control of this institution?

Senator WatsoN. They could not, except by collusion of the fel-
lows already in.

Mr. CuoaTE. And even if anybody wanted to sell his stock and got
the consent of the directors the buger would get no power to influence
the action of the foundation, because it is all in the hands of the
trustees. He would not have a vote that amounted to anything until

the trust runs out.

Senator Warson. And your conclusion of the whole matter is

that it is veally a beneficent establishment? L.

Mr. Cuoate. Absolutely. It had no other purpose in its organ-
ization; it has no other purpose now. I am infinitely proud to
have been connected with it st all.

Senator SuTHERLAND, Are the directors elected by the stock?

Mr. CHoaTE. By the stockholders. The stock is all in the hands

of the trustees.

mical Founda- -
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Senator SurnenraNp. In other weids, the trustees will elect them?

Mr. Croate. The trustees will elect them as they do under any
«other voting trust.

Senator SuTHERLAND, And are they a self-perpetuating body?

Mr. Cuoare. They must be a self-perpetuating body if the thing
is to be kept out of the control of stockholders, and so out of the con-
trol of the interested parties. .

u Selgmtor SurHeRLAND. That could not change radically in a short
ime

Mr. CuoaTe. No,

Senator Warsoxn. I think that is all,

Senator NucenT. I suggest, Mr. Chairman, in view of the appar-
ent importance that is attached to the organization of the Chemical
Foundation and Mr. Garvan’s connection with it, that he be per-
mitted to appear before the committee in the event he desires so to do.

Senator Warson, There is no objection to that. I am advised by
iﬁ{enator Sutherland that the antidumping bill has just passed the

ouse, :

Mr. Cuoatr. I ought to have added, in speaking of the Chemical
Foundation, that not a dollar’s worth of stock is owned except for
the qualifying shares standing in their names by any officer or trustee
of the Chemical-Foundation. So that not one cent from its resources
finds its way into cither the pockets of the officers or trustees.

Senator Warson, We have understood that.

Mr. Cuoate. I thought you had; that is why I did not discuss it.

Mr. Paroee, May I be allowed to go into a subject upon which I
was just touching at the time the recess was called this morning?

Senator Watson. Certainly.

Mr, Paroer, And that was the effect of a tariff on indigo; and I
think I could illuminate it a little better now, in the view of the con-
crete example of Mr. Choate.

Just imagine yon were in Germany yourself, and that you wanted
to buy, say, 1 pound of indigo, and you went to the German manufac-
turer and said. “T want 1 pound of indigo. What is the price?” He
would say “ Twenty cents a pound,” or possibly he might say “ Eighty

- pfennig,” which would be the same tl‘m’ing. You would pay the 20
cents and get your pound of indigo and put it in your grip and come
back to this country. You come to the customhouse and you open
your grip, and the custom officer would say, “ What is the value of
that indigo?” You would say, “Its value in this country is 75
cents.” He would say, “ Well, there is & duty of 10 per cent on it,”
which would be 73 cents.

That would make the cost to you 274 cents. You paid 20 cents in
Germany and you paid 7} cents in this country, and I think that is
the end of it. The cost is 274 cents.

Senator WaTson.. I am not going to enter into any argument about
this other plan. Apparently, I have not been able to make you gen-
tlemen understand, but I think, when I get to the committee, T will
be able to make them understand without any trouble. .

Mr. Croate. T would like now to have the committee hear Dr,

Herty.
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STATEMENT OF DR. CHARLES H. HERTY, EDITOR OF THE JOUR.
NAL OF INDUSTRIAL AND ENGINEERING CHEMISTRY,

Dr. Herry. My name is Charles H, Herty. I am the editor
of the Journal of Industrial and Engineering Chemistry, which is
the official organ of the American Chemical Society.

Senator WaTsoN. And how long have you been in that position?

h_lzr. Herry., Three years. I had been a teacher all my life before
that.

Senator WatsoN. Are you a graduate of some technical college?

Dr. Herryr. I was professor of chemistry in the University of
North Carolina and the University of Georgia.

Senator Warsox. You may proceed, Doctor, with your statement.

Dr. Herry. Mr. Chairman. it has been my privilege in the last
few months to be at Paris in connection with certain matters con-
nected with dyes under the peace treaty. In that time I have been
able to get together certain facts that I think might be useful to the
committee, in view of the questions asked this morning, and T would
like to give you those figures, especinlly in regard to stocks on hand.

I might say in advance of that. however, to explain my connection,
that I ﬁave no financial connection with the dyestuff industry in any
way whatever. I own no stock. I have never accepted any retainer
from the_ industry. Some time ago, when the American mission
negotiating peace in Paris cabled over that the United States should
be represented in connection with dyes under the peace treaty, I was
approached regarding the proposition of going over, as I happened
to be one of the few men in touch with the dye industry who had
no financial connection with it, either from the consumer’s stand-

yoint or from the producer’s standpoint. I did not want to go to
’aris at the time; it was my busiest part of the year.

Senator Warsox. You say you were “approached "—by whom?

Dr. Herry. T was approached by members of the War Trade
Board and by Mr. Garvan, the president of the Chemical Founda-
tion, and I was serving at the time on the advisory committee to the
‘War Trade Board.

The question came up about my going.over. I told them I could
not afford to go over as an officially appointed representative of the
State Department. The per diem is $4 a day under the Government
regulations. I knew something of the cost of living in Paris from
men who had been there. I have no income from chemical sources
outside of my salary as editor. I could not bear the brunt of the
heavy expenses, and therefore T could not go in that capacity. There
was o question at the time whether the War Trade Board had funds
to send me,

Senator Watson. I do not think you need to establish your mo-
tives of patriotism. I do not think that the witnesses who come on
the witness stand need to assert their loyalty, because nobody is
questioning anybody’s motives here at all, because we think every-
body has been actuated by motives of the highest of patriotism.

Dr. Herry. 1 mention these facts because there have been several
things published in the last few days.

Senator Watson. If you will just proceed with your statement,
we will take it for granted that you are an honest man unless the
contrary is proven beyond a reasonable doubt.

Tusg.
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Dr. Herty. I will take a chance on that, Mr, Chairman.

Now, what had happened, Mr. Chairman, was that last summer a
number of those advising the War Trade Board had realized there
was a great shortage of vat dyes in this country. A committee of
the Shirt Manufacturers’ Association came down to Washington and
asked for a hearing regarding the obtaining of those dyes. T heard
a week before from a representative who had sat with the peace
commission of a way by which the French, Belgians, and Italians
had gotten hold of some dyes for starting up their industries, and
tIhimn;ediately said if that were true why could we not do the same

ing

Mr, Garvan ‘was present at the meeting of the War Trade Board
with the rest of us. He assured them we would try to get dyes for
them. He (Y“t the proposition up to me to go and see if we could do
it. He said, “ The Chemical Foundation will see that you go over
and your expenses are paid.” I could not decline that offer from
the man who had done as much for the chemical industry as Mr.
Garvan had done, and I told him I would go, and I went.

Senator Warson. Was Mr. Garvan a chemist?

Dr. Herry. No, sir; he is a lawyer, and he never had any connec-
tion with the industry until he came into this work in connection
with the war.

Senator Nueext. What do you mean, Doctor, when you state that
you could not decline to go—to do what Mr, Garvan asked you—in
view of the fact that he had done so much for the chemical industry ¢

Dr. Herty. I mean a man who had done as much unselfish patri-
otic work to rid this country of the curse of German domination
through its chemical industry and who had given as much time
to try to build up, as best he could, the American chemical industry,
could not put up to me a proposition to try to meet the situation,
although it meant a heavy sacrifice, which I would decline.

Wedtold the shirtmakers we thought we could get these dyes here
in 60 days.

Senatgr WaTtsox. Was the War Trade Board interested in the
question of dyes in any way? :

Dr. Herty. Only that they were granting licenses under the trad-
ing-with-the-enemy act with the aid of a committee of consumers
and producers on which I was put as a sort of neutral man, who
advised them on the question of general policy.

When I left here I was told that the consumers would be organ-
ized in some kind of an association to import the dyes., The matter
was very formative at that time.

When I reached the other side I found that the War Trade Board
had cabled over to the peace mission that I would represent themj;
the peace mission asked me to represent them and tendered me an
office in the peace mission headquarters,

I :\l.sio learned that there was a meeting on in London the day I
arrived,

Senator Watson. You said that you were informed that some sort
of an association would be formed to look after and control imports?

Dr. Herry. An association of the consumers, the men who were
to be given these licenses to import—the textile men. .

Senator Warsox. That an association was to be formed—had it
been formed?
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Dr. Herry. No, sir.

Senator Warson. Has it since been formed?

Dr, Herty. No, sir; it has not.

Senator Watgon. To look after imports?

Dr. Herry. To look after the importing of this particular line of
dyes that I was asked to go over to see if we could arrange for. It
was limited to vat dyes at the time and a six months’ supply, which
the War Trade Board had said that they would allow to be brought
in under the trading-with-the-enemy act, because the American manu-
facturers had said they would not be ready under six months to
supply the market. We were represented that occasion by Mr.
Williams, one of the secretaries of the embassy in London; also by
Mr. Hollis, the consul general. I hurried over to the London meet-
ing and got there a day late. The meeting had been held the day
before, I found when I reached London that the following had
been done: There were large stores of dyes in Germany practically
impounded; that is, they were under the military control of the
British in certain sections of the occupied area and under the con-
trol of the French in the other sections of the occupied area. There
was practically none in the American area, because practically no dye
plants were located in the area where our troops were, There were
certain obligations on the part of Germany under the peace treaty.
These dyes were simp]i‘ lying there.

Meantime Belgium, France, Italy, England, and the United States
needed certain dyes. It was then decided there—no one wanted to
anticipate the treaty—but it was decided to see if a proposition
could not be worked out by which a certain amount of those dyes
could be made available on terms agreeable to the Allies and to the
Germans—a question of agreement, not of compulsion. They de-
cided only a portion of those dyes should be released at that time,
and so there was provided—agreed among the Allies—that France,
Belgium, and Italy, as a group, should take out a portion not exceed-
ing 2,200 tons and also limiting in the make-up of that 2,200 tons the
amount of each color to be taken out to 30 per cent of the 50 per cent
under option, so that no country could go there and take all of any
one fine color and leave a lot of trash for the others to pick up.

The privilege was reserved for the United States to take out an
amount not to exceed 1,500 tons under the same provisions.

Senator WarsoN, What was the aggregate of those dyes?

Dr. Herry. Forty thousand tons.

Senator Warson, Where were they?

Dr. Herry, At different places, Elberfeld, Hoechest and Lud-
wigshafen, etc.

Senator Warson. All in Germany?

Dr. Herry. All in Germany, either in occupied or unoccupied
territory, according to the statements submitted in the German’s in-
ventory of August 15.

The same privilege was reserved for Great Britain as for the
United States, not to exceed 1,500 tons, and under the same condi-
tions as to each particular color.

This was simply a recommendation to the committee on organiza-
tion of the reparation commission; in other words, the assembly in
London had no power to act except to recommend to the reparation
commission,
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Leaving London, I immediately hurried back to Paris. In talk-
ing it over it seemed to us that the proposition in itself was not
suficiently attractive to persuade the Germans to come to Paris for
a conference and to take up the proposition. I could not see that
there was any particular reasons for the Germans to accept it, in
view of the fact that their dyes were listed in marks of current ex-
change and exchange had been dropping very rapidly. So we modi-
fied that motion and agreed to add this to the proposition, that for
every kilo of dyes the Allies took out the Germans were to be allowed
to take out a kilo of that dye for free sale in any way they wanted
to. So the proposition was &)ut to them in that way, and the propo-
sition proved attractive, and they came to Versailles on the 4th of
October. They were there on the 2d of October for the preliminary
confevence, and for the final conference on the 4th,

Senator Nucent, What year, Doctor?

Dr. Herty., This year. Meantime, as soon as I left home—as soon
as we had this meeting with the shirt makers here, the War Trade
Board started a canvas of consumers of vat dyes, and asked them
what vat dyes they would need for the next six months. That can-
vas was completed, the results were compiled and were cabled to
me on the 27th of September. When I got those figures, knowing,
in the light of the London action, what our gercentage of cach dye
was, and having a list of all these stocks which the Germans had
submitted, I saw at once very clearly one thing—in regard to cer-
tain of the dyes which our consumers were needing our percentage
under this London agreement was more than enough to take care of
our consumers needs, in others just about enough, in still others
there was not sufficient. In fact, in a few cases our needs over here
represented more in the case of one or two dyes than the whole
amount listed in the Gernian stock both under o‘ption and belongin
to the Germans. That meant only one thing, that is, that through
the reparation commission, where the proceeds from the sale of these
dyes would go to paying the expense of the war through reparation,
we could obtain only a partial supply for our consumers at home,
in the light of their needs as expressed to the War Trade Board,
and I understand that all the requests from the consumers were
granted by the War Trade Board. .

That brought up the question, “ How can we make up the rest?”
I was asked to go over, not to buy dyes; I was asked to go over and
find out what the situation was, to get the facts, learn what the
machinery by which to get the dyes—but, at any rate to go to it as
fast as I could and get the dyes back here as quickly as I could,
It seemed two ways were open: One was to try to get an increase of
our percentage under this London resolution so that we could draw
out more of the particular dyes which our people wanted here; that
would have to be by agreement with the Allies. I tried that, but
failed because they wanted the same dyes we did, and T made a
pretty eloquent speech, which was translated into French, but it
was unavailing. I could not blame them; they also needed the stuff.
The conference, however, was very pleasant and harmonious,

Then the only thing I saw to do in order to get dyes quickly wag
to go right to the people making these dyes. They were going to
get set free pound for pound. They had the factories that could

153564—20—9
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make it if they did not have the poundage on a proposition to sell
by direct purchase outside of the supplies through the reparation
committee our unfilled needs.

I mi?ht say in that connection that when the Germans came to
Versailles on the 4th of October, we had had preliminary meetings
on various propositions put forth, and so on the 4th of October we
all got together. The Germans insisted we take their lists of August
15 as the basis of final settlement. We tried to get that changed a
little, because it left a period in between that date and the time
when peace might be declared with nothing to take care of it, be-
cause, under the peace treaty, 25 per cent of their production for
the next 5 years 1s under option to the Allies. They had the ad-
vantage; we wanted the goods and we took their lists of August 13
as a basis for finak settlement, and to that it was ultimately agreed.
Since August 15 until peace is proclaimed, or until 60 days after
peace is proclaimed, the Germans have the right to all they manu-
facture with no option on that at all.

Wae got together on that basis. It was agreeable to all. Details
were worked out as to how it was to be handled in an orderly way.
The Germans suggested certain things, and I told Dr. Von Wein-
burg afterwards they brought clarity into the situation likely to pre-
vent misunderstanding. But I was up against a question and I
wanted to get through a definite proposition to the home consumers
of dyes. I arranged, through the linison officer, Maj. Tyler, of the
Army, to have a personal conference with Dr. Von Weinburg when
the meeting was over. We had a very pleasant conference. I began
telling them what I wanted to see him about and he said at once, “1
know what you want to see me about. I know those lists aud I know
what America’s needs are. You can not get enough for all your
American needs out of those lists.” I said, ¢ That is the situation
exactly. I want you to make me a proposition that I can cable home
immediately under which you will sell us our unfilled needs from
the reparation dyes and at a price which can be easily interpreted at
home.” Remember, these lists consisted of some 620 typewritten
pages of the different dyes, in foolscap paper, running, I assume,
40 or 50 to the page. I imagine there were fifty times 600 different
items on these lists, He said, “All right. I will consult my col-
lengues and let you know in a few minutes.”

He went out into the hall, where they were all standing, discussed
the matter 10 or 15 minutes, and then came in and said, “ We will
furnish these dyes at prices which can be interpreted in this way:
On the list of dyes of August 15 our dyes are listed in marks per kilo,
We will sell this extra quantity of dyes by taking the listed price of
those dyes in marks, the figures that represent the marks per kilo,
and in the case of vat dyes divide that figure by 4. The quotient
you will get will be the price in dollars per kilo (a kilo being 2.2

pounds) ; in other words, 1f a dye is listed at 10 marks, dividing that.

by 4 you get $2.50 per kilo. In the case of general colors other than
vat dyes, you divide the price in marks by 5. In other words, it
would be $2 per kilo in the case of a 10-mark dye.”

With a factor of that kind it was easy enough to interpret here
what those dyes would cost us in dollars from the lists of the repara--
tion supply.
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I said, “T have got a rather bad memory, and in order that there
1aay not be any misunderstanding, and since this is a rather impor-
tant matter, I wish ({ou would give me that in writing.” He said,
“T will be glad to do s0.” So it was written right there with his
geveral colleagues standing around him, the terms I have stated to
you about selling the extra quantity at the prices named.

If it is of interest, I have the original document in the room here
and can give it to you,

Senator WarsoN. You got the dyes?

Dr. Herry, Wait a minute. My tale is not quite finished. I think
we have; yes, sir. But here is what bothered me. It did not bother
me then, I went home as happy as a lark. I had a definite propo-
sition by which American consumers would get the supply of dyes
needed from the people wiio got the whole business together and at
prices which I knew, at the low rate of German exchange that when
the two things were put together—the reparation dyes and these other
dyes—would make prices not altogether unreasonable; reasonable,
though they might not be very cheap.

I went home happy as a lark, and worded up my cablegram so
it could be communicated to the consumers, and just as I was about
to send it down to the cable room I received a message from America,
saying that the allocation certificates for those dyes had been given
out with permission to import through any commercial channel
available or desirable.

Mr. Chairman, I knew my work was ended right there, because
that meant those certificates were scattered all over the country.
Thfr?:l was no way of telling how many people wanted so much of
each dye. .

Senator Warson. To ﬁet down to the crux of the thing, you were
to send these dves to whom for distribution in this country?

Dr. Herty. I was not to send these dyes to anybody for distribu-
tion. I had nothing to do with that, Mr. Chairman.

Senator Warson, They were to come here?

Dr. Hrrry. Yes,

Senator Wartson. Who was to get them?

Dr. Herry. When I left here it was supposed that the consumers
would organize themselves into some kind of an association. How-
ever, that was not done.

. Senator Warso~. That is what I want to get at.

Dr. Herry. Later on the War Trade Board Section of the State
Department designated the Textile Alliance (Inc.), the organiza-
tion which all during the war had looked after imports of a great.
many commodities for the Government, in values running up to
billions of dollars, should handle these reparation dyes. I could
;!ot tell how many wanted to get their dyes through the Textile Al-
iance,

Senator Warson. That is to say, there was a conflict between what
the War Trade Board was trying to do and the State Department?

Dr. Herry. No; I spoke of the War Trade Board Section of the
tS.tate Department. When I was working on my part of the proposi-

ion——

Senator Watsox (interposing). What they promised to do, in
other words?
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Dr. Herry, I stated to them in advance that I would not go to
Paris if it was to be a split-up proposition.

. Senator Warson, Had the War Trade Board changed its mind
in the menntime, or had some other power intervened

Dr. Herty. That I do not know. But representatives of the War
Trade Board were present when I stated my })lan. I did not care to
go to Paris under conditions that would result in a split-up proposi-
tion, because I was not in position to go ahead and compete with
agents of the German dye concerns. We did not know what the
reparation dyes were going to cost and we did not know how many
there were of them or how much of each dye.

Senator Warson. I got the impression that there may have been
some sort of a conflict as to who should receive these dyes when they
arrived here,

Dr, Herty. I was not interested in. who should receive them, only
that they should come in as a block proposition. The people said
they wanted the dyes quickly. I expected to submit to the repara-
tion committee the list of our needs and the positions available. The
unfilled needs could be supplied from the cartel offer which had been
given by Dr. Von Weinberg to finish the order out, and I even went
so far as to arrange with the director of the Holland-America Line
that when the dyes got to Rotterdam they would be quickly put on
ship and brought over.

enator WatsoN. They have not come yet?

Dr. Herry., They have not come yet.

Senator WarsoN. Are they coming?

Dr. Herry. I think they are coming through the channel of the
Textile Alliance,

That brings up a little further story. TFeeling that the whole piece
of work I was trying to build up was knocked down, I made up my
mind to come home at once. The War Trade Board urged me to stay
and represent them at these different conferences. I stayed awhile
longer, and finally left and came back home, still feeling there was
nothing to 1 accomplished along that line, But when I reached
here and found that the consumers had voluntarily assigned their
certificates to the Textile Alliance, I knew that the proposition was
easy again. A meeting was held in which I gave an account of what
I had done. They had the reports of what was here, and that very
night a cable went to Germany to have the dyes forwarded.

enator WaTson. What is the quantity of those dyes? ’

Dr. Herty. At the time they cabled me on the 29th of September,
it amounted to 488 and a fraction tons. That amount has been in-
creased later by some more applications which came in. :

Ser};ator Warson. And the Textile Alliance here is to allocate
them .

Dr. Herry. To allocate them in this sense, to see that each con-
sumer gets his share of the benefit of the cheap dyes coming through
the reparation commission; that there is no discrimination and no
favors shown in that regard.

Senator WarsoN. But none of those dyes were permitted to come
through any of the importing houses that had theretofore been im-
portinﬁdyes? . .

Dr. Herty. Oh, ves. As I understand it—a great deal of this took
place while I was away and I was perfectly in the dark about part

-
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of the situation, but I have learned since I came back that a great
many of those were given over directly to German importing agen-
cies in this country and later were canceled by them and turned
over to the Textile Alliance,

M{;. Merz, I had a number of those permits; I suppose the larger
number.,

Dr. Herry. And you turned all of those in?

Mr, Merz, Yes.

Dr. Herry, As I explained to the shirt makers n few days ago
when I met with them, Mr. Chairman, if we could have stayed
together in a block at the start those dyes should have been in this
country by now,

Senator WaTsox. What do you know about the stock of dyes in
Germm?? .

Dr. Herry. I can give you some specific figures on that. I looked
them up last night. First of all, the total amount listed by the Ger-
mans as of August 15 is about 40,000 tons, of which half is under
option. )

Senator WarsoN. And what is the consumption in the United States
in a yenr?

Dr., Herty. Why, according to the Norton census, I think it was
about 29,000 tons.

My, Merz, About 3,000 tons »n month, when we first started im-
portin[.xr_i _

Dr. Herry, Now, Mr. Chairman, one reason I happen to have these
figures is, when I was in Paris there appeared one day an article in
the newspapers, an article from Berlin, an interview with M. Irvin
A. Keene, of London, stating that there was nothing to be feare
from German dumping; that there were very little available stocks
over there. I have that clipping here somewhere, if T can find it,
but the report was so remarkable and stirring that it quite naturally
attracted my attention

Senator gmms (interposing). Dr. Herty, I take it that you have
only just begun your statement and that it will be quite a long one?

r. Herty, Senator, I can make it as short as you may wish.

Senator Curtis. No; we have no desire to ask you to shorten your
statement.

Senator WarsoN. Oh, no; it is very interesting and we would like
to hear you. Can you be back to-morrow morning?

Dr. Herry. Oh, yes; Mr. Chairman, I will be very glad to con-
form to the wishes of the committee.

Senator Warsox. Then the committee will stand adjourned until
to-morrow morning at 10 o’clock.

(And, at 4.50 o’clock p. m., the committee adjourned until to-
morrow, Wednesday morning, December 10, 1919, at 10 o’clock.)
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WEDNESDAY, DECEMBER 10, 1910,

UNiTED STATES SENATE,
SuscodiTTEE OF THE CoMMITTEE ON FINANCE,
Weashington, D, C.

The subcommittee met at 10 o’clock a. m., pursuant to adjourn-
ment on yesterday, Senator Charles Curtis presiding. Also present,
Senators Nugent and Sutherland.

Senator Cermis. The committee will come to order.

Mr. Cuoate. Senator, would you call witnesses who have been stay-
ing here for some time and pui them on first?

%enntor Cortis, Did they testify before the House?

Mr. CHoaTE. Noj one of them did, and one of them did not.

Senator Curris. Now, so far as I am concerned, I don’t think we
should hear witnesses who testified before the House Ways and
Means Committee. I am perfectly willing to hear them if they will
leave out what was said before the House committee.

Mr. CuoaTe. May we hear first a witness who was not head in the
House committee?

Senator Curris. We will be glad to,

er. ?CHOATE. Will the committee then call Mr, Henry B. Rust,

please

STATEMENT OF MR. HENRY B. RUST, PRESIDENT OF THE KOPPERS
C0., UNION ARCADE, PITTSBURGH, PA.

Senator Curtis. Give your name, address, and business.

Mr. Rusrt., Hem?' B. Rust, Union Arcade, Pittsburgh, Pa.; I am
president of the I %ppers Co.

Senator Curtis. Go ahead, and in your own way, make any state-
ment ycu desire about this bill,

Mr. Rust. Our interest in this bill is as builders of by-product
coke ovens, I am also at the same time president of two companies
who own and operate by-product coke plants.

Most of our raw materials for the manufacture of dyes come from
the'by-products of coke manufacture. And wo are very much inter-
ested in seeing the market of this country developed as much as pos-
sible to use the by-products from coke manufacture, in order to
stimulate the building of by-product coke ovens and the production
of b{-product coke as against beehive coke.

I have prepared some figures here which will give you briefly some
of the facts about the coal situation in the United States. A number
of years prior to the war Germany discontinued the manufacture of

133



136 ' DYESTUFFS,

beehive coke and has since manufactured nothing but by-product
coke, saving the by-products. In this country to-day over half of
our coke is still being manufactured in beehive ovens,

Senator Nueent. Explain the difference between beehive coke and
other coke.

Mr. Rust. The difference is this: In coking coals approximately
30 per cent of the coal is driven off into the air, and in the manufac-
ture of beehive coke this is wasted. In the by-product ovens you save
that 80 per cent. At the present time we are wasting annually
about $100,000,000 of our natural resources in the manufacture of
beehive coke. That $100,000,000 of products would be saved if all
of our coke were made in by-product ovens.

The high explosives, such as T. N. T., are made from the products
of these same by-product coke ovens—that is, from the by-products
of coke-making. During the war the Government was so impressed
with the shortage of these products that the Government stimulated
the build’m< of some 1,500 coke ovens.

Senator NueenT. By-product?

Mz, Rust. By-product coke ovens, because we had not enough of
those by-products to supply our needs for high explosives, The
fignres are appalling. Every time we burn a ton of raw bituminous
conl we waste approximately 30 per cent of it, The total waste in
the burning of raw bituminous coals in the United States (putting
it lower than the present market prices of these by-products) is, ac-
cording to these figures which I have prepared, about $930,000,000
a year.

It has been claimed that in time we will stop burning raw bitu-
minous coal; that we will make that coal into coke, save the by-prod-
ucts, and burn the coke. As the supply of anthracite coal falls off,
the only fuel we have at the present time to replace it is coke. This
takes the place of anthradite, and is a clean and economical fuel.
That, of course, will stimulate the making of coke.

It is highly important that everything should be done that can
be done to conserve our natural resources of conl; we have been
wastefully extravagant in the use of coal in this country.

Senator NueexT, As well as in the mining ?

Mr. Rust. As well as in the mining. For instance, valuable coal
lands sold in western Pennsylvania 20 Yem‘s ago for very low prices.
We thought we had all the coal the world would need for generations.
To-day manufacturers and owners of steel works in western Penn-
sylvania are going into West Virginia to buy coal properties to take
care of their future needs.

We realize there is such a thing as using up in time all of our
coal. We can not afford to waste it. That is fundamentally our in-
terest in this thing, We want to stimulate the building of by-product
coke ovens and conserve it as much as possible,

We have another interest also. Our business brings us in close
touch with the chemical industry generally. We were impressed at
the outbreak of the war with the fact that the chemical industries
in this country generally were very much behind what they should
have been; that there was a shortage of chemists, and we feel
that the business of dye manufacture is very vital to the neces-
sary development of the proper chemical industry in this country,
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These industries are all tied together, We feel we must build up a
strong organization of chemists in this country. But our main inter-
est—I1f you want to call it our selfish interests—is in the saving of
coal by the buildin{g of b{;-product coke ovens,

I have prepaved a table here, dividing this whole thing up by
States, showing what cach State is doing in the way of wasting its
natural vesources. Alabama, for instance, in burning raw coal, wastes
about $32,000,000 a year.

Senator NuaexnTt. I suggest that that table be put in the record.

Senator Curtis, Yes; when you get through commenting on it,
will ﬁo?u file it with the reporter so it may be made a part of the
recor .

Mr. Rusr. Yes, sir. I have prepared this one table, and I have
prepared ahother table—and these figures are very conservative, all
of them-—which shows what you get out of a ton of coal in a by-
product coke oven; and what'you save. I have another one showin
the actual loss on a very conservative basis from the manufacture o
beehive coke now, which shows here about $75,000,000, but in fact
it is over $100,000,000 a year we are wasting.

Take a State that hasn’t much coal; Utah hasn’t much coal; it is
not rich in coal,

Senator NuceNT, What?

My, Rust, The State of Utah is not especially rich in conl deposits,

Senator NucenT., It has a large acreage of coal lands, still in Gov-
ernment ownership.

Myr. Rust. That is where I am mistaken, then. Utah is wasting
$10,000,000 annually in the burning of raw coal. The manufacture
of echive colke in that State results in the waste of about $1,750,000.

The situation has become this way in the building of by-product
coke ovens: All costs have gone up very higli, and people do not want

" to put their money into anything so expensive, unless they feel that

there is a reasonably good market for their by-products,  We want
to do all we can to stimulate that market, and by keeping the dye
industry in this country and de\'elolping a large dye industry in this
country that will help very materiall in this divection.

Senator NuGeNT. A greater degree of develogment in the dye in-
dustry means, then, a greater demand for the by-products that you
are talking about?

Mr, Rusr. Yes, siv.  This by-producet coke industry has another
bearing, namely, with relation to the gas situation in the large cities.
We are furnishing, from a plant that we own most of the gas used
in northern New Jersey., We can furnish that gas to the gas com-

any much cheaper from by-product coke ovens than they can get
it from any other source. We save about 6,000 feet of gas per ton
of coal carbonized that in the beehive oven is wasted in the air.
When a by-product market is developed in New York city and else-
where we can take the coal from the Connellsville district, haul it to
Jersey City and make it into coke, whereus, if that is made into coke
at Connellsville all the gas and by-products are wasted in the air.

Senator Curris. Will you file those tables?

Mr. Rust, Yes, sir.

Senator Curris. Are they sufficiently indexed or are there sufficient
notes so that we can tell what they mean?



188

DYESTUFFS.

Mr. Rusr. Yes, sirs I think it is all perfectly plain.
Senator Curmis, That is all.
The tables referred to were afterwards furnished by Mr. Rust
and are here printed in full as follows:)

Production of coal and coke in the United States in 1918, in net tons,

Bituminous coal, Coke,
State. Used for | Used f Total
Total sed for | Used for | Tota ; By- .

produced. bggk ive by “prody ugg«li‘ e’?r Bechive. pro(ﬁ'xct. Total,
ﬁlllbﬁmﬁ seseseancseness 21,2325‘?,000 2,950,102 | 3,877,634 | 6,827,826 ; 1,717,721 | 2,634,451 | 4,852,172
Calitormuand Tdahons el T0)  Lanerereelre e

C0l0Tad0. vveevsenssoness] 12,485,000 | 1,216,154 ! )

Qeorgia,. 101, 38,280 |.orenoencen 38,280 22,048 |....... , 048
Tilinois. . 3, l99,620- 3, 199, 620 2,285 610" 2,285,6!0
Indiana 5,318,900 | 5,318,900 3,898,215 | 3,808,215
7, . rvienslorensnnnsas I RPN
29,690 533,340 .113 1,256,459 517,749 818,785
4,759,0@ cevessannee 9654 696,576 {eeveesreess| 474,368 47 368
T 16, 76, seessesenes ,397 556,397
y 'i;ééé;"lifi' R s TR0
, 000 eele

Wa.shlnrwn.............
Westv rginia... .

¥| Ing.....
Other States......

1,000

181,478
34,069, 026"

sesesissnee

‘17 175,en

»
sessrn

1,516,560"

sessstssse

'éiéii,'ééé'

vacsrsegsan

eesasle

1,047,675 | 697,072

181,478 | 944,813

884 22

1,516,580 |uvveeanenns

S L T A

sesssesase ...iéé'.ééa. i

ssssne

id8
1,060,587
S

ssee

[ ]

essenssae

ssz,us
597,072
1,060,587

' 344,813

essasssoee

981726, 723,645

sesssnacasn

Total.ecevecansons

,000 , 166,167 02,637 | " "124,469°] " '427,106
10,100,000 | 3,012, 420°). .. oo 1,234,238°).0000 00, 24,256
1036, 154,460 | ""47,410 93,859 X 123,788
4,516,108 '684 | 5,360,792 | 2,716,613 | 603,303 | 3,320,006

¥122,000 | 063,851 (03,436,015 [i3,301,048") V555, 302'|32, 523,684 '9, 064, 104
883,000 [48, 166,710 [36,867, 721 (85,034,440 iso,4so.eoa 25,007,580 [:6,478, 185

1 Inctluded in #Other States.”

ima|
3«Other States” includes Alaska, California, Idsho, Oregon and South Dakota.
4¢Other States’ fncludes Ohio ax

¢4 Other States” includes Colomdo, mchlgan, Missouri and Wisconsin,

NOTE.—Above statistics are compiled from publications of the U, 8, Geological Survey.




Table showing ralue of by-products wasted by burning coking coal.
{Figures based on estimates for 1918.]

Amount and value of by-products wasted. ‘
Tonsused | , 1005 of Total
Tons Tonsof | for by- eo'l;xgg_hecgal Gas. Tar. Ammonium sulphate. Benzols. value of
State. produced. | ©oking | product | crippoug ul;’é' -
| coal. |cokeand |y hraduet product
80S- | “recovery. | Million Milli i wasted.
. . on Million Million
%:E;c Value. gallons. Value. pounds. Value. gallons. Value.
)
21,280,000 | 21,280,000 | 4,000,000 | 17,280,000 95,040 | $9,504,000 | 138.240 | $5,529,600 414,720 (812,441,600 51.840 | 85,184,000 $32,659,200
2,228,000 | 2,228,000 |........... 2,228,000 12,254 | 1,225,400 17.824 712,960 53.472 | 1,604,160 868,400 | 4,210,920
12,485,000 | 7,500,000 850,000 | 6,650,000 33,250 | 3,325,000 350 | 1,862,000 4,389,000 19.950 | 1,995,000 | 11,571,000
101,000 101,000 |{........... 101,000 505 50,500 .606 24,210 1.616 48,480 25,300 148,520
91,263,000 | 78,750,000 350,000 | 78,400,000 ,000 | 39,200,000 | 548.800 | 21,952,000 | 2, 400 | 61,152,000 4, 27,440,000 '149,744,000
27,325,000 | 23,200,000 350,000 | 22,850,000 | 114,250 | 11,425,000 | 159.930 | 6,398,000 594.100 | 17,823,060 79.975 | 7,997,500 | 43,643,500
8,240,000 } 4,120,000 4,120,000 20,600 | 2,060,000 840 1,153,600 .120 |- 3,213,600 14.420 | 1,442,000 | 7,869,200
7,292,000 | 5,600, 5,600,000 28,000 | 2,800,000 39.200 | 1,568,000 145.600 | 4,368,000 19.600 | 1,960,000 ' 10,696,000
29,680,000 | 24,000, 16,000,000 88,000 | 8,800,000 | 160.000 | 6,400,000 416.000 | 12,480,000 64.000 | 0,400,000 | 34,080,000
4,759,000 | 4,759, 4055,000 | 20,205 2,020,500 | 24.3% | 9r160| 7T.0%2| 21918001 10.148 ] 1,014,800 | 6,210,320
1,385,000 | 1,385, 1,385,000 6,925 692,500 9.685 387,800 35.010 | 1,080,300 4.848 484,800 | 2,645,400
5,605,000 | 3,360, 3,360,000 16,800 { 1,680,000 23.520 940, 800 §7.350 | 2,620,800 11.760 | 1,176,000 | 6,417,600
, 276,000 500,000 1, 500,000 7,500 750,000 10.500 420,000 39.000 { 1,170,000 5.250 525,000 | 2,865,000
4,241,000 | 4,241, 4210000 | 20205 | 2,120,500 | 25.446| 1,017,810 | 76.338| 220,140 | 10.603| 1,060,300 | 6,488,780
813,000

5000 |- .......|. AR IR IR vessemesealiccoacmnzons tensesossealesersanenzselenssacazzelossosszasnne eavenanens
46,464,000 | 37,000, 37,000,000 | 185,000 | 18,500,000 | 206.000 | 11,840,000 814.000 | 24,420,000 | 111.000 | 11,100,000 | 65,860,000
4,785, 4,785, X 4,770,000 23, 385, 620 | 1,144,800 .860 | 2,575,800 11.925{ 1,192, 7,298,100
183,712,000 20,000,000 1163,712,000 ; 900,416 | 90,041,600 1,473.408 ,936,320 | 4 , 784,000 , 299, 329,061, 120
6,916, 6,915,000 250, 6,666,000 36, 'y . 328 , 129 159.984 | 4,799,520 19.998 | 1,999,800 | 12,598,740
, 000,000 50,000 44.550 | 1,782,000 123.750 | 3,712,500 17.325 | 1,732,500 | 9,999,000
10, 100,000 100,000 60. 2,400,000 160.000 | 4,800,000 25. 2,500,000 | 14,700,000
, 200,000 200,000 21.000 78.000 | 2,340, 10.500 | 1,050,000 , 730,000
1,350,000 | 9,250,000 656,800 | 26,272,000 | 1,970.400 | 59,112,000 | 257350 | 28,735,000 159,274,000
360,000 | 3,360, 23.520 X . 2,620,800 | 11.760 | 1,176,000 | 6,417,600
evneenanan rereeanaaen reeeannnn|eenemarannn R P P .
527,447,000 47,475,000 485,352,000 2,563,023 |256,302,300 3,890.751 |155, 630,040 iu,son.zsz 354,037, 560 |1, 641. 581 [164,158,100 isso,xss,ouo

‘SAINLSIAA

661
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UTAH COKE STATISTICS.

Coal.—Total bituminous coal mined in Utah in 1918 was 5,683,000 net tons,
The best coal is that mined in Carbon County. In 1010, 3,182,244 tons were
mined In this county, or 89.2 per cent of the total mined in the State. On the
same basls in 1018 the estimated production in Carbon County would be
4,937,220 net tons.

Coke—\We can assumie that all of the Carbon County coal can be coked.
In 1016, 736,853 tons were coked in beehive ovens, There are no by-product
ovens in the State. Probably 800,000 tons would be a conservative estimate for
conl coked in beehive ovens in 1918,

The products wasted by coking—800,000 tons of Carbon County conl in bee-
hive ovens are as follows:

Product. Amount wasted. Normal prico per unit, | “‘;':{25

i e

[ 61T NI ...| 10 cents per 1,000 cuble feet.!  $448,000
7, 200,000 .| 4 cents per ga(lnn... A 288,000

2,800,000 gall .1 10 cents per gatton,, 280,000

20,000,000 pounds. .| 3cents per pound. . 600,000

42,000 t0DS.saueevecransnonns Sperton....ceeenineens o 168,000

................. creeereee e 1,781,000

The products wasted by burning 4,183,270 tons of Carbon County conl, which
excludes the coking of 800,000 tons, are as follows:

Product. Amount wasted, Normal price. “.“;‘s’tlgg i
(¢ 1:1. NN tevredsensnsnes 23,168,432,000 cuble fect...... lorco?ts per thousand cubic | $2,316,813
eet.
Taleeureriiiieacnscesnseeeness.| 37,234,080 gallons....... .....| 4 cents per gallon............ 1,489,399
LAght ofl.. 1| 14,480,270 gallons. .. ‘| 10 conts per gallon.. WA
. ..] 103,430,500 pounds... .| 3cents per pound.. 3,102,015
B s viieeseesesvencesesscasenacess| 8,357,184

Yiclds of coke and by-products in Koppers ovens.

From a typical conl mixture of 85 per cent Pittsburgh high volntilé conl and
15 per cent Pocahontas low volatile coal:

Metallurglcal coke 69 per cent of coal.
Domestic coke. —— 2 per cent of coal,

Breeze 4 per cent of coal.

Surplus gas 6,600 cubic feet per net ton,
Gas for heating ovens 4,400 cuble feet per net ton.
Tar- - 9 gallons per net ton.
Ammonium sulphate 26 pounds per net ton.

Pure benzol 2,08 gallons per net ton,
Pure toluol 0,56 gallon per net tomn,
Pure xylol 0.82 gallon per net ton.
Crude solvent... 0.40 gallon rer net ton,

Part of all of the metallurgical coke may be screened and crushed to
furnish additional domestlc coke. If producer gas is used for heating the
ovo;ts, there will be a surplus of 11,000 cubic feet coke oven gus per net ton
coal.
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OENERAT, STATISTICS.
‘TABLE 1.—By-product and beehive coke manufacture in the United States

141

since 1910.
By-produet coke. Beehivo coke,
‘Total coke
Year.
Quantity | Pereontage] Quantity Poreenmxc (net tons).
(nettons). | tototal. | (nettons). | tototal,
7, 133,734 171 H 670,0.6 82.9 41 708,8]0
22,1 2%, 044 e 35,551 489
ll llﬁ,lM 25.3 3?.8&‘1,435 7.7 43 9&'3,599
1714, 700 205 3,684, % 25| 46,299,530
11,210,413 32,5 23,335,971 66.2 34 555,914
14,072,895 33.8 7,508,255 68.2 4I,.’x 150
2,06, () 35.0 | 35,464, 85.0)
22,439,280 40.4 33,167,548 59.6 5,6(\6, 828
, 997, 530 46.0 | 30,480, 54.0 | 56,478,185

TasLe II.—Statistics for by-product and beehive coke manufacture in

Pennsylvania.,
Bechive ovens, By-product ovens. '
Year. Coke Cok
0 "oko

Coalused. | produced. | CoAlused. | Lroguced.
33,972,018 , 530, 4,301,726 3,002,205
41,200,734 | 27,150,438 | 5,050,352 1,120,257
38, 23,816, 420 5,716,221 4,095,605
31,059,026 ) 136, 664 6,514,568 4,180,081

Tasry I1L—Primary products wasted when 24,000,000 tons of coke are made in

beehive ovens.,

Product,

Amount wasted.

Value

Normal price per unit. wasted.

(2210 P verens 216,000,000,000 cuble feet.....

'l'a 288,000,000 gallons.
Light of}esesse. 108, 000,000 gallons.
Ammonium sul pl 762,000,000 pounds.
CokCeaere 1.800 000 tons......

lotchl:ts per thousand cubic | $21,600,000

11,520,000
21, 760,000

1200,

74,830,000

Nore: If normal conditions prevail during the years 1920 and 1921, it is
estimated that the figures in Table I1T will conservatively represent the values
of by-products wasted each year,

Distribution of Pennsylvanin, West Virginda, and Kentucky coals used for
by-product coking in other States.

Pennsyl-
vanla,

West
Virginia, | Kentucky.

Total..ccccveeeens N ceerenas teereaen cesesnesanes

st

St GO bt
Ext ety

1,000,000 | 1,000,000
1,600,000

§)Z2s8sasss |
§| 832338838

»
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Senator Curtis. Call your next witness.

Mr. Cnoate. Will you call Mr. Waters, who made a short, written
stutﬁm?ent before the Ways and Means Committee but did not testify
orally

STATEMENT OF DANIEL F. WATERS, OWNER AND PROPRIETOR
GERMANTOWN DYE WORKS, PHILADELPHIA, PA.; PRESIDENT
OF THE MASTERS’ DYE ASSOCIATION, PHILADELPHIA, PA.

q Senator Curris. You may state your full name, business, and resi-
ence,

Mr. Waters, My name is Daniel F. Waters; owner and proprietor
of the Germantown Dye Works, Philadelphia, Pa.; president of the
Masters’ Dye Association, Philadelphia.

Senator Curris, Just state in your own way anything you desire
about this measure.

Mr. Warers, Mr. Chairman, I am a dyer of textile fabrics. My
shop takes in practically all the lines of the textile industry, barring
the silk. We have been in the business for 40 years. I have gone
all through the old schools of vegetable dyeing before we had an
conl-tar products worth sPeuking of ; and we were obliged to use all
the different woods, such as logwood, camwood, or barwood, or
cutches, and so forth., And then we stepped into the process of
dyeing with the coal products, such as coal-tar products, the basic
products. In order to use the hasie dyestuffs on our products it was
necessary to treat them with tannin, such as sumae. Irom that stage
we stepped into the direct azote or benzol colors.

These colors were very inferior when they were brought out, but by
the Germans’ efficiency in chemistry they were developed until they
were of a substantial nature, standing the light to a certain extent, or
to a degree. This lasted for a period of ten years, and we stepped
then into another series of dyestuffs, such as the sulphur colors, which
were an improvement over the azote and benzoate; and then we lead
up to the present time, when there is so much of vat colors. Just
before the war the vat colors were beginning to find a ready market
in the United States. Acknowledging that we did not know much
about them, I also wish to state that they were very difficult to handle;.
they were not dyed levelly; it was hard to make combinations, What
I mean by that is that if you combined a yellow, red, and a blue to
make a different shade they simply would not comi)ine, and as a
result you had all the different colors of the rainbow in one picce.
In other words, I might state that they were only good for such
goods as were made in narrow stripes, viz, shirts, where it would not
show if it were streaked. In order to make a piece of cloth like
chambray, I am safe to say it has not been done yet with vat colors.

Now, we were just about making some experiments relative to:

introducing those colors into the goods. I will be very honest and -

frank in my statements, so far as that is concerned, in saying that I
had not introduced them up to that time. I had made samples and
experimented with them, and was ready when the time came to be:
in a position with all my competitors to handle vat colors. But,
as it happened, my trade does not require it. My business is dyeing-
for the upholstery trade, hosiery, knit goods, such as sweaters,
underwear, carpets, rugs, men’s wear, and ladies’ dress goods. The:
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upholstery men were beginning to take hold of the vat colors in
order that they could guarantee those colors what they termed fast
sunlight colors. 'They could use them because they were worked on
a Jacquard loom, and tho colors were so mixed up it made very
little difference whether they were level or not. at I mean by
that is: This piece of cloth [indicating the cloth covering on the
committee table] is perfectly level, no streaks in it. They could not
ke used, unless it was carded up so it would break up the shades
in the goods. So much for that,

Now, the sulphur color is just as good for washing, without put-
ting in the wash chloride of lime. I would just as soon have a shirt
dyed with sulphur blue, or sulphur brown, or sulphur green, or
sulphur black, and have it laundered at home, where 1t would not be
treated with chloride of lime, and the color would last as long as
the shirt would last, but it will not stand chloride of lime, with which
it is treated in a public laundry.

Previous to the war, as you gentlemen know, we were depending
entirely upon Germany for our source of quply of dyestuffs. When
the war broke out there was a great hullabaloo as to what was
going to be the final result of the textile industry in the United
States, owing to the shortage of dyestuffs. I fussed about with some
other gentlemen who are present to-day seeing what could be done
in the way of getting dyestuffs from the other side. I bought all
the dyestuffs I could get my hands on, and that was ciuite a lot,
and then we set about to see 1f there were any way possible whereby
there were any goods in Holland or any other place that we could
have shipped ‘into the United States, I remember going into one
of the large importer’s offices, representing a large manufacturing
concern on the other side, about some dyestuffs, and I must confess
that we got into a little fuss over the affair. He practically laughed
at us Yankees, as they called us, and he seemed to be very cheerful
over the supposed inability of the American people to ever make dye-
stuffs. He painted a very beautiful picture of millions of unem-
gloyed men and women walking about the streets of the United

tates, due to the textile industries being closed up for the want of
dyestuffs, I said to him, “If the war lasts five years you will have a
diflerent story to tell. We will be making dyestuffs in the United
States in five ls;em's, so that if the men in Germany along the Rhine
are blown up by our bombshells, you will never know that dyestv.fs
were ever made other than in the United States.”

Gentlemen, that is my opinion to-day. If the dyestuff industry
in Germany were demolished we would not he here to-day asking you
to protect the industry that has been developed in the United States
up to the present time. The majority of the American people would
never know that dyestufts ever came from any other place but the
United States. To-day I am not using 1 ounce of German dyestuffs
t]mft}' )} (l;ncw of in my plant, and I am turning out 30,000 pounds of
stuff a day.

Vat col)fy)rs I do not use, as I said before. There is a certain place
for vat colors and that is the only place for them. Now, there has
been a great deal of talk about the terrible cost of producing dye

oods in the United States. To-day we are making in the United
States sufficient dyestuffs to take care of all our needs in the textile
line, barring the vat colors, and those I am informed will be on the
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market in a very short time, say two or three months. The product
has been made and has been sent out, and is in a state of experiment,
and in this experiment it is being tested out as to its quality com-
pared to the vat colors of German make, and I have every reason
to believe that it will prove equally as good, because everything we
have made in this country up to the present time is equally as good
as any German dyestuff that we made of its t{;pe.

Germany did not make all good dyestuff, by any means, and they
went through a lot of experimenting, and I say this without fear of
contradiction that in the last five years our American enterprises
have done more than Germany did in the first 40 years’ time.
Barring the vat colors we are in as good a position as we were 10
years ago with our whole dyestuffs.

Now there has been a great deal of advertising going on. There
has been a certain progaganda pretty well distributed throughout the
United States as to the superiority of the Germany dye.

Here is a suit of clothes that I have on. That cloth was dyed by
American dyes and I will put that suit of clothes against any Ger-
mm}swéonavy blue that you put into cloth. That suit of clothes cost
me $60,

Senator Nucent. Where did you buy it for $60?

Mr. Warers, I shall tell you. I bought the cloth and I had it
made, and do you know how much dyestuff here is on that? There
has been a great hullabaloo about the hiﬁh cost of dyestuffs, and a
great deal of talk of importations of goods being dyed on the other
side, and knocking our textile industry into a “cocked hat,” as the
fellow says, hence it might interest you, Mr. Senator, if you were to
know the exact amount of dyestuffs that there is on this suit. The
development of the dyestuffs is such I will tell you what there is:
There is 82 cents worth of dyestuffs on that suit of clothes. That is
the actual expense of the dyestuffs on it.

Senator NueenT. And about $6 worth of wool in it?

Mr. WartErs. I do not know about that sir; there is 32 cents worth
of dye on it. Now then: Three and one-half yards of cloth I think
it takes to make a suit, and it is 32 cents for dyestuffs, Now we
have heard a great deal about the terrible cost of hosiery. We are
dyeing to-day sulphur black, with an American made dye. We are
using an American made sulphur black, and I get it from concerns
all equally good. If I could purchase German sulphur black to-
morrow, at the same price that I am getting it from Americans, I
would not use it, because I am getting a better black than I ever got
from Germany. The American black is less {rouble, it goes farther,
it holds its shade, it does not turn brown, and I can produce more
from it than I ever could from the German sulphur black, and, more-
over, I never knew with a German dye when it would be necessary
the next morning to dye over again,

It might also be interesting to you to know the amount of dye-
stuff that is used on a dozen pair. of stockings. The amount of
dyestuffs on a dozen pair of first class stockings is one and three-
fourths cents,

" Senator Nueent., You are not giving away any trade secrets?

Mr. Waters, I am only layinlg my cards on the table face up.

I do not say, Mr. Senator, that that is the cost of producing it, but
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that is:the cost’of the' dyestuffs thet is on the goods.: Ouw gient ex
pehse’ -W‘(Liifv i not-ih the ‘dyej bt it is 1n3thé Jabow, -¢obly find: ?3
that soit of thing. 'That' is What'taiges the price} it i not -the dy
stuffs; - We'ire paying to-day ‘for labor in’ thé'dfe works 70 céntd
an ‘héur, ivheie’ before: the:war: wéspaid 25~ cents -an -hour,-and’ céal
and -everythihg: ¢lsé-is-ih -proporvtion.  That ‘is’ what has raised ‘the
rice of this suit, and of everything-else;: It ‘ia’ not* the-dyestufs;
IS)v)'-you can kee how insignifioant is the aimadurlt of dyestufis’ tm‘g is
required: for-a piece of goods, but ¥oii cuh'r‘n‘l_lltiﬂly thidt ﬁfy dbout
10:timles; for:the amount-of ‘the product thai they:abe 'tnrmhgfdi;‘g
because:in addition to the'd2 cents for the dyestuffs-in o suit & Meifs
clotliing, ‘we haveran: investmént in: that ofy ‘ve twill shy, 50 ov 8
conts! oni the pourid: of stuff, where We' ard handling gbods for 'prob-
ably $4 a. pound. * Our’interest in: thi{t repregents about not ovei-20
cénts at the most including labor and' on goods valuéd at-abont from
$7-to $10 ‘2" yard, I imagine, so thot -the idea that people have in
their heads about-the expensive cost of dye maférial is not $0, in'so
far as the dye itself ik concerned. -, -~ " o ot LT el
- I do riot wishi to take up your valuable time. ' T fee} that you uns
deristand this proposition just as’ well as I do. ' I 'feel that you ava
convineced' that it ‘is absolutely-netessary” for the establishnient of
an independent chemicdl ¢onl-tar industry in the United States.
Sénater Nuaent; Do you think if-the-licensing plan iwas followed
for two years it would be sufficierit to protect this ihdustry?- = -
My, Waters,: T rather think:it would nét be long enough, but it
would Be“a very great advantage, sir.’ 1 ‘am not a n}anuf_acthrer of
dyestuffs; but T do feel that in-five years’ time with the licensing fen-
ture attached to this proposition that we will be then in a position
where it will make very little differenice as to what happens on the
other sidé so far as dyestuffs.are concerned. - I d6 not feel that Ger-
many can furnish dyestuffs anything like as cheap as she did. The;
have to pay higher wages, ‘They dlso have tfouble - getting conl;
and that, in conndetion with the licensing system, I think will prolong
it ‘for years than it otherwise would: be.-:They are: not- going tg
get back as rapidly.as some of us think they will, - While-it is pointed
out that their personnel is intact over there, their plants ready snd
operating, that T do not know. But if:you ehn gee your wiy‘élenk’to
sanction a licensing of this dyestuffs propositioh it-will 4dd & -gréat

- deal to s in the United States in'the.way of getting into dn-if€le-

pendertt position here to compete with: Germany in the futuke:! .-
Now, the licensing feature, as I understand it,-is not .gh -embargo;

T would say; to uise the term “embargoe,” that tvould:be Mmote drastic
than' the licensing feature and:to be honest,:gentlémen; I havé no cori:
scientious scruples as to what should happen to Germany ‘with: hep
dyestuffs. I do not care a hill of beans whether Gefmany evidr séids
us.any'more. dyestuffs,: I'had'three:boys in th¥ Aimy, and T do-fiot
want them in _another war. I thank God they are at home:and it
ﬁood: shape. - T.doinot: think they ars very-fond:of digging’ inté a
eg of dyestuffs marked “ Made in Germany.” T have 15 other:iheri
in my employ :who. were in-the:Army, two: of them:rettirned: home
with only one leg. I do not think they will be verv fond of diging
into h keg of dyestuffs narked: “ Mide in:Germany.” Phere Hight'be
a bomb in the bottom of the keg. They have.tdond other.kind:of
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things equally as bad. For God’s sake, don’t let us worry ourselves
nbout what is going to happen to Germany in the dyestuff industry.
Let us make it in the United States. We-owe it to our constituents
to make it here. And it isn’t now that we should be talking about it;
this thing should have been 20 years ago, and not to-day. And I feel
that you gentlemen have it in your hands to say whether we shall
make dyestuffs in the United States, .

Senator Nucent. Why wasn’t it done 20 years ago, if you know?

Mr., Waters. The reason it was not done was as near as I can
figure it out, that if I undertook to make a color in the United
States 20 years a%:) and took that color to John Jones and asked him
to try. it out, John Jones tried out that color, and he said, “Mr.
Waters, that color is all right; it is equally as good as Berlin, Badi-
sche, or any of the big six, What is your price?” I will take a
direct black, now. “The price of that is 21 cents.” ¢“All right;
send me 100 pounds of it.” They send him 100 pounds of that direct
black, and he tried it out and it goes all right. I give him an order
the next time for a barrel of 500 pounds. Mr. Brown comes around,
representing the Berlin or the Badische, or one of the other big
six, and immediately he discovers that I am not buying any direct
black from him and he wants to know why. “Aren’t you using
any direct black any more?” The first two or three weeks I
say, no; a little white lie, I guess it doesn’t hurt anybody. And then
he wonders how I am operating my f)lant without direct black and
everybody else is using it. Finally 1 say, yes; but I am buying it
from any American firm. “ What are you paying for it¢” “Twenty-
one cents,” “Will you let me have a sample of it?” ¢ Yes,sir.” I
give him a sample and he goes awany and makes a comparative test
in his laboratory and brings it back and says, * Waters, we will sell
you that black for 18 cents.” All right, I buy the next lot from him
at 18 cents. My American man comes in and I acquaint him with the
facts, and he says, “All right, Waters; we have got to meet him,
that is all there is to it; we want your business, and I will sell you the
same for 18 cents; there is no money in it, but I will let you have it.”
The next time he comes around he is selling it for 13 cents,

Senator. NueenT. The American?

Mr. Waters. No; the German.

Senator Nueent. The German?

Mr. Waters, Yes, sir.  And then the American will probably
make it 15 cents and then throw up his hands and say, “ We can
not go on with this,”

Senator Nuaent. And_ these German dyes under the circum-
stances you have related were imported into this country from
Germany ?

My, WaTErs. Yes, sir. .

) Ser;atgr Nuceent. Would not a tariff have made up the difference
in price

h]&r. WarTers. I don’t know, Senator; I am not familiar with those
things.
d Sei:mt;)r NueenT. There could have been a tariff high enough to
o that?

Mr.- Warers. There was not sufficient tariff, or something; I am
not familiar with it.
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Senator NueenT. Do you know why there was not? Who opposed
the imposition of a tariff; what class of manufacturers or consum-
ers in this country? . .

Mr. Warers, Yes, sir., I said my cards were on the table with
the face up; I think I know.

Senator Nueent. Who? .

Mr. Warers. I think it was the manufacturers themselves.

Senator NugeNT. You mean the manufacturers of the textiles?

Mr, Waters, Yes, sir.

Senator NueenT. The consumers of the dyes?

Myr. Wartens, Yes, sir. )

Senator NuaenT. Thank you. .

Mr. WaTers, I remember back years ago when the ﬁ!;n'eat advo-
cates of tariff in the textile lines were after all the tariff they could
possibly get on the manufactured goods and they wanted dyestuffs
free. Now, that is one reason; free dyestuff, duty on manufactured
articles, and let the manufacturer take care of himself and the devil
take the hindmost, '

Senator NUGENT. As a general proposition that was the program
pursued by the manufacturers?

My, Waters, In the dyestuff industry. Now, how could you build
up a dyestuff industry under that condition ?

Senator Curris. That is all.

Mr, Cuosre. Mr. Cheney was here before the Ways and Means
Committee of the House, but will confine himself here to matters not
covered before the Ways and Means Committee of the House.

Senator Curris. Be sure to do that because we do not want to
duplicate,

STATEMENT OF MR. FRANK D. CHENEY, REPRESENTING CHENEY
BROS,, SILK MANUFACTURERS, SOUTH MANCHESTER, CONN.

Senator Curris. State your full name, and your business and
addvess,

Mr. Cuexey. Frank D. Cheney, South Manchester, Conn., repre-
senting Cheney Bros., silk manufacturers, e

I would like to file for the purpose of Jmthng it into the record
a written statement which I have prepared. I would like your per-
mission to read one pzp'agraph from that statement, as it differs very
slightly from my testimony before the Ways and Means Committee,
which was given from memory.

Senator Curris. You may proceed.

Mr. Cuexey (reading) :

One argument which has heen advanced agalnst bullding up a dye industry
In this country that because of the high cost of dyes e tering fnto our products
an unfair burden g put upon the public. Prices ure undoubtedly high to-day,
comparatively. but will go lower, Let us see what the dye in a yard of silk
goods umounts to.  'We have exnmined the dye costs on 22 representative quali-
ties of sitk fabrics, We find the lowest dye cost per yard is on 36-fnch washable
satin, and amounts to only seven one-hundredths of a cent per yard for this
fabric which we sell at $2.15 per yard. The highest cost In the 22 qualities
examined was upon 50-nch plece-dyed cotton-filled velour and amounted to
34.9 cents per yard for this fabric which we sell at $9 per yard. Costs vary
between these limits for the 22 qualitles, an average belng ahout 12 cents
per yard upon goods averaging in price $4.90 per yard.
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In accordance with your by-laws, this subject was first presented to our
leglslative conmilttee, and at a meeting held on September 23, 1919, it was
yoted to report this matter favorably to the board of managers. At the regu-
lar quarterly meeting of the board of managers of the silk assoclation, held
on September 24, 1019, at which 16 members were present, the following pre-

amble and resolutions were adopted, and your conslderation thereof is respect-

fully solicited. While the action of the two committees in question was unani-

mous, there is a small minority of the association’s membership which holds a

dissenting opinion: -

“ Wherens the American dye industry, in spite of many difficulties, has within
a short perlod of time, accomplished a noteworthy achievement in the manu-
facturing of dyestuffs; and

“ Whereas it was clearly demonstrated by the emergency which faced American
manufacturers and other dye consumers at the outbreak of the World War
that a well-developed and firmly established dye industry is of great im-
goritnnce to the national as well as to the industrinl life of this country;

e it
“ Resolved, That I .. board of managers of the Sitk Assoclation of Amerlen
approve of the enactment of legislation whereby the American dyestuft industry
shall be amply protected against the importation of foreign products, which, by
reason of cheaper cost of production, can be sold at lower prices, thus discourag-
ing production in this country. And it is
‘* Resolved, That the hoard of managers, in behalf of the Silk Association of

America, indorse the establishing of a protective tariff that will secure the dye

industry in this country against unfair forelgn competition, and the instituting

of an equitable licensing system (for a limited period) acecompanied by the
necessary safeguards that will insure prompt and efficlent work on the part of

a lceensing commission that may be appointed.”

The undersigned, secretary of the Silk Association of Amerlea, does hereby
certify that the foregoing resolutions were duly adoptéd on the 24th day of
September, 1919, at a meeting of the hoard of managers of sald assoclation,
regularly called and duly constituted and at which a quorum was present,

Witness iy hand and the senal of snid associntion this 6th day of November,

RaAMsAY PEvUaNET, Scoretary.

Mr, Cueney. I would like, now, briefly to address myself to the
points in which I believe you gentlemen are interested. I look upon
the proposed legislation as an antidumping law which bases its pro-
hibition upon the needs of the American consumers and not upon
foreign manufacturing costs, which I believe to be impossible to
ascertain. I have had some experience in attempting to ascertain
costs in our own business where we have every desire to.be accurate
and I recognize it as a very difficult problem. It seems to me an
impossible problem if the manufacturer desires to conceal his costs
or to make them misrepresent the facts. The question has been asked
why the purpose in which we are all interested can not be accom-
plished by a tariff alone. I firmly believe that, no matter how high a
tariff you may put upon dyes, it will not accomplish its purpose. It
will procure revenue, but it will be a tariff for revenue only. The
situation is an entirely different situation than that which the other
industries faced in building up themselves under a protective tariff.
They had no world-powerful monopoly to face. They had not the
extremely intricate problems to work out before they could get pro-
duction going. The Germans have on hand, it was stated yesterday,
enormous stocks of dyes. They can not sell those to France, England,
or her dominions. They can only sell them to us and to China, If
they can not sell them to us and to China they are worthless. They
can, therefore, nfford to give them to us for a period of time rather
than lose their industry. Let us concede, for the sake of the argu-
ment, the most favorable position of the opposition that they have

xy
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not large stocks on hand. No one will argue that theY can not make
them. They could supply this country with practically a year’s sup-
ply of dyestuffs for approximately $35,000,000. i

Ir. CHoaTE. That is, including we use, you mean?

Mr. Cueney. Including everything we use. This amounts to 7
er cent of the re;;orted invested capital, $500,000,000. Who would
esitate to spend 7 per cent of his invested capital for the sake of

saving the other 93 per cent?

There is one point that I would like to bring out which I do not
think has been brouﬁht to your attention; that if Germany were
to regain control of her dye industry she would have a strong club
to hold over us in all our other industries into which dye enters,
She could shut off supplies, for instance; she could limit supplies;
she could hamper us in many ways while she is makin%her repara-
tions to take those industries away from us as well. For those rea-
sons I do not believe that either an antidumping law in its usually
accepted sense, based upon the cost of manufacture, will accom-
plish the purpose, neither do I believe that a straight tariff, with-
out regulating features, will accomplish the purpose. Therefore,

am firmly convinced that legislation similar in character to the
proposed bill is the only possible wag' that we can be sure. Others
will say the tariff will do it' We do not know that it will do it.
I do not feel that we can afford to take any chances with the pros-
perity and the happiness and the future of our country.

I would like to touch briefly upon some of the criticisms of the
licensing system. The first one is delay. There will be some delay
at first. I think that can be anticipated by the consumers by antici-
pating their wants. They will have to work a little further ahead
although they might import in bond and not draw from bond until
they actually needed the materials.

Mr. Cuoate. The importer could do that for them?

Mr. Cueney. The importer could do that for them. It is con-
ceivable that the consumers might form some organization among
themselves for accomplishing the same purpose. It is said that it is
difficult to prove that a dye is not made here. There, again, theré
may be some little difficulty in this matter; but after the tariff com-
mission has had a fairly brief experience there should be no difficulty.
These points should be a matter of record, and if it were found that
a silk manufacturer kept saying that he could not get a dye in this
country, and that all the other silk manufacturers were getting it,
it would seem to be reasonable to suppose that he could use what
they were using; and if he could not, I should not anticipate that
he would not be able to convince them of his needs, In this con-
nection, it seems to me that it might be quite conceivable that the
producers should have some compulsion put upon them to make sure
that they.give their facts of production, quality, etc., from time to
time, in an absolutely accurate manner. As a matter of fact, the
number of cases in which licensees will be questioned will be very
small, certainly for the silk industries. We can now use 88 to 90
per cent of our products of American manufacture, leaving from 10
to 12 per cent which is not yet available here. That figure is ap-
proximately correct, not only for the quantity of American dyes
which we cau use, but also for the number of American dyes which
we can use.
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. Mr., CHENEY. :You asked, - sir, why. there. was not .sufficient. pro-
tective tariff put upon our industry several years .ago, I believe?
A e e
-,Ml‘mg*’f*.\'*‘f"- ; Xou wight. be.interested. to. know that. when that
tani legislation was p_rox}osed.u.. reprasentative—I say “a because I
!\'is&xf.t,o_.‘conﬁq'e it to absolute.facts which I.know of my.ewn knowl.
sdger—1 assume that there Were thers attempted to induce textilo
manufacturers, to, favor, a.reduction.of that tariff :b}r.trymg- to. con-
Yinee them, that. their. interests lay jon; the,side ‘of.  .lower -tariff.
.“ %W‘;xeppgmaph@d. ST :‘—-',:.? G Doa .—.--’!.'.'.n-"§ Ve ol T
B emtm‘»l,\ﬁﬁa\'?; (gn,tsmosm&)qA-xeprﬂsentame.-o”f whom made
SOMEPLERONWMLIONS S 1 vpoid s vy s tomn | it it o i o PRI AEN
,niﬁ : (JHENEY, A, rgbresentative of the fBal.dlsvhe Go. psked; us.to,use
o anffience.with. the pepnle, who wene, inferested. in the tariff to
procare a Iowey, tari ‘Wé mdx.rm&;ts?l ow uphis, suggestions.:: -,..;
o SORLAL CORTIS, J5 R0 IE rowre s (oot -t ey e
%?;&mﬂw@fss.@m ol e T
Fo

T oun

KA . :1!'_‘ Jortit 3 M -
-Lipenator Copras., Call your mextwitness, -, s« g | st o,
MR okt WAL thestomimsiie e o enongh.te call My: Glark}

i bedaatd cxtd el tn o g fateed g Troenns sive oy IR
- SEANEMERT oF M, 'YANES 6 GLARK VieE PRESIDENT THE
UNITED,STATES FINISHIRG CG. - NEW YOBK CITY, : .1/
ST TR ] QPN DT B 008 S VOLS N T A S TN FYRTISINOR | RERATIIN
. enator, CErTS. gStute.yoyrnﬂmﬁgddrgss,:and--busmass.h e
- Mr, Crang,’ James G, Claik, vice president -of .the United.States
FmPSi]}ngg 0;,Ne? YO!"G l_t\YQ" [ TR R ‘* SR EERE BT O
_‘;§,e_nﬂtop‘ UBTIS: You:may; make guch statement .as-you desire.. : .
- Mr.:.Crang, Gentlomen, wa are in the.business of bleaching, mep-
g;ﬁizm?,dggqng, and printing... We operate, five plants,-threa in the
tate.of, Rhode Island and two in:the State:of Connectieut.. ;Weo are
a..congumer., of, dyestuffy, L. wonld"like .to ‘say. that- dyestuffs..are
vitally _négessary. and essantial in.our business. -Last, year we.put
tlu'ouglf.. in; value, of merchandise, bleaching, dyeing, and.printing,
I.should sqy, about $70,000,000. worth- of materials, - We ‘employ
about 3,000 hands.. At the.outbreak of.the war two of our: plants
were.threatened with shutdown. If it had not been for the enter-
prise of some¢ of -qur American friends those plants would have been
completely. shutdown, due to the lack of analin_oil—we having
& contract with a German company, and at the outbreak of the war
the supply was immediately shut off. - .
Senator Nucent. Was any analin oil produced in this country

at that time? : S

. Mr. Crarx. In a very limited way. :

Senator Nucenr. Not sufficient to supply the demand?
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.« Mx. Crangs, Noj.not.at that.time; they: inoreased thein supplynto
take,cnre of:our outputilater: .i-isn « —uurh TinT writeteny i
The plants were on fast blackgwhere'an ing'oilis abisolutely’nie v
ot piop ggus D 4. ik SGKDRIS b B Afi ‘dﬂﬁ
dyes uff manufdgturers. \ve | na.b o,t0  gat.along with,
possible exception.:: obvab»colors, and-bhene twe:had:‘some -supp ms
an‘clv‘wem'abie to woxikl ?lgn crél g asi}m«%l% o‘f i: W{i " S " -
¢ 'are’ very ‘mucli'in t 0eé, it 18
and ;mpopx’:tfmt £ mti: i estu& dustry b i 1y e‘si ﬂahed
country. -We do notnwsnt to-be in'a; osmwruo
ent.fu on-Germany for our supply; Wa'ld iove: m'a 'ianﬂ" ,V\”ﬂs ‘ate
gdod spublicahs in’ ogr ox;ga,plpait)b‘n,l utwe, o Hoy (hink, 8 tarift
alone, Will. take, cave, of this,problam, . We.believe. that a. licensing
system will have to be attached to it for a reasonuble length of time.

hatwill be 'fletemm M; pn.by.you genﬂsrgg; i th@,mslust; /m
this, cmppy, ? ft, up and.put_ap_n, ‘%l‘ﬂlﬁ’}"@. i
conﬂpﬁtxtl Y ,.ﬁxfn i, eliaye, dthh the, WA 1 yey
stufs md'ustry in this country will be put on a basis w me y they
s sempety Vidyorg: o gy aotlwl:;gggh 70, TUAMAT
menetnator U vy qg)% G2 Wi 9 1p your jud g—

: g&r ‘Pr-% 1 ﬁs} e .fiw‘ i, o Rye.yeprni JLTeed J il
RIRY S lore -850 lw ?ﬁl ma shex Aym-
ber of yeale erman has wor'ke

W) Ioings

Spnaen oy il i {ho, crpiat Jears,
451 f‘?Y'i}(;l'j it ﬁ% by ;"a 3 mm'é @sn,flemﬂn?ﬁl ?d \5)99‘119/ or
n;ﬁgﬁ%‘.‘i&: '? .-! ’( 10ul m Jlm "y uqq- AU TR TR TR VAR T

BRI ROY r 1t |P [y (L] (/4 {UEZIT IR
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i TV AN IR IR | luhl --nu oy of iy aadpdl

'iI !]li ll ‘Ull-ll\l ] 41( fuy '3 ,“”
‘ﬁ “k “’q ,ea }3’! . ]lls‘tetsqﬂgqxglg p"l'gé £
ﬁ““i} &?lﬁ ﬁ lggef, I}n TR w,,  PBRR, Presiflont

i e et ety adte g d i
iS Sfo}lohs[rie Ifg;h' Ioeg WA G l!y e o ot
me of -wmelnli mp mesldeam is,mca o4 at Imw nce. Mg,

?vté(; “llnx}‘n'% ac ures, ,wo Iste n g n, grept \mxl"et]es r mel} g, women's

- We' bellm‘e ?uat ‘the" Ainérl i dvésttm’lnmnsfrryvsumml*Ue'inesuonéa iingd
contlmued a8 ‘i motiond) lndusmy'q Weilhave raintained - this) position forl b
long, tl and I,hnr repeat "{- q?lled “;}te't'""'f Pe newgm.mr mf dfwlnp
ment he dy nc wripg Andustry in this coyn nly
\lde the néellef h‘}esmm 1dr m’l‘r ni ust\'ldg, hiat' ti) nml?é bgrf thé” nb 0 ute
esieehtml supply of explosives for buit nattondl defense.' i "- "

In’-behalf: of the : Arlington iMills I, ‘therefore, . now: nubnllt m vour eomt
mittee that this Industr,; should )e fostered; and, de\elopen by \vlmte\er leglslar
tion may be- necessary. Tt seems to us tlmt the Long\\orth bill a8 passed by
the Hi ée will make certain’ the pefservation of, this industry. * Actfon is
especinlly necessary niow on anccount of the abnormal éonditions that exist in
the exchange mavket. This applies with especinl emphasis-to the importation
of German dyvestuffs, for with the mark under 3 cents (with a normal vatue
of about 24 cénts). our country without some llcenqlng provision woyld be
flooded with German dyestuffs. \'o motectl\e tnrlft cmlld offset this abnormal
éxchange condition, '




154 DYESTUFFS,

‘Tt seems to us, therefore, that the House hill providing, in addition to the
regular protective tariff dutles, a provision for a licensing »ystem for a period
of two years I8 essentinl in order to take care of the situation during the

perlod of readjustment that we are now going through. Under that plan the.

commission will be compelled to permit the import of dyestuffs not manu.
factured in thix country, or not manufactured at reasonable prices, but would
not let in any dyestufts that were made here ut reasonable prices. It seems
to us very vital to make sure at this time that the American dyestuff industry
will be malintained, and, while there may be objections to any plan of licensing,
we can see no other plan that will take care of the present situation,

The country ought to have learned a lesson from the wur and to realize
that not only for dyes but for the high explosives, so urgently needed in time
of war, that this American dyestuff industry is a national necessity. With
that firm conviction In mind, it seems to us that no stone should he left
unturned to make certain the preservation of that industry, We, therefore,
ur{;e you to take such action as may be necessary to secure the desired re-
sult.

Mr. Cuoare. In deference to the chairman’s request we will put
on no more textile witnesses. Maj. Sill will make a statement as to

the conditions which he found in the German industry in 1918.

STATEMENT OF THEODORE W. SILL, EAST ORANGE, N. J,, WITH
E. C. KLIPSTEIN SONS & C€0.,, NEW YORK.

Senator Currs, Give your full name and residence and business,

Mr. Siur, Theodore W. Sill, East Orange, N. J., with E. C. Klit-
stein & Co., New York.

Senator Curtis. Now you may make any statement you desire.

Mr. SiuL. About the latter part of February and the early part
of March it was my opportunity to be a member of the interallied

. commission, whose object it was to go through the German chemical
plants to see what they had done during the war. On that tour we
visited five plants, namely, Bayer at Leverkusen; Badische; Meis-
ter, Lucius & Brunning; Cassella; Weiler-ter-Meer.

Rather. than to go into detail, I can tell you briefly that those
plants to-day stand in perfect condition; air raids did no harm to
them ; they have not been touched by gunfire, being so far away from
the line of battle. Germany has them as resources ready to resume
her commercial fight without any handicap through destruction,
such as other plants have suffered. Particularly, I might call at-
tention to what we saw as a matter of contrast to a plant in the
northern part of France, which manufactured dyestuffs and which
the Germans had deliberately destroyed, breaking the machinery in
a perfectly devilish maner so that it could not be operated for years.
This is a matter of contrast to their plants in the Rhine district.

Also, the Germans with their good foresight did not send their
best men to the front. This means that they still retain a large pro-
portion of their working forces, foremen and laborers, to operate
their plants. At the time we went through they were operating about
10 per cent of their capacity, the reason being that they were short
of raw materials for one thing, and another thing which T believe
rather caused them to hesitate in showing the factories was that the
allied commissions were permeating their whole plant and they did
not want to show any more than they had to. As an instance of what
Mr. Choate pointed out yesterday that they had ample financial
means to carry on their work T might call your attention to the fact

N
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that at the one mill we saw a large recreation building which was
erected in the latter part of 1917 and the spring of 1918, Compared
with buildings which I have seen in American plants, it was really
a luxurious palace for wovkmen. This will show you, even in the
stress of war times, they were able to build and carry on such im-
provements in their plants. Moveover, in the plant of Bayer at
Levorkusen, they were employing very many men at something over
one million marks per week, which was to keep them occupied and
keep them under their control. These two facts rather showed to us
that they were not financially bankrupt at that time at least.

The attitude of the men with whom T eame in contact, such as Dr.
Duisberg, of the Bayer (o., and Dr. Schluhurst, and another plant
we visited—I can not use their exact words, but the substance was:
“ America will soon forget and we shall soon resume our friendly
relations with the old crowd once agnin.” That was the idea in their
own words,

As one goes through those plants and stands in the shadow of
them you can not help but get the impression that they were the units
of the potential force that Germany had to carry on the war; they
were the very sinews. There was one plant, one of the Badische
plants, where they made enough nitrates to more than supplant what
they had ever previously imported from Chile. Without those they
could not have carried on the war for three months and it was their
life saver, And two of those plants, which were built for dyestuffs—
but with the devilish idea back of them'to make explosives and
poisonous fas—were the very cause of our having perhaps 38,000 or
more men left dead in France. And. moreover, those plants, despite
the terms of the armistice that they should be dismantled, we found
that thev were absolutely intact and ready to make poisonous gas
within two weeks if they should resume. One of the things we did
was to stop and cause them to be dismantled so far as the poisonous
gas was concerned. T can only emphasize one thing, that those plants
are in perfect condition and ready to resume any operation which
they have been doing in the past, and urge strongly that something
be done to prevent such a repetition. It seems to me that this licens-
ing proposition is the only thing which will do it and absolutely in-
sure it.

I believe that is all,

Senator Curtis. That is all.

STATEMENT OF IRENEE DU PONT, PRESIDENT OF THE E. I. DU
: PONT DE NEMOURS & C0., WILMINGTON, DEL.

Senator Corris. State your nume, business, and residence.

Mr. pv Poxt. Irence du Pont. president of the E. I. du Pont de
Nemours & Co,, Wilmington, Del.

Senator Curris, Go right ahead. .

Mr. pv PoxT. You have already divided this topic into two phases:
Should the dye industry be fostered, and if so, how?

Now, T gather from what has been said, the first part has been
thoroughly covered, and you do not want any more testimony con-
cerning it.  You are convinced on that. T will, therefore, restrict my
remarks to the latter phase. How shouid the dye industry be pro-
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tpoted ¥ The word. ¢ protect > makes you-think dt: once of the' words
{,.pz'qgegnye,tqnlm’(’, vIihat.is.the method of protection ‘Wwe have used
In; this. country; @t legst, the preflominant method: .+ - hdin i1

../ L his dndpstry, is, quite; unignetin nng: particular, whigh- prevents a
protgctive,taxiff, of, any,; amount,iwhich -it:is iconceivable eould. be
pass ,;fmm Protecting i AR USRS ST IR SN NECEONS NI RYERY
i oW, thig. pequlipnity: s . the: question: of.yield. :There arvé:. fout

aip pne iy the mattey touchad,upon by. the. eminent professors when
g;ey wege, sp king; of yields.. . Chemicdlly spedking, yiolds are’the
moynt, which; js pessible_to-obthin:according :t6 thedry,-and thé
?ﬂ:p‘lty %é,un Q}lbtqg]y. absolutely.tvue. i Yields donot sdrioi’lsly- affect
ngustrya. pexhaps;, takethe example . of . a, foundry:t Yow melt: 100
p%u!}u 5 of cag;“?ro’n and pour it into l8, mold, and you get- 85:ta 98
YOu, get 95,0r,100 per.cent. yield;  That is tnue.in almost; everly
j": ‘aéﬁhll?&l‘ Rrofeeted, by proteetive tariffi : In the!numerons steps
BIILR (
. }j 501 fiﬁm Jn ok ﬂu?‘ﬂtﬁ- benrolii « Yon. get,| parhaps, - 90.'per oont,
tH3e
184§ ea,r'  §.grentdeal abont ;.a;well-known. process whidly had been
OIRg 0N, Oy Years,; We practiced;it.on & small scalei before: the-wait
nitnebenzol, ;. I£. yau, gat. 90. per, cent..£rom. benzol to, nitrabenzol: ind
?Z}( ’ ;| f 'qxg.,ngtwhen,qu, to amilinyyoty get!.70! péar.icentr of 90
regards nitrie agd, the othen reagent, nsed; with.the benzols. thati
‘sfﬁt,é,ye,alﬁqg% o ”‘a pant of the nitrie.Acid going. dﬂ'.in.fu’nmsxfni:%
reactions.,( khestumbling, block: is.that..inithe ldter processes: you
WX'/L“M' ly.40) per, centy or; 30 peir,cant, ar 20ipén.cent yields..i Youn
9
This;refuction of your, output through. poor. yield is. cumulative,
gtpp,,fm i dl per cent,.and thati -by. 90 per
of reactions you V\gOt out enough finished product to.see; hut hot
enough to use. We have had exactly|that expidrience in every few

aetars;, which temporarily enormously. :inoresse this costy :but the
preportion of the, output which ygu get, compared with: the grefitest
the pxdinary line of industiy, as,was pointed-out in the antomobilo
gw@dg.g; castings;| you.cam spilk.and.lose aifittle bity hut substan-
eandysteyab 18 Dok tue. -;. o el ceis gy e

ugtion of,ghiat to.anilingte.malte anilin; oilywhich /pdu

dha -.Pmn?sslmléﬁimeld.(( (per cant;.of ;what,: wal sliould; géti of thé
Rﬁl‘f?l;,(é’?%l Ga0b: from | henzol -tal anilin. - What, is- equnlly true ds
alﬁmpﬁﬂ?m, 3}%% progess,,, These dre veryi simple and well-known
have, heard, spy,. that in the. case of.indigo there are:sonoe. 16/'stepk
cent, tma$ s%n(.‘ni; u'nl il f?h:?ﬁ ‘,0 !ans" ;'.8"gizleglitz said, after a long senies
dye we have undertaken. The yields have been abominable. Ordi-

ily, youpyould thinkthechemista ara to:bitama, bot;HsTa: Hasted
of 1 ft]lyct, they haye, dow splendidly to getstheryiekls thegudid. 1t is
very elusive; it 'is not like going into an iron foundry when the iron
is right there... If you spill a. dittle of:jt, you will. eithér burn your
fin gp,qv;t}(i.;;, or yop can not help finding it -when it-is cold.. ‘Our
materials disappear i the most mysterious manner. . They get awaf
and you can not see them and you do not know. what has become of
them. Or they are converted into other aterials, the ‘identifica-
tion of which is difficult. to, determine, even after you have recovered
them. A great many of these materials .con not be deétermined
promptly; it requires long chemical research to determine v hat it is
you have. It may take a month. That is the main réason for the
great cost of dyestuffs in the United States. We are beginnors. We

et
ey
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have ionly  been.' manufacturing - two' or.«threq.:years, W' tan 'not
attwok all: of thesb thousands of dyes atonce, ris: v i et il hwilis
* Mr. Cuoate. Those!losses include: both! labor . bnd - vaw- muteriul?
- Mir. iy Ponr.. ‘You.pot-bhly lesk youri mateiial;:but you losé yro-
portionatély. your powér and labor.: If iyow gét sut: bre-ténthiof the
proper yield, then you labor cost is 10 times the normak; ybur: firel
cosit is, 10 times: tho normal; your materiak cost/attleast 10 titnesthe
normal;ipsrhaps-more; because if youw put-intoo mudh .of a!kengenit
yoitmot. only! dose: becatise iof . poor.yields,-but all the-excess i5:thrown
a\;::‘i. There is no way of determining what is 'too'mtichj or-how
mugh to putying exeopt. by: ¢ long. series: of experiments'bn'a. dém-
mereint scalels that is & very important phase. - Experilneritd are slow
enough in.aulabbratory, :where 'you can: héat ‘materials toa>given
femperaturey dnd with.a: thermometer then :know exactly-what tem-
perature-yon:-have, .In:n “man sizb - apparatus'in the factory it is
a different proposition. . The temperature-is:not the: snme: ‘at -all
points- in..the :containerdy and: it’ is: nov heatedt in-s-uniform way,
tinleks . yon -agitate . it-* will besat- & higher temperature' nedt 'the
steam coils than at other points, and this difference in temperatuie
may depress-the yields to.a perfeétly extraordinary and whbelievible
extent. ‘These are the difficulties that ‘the chemical.engineer is wp
againsty:the difficulties .of :‘maintaining the conditions in the fac:
tory whicli’in the laboratory he has found to be right. We .can find
out how- to. do-a thing in:the: laboratory very. quickly and:Prof,
Stieglitz made a very good showinf how quickly he could pre:
{mre. these compounds on a small seale in his Iaboratory’ apparatus
it he did not get them up by the ton. A ton of salvarsan - will
make doses enough -for-everybody in this country. iWe hhive a niltch
more-difficult problem. Six or-eight months: would not-be suffictent
for him to get on a tonmage basis;. We have been at ‘indigo. for
two years. This year we have got up at last to qudntity production,
and we did'not put out'any until we had quality: production. Qur
costs are very, very bad, due to -the smallness .of the-yield, - ‘'We
have to:deliver: indigo, and-we therefore- make:a forecast of what
our losses would be; we had to be fair to our customers-to Fet
them tousign. contractstin advance,- - . i eal o coob 0t W0

We therefore made a forecast how much indigo was likely -to
cost in:the light of our!laboratory-work and some' commercial wob'k.
Woe fixed it at 75 per cent and contracted to:supply: our custéiners
for-75 cents. ..:By July.of this year we have goti up to a ¢ertain pro-
duction, but our-losses. were. $800.0004 our. receipts: were:$300;000. less
than -we.lhiad spent on it perfectly apart-from oud planticost;:fer-
fectly.apart from the: rebuilding: cbst; becaiise when we.find e can-
not do it that way,-we find in tHie books sbme :other- way and i ‘re:
quires then another plant. Alpart.from.this, (we fixed”a ipricenc-
cording to' our best.judgment what ive could.do. - Everybedy:thodght
wa wene pretty : grasping to:ask for 75.cents: wherr thé Germans:had
askad before:the! war-15-cents. ::On. this particular:problem we had
a.great deéalof information from the English- dyestuff- maliers,-swho
had-geized: n-German:plant in England and knetv ho'w .itrwas oper-
ated ;-we knew.the principles on: which it operatdd; butiwe conld not
steal tho: pt¥éonnely weieauldnot-get-the chemists. and Ithe trained
mont we-eould not:steabithe process; we could not-do: that: withtine
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digo. But we are improving it every month; we have already no-
tified the trade we are going to make a slight reduction in cost on
next year’s forecast. We have that much confidence. :

Now, there is another phase that holds up cost, although I do
not want to detract from the importance of the yield, that is the
prime thin%.

Senator Nugent. Within what length of time do you believe that
you will be able to produce indigo in this country and sell it to our
consumers at the price or somewhere near the price that the Ger-
mans sold_it at here before the war?

Mr. pu Pont, That is dependent on what wages ave going to be in
this country. If wages continue like they are to-day, such a reduction
will never come about. It is theoretically impossible, unless you get
extraordinary labor-saving devices throughout the industries, and I
do not think you can do it; also, I think the high wage will stay, and
the German high wage is likely to sta?', too.

Senator NucenT. Do you desire to have the committee understand
that the cost of indjgo to the consumer will be in the neighborhood
of 75 cents? )

Mr. pu Pont. Absolutely no. We will get it down a great deal,
but I doubt very much whether we will get it down to the prewar
price at which it was delivered by the Germans, and I do not think
the Germans will either. T have no doubt but that we will be able to
manufacture it as cheaply as the Germans in a reasonable length of
time.

Senator NuGent. You do think it will decrease in cost in a certain
length of time?

Mr. pu Poxt. Unquestionably ; there is no question about that.

Senator Nueent. The great losses you have referred to are due
primarily to the lack of experience, are they not?

Mr. pu Poxt, 1 believe so.

Senator NueenT. And as you proceed in the manufacture of dye-
stuffs and become more familiar with the processes used in the man-
ufacture of dyestuffs, those great losses will be largely eliminated,
will they not?

Mr. pu PoxT. They certainly will, to an astounding and unbelieva-
ble degree.

I am an optimist concerning this business; T am anxious to get into
it. We have done it in a small way.

Senator NuaeenT. I apprehend you are familiar with the scope of
the dyestuff manufacture in this country, are you not?

Mr. pu PonT. In & general way. I am more in touch with the the-
oretical part, however. In fact, T never met any of our competitors
in the dye industry until I came to Washington to discuss this bill.

Senator Nveent, You may proceed. :

Mr. pu Pont. The next point I wanted to bring out in the subject
of costs and why they are temporarily high is the factor of repairs.
You think repairs would cost the same here as in Germany. If we
make a kettle out of cast iron and at the end of three weeks we find
it is so pitted that there is danger of its bursting we have to get some-
thing else to make that kettle out of or the cost of replacing it is very
excessive. Let me show you by example what I mean. When the war
broke out we began making smokeless powder for the Allies in large
quantities. One of the necessary constituents for smokeless powder is

L]
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a stabilizer. That stabilizer was discovered in Germany and is
known as diphenylamine. We used to obtain that entirely from Ger-
many, and when the war broke out that supply was interrupted, so
we felt around to see what could be done. One of the present Ameri-
can dye manufacturers began to make it and kindly furnished us
diphenylamine at what we thought was a very high price; we had
not then had experience in its manufacture. They boosted the price
from 20 cents that Germany had char%ed to $1 a pound, but we did
not care much if we could get diphenylamine. They came across the
very problem we had later; they found it was hard to get quantity

roduction ; quantity production was alinost impossible.  We had to
wve diphenylamine for the powder, and our stock, of which we had
a little ahead at the start, wes rapidly dwindling. Fearing shortage,
we began to make diphenylamine for ourselves. We planned to
make enough for our total requirements to be on the safe side. We
soon got a factory going, but our cost was as much as that of our
competitor, $1 a pound.

Senator NueenT. You passed it on, didn’t you?

Mr. pu Ponr. I guess we managed to, yes, sir; and I think it was
very lucky for us and the United States, too, because the United
States would have been in jeopardy if we could not have furnished
the powder. One of the steps in that process required an enamel-
lined digester. This was the only apparatus that we knew would
withstand the action of the acid. We used enamel-glazed iron
digesters, and they very promptly cracked; some cracked in three
days, and some lasted »n week, and the acids would get under the
enamel and strip it off and ruin everything we put in, and we were
in trouble. 'We bought all that a certain factory could make, practi-
cally subsidized the concern making enamel ware, and we gave them
orders to make nothing but digesters and ship them as fast as they
became cool enough; we had a steady stream of digesters from Chi-
cago to keep us sn{)plied with digesters which were necessary for this
one process, and they were absolutely unnecessary if we had known
what apparatus to use for this purpose; so we kept that manufacturer
constructing digesters with enamel linings for a considerable time
during the war, That was a repair item saddled on the cost of
diphenylamine; we did not know any better.

Let us go to the third factor; that is obsolescence; by that I mean
the building of a plant for a specific method of manufacture and then
find out afterwards that there is a very much better way of accom-
plishing the same result by a different series of reactions, so you
have to design and rearrange to carry on another series of reactions,
which leaves a lot of special apparatus on your hands entirely useless,
because it does not fit the later reactions. Your capital is wasted and
spent, and that ought to be and isa Eart of your cost, for you can not
get it back in any other way than charging it to the cost of produc-
tion. In most cases that is not serious, because the apparatus is
often interchangeable, but in some cases it is not. For instance, in
making metallic sodium, used in the manufacture of indigo, we had
cheap current for the electrolytic processes and we got the cost down,
but we never did get it down to what it ought to have been. Then
we found that somebody else, a competitor, was able to make metallic
sodium away under our cost. The only thing to do was to scrap the
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comprise a dye industry; they made a few dyes, but nothing com-
parable with the present industry. I.believe the industry we carry
on is 75 per'cent greater than the entire dye industry before the
war. The National Anilin Co. is bigger than we are,

Senator NucexT. Then the industry in this country is new?

Mzr. pu Pont. It is new, absolutely.

Senator NueexT. Then you are new in the industry?

Mr. pu PoxT., Yes,

Senator NuGenT. Now, Mr. du Pont, I apprehend that you have
some idea' with regard to the quantity of dyestuffs manufactured
in this country at this time, have you not?

Mr. pu Poxt. I have only a rather hazy idea. I have never
gone into the statistics, but I can obtain the best information avail-
able, if you would like to have it.

Senator Curtis. I would be glad to have you get that.

Mv. Cuoare. The Childs commission reports are in and give it as
well as it can be given.

Senator NucenT. Now, have you any idea as to the proportion
of manufactured dye products in this country that are manufac-
tured by your company?

Mr. pu Pont. I understand the sale of manufactured dyestuffs
here is somewhere in the neighborhood of $50,000,000 or $60,000,000.
I npﬁrehend our turnover is not more than $2,000,000; perhaps
Mr. Patterson can tell you. I could not carry it in my head; our
business has too many ramifications for me to do that,

Mr. PatrersoN, A million dollars a month at this time,

Mr. pu Pont, I am a bad guesser thenj it is $12,000,000.

Senator NueenT, That would be $12,000,000 a year?

Mr. pu Poxt. Yes. That does not mean anything at all, though,
Senator. We are expanding rapidly, but we have not reached
full commercial production yet. I think we will be one of the large
producers. If we succeed it will be through efficiency; and if we
fail we will fail through Iack of efficiency. Our competitors are wel-
c?!m}cls to “ trim us,” if they can, but they have a good, stiff job ahead
of them.

I got to the by-product factor in costs. If we waste by-products
we increase the cost of our dyes.

Before, I have given reasons making sure that in the first year of the
Eroduction of dyes the Germans can beat us not by 50 or 100 per cent

ut by five times or eight times or forty times at the beginning. Now,
you can not obtain a tariff that will protect.a baker who must spoil 19
out of 20 of his biscuits. That is what we are doing. If you have an
oven and only get 1 out of 20, or 2 out of 20, and have a com-
petitor across the street, a German, getting 20 out of 20, you can not
compete with him selling biscuits, You must have an embargo, and
have a line in the middle of your street, and say, “ We will feed
the people on this side.” We inust have an embargo until we learn
to do it. Tt is up to you people; if you say two years, as the Long-
worth bill has it, you will prevent the very thing that you have in
mind. Mr. Wigglesworth pointed out yesterday that capital is timid,
it must be reasonably sure to make good returns or it will not be in-
vested, This undertaking; we have put in about $20,000,000—$11,-
000,000 in plants and $9,000,000 supplies, finished products, and ac-
counts receivable. .

168564—20—11
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Senator Curtis. How much time do you advocate?

Mr. pu Ponr. I would say 10 years; five years may be enough, but
the more time you give, the more capital will flow into it. The more
sure the men undertaking it are that they are safe from German ag-
gression, the more capital will flow into it. Wou put an embargo
to prevent foreign dyes coming in and capital will go into it.

'he only danger will be from some German eoming over and buy-
ing a plant and surreptitiously building a German business with Ger-
man specialists, under our very noses. That is the only way that at
least one industry in the United States will succeed, and probably a
half dozen will not. In that case you think you have a successtul
United States dye industry and later find that it is German owned.
That is a possibility, and I mention it because I have a suspicious
nature, but there is that bare possibility. I think it is unlikely to
happen for a number of years. In the first place, the exchange rate
is so unfavorable that they would have to send over three shiploads
of marks, not ¢ three shiploads of dyes,” in order to make a purchase.
The Longworth bill is an embargo; it is a misnomer to call it a license
bill; the intention is not to license imports, except in rare cases. It
is substantially an embargo bill,

My, CuoaTe. On the selected things?

My, pu PonT. On substantially everything, There are undoubtedly
a few dyes to-day that would be imported; but it is substantially an
embargo bill. I think in six months it won’t be necessary to license at
ull. 'We have the a%%ression and the confidence that the American
can do this “ trick.” The Germans believed we did not have the brains;
we have the brains. You heard yesterday about alkalis, carbonate
of soda, and sodium hydrate; we beat them at their own game at that.
Personally I believe we had them beaten on dynamite; I am satisfied
we made 1t cheaper than they did. In the first place, our yield from
nitric acid, from nitrate of soda, equaled or excelled that of the Ger-
mans, We have gotten 98 to 99 per cent yields. That will not be
believed by the representatives of the general chemical company, but
our records showed that. We analyzed the nitrates and figured out
how much nitrogen there was in itj and we ﬁgm‘ed the yield came to
between 98 and 99 per cent of the theoretical, The manufacture of
dynamite requires the nitration of glycerine. We have worked up to
rearly the theoretical point in combining nitrie acid and glycerine, but
it has taken years to perfect. When I visited the California powder
plant in 1904—we had owned that company before that, but had not
actively managed it—I saw the plant 6 miles away by the red haze
hanging over it. The haze was the nitric acid fumes in the air. Since
that time nitrie acid manufacture has gotten up to almost 100 per
cent efficiency, and you can not smell the escaping acid, let alone see it.

My, CroaTe. It has been said we have made rapid production in ex-
plosives at the outbreak of the war, and therefore could make rapid
progress in the dye industry; what have you to say about that?

Mr, pu Poxt, The Government officoers who appeared here said
that we got along well, that in six or cight months after the war
started we made a nice showing, but they neglected one phase of it;
they neglected to say that we had three years’” warning of the coming
of that war, and we also had three years’ experience of the manufac-
ture of explosives for the Allies, We had all information they had
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about the explosives as to what they wanted, and the best knowledge
as to how to do it. We also had the Du Pont Co. with their experi-
once with the manufacture of those explosives,. We made T. N. T.
before the United States entered the war, We had a plant for making
it and blew it up early in the war and built a new one before we
entered the war. We had thiee years’ splendid experience before
our Nation came into the war. During that time we had planned
what we would do if we entered the war. Immediately after the
war started we had men out looking for suitable places for plants,
with the advice of the War College. They gave us information on
what was required; how many miles from the coast, and from the
border, and when they gave the word we laid the sites selected
before them, with the advantages and disadvantages, and they selected
the ones we had selected. .

Senator Curtis, You had a plant site at Nitro, W. Va.?

Mr. bu PonT. Yes; we bought a site there for the Government, and
we did not get our money back until last month, after having it tied
up for two years, I might say.

Senator Curmis, You didn’t get it back before?

Mvr. pu Poxt. No, sir; we had to carry it; it was something like
$400,000.

Mr, Croate. Senator Curtis was interested in the rhodamine.

Mr. nu Poxt. We made it; we took over a little plant, and only
a short time ago somebody checked up on the rhodamine. We asked
how much stock was on hand and there was next to nothing on
hand, and it appeared that we sold little of it, and investigation
showed it was going out in dinner pails; it was stolen, and possibly
that is the source of that $75 rhodemine,

Senator Curris, How much were you selling it for?

Mr. pu PoxT, Possibly $18 or $20. ‘

Senator Cortis, I ealled attention to that because it was referved
to in the reports of the Tariff Commission; I read it, and read it
into the record; it is in the Tariff Commission’s report,

Mr. pu PoxT. It will interest you to know what we were doing
in indigo. Mvr., James T. Pardee, of the Dow Chemical Co., said
yesterday that they were producing 150,000 pounds of indigo per
month, and they could not sell at a profit at less than 65 cents a pound,
We are in the same position, except that we are producing 600,000
pounds a month. We have not got into the more complicated in-
digos, the last word in indigos—brom-indigos. We sell our entire
output for overalls and plain goods. We are keen to get into the big
production. We want to grind it out by the ton and have a big
enough volume so that we can afford specialists on everything., That,.
I think, is the keynote of suceess in this country.

You brought up the question yesterday, or day before, whether the:
big fellow will try to undersell the little fellow., That is the last.
thing a man wants to do. The only place I ever heard about that
being done was in Ida Tarbell’s book on the Standara OQil. T never
heard of it any other place. That is the last thing the big fellow
wants to doj it costs him terribly. He might incidentally put the
little fellow out of business if his yields go up and his costs down
where he can make a very handsome return at a selling price which
will ruin the little fellow, That is the source of these rumors, The
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little fellow finds himself unable to compete. The little fellow fails
because he happens to be ground between the wheels of progress.

Senator Curris, Greater efficiency?

Mr. pu Pox7. Yes, sir. :

Senator Nuoext. It was stated by some of the witnesses who
were on the witness stand before you that that was precisely the
gamo the Germans were playing; they were ‘endeavoring to put
the American manufacturer out of business by importing their dyes
and selling them at a lesser price than they could be produced in
this country, and being somewhat familiar with human nature in
commeorce, and believing it is the same whether & man is a German or
an_American, I asked that question.

Mr, pu Ponr. I think there is a difference in the setting. If a con-
cern in this country had substantially all the business at enormous
};roﬁts and they saw a man who was liable to cut into those profits, a

ittle follow sticking his head up, they might soak him. But here we
have a different situation ; we are growing up together. If we under-
sell him we ave going to sacrifice our profits to use in research and
maybe another fellow will then a&pear and put us out of business,

Senator Nuaent, But you would like to see the color of the man’s
hair who could ;‘)'ut you out of business.

My pu Pont. We wonld be the first to quit if we are not supported.
‘We have the money of stockholders all over the country. Mysolf
and the other men on the executive board are merely the trustees of
that money. If we do not get protection against Germany it is
throwing good money after bad; you would not do that, nor wonld I.

Mzr. Cuoarte. And you could transfer your activities and plants to
other industries?

Mr. pu Poxt. To a certain extent; but the great assets we have is
personnel. It is worth more than our plants.  Your organization so
far as specialists is concerned; your engineers; your research men;
" they are all of so great value that we could turn them into other
channels and make more than we muke in the dye industry. Twenty
million dollars is a large sum; it is perhaps one-tenth of our capital.
It does not kill us to have to give it up and we candidly will not put
in $10.000,000 more, if it is like trying to swim up the Niagara. We
have held up appropriations to the extent of $5,000000 and are
awaiting decision of what Congress is going to do. Eight months
ago it never entered our heads that the dye industry would not he
protected; it scemed so inconceivable that anybody should suggest
such a thing, We did not know what was necessury for protection,
but we were perfectly sure the dye industry would be protected. The
opposition that developed to the legislation in the House began to
frighten us a little bit, and when the opposition came later we simply
did what any sane business man would do, held our money and did
not spend additional capital until this thing is cleared up. If it was
all my money I would go ahead and trust to you fellows to protect
me later, but you can not do that with trust funds. You would not
do it with trust funds, .

Senator NucenT. I do not think you need entertain any apprehen-
sion éls to whether the Congress will protect the dye industry in this
country.

My, pu Poxt. I know, from hearing you people speak, the temper
is to protect it, but will it be “ protected ” in a way which will be a

e
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quick way to kill it; will they say because a tariff protected some
other industry it is a good thing to protect this?
Senator Cormis. I think the general opinion is, you could not put
a duty on that would be protective that the people would stand for.
My, bu Poxm, Precisely.
Scnator Curris. So there must be some other methods found, if
there is one.
My, Cnoare. What about the antidumping law? '
Mr. bu Pox. I have not read that or investigated it sufficiently
to_answer.
Mr, Cuoate. Assume that it depends on the ascertainment of the
costs in Germany?
Mur. pu Poxr. I would not undertake to find that out, what German
costs are, even if I was sent over there with a corps of accountants,
because we are in doubt whether we can determine the costs in our
own plants. There are so many intermeshings. There are so mnany
by-products. What is the fair cost to assess against each of them?
Let me take simple by-products that you know about; that is, the
by-products of charcoal. Originally charcoal was made, like coke
in a beehive oven; you heated it and drove off the volatile parts of
the wood. That was a very simple method. Somebody discovered
that in the gases there were valuable by-products, The wood for the
by-product charconl is now heated in retorts and the gases passed
through condensers. In the distillate you get acetie acid, wood alco-
hol, and a cextain amount of ucetone, and also an amount of tar and
other %)roducts. You neutralize the ncetic acid with quicklime and
get calciumn acetate. Redistill the alecohol mixed with other mate-
rials, and you separate methyl alecohol and acetone and wood oils,
Now, the value of these by-products during the war, if sold on
the market, would pay for the entire cost of the wood and the entire
operation in the plant, so that you have your charconl at no cost at all.
Now, by that way of nccounting we had costs as low as 3 cents less
than nothing for a bushel of charconl during the war, Charcoal was
the thing we were making for the manufacture of black powder, but:
the gathering of the by-products made it appear to cost less than
nothing. Now, how can you approximate the real cost of any one of
them? ~ How can you say what fraction to take as the acetone costs
and how much to take as the wood oil costs? There is no way of
saying, It is purely arbitrary to say 20 per cent on this and 20 per
cent on that. It does not mean anything, .
Now, in the dye industry, the same as in this other industry, by-
roducts come out, and often ench of these in turn produce other
y-products; the costs get all mixed up and are indeterminate. If
you start in with a chain of reactions you do not know what costs
ron have at the end, and the way we study costs is to study yields,
£ vee get 100 per cent yield we are done with the chemical part of it}
itis done. If we get 90 per cent yield, then we have to find out where
the other 10 per cent is, Now, you can_only determine the cost of
the dye industry as a whole, Indigo is different; it is the only item
we have that has no by-products that go into anything else; for
all the things that go into indigo have no by-products, and we can
figure the cost of indigo; it is unique,
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I got out the cost sheets in the dye industry the other day, and
spent an honest day going over them and could not make anything
out of them, and I said I would never again look at them, and then I
went to our technical men and asked them about it, and they said
they had arrived at that conclusion long ago.

Mr. Cuoate. So it would be fair to say, in many cases, the Ger-
man works might state, and truly state, that the particular products
produced by them cost nothing, or less than nothing?

Mr. pu Poxr. I think so. We reported the cost of charcoal less
than nothing during the war,

Mr. Cuoate. And they might figure the cost so low that com-
paratively they would seem infinitesimal?

Mv, pu Poxr. I think so.

Scnator. Curris, Anything further?

Mr. pu Poxr. I don’t know that I have touched everything I may
know about. But the situation is something like this: I have touched
upon the fact that this is really an embargo bill, rather than a
licensing bill, because I believe that inside of a year or 18 months
that there will not be any lic-nses granted. The 1nsufficiency of the
time in the Longworth bill T have touched upon too, but I can not
hammer that too hard. We can do a lot; but there is not the man
power in the country, even if we were all together; we can not at-
tack all the problems and get it all done in two years, even if weo
apportion the workj it is unthinkable; it could not be done.

As to the proper length of time some people have 5uessed five
years. I do not think those fellows have been up against ¢ the game.”
T think we are going to do it quicker than even Germany, but re-
member in arriving at the number of years that if you err on the right
side no harm is done, but if you err on the wrong side you frighten
capital. If capital does not flow into this thing profusely you will
delay the result. It makes no difference to the public whether it is
8 years or 10 years, if we develop the industry and are then able to
beat the Germans.

Senator Curtis. You could repeal it at any time.

Mr. pu Poxt, Don’t say that; you will frighten capital. Capital
is more timid than a woman; it won’t go out in the dark at all.
[Laughter.] : .

In o preliminary hearing we had in Senator Penvose’s office, he
asked a number of us to come down here and give our ideas and
asked us, “ What do you want?” T say an embargo, with a permit
to bring in these things we do not make for a 10-year period. I say
we want, second, a tariff in addition to the embargo; the embargo
may miscarry; put as high a duty as you can get behind the embargo
wall, If the embargo works it don’t make any difference what the
duties are. But if the embargo leaks, put in the second wall, a high
tariff behind; put as high a tariff as you ean get.

T want further then and at the risk of seeming to get a monopoly,
to urge that you should provide that the Sherman law does not ap-
ply to the dye industry, if it is thought necessary in the opinion of
some Government official. I say that not because we want a
monopoly: we do not want it; if we have everybody competing for
the prizes,that is the ideal way. But suppose some unexpected sit-
uation happens, requiring that we get dye makers together on short
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notice to exchange information, some Government officer ought to be
designated to say the Sherman Act does not apply to the dye indus-
tries, because it is in the interssts of the public need, if that time ever
comes. The importance of the matter has not been exaggerated by
what these gentlemen have told you. I am not going on to that ques-
tion, though I feel strongly about it, because you are satisfied. That
phase should be considered. Tt is n good deal to ask, but the situation

. 18 not without precedence.

Our company went through to a dissolution suit with the Govern-
ment and I was one of the victims who was found to be guilty of a
matter which started in 1870—six years before I was born, but I was
somewhat precocious, The Army and Navy said “do not split up
the military business of the Du Pont Co.” So it was not split up.
And it was a wonderful picce of foresight that they did not do it we
would not have been able to do anything like we did in the war if we
had been split up into several independent corporations. But do not
let the dye fellows decide whether it is the thing to do. Let some
Government official decide.

Now, we have heard a good deal about vat dyes; one gentleman,
Col. Wood, made the statement that we promised to get out vab
dyes, though I do not kncw who made that promise; I would like to
know his name. Mr, Herty testified it was recognized that we could
not get them out promptly.  But I can say this to-day we are produc-
ing eight vat dye colors in quantity. We are not putting them on the
market and do not propose to until they are thoroughly standardized.
‘We do not {))ut out one until we can rely upon it; until we know it is
fairly reliable, and we have to run the manufacture n certain time to
be reasonably sure our standards are to be maintained. They will be
on the market in material quantities; not enough to sup(;i)ly the whole
country, but in a material amount, say 1,600 pounds a day. That is
a good deal on vat dyes, though it is not much on indigo.

fr. Crroatr. I would like to ask one question before you go. The
suggestion was made that a number of products was sold below
cost. Tsn’t that inevitable in every business where you manufacture
so many different products? L

Mr, pu Poxt. I think it is inevitable at the beginning where
people do not know what the dyes are. You can not help sometimes
naming prices below what might reasonably be expected to be the
cost.

Senator Curris. The committee will stand on recess until 2 o’clock.

{And thereupon, at 12,10 o’clock p. m. the committee stood on
recess until 2 o’clock p. m.)

AFTER RECESS.

The committee reconvened pursuant to the taking of recess,

Mr. Cuoate. Mr. Chairman, my next witness is on his way here
from the hotel and will be here in a few minutes. In the meantime
fIi want to put in now the petitions from various dye consuming

rIns,

Senator Curtis, Those are alrendy printed?

Mv. Cuoate. This petition itself is printed, and the names of, I
think, seven hundred and odd signers were printed in the House
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record. I want now to put in the names of 300 or 400 other signers,
if T may have permission to do that.

Senator Corris, What is the use of putting in the names? Why
not state that they signed it?

Mr. Cuoare, That will suit me if it suits you. I only want to
call the-attention of the committee to the fact that that petition
supports a license plan like the British, which is a more drastic meas-
ure than the one which we have here,

I believe it will be snid by the other side that some persons who
signed that petition have changed their minds. I have no doubt of
it. I have no doubt that out of 900 men who si%;n any petition some
will change their minds in six months. We shall also be able to
show that a number of the signers of the op]posing petition have
changed their minds. I do not think the details on that subject are
of much importance.

Wo offer that petition as a very remarkable instance, the most re-
markable instance, T think, that has ever occurred of the support of
a protective measure by the industry which must in the first instance
bear the cost of the protection.

Then T wish to put in the record n number of resolutions which we
have right here,

VStonutox' Courrs. That will be all right. Hand them to the re-
porter.

My, Cuoare. I should also like to have inserted in the record a
remarkable article. entitled “ What Germany thinks of the dye in-
dustry from an cconomie standpoint,” from a German publication of
1918, which shows how the dye industry is looked upon by the other
importing industries in Germany.

Scnator Curris, Has that been printed?

My, Cioare. That has not been printed as yet. I have it here,

Senator Curris. Hand it to the reporter, then,

(The article referred to is here printed in full, as follows:)

WHAT GERMANY THiNKS oF Her Dyp INDUSTRY FROM AN LlcoNoMmic Sranp-
PoINT. ITs RELATION T0 OrnER GreaT INDUSTRIES IN WHICH GERMANY Horps
A LEADING I'LACE,

[Bxcerpts from the German Export Guide for 1013, a yearbook of German export fndus.
g(lgbg%tfd and published in English by the Hauseatischer Export-Verlag, G. m, b, II,,

WHAT GERMANY THINKS OF HER DYE INDUSTRY,

In an article on Germahy’s chemical industry, Dr. Horney, general secretary
of the assoelation for safegunrding the interests of Germany's chemical indus-
try, snys regarding the importance of this industry economically :

whe ultimate aim of the development within the chemieal industey is, firstly,
to reduce more and more the prices of the finished products by means of a
continuous improvement of the processes of manufacture, and furthermore to
obtain materlas which are at present extracted from vegetables by synthetle
processes on a larger scale in a less expensive manner, in equal or better quality.
There Is no industey In which such extraordinary revolutionary changes have
taken place in such a short time us In the chemical industry, A new method
for the manufucture of a certain product can completely disarrange and revo-
lutionize the entire manufacture within the shortest time. Thus the soda
works working according to the older, so-called Leblane process, after a hard
fight and within a short time had to leave the field to the nmmonia-soda works,
employing the process of the Iielgian, Ernest Solvay, Greater still were the
alterations which arvose, and are still continually taking place, in consequence
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of the fuct that chemists succeeded in extracting in a synthetic way the most
Lenutiful dyes, drups, and perfunies from hitherto low-priced waste products,
as, for Instauce, coal tar. When in the seventies manufacturers succeeded in
producing synthetie alizarin on u commercial scale, the cultivation of French
madder, which hnd before shown such good returns, became ruined in a com-
paratively short thne, The most striking instance, however, i8 the manufacture
of synthetic indigo, in which, in 1897, a German firin was successful after 20
vears of experiments, While formerly the Aslatic countries, especially British
India, had supplied the world’s consumption of indigo, the state of affairs
‘(::mnged at once after the production of artificial indigo had heen taken up in
ermany.

“The following table of Germany’s imports and exports of indigo may lllus-
trato this fuct, Up to 1897 the quantity of indigo imported into Germany
amounted to nearly 40,000 hundredwelght, of which 12,000 hundredweight
were reexported to other counteles. After that the imports and exports de-
veloped us follows:

I Imports, | Exports.

20,724 8,300
22,150 27,480
11,286 37,450
12,000 53,400

1,030 230, 548
1,38 388; 600

“At present (1913), Germany buys only a small quantity of indigo, and
on the other hand, supplies not only the Buropean countries but also to a
considerable extent British Indin, Ching, and Japan. In 1910, the exports
of indigo to British Indin amounted to 7,460 hundredweight; to Chlna 123,040
hundredweight; to Japan 16,000 hundredwelght; to the Duteh Indies 8,000
hundredwelght, .

“As o result of the synthetie production, an equally radical change has taken
place with regard to the price of indigo, While in the German export trade
statisties, indigo was once valued at 600 marks per hundredwelght, the value
of Indigo has of Inte years been given at only 100-123 marks. The superiority
of syniietic Indigo is not only founded on its cheapness, but above all, on
its better qualities as compared with vegetable indigo. These fuets which
apply also to numerous other dyes, have caused the tremendous development
of the German color industry, and have secured for it a predominant position
in the world's market,

“The phurmaceutical fndustry has developed in s simflar manner and its
exports have inereased fourfold since 1880, At the same time the -average
value of pharmaceutienl produets has, however, sonsiderably decreased, which
fact s not only to be ascribed to keener competition, but, more especially, to
the great improvement in the manufacturing processes. In the last two de-
eades the German pharmaceutieal industry has presented the medienl profes.
slon with a large number of new and important remedies that have attained
great importance In the fight against sickness and epldemies.

“It iy Just this hand-in-hand work of scientifie research with industrial
enterprises that have given the chemical industry sich enormous development,
Occaslonnl suceesses, us for instance, the discovery of salvarsan, the cure for
syphilis, which was not the result of accldent, but of lahorlous research, only
brnlug the value of such work more prominently to the notice of the world
at large,

“Then again, the most strenuous attempts are belng made to produce
those raw materinls In the country itself, which to a considerable extent are
being hnported from other nations. Germany's great wealth of conl is kuown,
ay 18 also the fact, that by the proper utilization of conl the most valuable
products can, to a certain extent, he produced, which would be entirvely lost
were the coal consumed in the ordinary way.

“In no other country has the distillation of conl tar taken on such enormous
proportions, for the very good reason that no other country possesses an in-
dustry capable of handling such quantities of by-products to be further worked
up into articles of commerelnl value, While n paret of these by-products is
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employed in the color, perfume and drug Industries, the greater part of the
oils, distilled from the tar, is used for impregnating purposes, as fuel for mo-
tors, ete, and the ammonla obtained at the snme time furnishes excellent
artificial fertilizers for agricultural purpeses. Chemical technology has also’
a great progress to record in the matter of explosives. The chief object in this
speclal branch has been to manufacture explosives for industrinl purposes
which could be handled with a minlhmum of danger and without losing any-
thing in efficlency. The satisfactory results obtained have contributed largely
in the course of the last 20 years or so in ineressing and establishing the
importance of the German explosive fndustry, whicn i3 now (1913) in a posi-
tion to supply safety explosives and blasting agents for every possible purpose,
and to suit all requirements.”

In speaking of the wonderful results achleved by Germany in the pharma-
ceutical industry, the Union of Pharmaceutical Factories states:

“The brillinnt progress in sclentific research, particularvly in chemistry and
medicine, gave the chemieal pharmaceutical industry a lasting and valuable
incentive to turn the results of theoretical and clinfcal experiments and labors
to practical and profitable account. This harmonious ecooperation brought
ahout successes in Germany which place her, so far as this industry is con-
cerned, ahove all other countries, The best proof of this is that forelgn im-
ports have diminished year by year, ‘while exports show a steady increase,
The imports of pharmaceutical products, which amounted in 1907 to 6,720
hundredwelight, dwindled down in 1911 to 5,304 hundredwelght, while the ex.
ports of 18,020 hundredweight in the year 1907 increased in 1011 to 20,420
hundredwelght, Exports, therefore, were always several times larger than
imports, and in the course of the last five years have increased 60 per cent,
while fmports in the same time have diminished 20 per cent, To-day it may
be state? with satisfaction that in many countries the German origin of phar-
maceutical products {s considered a pledge of their good quality.”

In speaking of pharmaceutical cosmetic preparations, the same writer hopes
for a larger trade with the Americas In the high class cosmetics,

“It i1s to be hoped that the large transatlantic import houses In particular
will not longer confine themselves to seeking only the cheapest preparations
of this kind in Germany.”

Again, with regard to extracts, pills, capsules, tablets ointments, etc,, the
same desire for a larger world market, as follows:

“ Large German export houses should especially try to convince their cus.
tomers that nowhere less than in medicnments ought the cheapness of the price
to decide the acceptation of nn offer. The task will become all the more lucra.
tive as the work of enlightenment progresses, for that alone will enable firms
to retain thelr present markets and acquire new ones.

“A particularly gratifying result has followed the manufacture of india
rubber plasters which were originally brought into Germany from the United
States. These indin rubber plasters ere made in Germany, of such excellent
quality, so conveniently made up, and so well adapted to the varlous require-
menty, that they can stand every comparison with the more expensive American
ones.”

In an article on the German color and varnish industry by Mr. A. Gravell,
page 500, the following statements occur:

“The color industry by its enormous consumption of raw materials has cre-
ated new markets In Germany for many foreign branches of industry and has
outdistanced forelgn competition. Sclence and technics have joined hands in
order to lend the German chemical industry a preponderance in the world’s
markets which can never be done away with, It supples to-day four-fifths
of the total requirements of all industrlal countries,

“ Yt is a remarkable fact that the German conl-tar industry exports 75 per
cent of its output, while in former years all coloring matters had to be im-
ported from abroad,

“"Phe total foreign trade of the German color and varnish industry amounted
in 1011 to 16,436,128 hundredwelght, valued at 420,641,000 marks, the share of
the color industry amounting to 11,073,700 hundredweight, valued at 208.663.000
marks, The importation of raw materials for both industrles amounted in 1911
to £.600,152 hundredwelght, valued at 103473 000 marks, The exports of manu-
factures in the year 1911 amounted to 5,050,402 hundredweight valued at
271,044,000 marks, The color Industry partlcipated in these figures with
4,437,014 hundredweight, valued at 234,212,000 marks.

“he color and varnish industry enters more deeply than any other into
almost every branch of the finished goods trade and is therefore unmistakably
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-dependent upon the state of business in that trade. This s, however, not the
only factor deelding the position of the color and varnish industry ; commerelal
relations with varlous countries and competition have recently caused an altera-
tion of the markets for the products of the German color and varnish industry.
"The importance of the large economie flelds for the exportation of colors and
varnishes appears to be approaching a culminating point, wherein the smaller
countries participate to a continually increasing extent, The five countrles
with which Germany chiefly trades had in 1900 a share in the exports exceed-
Ing GO per cent, while their share to-dny (1913) does not reach G0 per cent.
“Thus, for instance, Great Brituin, which for many years held the firsg place
in the exportntion of German colors and varnishes, in 1910 already had to
relinquish this position to the United States, although the exports to the United
States Jind not increased in the same degree s before,  Also Austria-Hungary,
which formerly always held the third place, has had to surrender that place to
?hl}nn; and British India, the Netherlands, and Spain had to give precedence
o Japan, .

"As to the principnl export articles, the products of the manufacture of
aniline colors take the first place; they form 74 per cent of the totnl German
export of colors. The extraordinary circulation of German aniline colors is
not only owing to their excellent quality and rvichness, but also in a large
measure to the system adopted by the aniline color factories for the training
of the dyers and the adaptation of the dye works to the process of aniline
dyeing, whereby the brilliancy and fastness of the aniline colors were first
brought to the knowledge of a larger public,

“The’ white colors (zine-swhite, white lead, lithophon. and barium), bronze
colors, Inc-varnishes and varnishes, the blacks and printing inks, and also the
various blue colors are ovdered almost universally from Germany on account
of their unsurpassed qunlity and cheapness.

“Another peculiarity of the German color and varnish industry is the crea-
tlon of new bhranches of industry or the promotion of technleal knowledge in
existing industries. For instance, a new industry of this kind is the manu-
facture of artificinl stone, artificial wood, and artificial marble, which only
gained importance and became efficient through achievement of certain color
factorles, The object aimed at was to manufacture colors that would resist
the influence of lime, cement, acld containing wash, wind, and weather, and
success has rewarded these efforts, Through thilg success it is possible to-tay
to manufacture fireproof senmless floors of artificial wood in pleasing shades
.and to usxe colored artificial stones that are cheaper than natural stones and
which often surpass them in hardness and beauty. In transatlantic countries
‘there I8 always a lucrative opening for artificlal wood and stone industries,
wherever a good deal of bullding is going on, and consequently a lively interest
is taken in the speclal colors in question,

“In the color industry alone in 1909 there were 20 joint-stock companies with
a paid up capital of 144.44 million marks, On this investment there was real-
ized (in the one year) a clear profit of 321 millfon marks."

As regards printing and lithographic inks, according to the statement by the
German Printing and Lithographic Ink Manufacturers’' Association, about half
of the total output of German printing and lithographic ink makers finds its
way to forelgn countries. '

“The enormous development experienced by the chemleal and mechanical en-
gineering industries in Germany was bound to exercise an important influence
-on those hranches of trade whose aim it is to describe and depiet the wonders
and hrillfancy of nature for the henefit of the public, Hence we find that the
improvements made in the construction of power-printing presses and the man-
ufacture of color and paper have enabled the graphic trades to forge ahead in
a way that far exceeded any expectation, Nowadays we come across crea-
tions of the graphic arts which can only be deseribed as works of art. A large
portion of this success is due to the quality of the colors employed.

“The coal-tar colors form the most important basis for the manufacture
of colored printing inks. They glve better impressions and have a greater
permanence than natural color stuffs. Color printing may well be sald to
date from the introduction of conl-tar colors. To these and their manufac-
turers Is due the large development of color printing. It was only with these
that 1t became possible to bring three and four-color printing to the high

« state of perfection it has now reached.”
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THE RELATION OF THE DYE INDUSTRY TO OTHER GERMAN INDUSTRIES OF
IMPORTANCE,

The excerpts already quoted above indicate the importance of the dye in-
dustry as an integral part of the great German chemienl industry. By nieans
of it Germany is able to handle the by-products which are obtained in the
varlous processes of the chemical industrles, such as, for instance, in the
manufacture of by-product coke. It has also been stated that the dyestuffs
trade enters more deeply than any other into nlmost every branch of the fin-
ished-goods trande. The statements of German experts on the development and
Importance of some of these trades which are directly dependent upon the
gemmggi}ge industry, will be given, taken again from the German Export

uide 3

GERMAN PAPER-MADE GOODS INDUSTRY.

“To this Industry is due a large portion of the lithographie productions,
writing books, writing blocks, calendurs, toys made from paper and other
articles that have sprung from the fmprovement of paper making and used
the world over.”

German dyes play a large part in the attractiveness of such articles as
also in the manufucture of office requisites, some of the most important of
which are ink, typewriter ribbons, and carbon paper.

THE GERMAN CERAMICS INDUSTRY.

“In the two most Important ceramic industrles, in the manufacture of
chinn and earthenware, Germany, the mother country of china, occuples
the highest rank In the world’s market. The large State establishments have
turned thelr attentlon to the development of new technical processes and the
invention of new and more advantageous methods of working,

““ A specinl branch of the porcelain industry, which is cultivated in o great
many factorles, is the manufacture of chinaware for chemical and technieal
purposes. The sale of these articles is not confined to the home markets,
for there is hardly a spot on earth where they are not in constant use nmong
men of sclence. In modern times the manufacture of insulators has acquired
growing importance, owing to the flourishing state of electro-technics. Tor
these things German factorles rank high,

“The earthenware factorles are mostly large concerns employing many
hundreds of workpeople. Among them are some that have acquired fame
throughout the world by thelr tasteful artistic decoration, or the careful ex-
ecution of specialtles in fine earthenware.”

This industry coulil not develop If it were not for the high state of produe-
tion in the chemical Industry largely stimulated by the dye industry.

THE GERMAN TOY INDUSTRY.

“The German toy industry belongs to those German export industries, the
productions of which have found thelr way into all countries of the earth and
have hitherto not met with serlous competition in the world’s markets.”

The attractiveness of these German toys, made 9f wood, papler-mfiché, and
metal, are largely dependent on the attractive colors furnished by the dye and
varnish industry. In this class belongs also the Christmas tree decorations
for which Germany is famous,

THE GERMAN TEXTILE INDUSTRY.

“Among Germany industrles, next to the machine construction, the textlle
trade ix the one to which most tmportance may he attached., If we consider
that it employs over a million hands, or, in other words, about one-tenth of
the workmen employed in German industry, and that its yearly output
amounts to some 33 billions of marks, it can be easily realized that we nre
dealing with a very important industry indeed. It is also in this country that
wo find the briskest export and fmport trade. innsmuch as only one-fourth of
the goods produced from the imported raw materinls are ahsorbed by the home
markets and a good three-fourths find their way into foreign lands,
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“The German cotton Indu try now (1013) stands next to that of Great
Britain and the Unlted States, In 1911 she exported the tollowlng cotton-
textile produets (value in marks) :

Cotton Fabrles . e 148, 271, 00
Cotton gloves, hale RetS e 26, 959, 0V
Yelvet-o .- - —— 7, 393, 60D
Velveteen. e 6, 516, 000
Latce and embrotdery - ooooe oo : —— 41, 759, 000
Stockings und socks -~ 04,017,000
IO WORE e e et e e e e 20, 004, 000
Woven goods and network. ... - 10, 932, 000

Cotton yarn H9, 200, 000

“Of these the United States imported lace valued at 17,600,000 and ho fery
valted at 13,500,000,

“The (German waool industry has undergone a similar development. In 1911
Germany exported (value in murks)’:

Woolen fabrics, cloth 204, 088, 000
Woven, spun, and net fabrics. 217, 800, 000
Plush 11, 897, 000
Carpets 8,478, 000
Woolen felts. Ld %, 976, 000
Woolen yarn 88, 100, 000

“The German sik industry established its world-wide reputation chiefly on
its velvets. It is also on an equality with its Lyons and Milanese competitors
in the manufacture of silks, sating, and other tissues, Very large quantities,
especially of tissues, trimmings, and imitation silk go to the United States.”

The quality of these German textiles i3 dependent upon the quality and fast-
ness of German dyes. Large dyeing works have been developed, while the dye-
ing process hus been raised to a high technical level,

“It is quite the practice for foreign manufacturers, for instance, to have
their raw silk dyed In Crefeld.”

THE PHOTOGRAPHIC ARTICLES INUDSTRY.

The photographte articles industry is also dependent upon the dye industry
for such articles as its sensitizing dyes, ete. In Germany there are 400 fac-
torles engaged In the production of photographic sccessorles, among which
there are 65 chemical works. In 1010, 5,698 hundredweight of chemical prod-
ucts, valued at 1,425,000 marks, were exported, Allled with the coal-tar color
works are the gns works and the coke ovens. The basls of all such industries
consists in. the varlous products obtained by the distillation of conl, gas, tar,
ammotda, ete.

MACHINERY INDUSTRY,

Upon the success of the dye Indistry is more or less dependent the success
of the industry devoted to the manufacture of chemical machinery, such as {8
used in making artificial fertilizer, ammunition, machinery for preparing tab-
lets. pillets, pastilles, cubes, in steam exhaustng and condensing plants, mixing
and kneading machines, drying plants, extraction appuaratus, plants for crush-
ing, filter presses, ete.

Tt s also true that just as the finished products are dependent upon the dye
industry, so also the machine industry, which supplies the machinery for these
industrles is lkewlse stimulated by the market which these finished goods
acquire, which i1s determined in no small degree by dyes used in their manu-
facture. In, the machine industry Germany has gained her highest place.
Among the varlous kinds of machinery which are indirectly affected by the
dye tndustry may he mentioned machinery for textile industry, for bleaching
works, laundrles, ete,, machinery for the manufacture of paper, machinery for
the bookbinding establishments., Printing machines for book, plcture cloth, and
wall paper, machinery for working leather, wood, and rubber. Manufacturing
plants for brushes, Machinery for mining, Machinery used in the ceramic
arts, for clay, cement, graphite, for brick and tlle making, and glass works,
The machinery exported by Germany cquals from 85 to 40 per cent of her total
output.
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STATEMENT OF MR. E. H. KILLHEFFER, VICE PRESIDENT NEW..
PORT COMPANY, MILWAUKEE, WIS.

Senator Curris. State your business, please,

Mr. Kmruerrer, I am vice president Newport Company.,

Senator Curris. Where do you live?

Mr. Kinerrer, In New York, It may be intevesting if I stute:
my former connection, which was chief chemist in New York for one:
of the German houses, Kalle & Co.

Mr. Chairman, Mr. du Pont has already told a very complete
story from the standpoint of the manufacturer, and so I will be most
brief. There are just a few remarks that I might add. 1 might say
in starting just what Mr. du Pont said, that what the manufeaturer
really feels that he needs is just as near as he can get to an abso-
Iute embargo without actually hurting the user of the dyes. We did
enjoy just that during the war period, and that is the only reason
we were nble to develop to the extent that we did in that compara-
tively short space of time, With the protection that we are now ask--
ing for it is reasonable to suppose that our development from now on
will be a great deal more rupid than it was during the war, beenuse
of the fact that our plunts were taken up for various kinds of war
work during that period.

On the subject of the antidumping law, there are just one or two
thoughts I might suggest. I believe that almost any form of anti-
dumping law that could be devised would be inndequata,  If T may,
I will refer for a moment to a color that you mentioned yesterday
or the day before—Rhodamine B. .

Rhodamine B-extra, or B-concentrated, which was the highest con-
centrated form in which that product came into this country before
the war, soid in this market for 95 cents a pound. That included
duty. ocean freights, and other expenses connected with selling.
Rhodamine B-concentrated, as sold here to-day, sells for $25 a pound..

Assuming that the cost of German manufacture has multiplied
by five or six or almost any multiple we might want ta use, we would
still have a price for Rhodamine B-concentrated, ns it would be
brought in by the Germans, that would require for adequate protec-
tion a rate of duty that would be entirely out of order before we
could get a price anywhere near the price of our American cost.

But probably the biggest factor in the consideration of anti-
dumping is the fact that all kinds of colors—and I speak now of
some of the most ordinary, direct colors or acid colors—can be so
altered by very simple means that they could be brought in and ap-
parently have no relation whatever to various known colors. and
there would be no basis therefore on which to establish any value
for the assessment of duty or other purposes,

Mr, Crnoate, Or antidumping provisions,

Mr. Kipurrrer, Or antidumping provisions. We cauld, as was
often done, in the old duys, take several products that were well
known and, by careful blending create a product which would be
sold under a new and fancy name for some particular purpose. That
product would have a value all its own, and could not be compared
with the various known colors,
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One item that enters into the cost of our products here also, which
is probably of some importance, is this: When you speak of the dif-
ferent values of colors made here and colors of German origin it is
well to bear in mind that, due to the general conditions, labor and
other conditions, the labor cost per pound of dye made in this coun-
try, in a very great number of cases, if not, in all, exceeds the price
at which that dye was formerly sold in this country: so that the
obstacles that we have to overcome are not only obstacles of progress
in the art, but obstacles of experience.

On the subject of Rhodamine it might be interesting to state, just
as a matter of record, that in the case of my own company we
brought herc from Switzerland the inventor of Rhodamine, expect-
ing to produce a dye which was very much wanted and which had
been used as a sort of argument. We had this gentleman in this
country for a number of months, a year and a half, working on this
problem, and even he, who was the inventor of Rhodamine, found
that conditions in this country were so different as to apparatus, as
to raw materials used, and every other condition, that he had the
greatest difficulty in producing n product that he of all men should
have been most familinr with,” And even after he was successful in
our luboratories, we have for the time being put Rhodamine on the
shelf, because it is a product the manufacture of which is quite com-

licated, .involving a great number of steps with a consequent loss
in yields, and are waiting before we go ahead with Rhodamine, as
with some of the other colors that are wanted very badly—namely,
some that come in the series of triphenolmethane dyes—until we
know just what we are going to et in the way of protection,

That brings us back again to the statement of Mr. du Pont, that
capital will wait and be sure of its ground before very grent progress
is made in the still inissing links in our dyestuffs production.

The matter of by-products was also touched on this morning, and
the difficulty of accounting methods connected with them and prop-
erly assessing the costs over the various products. There is very little
I might add, except to sny that by renson of proper protection, pro-
viding we get it, we can make rapid progress, and when we get our
industry well rounded out it is reasonable to suppose that our costs,
which we admit are high now, will be very materially reduced by
reason of the use of these various by-product intermediates,

I do not think there is anything that has been left unsaid that I
can add. R .

Senator Cunrtis, From your experience in this business, how long
a time do you think, if the license system is adopted, it should be kept

“up in order to give you ample protection?
Mr. Kiuuerrer. 1 would say a minimum of five years,
Senator Curtis. In yvour judgment the antidumping law would
* not give the industry the protection needed? .

Mr. Kiruerrer. T do not believe it would; no, sir.

Senator Crrmis. For the reason given by you a moment ago?

M Kmunerrer, Yes, sir,

Senator Crrris. That is all,
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STATEMENT OF MR. E, ¢, KLIPSTEIN, PRESIDENT OF E. 0. KLIP.
STEIN & SONS 00, AND TREASURER OF A. KLIPSTEIN & CO., IM-
PORTERS, 644 GREENWICH STREET, NEW YORK,

Senator Curtis, Proceed, Mr, Klipstein, and make any statement
you may desire,

Mr. Krapsrein, I have been in the business of importing dyestuffs
in connection with A, Klipstein & Co,, of New York, ever since 1880,
beginning with the importation of dyes when there were not more
than a dozen of them on the market, and I have been in that busi-
ness ever since, For somcthing like that same time we have been the
.agent of the Society of Chemical Industry, the Swiss manufactur-
ers of dyes, and I have had the handling of all they produced in
those 40 years. Consecquently, I know the importation side of the
business pretty well.

I have been on both sides, and this whole thing, in my mind, comes
down to two or three very simple propositions. There has been a

reat deal of talk and fuss made about all sorts of things—German
influence, and this, that, and the other, but when we cipher it all
down it comes to a very few plain propositions.

In the first place, you have got to take into consideration the fact
that the buyer and the seller are natural enemies of each other. The
man that wants to buy wants to get it as chenp as he can, and the
man who wants to sell wants to get as much as he can. You have

ot it back in the Proverbs of Solomon: ¢ It is naught, saith the
uyer, Then he goeth away and hoasteth thereof,” It is the same
rinciple; it does not make any difference who wants to buy dyestuffs
10 is goingNto get them as cheaply as he can.

Senator NuoexT. And the man who sells them is going to get as
much as he can.

Mr. Kripstein, He is going to get as much as he can, and he has
to if he wants to live. He has to get enough to make a profit, or go
out of existence,

What I was going to say is that when this class of business com-
menced prices were ten times higher than they are at present, and
vet the consumer went on using them, They bought them and found
a use for them at that time. Then the Germmans—they ave accused
of committing a heinous crime by coming in here and trying to get
things on the free list. But they understood human nature 'Iper-
fectly, and they used it. That is all you can blame them for. They
knew that an American textile manufacturer wanted to buy—at that
time the great thing was alizarin; he wanted to buy it as cheaply
as he could get it. They had no influence with the United States
Congress at all, but the Senators and the Representatives live in the
different States and the Germans simply woent to those States and
found the consumers in those States and said, “ Look here; you go
down to Washington ; you can fix it up with your Senators and they
will work for your interests.” And they did, and the result of it
was they put alizarin on tho free list, and that was the first big dye
that came in,

Other things followed in natural order ever since, so that when
this war began 45 per cent of all tho dves were on the free list,
and that 45 per cent included alizarin and all its products; it included
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indigo, but not the products of it, because they did not lmp{)en
to be made by this German concern that had engineored this deal
through its consumers. That was perfectly natural. You could not
Iilgnw the Germans for doing it, and nobody else can blame them for
doing 1t. :

Tlga final result was that we were in this position here: We
had no raw materials at all, The raw materials for the dye industry
are the products of coking. You make coke when you want to make
steel. Now, in order to muke these by-products, you have got to
put up very expensive coke ovens, We could muke coke over here
without the cole ovens; we could just go and take an old bee-hive
oven that cost hardly anything, But what was the use of mank-
ing these by-products? You could not sell them if you made
them. There was no industry over here to use them. England,
France, and Germany were already producing all that the dyestuffs
industry could consume, and nobody would think of going to work
and putting in a coke oven to make these by-products because it
would not pay. They were not going to put money into & coke oven
for nothing, just for the glory of having that stuff made here in the
United States. The consequence was that when we came into the
war we did not have any coke ovens, and we did not have any of
these by-products at all.

Now, to illustrate what those by-products mean. I started into
the manufacture of dyes about 33 years ago. I had to buy all the in-
termedintes, so-called, all these by-products; I had to buy them in
Germany from the other dye makers, Well, T ran along for four or
five vears, and one lucky duay for me the {)Imut caught fire and burned
down. I took the insurance moncy and put it in my pocket, very
much to the disgust of the people we were cmploying; and I went
over to Iurope and looked around to buy the things that we had heen
making, I found that I could buy themn—TI figured it all out at the
time—20 per cent cheaper than we could make them, and we could
make them by the same processes ns they, But, as you can very readily
understand, the German dye maker was not going to sell raw mate-
rinls to a competitor over here in the United States behind a tariff
wall cheap enough to create com‘)etition.

Three or four other concerns kept on all those years, but I never
heard of them making any money. 'The Schoelkorfs kept it up for
the longest time, but I think it finally worried old man Schoelkopt
to death.

The Germans were planning for this war since 1870; 50 years ago
thoy began, They knew perfectly well what they were doing. They
understood the connection hetween the dyestuffs industry and the ex-
plosive industry and munitions, They understood it, and the Ger-
man Government backed up their exporters in getting the domination
of the dyestufl industry: not becanse they wanted to sell their stuffs,
but heeause they wanted to keep their trained chemists, because they
wanted to have organizations that were alive and ready, so that when
the time did come they could put their hands right on the people to
make all the explosives they wanted, and the other nations would
not have them. That was what was in the Germans’ mind. They
knew that we did not think about it over here, beeause we were not
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thinking about war. That is the whole truth of it. So, when we
come right down to it now, we have got to take the view—that
for us, now, it is also a_question of munitions. As a matter of fact,
the dye industry has simply furnished the means of turning mod-
ern chemical knowledge to account,

When they discovered the atomic theory and got a little further
on they commenced to be able to do something with chemistry. But
it cost money to do that, and they had to find something that
would pay the men for doing the work, and the first thing they
struck was the dyestuff industry, and it has remained ever since.
That is the reason why the dyestuti’ industry has contributed so much
to the advance of modern chemistry.

It is on that, as we see it to-day, that all national defense or of-
fense is going to be based from now on. 1t is going to be a chemical
offense or defense rather than just simply a mechanical war. And
the further we get on the more it is going to be that, and if we
want to keep in the game of chemistry we have got to maintain
some industry that will enable us to hire chemists and train chemists
and put our people into the real spirit of developing chemistry.

The only thing I can see at the present time that will do that is
this dyestuff industry, That is a very simple proposition that you
have got up before yon—supporting that industry more for that
purpose than for anything else. That is the view I take of it to-day.

Now, with reference to how we arve going to do that. In the fivst
place, as Mr. du Pont has alveady stated. the question of capital
plays a great role, .And nobody is going to put_money into some-
thing without getting something back from it. That is the reason
why we had no coal tay intermediates then, and that would always
have remained the reason. If it had not been for this war we never
would have had the development of the conl tar intermediates that
we have got to-day. In consequence of the exigencies of the war,
we have done in five years what it would have taken us 25 years to
do otherwise.

Now, that has come about nccidentally. We can make the inter-
medlintes in the United States to supply the whole world with dye-
stuff if we need to do so. There is no question about it. But of
course the intermedintes are going to be manufactured on the other
side, and there is going to be an overabundance of them in the
world from now on, unless they find some other uses for them, which
they will do.

So, the question is about the capital, Al we have to do is to mnke
use of what the war has thrown into our hands, Then the next
step that comes up is. of conrse, the question of chemists, the ques-
tion of people to do this. Tt is very easy to make all of these prod-
uets, They ave little. simple problems that you get in a primary way
in the technical schools of the country, Anyone ean go to work
and make these dyestuffs with their students, but. when you come to
denl with a plant that costs $125.000 and material that costs $20,000
for a charge it is n very different question. You have to have the
experience, our people have got the experience and they ecan
not do it,

T can give you an instance that will illustrate that better than
anything else. There was a certain raw product that T wanted to
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make. It was absolutely necessary to several others, I had a man
that made it beautifully in the laboratory, so I said, “All right; now
put in the machinery.” He designed the machinery and started
to work, On the first operation he got about a 2 per cent yield.
He made a second one. We kept on for three or four months,
and he never got any higher than a 10 per cent yield, which made it
absolutely impossible,

I turned it over to somebody else, and he worked on it for a month
or two and could not get anything, Finally I put it back under the
first man again.  He had been thinking about it in the meantime and
watching what had been going on. The very first day that he started
the old machine up, the snme machine. he came back and said he
was getting a 90 per cent yield, that it was all right, and that he was
going on,

Now, what do you suppose made the difference between suecess and
failure there? 1t took {ﬁm all that time to find it out. e found
out that he was running the stirring apparvatus in his test kettle
five revolutions a minute too fast, e slowed it down five vevolu-
tions & minute and got what he wanted. That is very simple, but
that applies to every single thing you want to nke, We huve got
to take the time to do it or we have got to get somebody that alveady
knows how to do it.  Somebody has got to have the patience to stay
behind those fellows while they work it out and be willing to put up
the money while they experiment, or else he has got to send over
to Germany and get the chemists out of the plants where they have
been doing it for 20 years, That is where the element of time comes
in, and the element of the chemists,

Al we need is time, and we enn mnke anything, Tt is just a ques-
tion of whether it is worth while, and it is only worth while it we
look ut it from the stundpoint from which the German Government
looks at it: that is, that the dyestuff business is a sehool wherve you
cun teain chemists to have them ready for future defense, That is
about what it amounts to, and you gentlenien ave to he the judges
between the buyer and the seller or between the American conswner
heve who wants the stuft cheap and the producer. 1t is for you to
say whether it is worth while for the people of the United States
to tax themselves enough to keep at it long enough to put the indus-
try here. That is the very simple proposition that it comes down to.
It is not a question of patriotism or anything else,

That principle of buyer and seller comes right in again to-day.
And you ean nat blame the Germans,  They have got their industey
there now, munitions or no munitions, and they want to make it pay
again, And you can not blume them if they come over here and got
the American textile manufucturers, or whoever consumes colors,
to go to their Congressmen and get them to make these things
chenp by the tarvitf,

We know it was these various German dye factories that made
the munitions, as the gentleman said this morning, that sank the
Lusitania, that killed 47000 of our own wen. maimed 180,000 of
them, and cost the United States 312000000000, And you will find
seople wanting to get stufl’ from those plants to-day just us they did
Lofnro. You can not blame them, beeanse they want the dyestuffs

cheap.

:h—-_m
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The dyes that everybody has been making such a fuss about are
vat dyes. A vat dye is a dye that dyes like indigo. Indigo is blue
when you see it. It is insoluble; it ‘can not be dissolved in water,
Now, you put indigo in the vat and you put hydrogen in, in some
form, which takes the oxygen out of this indigo, and as soon as you
take away the oxygen the indigo becomes white. It loses its color,
but it also becomes soluble at the same time. It can be dissolved in
water. In consequence of this solution in water you can apply it to
fabrics. You make indigo white by taking the oxygen oat of it;
then you put it in a vat and you put cloth in and it absorbs the indigo.
Then you bring the cloth out, expose it in the air, and it is reoxidized,
becomes insoluble again, and becomes blue,

The most recent researches in chemistry, the great advances that
they have made over there, have led to the making of a great many
of these vat dyes. It is the simplest way of applying dyestuffs. You
have no second operation; it 1s all one operation, and that is the
reason people like it so much. They apply that not only to indigo
but to every kind of color they can apply i to. They are making
red, and yellow, and a superior blue—all vat dyes. They are being
mude and shipped over here by the Swiss nlso. .

The Badische Anilin & Soda Fabrik discovered this principle a
little bit sooner. They made these dyes out of the origim\} raw niate-
rial that they had made alizarvin out of—anthracene. They found
out how to make un indanthrene blue, They transform anthracene
into a powder that is blue. You reduce it the same as indigo and
make it white and it becomes soluble, Then you npi)lv it to the fab-
ric. oxidize it again and it becomes blue and insoluble, They nre
also getting reds and all the rest, and those ave the colors that are
wanted at the present time,

There is one other anthracene derivative which is important to
the woolen industry, and that is the old alizarine blue. It is not a
vat dye. but it is probably of more importance than all the vat dyes,
because the vat dyes go more into faney things.

The reason we have not made those things over here is because we
have not any anthracene in our coal over here. The coal in Great
Britain makes the best anthracene, The English used to supply
Germany, but they are now using the anthracene they make them-
selves. Chemists have also found out how to make vat dyes, not from
anthracene, which is very searvce. but from naphthalene, and that is
what we will have to come to, and we will have to wait until we
can do it.  On account of lack of anthracene we have to work it out
with pthalic anhydride, which involves making anhydric sulphuric
acid: that is also being made here, or ean be made here.

It is only a question of time when we can do it, and it is only a
question of whether you want to give the American manufucturer
time enough to do it. There is no use grumbling at the Germans for
wanting to bring the things in. T have seen in the newspapers lately
the ery that these dyes are wanted for making shirtings. T happen
to be selling the Swiss product, and T know wo can not get half
enough of them. Their principal use is for men’s shirtings-—violet
and blue,  Now, it is only a question of whether the young men of
the United States might not wear white shirts for another six
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months or a year, rather than make such a hue and cry about getting
two or three of these dves. I think they conld do it: I think we can
wait that long,

There is another question connected with all those dyes in can-
nection with the chemical foundation. \When alizarin was first made
—that was the first eapital dyestuff—there were two patents taken
out for it, and I believe both of them in the United States on
the same day. One of them I think Perkins discovered in England,
and the other was discovered by a chemist by the nume of Gracbe, who
was working for Badische as far as I remember. Those patents came
into litigation, and it was decided that the Badische patents had a
priority of a few hours in application. Consequently they got the
patent, Alizavin at the time that decision was made was selling at
about 25 cents & pound. As soon as that case was decided the price
commenced to go up until it finally renched $1.25, where it stayved
for several years.

Myr. Merz. It reached $1.65.

Mr. Krarstein, As much as that? Anyway thev were selling about
1,000,000 pounds a year in this country, and you could easily figure
$1,000.000 profit. 'T'hat is what enabled the Badische Co, to support
200 or 300 trained chemists to pursue their investigations. That is
what gave them the start in doing it; it also showed every family
in Germany that it was worth while for a young man to study chem-
istry, and that is what really gave the impetus to the whole industry
—~that patent,

A few years later the Supreme Court decided that the claim in that
patent was that they made actual alizavin, the sume as was found in
the old plant madder, and the United States Supreme Court said,
vou can not patent a natural article, Consequently the patent was
thrown out, and the alizarin business was opened to competition, and
within six months the price dropped to 25 cents and finally got down
to 11 cents. Then they formed a combination over there, and finally
put it up to 14 or 15 cents and have kept it there ever since,

My, Cnoate. Was that what was called “ alizarin convention ?”

Mr. Kripsteiy, The alizavin convention was later and it was the
result of this competition, When the price got down to 11 cents I
do not believe anybody made any money on it at that—-—

Mr, Merz, The price was quoted at 17 cents in Europe the day
after that patent was invalidated.

Mr, KrapsteiN, Anyway it went down to 11 cents, and then they
oot togother and raised the price. Did it go to 17 cents finally?

Mr, Mrrz. Fourteen cents.

My, Cuoarr, And the alizarin convention included every manu-
facturer of alizarin in the world, did it not?

My, KuesteiN, There were not but three.

Mur, Menz, Noj there were the British,

Mr, KuesrerN, That did not amount to very much.

Senator Cunris, One at n time, please, gentlemon.

Mr. Kriestein, 1 only mentioned the incident to show the effect
of patents—what they may do,

Now, the Chemiceal Foundation has taken over a great number of
patente,  They have taken them over in the only way they could get
them—pructically by a confiseation—and they undertake to defend
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those patents agninst even the original German manufacturers,
Otherwise we would have been still tied up in this country. We could
not make n great many of those things on account of those German
patents, They are an absolute necessity, and if that can be carried
out, as far as'T can see, that Chemical Foundation will play an im-
{)ortant and necessary rdle in the next 5 or 10 years in business,
recause those patents are very important,

This all comes right down to the question as to whether we should
have n commission or something of the kind to regulate imports of
these dyestuffs, If you once make up your minds that you want
the dyestuft industry here, either for the same reason that the Ger-
mans wanted it—that is for making munitions—or in order to give
employment to chemists so that the Tnited States can have a reason
for educating a few thousand young men all the time and keeping
them in the chemieal field, which is the field of the future in manu-
fucture—that is the question, whether you want to do that or not.

If you do, then T can not see that the tariff would make very much
difference. You have a tarviff to-day, and it runs along three or four
y]cm's, ulnd the conditions at the end of four years may be entively
changed.

With what men know about chemistry to-day you can not tell but
what within two or three years somebody will find out some dyestuff
with which all you will have to do will be to put it in water and it
will just depend on whether you treat it this way, that way, or the other
way to make any color you want and dye any fabric or fiber you want
all in one operation, and the present dyestuifs may be put out of com-
mission. That is a very extreme case, but it illustrates what may

happen. :

{\P]mt I wanted to bring out about that was the fact that if you
must have some regulation of this it has got to be flexible. A\ tarviff
is too iron-bound—>50 per cent or 75 per cent or whatever you may
make it. It might be that we should very much want to use a great
many of these products that are made in Germany. We might have
to use them. We ought to have some arrangement whereby things
of that kind could be let in for the benefit of the American consumer
of them.

So T can not see but what the only thing you could do would be to
create a commission, with judicial powers, to determine whether it
is wise or not wise to let a thing in or keep it out, If it is wise to
keep it out, give them the power to put an embargo on it, if you
want to go that far—that is, if you want tg create the industry. If
you do not feel like trusting sitch a commission as that, make the best
possible tariff, but its effects will be comparatively temporary. You
can not tell to-day whether the sume tariff would be good two years
from now or three years from now, It might not be of any use at
all in a great many instances,

Tor the great general run of these dyestuils the present tariff is
all you want, Those things will come down to a comparatively
cheaper price—23 or 50 cents a pound. And nobody wants any
higher tariff than that to preserve the industry: it is not necessary.
But if you want to give the people here a chance to work a little hit
longer—TI think 10 yeunrs would really he nbout as much time as it
would require—you can be pretty sure that the industey will be de-
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veloped here, And of course it is for the lawmakers to decide be-
tween the American consumer, the buyer, and the American dye-
:stuilf r;mker, who is the seller, and the German. Which are you going
o do

Senator Curris, Have you aml)"thing further, Mr. Klipstein ?

My, KuiesreiN, I do not think there is an_\'tiling more,

Senator Curris, That is all then, Call your next witness.

My, Cuoare. I would like to call Mr. Klotz for a moment, merely
on the question of anthracene in the American coal.

STATEMENT OF MR. J. R. M, KLOTZ, MANAGER NEWPORT COM-
‘PANY, MILWAUKEE, WIS.

My, Krorz, Mr. Klipstein has referved to the lack of anthracene
heve, T should like to say that it is move the unkindness of nature
in the distribution of anthracene than the lack of it. We have
anthracene, but in no place to be compared to what the English or the
Belgians have. Anthracene occurs in our tars, but to a very limited
percentage as compared with the percentage in the English tars,

Mr, KriesteiN. What I meant to say was just that thing, that the
American coal does not contain the same proportion of anthracene
that the English coul does,

Mr, Krorz, I just wanted to correct the impression that there
might be no anthracene in our coal,

(At this point the hearing was suspended for 10 minutes to per-
glit me)mbers of the subcommittee to answer a roll call in the
Senate,

Mr. Krorz, I want to add that the coal that we get here, if coked
by a method to increase the yield of anthracene, is of sufficient
quality to give us enough anthracene for the dyestuffs required to be
made, That illustrates very well, Mr, Chairman, the value of the
knowledge that the Germans have as contrasted with us. The man-
ufacturers in this country have been coking conl for some time, but
I think it is only very recently and at considerable expense that
they have found out the value of operating methods to increase the
yvield of raw materials, such as anthracene.  That is to say, a coking
operation with certain heats might give a very low proportion of
anthracene, but by changing the design of the oven and varying the
time of heating you can increase the yield of anthracene and naph-
thalene and the other raw materials. TFinding out such facts as
those]is very expensive, and you can not find any books that will tell
you that.

In closing, T want to say that anthracene, though difficult to obtain
here and of u considerable geographiceal distribution, can neverthe-
less be obtained.

Me. Cioate. Now, I would like to have Dr. Herty complete his

statement,

STATEMENT OF DR. CHARLES H. HERTY—-Resumed.

Dr. Herry, Mr. Cheirman, you were asking me yesterday at the
close of the session about the stock in Germany, and T want to give
you as full information as I can about that.
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I stated to the committee that there were being held, pending the
ence-treaty proclamation, 40,000 tons of dyes. That may sound a
ittle small from one standpoint, yet when you think of that as

80,000,000 pounds it secems a good deal more. I did not realize the
infinite variety of that stuff until I got to Paris and found there
the lists of those stocks, and I have brought them here for your in-
formation, Here are the lists of those stocks of dyes [producing
several volumes of typewritten matter.] Each of these books here
represents the material from a different factory. I had these copied
in Paris to send back here, so that the War Trade Board could have
the information,

b Se(nlllx;tor Nvaenr, You will return them to the custody of that

onr

Dr. Herty, Yes, sir; these are to be returned immediately.

Senator Curtis, They are where we can get them if we want them?

Dr. Herry, They are official lists here in Washington; yes, sir,

Mr. Cnoare. That 40,000 tons represents the half called for by the
treaty, and indicates an equal quantity remaining in the hands of
the German manufacturers?

Dr, Herty, Noj; the 40,000 tons is the total amount; this is the
list of their total stocks on August 15, There are some 630 pages
of it that had to be copied.

Now, a word as to how those stocks huppened to be there.

Senator Carner. What is the value of those dyes listed there?

Dr. Herry, T could not tell you, Senator. I was only interested
in the vat-dye question when I was over there, and I paid no atten-
tion to the general dyes. The figure at which they would come
under the reparation clause would be a very low value, because of
the decreased value of the mark. The figure which the cartel gave
me for the vat dyes, over and above what were needed for the
rveparation, I figured yesterday would run up to something like
$12.000 o ton.  As to the general colors I can not tell you.

Now, Mr, Chairman, that accumulation came about in this way.
As Ma). Sill told you this mornin,% the Germans were operating on
dyes at about 10 per cent capacit inroughout the war,

There were certnin accllmu]a%ons at the time of the nrmistice,
Then when the military took possession of the Rhine territory there
was a gradual but very slight increase in operation. There were
some specinl regulations about not letting any of that material get
out of the occupied territory. Those regulations became slightly
modified in one way or another, but the military kept this part in
the Rhine territory strictly under guard. A certain portion was
requisitioned by the French immediately after the avmistice, and
used in the French industry., There were small lots, 50 or 70 tons,
that went out from time to time. I do not remember what countries
they went to, but the result was that up to the 1st of July they had
nccumulated these 40,000 tons.

Then they changed the policy, and the Interallied Rhincland Com-
mission, after the treaty of Versailles was signed, allowed the Ger-
mans to sell their daily ontput. So that beginning about the 1st of
July—I have forgotten the exact date—the Germans have been sell-
ing their daily output. on license given them by the interallied
Rhineland commission—not these stocks, but the material they havo
been manufucturing from day to day.,
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Now, they have given me theso figures. Up to the 12th of July
they licensed for exportation from that country 186.2 tons of dyes.

Senator Nuveexm., You say “they” licensed that quantity for ex-
port. To whom do you refer?

Mr. Herry, The Interallied Rhineland Commission. I went to
them and asked Mr. Noyes, our American representative on the com-
mission at Coblenz, to give me the exact facts, saying that I wanted
to get at the truth of the situation, because I expected when I camo
back heme to be possibly of some assistance in this matter.

Up to the 12th of July they had licensed 186.2 tons, Then from the
12th of July to the 31st of August, there were licensed and shipped
2,119,217 kilos, at 2.2 pounds to the kilo; that is, roughly, almost
2,000 tons. Then during the month of September the total was
1,492,790 kilos, Thst is simply what has been coming out from their
dnily output,

Senator NugENT, One moment, please. Were any of those dyes
shi]gpo.d into this country?

. Herty, No, sir; that is, not so far as I know, If they came
in they were disguised, camouflaged. That is, the country of destina-
tion is given on these lists and Americ does not appear on any of
them, and licenses were not granted by the War Trade Board for
German dyes to come in during those months.

There is one thing about these figures which makes the showing
rather incomplete. IFivst of all, I have no QOctober figures. They
sent me these n fow days ago as the latest available. Tt shows plainly
that the factories are getting under way, but are not getting into
full operation. Tlere is the point, and it is n point that amazed me
when I got over to the other side,

While'T was in Paris these lists were coming in, and then came in

the lists of intermedintes.  You have heard it discussed by various
people what intermediates are—starting with the crudes, then the
mtermediates, then the finished dyes. I kept watching for the list
of intermedintes, because that is the crux of the situation in this
whole dye business, and that is why Mr, Longworth very wisely, at
our urging, raised the duty in his bill on intermediates much more
in proportion than he did on finished dyes. He brought them as
nearly as possible together, because the intermediates are so very im-
portant,
: 1 thought that when the lists of intermediates came in we would
have big lists, The lists were, however, very brief. Iyom one of
these large factories they would not cover one page, and weights
were rather small in many cases. I began inguiry at once as to what
was the trouble, and I found this, Tt is a thing which I had never
noticed before, but in the peace treaty this is stated—

Senator Cunris, Give the page, please,

Dr. Hewry. This is Senate Document No. 49, Sixty-sixth Con-
gress, first sessionj paragraph No, 5 of Annex 6, page 109 [reading] :

The nhove expression * dyestufs nnd chemnfeal drags " fneludes all synthetle
dyes and drugs and Intermediates or other produets used in connection with
dyeing so far ns they are manufactured for sale,

When we came to inquire into these lists we seemed to find o dif-
ference between the French reading and the English reading, but
they told me that was put in there in that way, and what it means



186 DYESTUFFS,

is that the Germans were only required to submit a list of such in-
termediates as are nctually used in processes of dyeing, not neces-
savily in the processes of the manufacture of dyes. That makes o
difference between a 1 page list and probably a 300 page list. So
there is no record anywhere as to the full amount of intermediates in
Germa?jy at this time,

Mvr. Chairman, I consider that a very grave feature of this situa-
tion, ns to what may happen to this industry, I heard rumors that
there were large quantities of intermediates in unoccupied territory
awaiting the pence treaty proclamation to be manufuctured into
dyes. That is simply hearsay ; the fact is nobody knows.

Senator NueenT. You only know of intermedintes within the occu-
pied territory?

Dr. Hervy, The only thing I know is from the lists which have
been furnished me here.

There is one other thing in connection with these lists that is of
interest, and that is the question whether Germany is aiming to
push her trade into foreign countries, I notice in one of the ﬁsts,
the September list, under “ Item 1, Amcunts and countries of desti-
nation,” the following:

In the above figures 120 tons for China are included,

So there are German dyes being consigned to China already; 120
tons have gone thoere, X

Thero is another thing. We saw in the papoers a few days ago the
announcement of the arrival of German dyes in South America, I
also saw a fow days ago—I know this for a fact—the details of the
effort to get dyes, which were snid to be of unknown origin, into
the United States from Mexico. Mexico does not make dyes. These
were conl-tar dyes.

DSenu%or NuakNT, Did you rend that statement in the newpsaper,
octor

Dr. Herry, No, sir; I saw the application for a license for it.

Mayj. S, My, Chairman, in connection with the question Dr.
Herty has just brought up, regarding intermediates, I might sny
that the French ofticers in charge of the Badische Anilin & Sodn
Fabrik, at Ludwigshafen, told us upon inquiry that the Germans had
very close to 250,000 tons of dyes and intermediates altogether.
There was not any distribution stated, and I saw no lists of what
they were, but that was the quantity given us by the I'rench officer.

I%’r. Herry. That was in occupied territory?

Maj. Sir, That was in occupied territory; yes, siv. A large pro-
portion was intermediates, of course, and indigo and such dyes.

Dr. Henry. I ought to state one thing again in connection with
these lists. These are the statements of the Germans of their total
stocks of dyes in both occupied and unoceupied territory., They ave
not based upon any examination of the correctness of the reports;
they are simply as the Germans gave them, and accepted as such,
on the 15th of August.:

I would like to submit for insertion in the record two rather
startling things, One you have doubtless seen hefore. The other T
have seen no discussion of in this country. It is in regard to the
capital being invested in Germany in two lines. The one article
appeared in the New York Times of December 8 an article by
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/George Renwick, from Berlin, regarding the enormous expansion
of the capital of the dye plants of Germany.
(The article referred to is here printed in full as follows:)

GERMAN DyYE Trust 10 Fianr rvor Worep TravE—Dotnies Its CAPITAL AND
Wi Propueis NITRATE.

[By George Renwlek.)

BennaN, December 1.

The thans composing the German dye trust have declded to increase thelr
capital to an extent without parallel, I helleve, In the history of German in-
dustry,  The trust, which consists of three greiat and four minor concerns in
the Industry, valued at, voughly, 15,000,000,000 murks, s extending for two
reasons: It is determined to veassert German supremacy in the dye industry;
in the second place, there Is the question of nitrate, so important for the
agricultural life of the country,

The trust Is ahiming ot muking the fatherlund Independent of fovelgn sup-
plles and to increase production so that it will he able to export lavge
quantities,

Before the war the seven mmin concerns which form the Industry wore con-
stantly deawing closer together. The Badische Anilin und Soda Fabrik of
Ludwigshaven linked up with Elherfelder Ferhstoffwerke, while the Hoechster
IFarbwerks, the third of the large concernsg, came to similar agreement with
Mogsrs, Leopold Casselln & Co,, of Prankfort-on-Main, a private company.
With the fiest-mentioned combine the Antlin-Fabrikation of ‘Creptow entered
fnto trust relationships shortly afterwards,  Tu 1016 these five firms were joined
by the Griessheim Elektron and Wellertermeer compintes, Tn 1917 the three
loudlmg companies each fnerensed Its capital from 54,000,000 to 90,000,000
marks, .

The six public compunies are now not only going to double thelr capital
to 710,800,000 marks, but wil also Ixsue preference shares to the value of
280,700,000 marks to the holders of the ordinary shures,  As only o quarter of
the antount of the preference shaves I8 to be cidled up, and as the holders will
have a double vote, control of the trust, with a nominal eapital of 1,000,00,000
marks, will he in the hands of the old shareholders, who exerelse thut authority
by vivtue of having paid a Httle more than 70,000,000 marks for their preference
shares, By this it 1s hoped to keep out all foreign influence,

With thig vastly inevensed eapital the tenst will at the earliest moment hegin
u vigorous onslaught In the markets of the world,

The trust also intends to pay particulae attention to the production of nitrate,
Before the war Germany's agriculture required 2223500 tons of nitrate, half of
which came from Chile, but the trust ealenlates that, as soon as the whole of
the present and projected plant is working, there will be something like 250,000
tons for export,

Dr, Henry, Here is also a clipping from the Célnische Zeitung,
of November 18, forwarded to me from Coblenz, which confirms M,
Renwick's statement of the tremendous increase in the capital of
these German dye plants, .

Senator NvaeNr, By whom was this forwarded to you?

Dr. Herry, By a young man who acted as the interpreter for us
on the trip into Germany, .

Senator Nveent, An American or a German?

Dr, Ierry. An Amerviean, ) -

Senator Surnrrraxn, Has this inerease been since the nrmistice?

Dr. Herry, In the last few weeks, Ile says:

T tnelose o elipping vegarding the German dye plants, from the Cilnische
Zeltung of November 18, which may be of interest to you,

Tt was on the 27th and 28th of October when T was there.

Senator Nvaexr, ITave you a translation of that? _

Dr, Hewery, T was going to suggest that if you care for it I can
have a translation made.
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Senator Curris, I wish you would do that and send it to us,
(The translation was subsequently furnished by the witness and is
here printed in full, as follows:)

[From the Koelnlrche Zeitung (Cologne Gagette), Nov. 16, 1919,]
INCREASES OF CAPITAL IN THE CHEMICAL INDUSTRY,

The extraordinary (speclal) general meeting of the Dye Works, formerly
Meister Lucius and Bruening, in Hoechst-on-the-Main, in which 26 stockholders
represented 15,14 milllon marks of capital stock, sunctioned the proposed
inerease of the original xtock from 00 to 232 million marks by the issunnce of
80 milllon murks of orviginal (common) stoek and 72 millon marks of 33 per
cent preferred stock with double voting power. The new conunon shires nre
betng tuken over by a group of buanks at 107 per cent and are offered at the
same rate to the old shareholders, The preferred stovk Ix being exchangel
within the group of those interested (or community of Interests). The hourvd
of management In rather lengthy arguments established the necessity for the
financlal measures of the community of (combined) iInterests and then re-
muarked apropos of the present daily business routine of their own enterprise,
that this, on nccount of the scareity of coal was not satisfactory. The works
have for weeks been shut down for the most part, yet they have succeeded In
keeplng the pharmaceutical plants in operation, Similar conditions are to he
found In the case of the othier firms in the group of combined interests, The
management nevertheless believes that it is possible to hold out the prospect of
the decluration of u moderate dividend under certain circumstances by making
use of the reserve umuassed earlier, If the conl fumine is eliminated and ralt-
way trafile should improve, there is hope, in view of the whole market and
world situation, that satisfuctory, if not large, earnings would be realized, Ifop
technieal reasong Dr. Walter von Bruening and D, Adolf von Bruening retived
from the board of overseers; they are to be elected members again latey,

At the extraordinary general meeting of the * Badixche Aunilin und Soda-
fabrik (Baden Aniline and Soda IFactory) in Ludwigshafen, in which 14907
million marks of capital stock were represented hy 68,292 votes, the proposed
fncrease of capital stock frow 90 million marks to 252 millon marks by the
fssuance of O million murks of common stock and 72 millions ot 34 per cent
preferrved stoels was sanetioned unantmously,  ‘The comimon stock Is heing taken
over by the Dentsche Bank as the leader of a group of bunks and ix heing
offered to the okl stockholders at 107 per cent in such a way that for every
1,200 marks of old stock the snme amount of new stock can he acquived. In
other respects the conditions of issuance for both kinds of stock agree with
those of the other compantes in the group of combined intervests.

The extraordinary genernal meeting of the * Chemische Fabrik Gris<heim-
Elektron (the Chemical TFactory Grieshelm-Electron) in Frankfort-on-the.
Main, in which 14 shareholders represented 6,024 votes, likewise sunctioned the
proposed Increase of the original cupltal stock from 25 to 43 million marks and
the issunnce of 18 million marks of 83 per cent preferred stock. -The new com-
mon stock is heing taken over at 107 per cent by a group of banks wider the
direction of the “Bank filr Handel and Industrie™ (Bank for Trade and
Industry), Branch Frankfurt, and is being offered to the old shareliolders nt
the sume rate. In regard to the business situntion the management states
that, so far as it can he surveyed at the present time, an unfavorahle vesult is
to be expected in consequence of the difticult conditions genevally known. The
management nevertlieless hopes to he able to make declaration of a dividend,
although not <o high as those in previous yeurs, under certuin clreumstances by
making use of former reserves,

(Translated by J. P. Hoskins, B, B.)

Dr. Herty. I have here, however, for your information. without
stopping to try to read that German, some other statements on the
snme subject, Here is u statement, for instance, from one of our offi-
cial publications in this country, from the Department of Commerce.
Here is an extract from the German press, transmitted by Commer-
cinl Attachdé Paul L. Edwards, The Hauge, Netherlands, This is
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from the Duily Consular and Trade Reports, Monday, November 10,
I"lor ;nstunce, there is this statement in connection with the Badische
plant:

In Februnyvy, 1919—
Only threo months after the signing of the armistice—

bouds to the extent of 50,600,000 marks, about $18,019,000 at par, were issued
by the Badische Co,, the principal object of which was to provide funds for
factory extension and improvement,

Now, let me read some of this article:

" I'rom 90,440,000 marks to 252,000,000 marks was the increase in capitaliza-
on.

My, Chairman, those are all public matters, and I will have a trans-
lation of those made and the figures tabulated so that you may have
the information.

That in itself is extremely remarkable, in view of the fact, us Maj.
Sill reported to you, that those plants were in first class condition,
from his own personal inspection, and taken in connection with this
other fact, remembering that these are the plants where the poison
guses used by Germany during the late war were made.

Here is an article from the Frankfurter Nachtrichten, of October
28, T got this in Frankfort myself. I picked up a daily paper there
and found this.

('The witness rend a portion of the article referred to, of which
he subsequently furnished o translation, which is here printed in full,
us follows:)

[{From the Frankfurt Nachrichten (Frankfurt News), Oct. 28, 1010.]
DOUBLING OF CAPITAL IN THE EXPLOSIVE GROUD,

The German explosive companies combined in the Rhine-Siegen group in com.
mon with thelr Humburg Kartell (confederated) Works are proposing to double
their capital stock, Concerned ave the Cologne-Rottwell Stock Co, (capltal
stock 83 milllon marks), the IRhine-Westphallan IExplosive Stock Co. (capital 13
million marks), the Slegen Dynamite Factory in Siegen (capltal 600,000 marks),
and the Dynamite Stock Co., formerly Alfred Nobel (capital 36 millfon marks).
All thess companies ave doubling thelr capital stock and issuing the new shares
at the rate of 110 per cent, T'he reasoning for this runs as follows: The concerns
are in need of very considerable new means in order, In view of the extraor-
dinary high prices, to carry through the fmportant program of transformation
alrendy set on foot amd further in order to be able to acquire the plants neces-
sury for the development of the concern,

(‘Transtated by J. P, Hosking, T, B.)

Dr. Terty, At the beginning of the term of peace, a nation that
had been able to put ont the explosives that that nation was able to
put out during this last war is now increasing tremendously the capi-
tal of its dyo plants and doubling the capitalization of its explosives

- plants, as shown by the statements in the German newspapers.

Mr. Chairman, I want to be very brief but I do want to give you
the benefit—if it is a benefit—of certain conversations that I had dur-
ing this trip that have left an indelible impress on my mind.  While
1 was abroad T talked with o number of Army and Navy oflicers,
American, French, and British, regarding the future. They ex-
pressed the hope that we were now entering upon an era of peace, but
none of them expressed the convietion that we were not going to have
more war.  On the boat coming back home T talked with the colonel
of a regiment which was at the very front in the Meuse sector on the
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day when the armistice was signed. He was covered with medals—
he did not show them, but he had them—every medal conceivable, a.
man who had made a most brilliant record in the war. He told me
himself, “ When we had orders to charge that morning I thought we
were going to be slaughtered. Our runners were being captured as.
fast as we would send them out.”

I said, “ Colonel, how about in the Argonne, when you were fight-
ing down there? How about the use of poison gas if you had had
it in quantities to help you?”

He said, “ There is no question about it; if we had had the gas when
we were trying to break up those machine-gun nests in the Argonne,
there is many a boy from my regiment sleeping there now who would
be on his way back home.”

I had a more impressive talk still with a very distinguished Brit-
isher, Lord Moulton, in Paris, following one of our conferences
about these peace-treaty dyes. Lord Moulton is the head of
British Dyes (Ltd.)—a very distinguished man, a very thoughtful
man.  We_were discussing the dye industry in England and in
America. It was late in the afiernoon. As we came down the steps
after that meeting, he stot) ped on the steps and said, * Daoctor, the
future peace of this wor ({ is more closely tied up in the main-
tenance of the dye industries in England nmfin Ameriea than in any
other measure that is now before the world.”

There is a peculiar thing about the peace treaty, in this section.
[Laughter.] Mr. Chairman, I did not mean to provoke any laugh-
ter, because this is a very serious question, Through this peace
treaty Germany’s hands are tied as far as the usual methods of mak-
ing war are concerned—-battleships, aiveraft. submarines, forts—but
I want to call your attention to the fact—I have already written
about it in my own editorials—that her means for making poison
gases are not touched in the slightest.  All her plants for that pur-
pose are untouched.

Senator Nuekxt, Merely beeause those plants are connected with
or used in connection with their dye industry?

Dr. Herry. In making the commercial articles; yes, sir,

Senator Carper, They were overlooked?

Dr. Herty, I do not know, Senator; but it is a fact.

Senator Nucext. In other words, in order to place the Germans
in such a position that they would be unable to manufacture poison
gases in the future, it would be necessary to destroy and dismantle
those?dyestuﬁ' manufacturing establishments? TIs that what you
mean

Dr. Herry. I think that should have been done.

Senator NucenT. That is a fact, is it not? .

Dr. Herry. It is a fact; yes. I think they should have been dis-
mantled to the extent of allowing Germany to take care only of her -
own domestic needs for dyes; or, if necessary, to tie her hands even
in that respect.

As T said to the Senate Committee on N “itary Affairs, of which
Scnator Sutherland is a member, I think the best thing for the
future peace of this world is that this country should be not simply
as strong as, but stronger than Germany in its dye industry and
with its general chemical industry, which is a big thing, together
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with—and let me emphasize this again—a chemical warfare service
maintained as a separate unit of our Army and given every op-
portunity to develop to the very utmost that branch of modern war-
fare which every man I have talked with believes is to be the future
means of making warfare,

And I differ fundamentally with Gen. March, the Chief of Staff,
and with Secretary Daker, in their plans about that. Make it sep-
arate and distinct and encourage it; because, as a French general
wrote in a French paper just before I left Paris, you can save your

resent implements of war, if you want to—your guns and forts and
mttleships—and if there in another war within a year or two they
will be valuable; but if there is going to be a war 10 years from now
all this stuff you are saving is going to be junk.

That is one thing about the Edgewood Arsenal; I think a lot of
that material there is going to be junk. The thing about poison gas
is not to have a supply when the need comes; it is a question of sur-

rise.
P Senator Curris, To have something new?

Dr. Herry. To have something new—the very thing that slaugh-
tered the British at Ypres when it was new to them; the very thing
that slaughtered our men when mustard gas first came out. ~ I may
be laying too much stress on that subject, but I think it means more
to our country than anything clse.

My, Chairman, I want to submit one other thing. Not only has
Gireat Britain a dye licensing law, but while 1 was in Paris the French
Chamber of Deputies and the French Senate passed a new tariff on
chemieals, and it included a license system against German dyes, and
they passed it by a unanimous vote in the Chamber of Deputies and
with only one dissenting vote in the Senate. It was amazing to me;
to tell you the truth, it came too easy. I did not like it. T like t e kind
of contest we have been having here to get this dve business estab-
lished. The people of this country are heing edueated by the kind
of discussion we are now having. The knowledge is going abroad
among the masses of our people. The French Ministry may be
changed and that law upset, but here, when the American people
understand this question, you gentlemen who represent the American
people here are going to continue to carry out their wishes,

T‘.cnato?r SurHerLAND. [ I'rance taking any steps to protect the
industr

Dr, l.}',IER'l‘Y. The French law embraces three features. There is
n taviff on these chemical products including dye proditets. There is
the license plan, as far as the dye products are concerned. Tt does
no]t apply to other chemicals; it is limited to dyes and pharmaceuti-
cals.

Then they have a new feature, at least it was new to me, called
the majoration coefficient. That is, the ministry can decide by itself,
if a certain industry needs particular support to get it started, to
multiply the normal rate of duty by a factor running up as high
as three, and then after the industry is established and gets on its
{)veft they can lower it. T never have seen that feature in legislation

cfore.

Senator Surnerraxn. That was adopted in France?

Dr. Herry. In France.
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Senator SurHERLAND. Are you familiar with what England has
done along that line?

Dr, Herry, Not in regard to tariff—except that I did see this the
other day. This is from the New York Tribune of August 24:

I'ree traders rally against Lloyd-George. 1'vemier’s plan of licenses on im-
ports is termed protection.

T had to laugh at that because in this country we have heard just
the opposite point of view expressed as to the license system.

Finally, I want to tell you what I thought was the most im-
portant thing I heard while I was in Germany. I was only there
two days. These investigations, in regard to the shipments of our
vat dyes, kept ma tied down in Paris, and I could not get around
to find out lots of things I wanted to know about. But the matter
of the vat dyes scemed to be all right, and so while we were wait-
ing on some cables Mr. Fleisch, the vice president of the Textile
Alliance, and I took a hurried trip into Germany, which only
lasted three days. We went first to Frankfort, after having gone
to Coblenz to get our passes. At Frankfort we had a very pleasant
interview with Dr. Von Weinberg, the head of the Cartel.

From there we went to Ludwigshafen to talk to the Badische di-
rectors about the details of the shipment of these dyes. They were
expecting us; Dr. Von Weinberg had offered to telephone ahead that
wo were coming. We were greeted there by Herr Tipfer, who spoke
very good English, and we conversed_in a general way for a little
while. Then a little later Director Krell came in and explained
to me that Director Bosch was in Berlin at a conference and could
not see us.

We hegan talking about the matter we had come to see him about,
and then Director Krell said, “ Oh, this matter has taken an en-
tirely different shape from what you think it is. We have alloca-
tion certificates from your War Trade Board and divect permis-
sion from your Government to export directly to our customers in
America.” " That rather staggered me, because I knew there had heen
some trouble at home, but I did not know the plan had gone to
pieces so fast,

So we talked a little further, and instead of our talking about
what we came to talk about he began to try to persuade Mr, I'leisch
and myself to go back home and persugsle our Government to let
the whole thing be handled in that way. But he did not get very
far with that argument.

In the course of the conversation he said, ¢ We are going to get
back our business in your country, and we are going to get it back
through our agents.” T broke in and said, “ Who are your agents?”
He replied, ¢ Kuttroff, Pickhardt & Co.” Then he said, “ That is the
only way it can be done. It has got to be done by men who are tech-
nically trained in our factories here.”

I said, “Doctor, that is a very interesting statement you are
making. Will you repeat it?” And he repeated it.

We let the conversation go on, and when we came out of that
place T said to Mr. Fleisch, “ There is the clearest declavation that
the war is on in this matter that I have heard yet,” and X said, I
am going to take that statement back home, and if T get a chance
I want to put it before the Senate Committee on Finance, to let



DYEST&JFFS. 198

them know, in the words of the Badische director himself, that this
war is on,”

These stocks are being released gradually as the Allies take out
their share, and the whole amount will be released within 60 days
after the peace treaty is proclaimed. I was told in this room
yesterday afternoon by Mr., Sykes—and it was not confidential—
that neﬁotiations are pending in New York right now in two banks
to establish proper credits to bring in from France 100 tons of
indigo. You gentlemen have had evidence here that there are three
companies in this country making indigo. You know something of
their difficulties and their successes. ITrance is not making indigo;
her indigo plants have not yet been started.

Mr. Syxes, Mr. Chairman, may I be permitted to correct that
statement? You say Irance is making no indigo. Where has she
been getting her indigo?

Dr. Herty. I beg your pardon, Mr. Sykes; I thought that was
your statement to me.

Mr. Syxes. No, sir; I asked you if you knew of any endeavor to
import indigo from France, because I had heard that there were such
imports intended, and I could not understand how it were possible,
because my own people have only just this last week written me
that there was a strict embargo on the exportation of all colors from
Irance, and, moreover, that they would not have any colors to affer
to me for more than eight months to come,

Dr. Herry. The point I wint to make is that there is indigo seek-
ing its way into the United States, and we are making indigo here
for our own people. That emphasizes the point that these dyes
which are coming through the reparation commission are coming
over very cheap. The mark is listed at the present time at 13 cents,
There are 20,000 tons of dyes to be set free for sale within 60 days
after the peace treaty is proclaimed. L.

Gentlemen, my own feeling is that the war is on. My feeling is
that if this Congress will stand by this industry, as I am convinced
it is going to do, this country will be independent. T am an optimist
from every standpoint as to the ability of the chemists in this coun-
try, with ample capital and ample raw material, and I am convinced
that in n few years we will ask no odds against anyone.

Mr. Cuoate. What did you observe as to the condition of the
Badische plant itself? .

Dr. Henry. I know very little about the internal condition of the
Badische plant; I was not invited to go through it. We asked them
where we could get luncheon—hoping it might lead to that oppor-
tunity—and we were told we had better go across the river to Mann-
heim, as there was no good place in Ludwigshafen. So we went
across the river to Mannheim and got our lunch; but before we
went there I asked the driver of our automobile to take us around
that plant, as I would like to sce it at least from the outside. The
only index I could get was this: I think we counted 14 tall chimneys—
cither 12 or 14—and from all but two of them smoke was pouring
out, and that in a country where coal is very scarce, So I took that
as an indication that there was considerable activity in the manu-
facturing line in that plant.

163564—20——13
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Senator SutHerLAND. Is it not quite probable that France and
England will also become active in the dyestuff manufacture as a
result of the development industry during the war?

Dr. Herry. Yes, sir. France has organized a very large com-
pany, and, as I say, has adopted these methods of protection for
that industry in the hope of building it up as strongly as possible,

Senator SU’I‘IIEHLANI).. England has extended her chemieal in-
dustry very largely during the war?

Dr. Herry. Yes, sir.

Senator SurnerLann, And she will probably turn also to the dye-
stuff industry?

Dr, Herry. She has done so already.

Senator SuTnerLAND, So you are in danger from all three places?

Dr, Herty. Yes.

There is one other thing that was touched on yesterday at the timo
we adjourned, and I will just sny w few words about that.. When
I reached home I found on my desk & number of clippings with
Inrge headlines on the report of Mr. Irving A. Keene, of the Ameri-
can Chamber of Commerce in London, to the effect that there was
nothing to be feared from the effect of dumping German dyes after
the war, and then I saw a letter stating that copies of this had
been sent to every member of the Senate. I had had an interview
with Mr. Keene in Paris, and thought it was not worthy of further
consideration until I saw it had taken that course. I want to say
to you gentlemen what I have already said in print in my own
journal, that from my. conversation for three hours with Mr, Keene
at dinner one night in Paris, when I desirved to hear from him what
he could tell me of his experiences in Germany, I learned that Mr.
Kcene does not know anything at all about conditions in Germany.
And finally, at the end of the evening, he admitted to me—because I
pressed him for a specific statement as to the stocks—that he had not
gone through a single warchouse, he had not seen anything of the
stocks, and, as he himself stated, he wonld not have known a dye
from a soap box.

I have had put in my hands, since yesterday afternoon, a copy
of the Monthly Bulletin of the American Chamber of Commerce
in London, of October 18, and it gives Mr. Keene'’s report, and it
bears out exactly his conversation with me—there are no details
whatever in it; he did not have any details,

There is another interesting thing in this same publication, en-
titled “British dye merchants oppose present import control and
scheme for distribution of German indemnity dyes,” from which T
want to read these three lines:

The British Chemienl Trade Assoclation, with which the Amerlean Chamber
o:‘ Commeree in Lowkdon is coopernting, is belng forced to tnke strong measures,
ote. .
The British Chemical Trade Association does not consist of the
manufacturers of dyes in England; they are men who deal in and
import dyes. So that testimony, so far as it goes, has no value
whatever.

Mr, Cuoate, Dr, Herty, have you any information on the subject
gf th?e remission of taxes to German chemical firms, at the present

ime
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Dr, Herry, I think I have an itemn here nbout that. Here is an
extract from the letter of the managing divector of d{e and organic
work in a factory in Germany, dated August, 1919, I might say in
this connection that I have here also an affidavit as to the correct-
ness of this, Unless the committee insists upon it I will not submit
the affidavit, as the gentleman requests here that his name be not
used in connection with it. I will submit it to the members of the
committee, of course, but I do not care to have a record made of it
as he may suffer in his business. In that letter he says:

Another detall to which I would like to turn your attention Is that they—
Referring to the dye plants—

have to puy no divect Government tuxes,  According to an understanding with
the present Government, atl organice chemieal productions, the companies them-
selves as well as all dependencies, without exception, for the next 10 years,
are freed from all divect State tax, In so far as community tuxes come nto
consideration, I belleve we will obtain a remisslon for our professton,

It seems they are exempt,

Senator Carper. Would that mean to you all income and property
taxes of every character?

Dr. Herry. 1 do not know as to that,

Senator SurnernaNp, Arve the royal family interested in those
dye works as stockholders?

Dr. Herry. I do not know whether they are or not.

Mr, Krorz. It is understood in Germany that the Kaiser and his
brother-in-law own shares in the principal dye industry.

Senator Curris, Is there anything else you wish to sny, Doctor.

Dr. Henrry, No, sir; that is all.

Mv. Demine, Mr. Chairman, may I ask Dr. Herty a couple of
questions?

Senator Curtis. Yes, sir.

Mr. Demine, Dr. Herty, the sole purpose of your going abroad
was to procure vat dyes for the shirt manufacturers in this country?

Dr. Herry. No, sirg it was a twofold purpose. It was to do that
primarily, and also to assist in any way I could in the representation
of America at the various conferences going on in connection with
the peace treaty dyes.

Mr. Demine. The main purpo:2, however, was to get the dyes for
these shirt manufacturers?

Dr. Herry. The main purpose was to get the dyes.

Mr. Demina. Did you get them?

Dr. Herry. I think so.

Mr. DeyMixa. Where are they?

Dr. Herty. I think they are on the way, or getting ready to come
on the way.

Mr. Desmine. You have no positive knowledge at.all as to that?

Dr. Herty. I only know my business was not to get the dyes;
my business was to find out how they could be gotten. T had no
authority, no credit—nothing. I was simply to find out the way.

Senator Curtis, My recollection of your testimony yesterday is
that if the plans had not been changed, the dyes, in your judg-
_ ment, would have been hera by this time?
Dr. Hirry. T think so very emphatically, sir.
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Mr, Cuoate. May I state also, Mr. Chairman, that I was in-
formed this morning by the War T'rade Board section of the State
Department that their record discloses the fact that had it not
heen for Dr. Herty’s negotiations none of the reparation dyes would
have been available to any American consumer,.hecause of the fact
that we had not become a party to the treaty. They will give you
official information as to that if you ask them.

That is all T will ask the witness, Mr. Chairman.

Senator Currts. I will say, Dr. Herty. that if in the course of
looking over the transeript of your remarks you want to add any-
thing, we shall be very glad to have you do it.

Daes that close the presentation of your side?

Mr. Cuoate. Except for a few documents. In the first place,
in answer to Senator Sutherland’s question with reference to the
British dyestuff industry, you will find that in full in the report
of the United States Tariff Commission on Dyes and Related Coal
Tar Chemicals, 1918, printed for the use of the Committee on Ways
and Means, House of Representatives. at page 93 of that phamplet.
That discloses a plan of the most comprehensive aid to the British
dye industry, including loans at almost nominal interest, grants
in aid, actual gifts for the construction of plants, and a comprehen-
sive license system.

Senator Curris. That has already been printed; there is no use
reprinting that.

My, Cuoate. T desire to put into the record, however, the report
of the British mission appointed to visit the enemy chemical fac-
t(;rios in the occupied zone engaged in the production of munitions
of war.

(The report referred to appears at page 210 of the report of the
hearings hefore the Committee on Ways and Means, House of Repre-
sentatives, on June 18-20 and July 14-18, 1919, and is therefore
not reprinted here.)

Mr. Crroate. Then T desirve to put in four resolutions, of which
I wish to read two., One is the resolution of the American Chem-
ical Society, an association having a membership of 14,000. It reads
as follows:

FESOLUTIONS OF DIRECTORS AND COMMITIEE ON NATIONAL POLICY, AMERICAN CHEM-
ICAL SOCIETY, NOVEMBER 20, 1019,

Wherens the establishment of a complete self-sustained coal-tar chemteal
and dye Industry 18 a national necessity because of its well-defined character
as a key industry in our economtie life; and

Wherens this industry has a muech deeper signiflenance in that it constitutes
a vital reserve hoth as to personnel and supplles for our Army and Navy
fn modern warfare; and

Whereas such a complete industry is also essential for supplles of synthetlc
drugs foa the health of the Army, Navy, and general public in peace and In
war; an

Whereas thls country possesses an abundance of raw material for such an
fndustry, ample capital, and chemists capable of solving the many gelentifle
and technical questions involved, ns evidenced by the splendld progress of
the past three years; and

Whereas this initial perlod, with all of its attendant difficulties, has not yet
been adequate to admit of the efficient production in domestic plants of all
colors necded by Amerlean tonsumers; and
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Wherens the greatly depreclated rate of exchange in that country which in the
past has manufactured the bulk of the world’s supply of dyes presents a new
and threatening factor in all transactions of an international character:
Therefore be it
Resolved, That we urge all Americans to stand loyally by the young industry

which embodies such far-reaching potentinlities of service and protection for
our country; that every ueedful safeguard be thrown around this Industry
by the Congress of the United States, especlally through the imposition of effec-
tive import dutlfes and the imposition of a temporary licensing system, along
the zeneral lines embodied in H. IR, 8078, known as the Longworth bill,

The next is the resolution of the Natlonal Conl Assoclation, dated October 8,
1918:

Wherens it is universnlly conceded that the permanent establishment of a
complete and independent American industry in the manufacture of dyes
and other counl-tar products is indispensable to the alvancement of medical
and industrial chemical science in this country ; and

Whereas the establishment of our program of national defense demands the
most extensive development of this industry of peace which can be so
promptly converted into one of the essential and basle industries of war; and

Whereas the existence of such an industry Is directly allled with the conl and
coke industry and indivectly with every Industry which applies chemistry
in any form; and

Whereas the efforts of constructive Amerieans have bullt up a dye industry
which supplies almost all the country’s needs; and

Whereas that industry is certain to meet, instantly on the ratiflcation of the
peace treaty, destructive and unscrupulous competition from the German
dye trust; and

Whereas this competition will certainly be destructive, and will be carried
on in disregard of any tariff duty no matter how high; and

Wherens it 1s apparent that unless the new Ameriean dye industry can immedi-
ately be assured for a time of protection, more efficient than any known
form ]of tarlff leglslation, it can and probably will be destroyed in a brief
period; and

\\’Imr('ns'ln the Longworth bill (I, R, 8078) recently passed in Congress the
House of Representatives provides such protection in a manner satisfactory
to all the nmkers ard most of the users of coal-tar products: Be it therefore
Resolved, That this associntion urge upon the Senate of the United States

the immediate passnge of the said Longworth bill, and in particular that such

action be taken before the ratification of the peace treaty shall, by releasing
the flood of anccumulated German goods, destroy the benefleial effect of the
enactment,

I also desire to put in evidence the resolution of the Paint Manu-
Tucturers’ Associntion of the United States, divectly indorsing the
Longworth bill, under date of September 12, 1919; and the resolution
of the National Paint, Oil, and Varnish Association (Inc.), to the
same effect, dated Septemf)er 22, 1919; and the resolution of the
Laundry Owners’ National Association, dated October 9, 1919,

(The resolutions referred to and additional data submitted by M.
Choato are here printed in full, as follows:)

Whereas the board of directors of the Palnt Manufacturvers' Associntion of the
United States realizes the necessity of the proper development in the United
States of the dye industry, both on account of the dependence thereon for
successful domestic and foreign trade of the country’s most important indus-
tries, and the intimate relation of this industry to the national defense; and

Whereas it has not been possible hitherto to establish the dye Industry in the
United States under a customs tariff; and

Whereas it is believed that successful development must be attained by ald in
addition to a customs tarlf; and

Whereas it i1s apparent that every effort is being made by German interests
to destroy tho dye development in the United States:

Kesolved, That the board of directors in behalf of the Paint Manufacturvers'

Assoclatlon of the United States, in view of the existing emergency, expresses
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itself In favor of the plan luid down in the House of Representatives bill No.
8078 (the Longworth bill) now before the House of Representatives for con-
slderation, providing both for a tariff and a licensing plan, and requests early
passage of this mensure in the belief that by such legislation not only will the
industry be afforded a proper chance for development, but that it will also
provide a means for the supply to the varlous interested industries of such
colors as are not yet made in suflicient quantities or quality to fill the needs of
American manufacture; and, be it further

Resolved, 'That the secretary of the association is instructed to send certified
copy of this resolution to the chairman of the Ways and Means Committee of
the House of Representatives, and to the chairman of the Finance Committee
of the United States Senate.

I certify that the foregoing is a correct copy of a resolution adopted by the
board of directors, Paint Manufacturers’ Assoclation of the United States.
. B, TIECKEL, Sevretary.
DPuinabeLreiia, I'a, September 12, 1919,

NATIONAL PPAINT, O1L AND VARNISHE Associarion (Inc.),
Ne:xe York City, November 10, 1919.
THE SENATE OF THE UNITED STATES,
Washington, D. C,

GENTLEMEN OF THE SENATE: At the thirty-second annual convention of this
association held at White Sulphur Springs, W. Va,, September 22 to 25, inclu-
sive, our committee on tarift presented a very comprehensive report, including
a complete review of the tariff measure introduced by Representative Long-
worth, of Ohio, known as H. R, 8078,

In aecepting the report of our tarift committee, the convention unanimously
recommended —-

Tirst its approval of the pending tariff bill known as H, R, 8078.

Second, indorslng the system of specific rates of duty in further tarift legisla-
tion in preference to ad valorem rates wherever specific rates ean be applied
to the classification,

Yery truly, yoms,
Georar V. HoraaN, Secretary.

[Resolution No, 13.]

Whereas, the war has shown the danger that lies in the possession of forelgn
countries of certain basie Industries, such as the production of coul-tar dyes
on which our manufacturers and the public were dependent for necessities
of life and munitions of war: It is

Resolred, That the Laundry Owners' National Associatlon, in convention
assembled, pluce itself on record as favoring the enactment of such laws by the
Congress of the United States as will enable the American dye industry to
develop from conl tay the colors necessary for domestie consumption

This resolution was regularly introduced on QOctober 9, 1919, at the thirty-
sixth annual convention of the Luaundry Owners' National Assoclation, at the
Hotel Pennsylvania, New York City, October ¢ to 9, and was adopted by
unanimous vote,

W. E. IY'teH, General Manager,

WAR DEPARTMENT,
Washington, November 20, 1919.
The CHAIRMAN COMMITTEE ON MILITARY AFFAIBS,
United States Senate.

Sir: My attention has been called to (H. R. 2706) a bill having an important
bearing on the future of the dye industry in the United States,

It is belleved that the dye industry Is one that has a very important rela-
tlon to the question of nattonal preparedness for defense, affecting both the
Army aud the Navy.
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Dyestuffs are directly related to several of our gases; the same crudes or
intermediates that are used in making dyes are also utilized in making ex-
plosives and poison gases—are identical to u certein stage, Certain materials
which are indispensable for dyes are also indispensable for gas and high ex-
plosives. There is no substitute and they are all indispensable for war
purposes.

All of the most importunt explosives of the present day are either coal-tar
products or the result of chemical processes requiring the use of coal-tar prod-
uets. In a large dyestuff factory considerable quantities of by-products are
directly available for conversion into explosives. In addition to these by-prod-
ucts, many of the materials directly useful for the production of dyes can by
slight alterations In the processes employed, be converted into explosives.
Eighty per cent of all the high explosives used in war are by-products of the
dye industry. The necessary alteration in processes is simple and requires but
little change of mechanism,

The dyestuff industry is the one pence time enterprise which will furnish
plants and equipment which can be hurriedly converted to essential uses in
time of war. Its development would give us plants which could be converted
to war purposes for the manufacture of gas and high explosives, and would
give us the trained personnel, especially chemists, that we would need in
adopting and developing the dye industry to war purposes, Lvery dye factory
worker {s, without additional training, an explosive maker. The technical
skill required for the manufucture of explosives is precisely that possessed by
the chemical staff of a successful dye works and s to be found nowhere else.

Every chemical factory must be regarded as a potential arsenal. For mili-
tury security it 1y essential that the country should have its chemical industry
firmly established, A complete dye works can be almost instantly converted
into an explosive factory. Materials, processes, and men are all there ready to
hand. A country which has a large dye industry can provide itself overnight
with the means of making colossal quantities of explosives needed in war,

The necessity for this legislation is munifest, It is Important that the dye
Industry should he developed as a part of our program of military preparedness
on account of ity close relationship to the manufacture of explosives and poison
Lases,

I'avorahle consideration by the Senate of the legislation proposed i carnestly
requested,

Rexpectfully,
BeNEDICT CROWELY,
Assistant Seecrctary of War.

’
Tue BriTisy DYESTUFF INDUSTRY.

{By Dr, II. Levinsteln, M, Sc., I\ 1. C,, at the Confcrence on Dyestuffs, Svmh«-llc Drugs,
and Associated l'roducts, at Salter's Hall, London, July 17, 1919.]

1 have been asked to make a few remarks s an introduction to the interest-
ing papers In the dyestuffs, synthetie drugs, amd assoclnted produets section,
for which a whole day out of the short spuce of time availuble for our meet-
ing has heen set aside, This procedure, entively novel in the history of the
soclety, shows the importance attuched by the counell of the society to the
orgunic chemieal industry, of which the dystuff industry is the predominating
partner,

My one regret is that it is I who am addressing you and not my father, who,
had he Hlved, would undoubtedly have heen In my place to-day. Twice presi-
dent of our soclety, it is entirely due to his long and courageous battle for pat-
ent law reform ihat the country was able to have supplies of vital commodities,
such as indigo and bhydrosulphite during the war, To him was due as much
as to any one man that our aniline dye industry wus kept alive, and T am sure
that this socliety, of which he was an original member, and for which he
worked so assiduously for muny years, first as chairman of the Manchester
section and then as a member of the council, will share my regret,

I shall not give you a panegyric on the war work of the British dye indus-
try, though this was quite remurkable, Such reviews have a tendency to make
one complucent and to encourage the fatal notion that we can for the moment
relax our efforts.

Nor do I propose to say anything ahout our present position and future in-
tentlons, save this:
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The industry now operates on a large scale, for the British Dyestuffs Cor-
poration, the principal manufacturer, already employs close on 7,000 persons,
and some 300 academically-trained chemists, exclusively in the manufacture
of dyes and auxiliary products, and thelr works comprise about 1,050 acres.

Further large extensions are in preparation, both to research lahoratorles
and plant, and I anticipate that before the end of this year the number en-
gaged will be substantially increased, with a corresponding increase of output,
The range of products manufactured is being enlarged as qulckly as new con-
struction permits. Our immediate object is to manufacture, in the shortest
space of time, a range of dyes sufficient to render the country substantially in-
dependent of German dyes.

As the Government, who have a substantial holding in the British Dyestuffs
Corporation, have in many ways shown their determination to secure a dye
industry here, it is important that everybody should thoroughly understand the
facts which make a successful dye industry of paramount importance to the
State. Mr. Runciman realized this fn 1915, and his two successors in oflice,
Sir Albert Stanley, and Sir Auckland Geddes, have bhoth heen greatly inter-
ested in the Industry, and have done much to encourage those engaged in it
under great difficulty. I propose, therefore, to deal with those aspects of the
dye Industry which explain why any British Government may well feel uneasy
until we possess n dyestuff industry equivalent to that of Germany.

REASONS WHY A BUCCFESS OF THE DYE JNDUSTRY 18 VITAL TO THE STATE.

There are four reasons why the success of the dye industry is vital to the
State. I do not give them in their order of Importance. There is no order
of importance. Each reason is in itself adequate.

1, A key industyy—The dye industry is a key industry—an overworked
word which now conveys nothing to a good many people. Mr. Runciman gave
a clear explanation in stating the reasons for the formation of British Dyes
(Ltd.) during his tenure of office.

“Though it is perfectly true that the whole of the textile industry Is not
dependent upon dyestuffs, we do know that the combined capital of such opera-
tions of textiles and other industries which require aniline dyes comes to no
less than £200,000,000 * * * about 1,000,000 of our employees are either
directly or indirectly interested in the adequate suppllies of dyestufls for thelr
main industries.” (House of Commons, Nov. 27, 1014,) :

“This i8 not a mere matter of one corner of one industry. It is a matter
of vital concern not only for our textile industry, but of a whole group of in-
dustrles which are dependent upon the use of colors., Wool and cotton are
fndeed important enough, * * * but there are other Industries which, like
wool and cotton, are dependent upon the use of dyes, and mainly aniline dyes.
The luce industry of Nottingham, the sllk industry of Macclesficld and else-
where, the cotton industry, the making of paints, such small things as Ink,
wallpapers, the colorings of leather goods, the coloring of hats, and, I would
add, too, the coloring of some foods, they all depend upon an adequate supply
of dyestuffs. It may be that some of these Industries can dispense altogether
with the use of dyes, but the textile industry and some others, like the carpet
and lnoleum trades, are absolutely dependent upon aniline dyes if they are to
gucceed.” (House of Commong, Feb, 22, 1015.)

“No one can tell what exactly will be the position after the war is over. Of
this I am certain, if we go on being dependent in a large portion of our textile
trade, whether cotton or wool, upnn supples which Germany has the power
to cut off whenever she plenses, we leave these cotton and wool irdustries in
a state of peril.” (Nov, 27, 1914,)

It may be sald against Mr. Runciman’s view that our textile trades did ex-
ceedingly well up to the thme of the war, though dependent upon Germany for
supply of these products, and that now that the war is over there is not the
same necessity for rendering oursclves entirely independent of Germany for
the supply of dyestuffs.

That view would be, however, entirely erroneous, It {8 held by no one who
is at all familiar with the methods and history of the big German aniline dye
trust, which was created in 1915. The negotiations for the gigantic combine
were well advanced in August, 1914, and their conclusion was not, as is gener-
ally supposed, due to the war, but the carrying out of a policy long declded upon.
Had the war come but a little later the ring would have been closed, and our
textile industry would have appreciated an acute difference in the conditlons
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under which they would have recelved their supplies. To-day this trust,
familiarly known as the I. G., is the most powerful weapon possessed by the
Gen;mns, for in peace, as in war, it.was and is a tool of the German Govern-
ment,

It is inconceivable that we should voluntarily permit the I. G. to dictate to
essential industries the terms on which they should obtain their dyes, that we
should leave to the I. G. the power to withhold supplies of useful or even essen-
tial commodities or to charge British consumers a higher price than they
charge their own textile trades. That, however, would have been the position
of this country but for the war, and would have been the situation to-day but
for the extraordinary efforts made during the war under the greatest possible
difficulties to create a strong dye industry here. If these efforts are not suc-
cessful, the textile industries are not safe. ‘he real danger of belng dependent
upon Germany for dyestuffs did not lie in the risk that we might be cut off
from supplies in the case of a war with Germany, but that the world monopoly
possessed by Germany in dyestuffs was imperceptibly becoming a desperate
menace to the freedom of our textile trades. It is of the first importance that
this should be universally recognized. It is the main reason apart from power-
ful sentimental considerations, which has made the dye consumer so enthusiastie
a supporter of our industry since the war, It still concealed its character, and
not indifference to it, which made him appear lethargic In assisting British
dye manufacturers hefore the war.

2, National security as a guaranty of peace—The dye industry s required
for natlonal defense as a guaranty of peace, I Invite you to consider the war
record of the German combine,

During the war the I. G. produced not only all the synthetle ammonin and
nitric acld needed for the production of explosives and also vast quantities of
explosives, but also, with an unimportant exception, the whole of the chemleal
warfare products used by Germany In the course of the war.

It was entirely due to the I. G. .that Germany was able, in splte of the
blockade, to earry on the war after the end of 1915, Consider what this
means, But for the possession of her dye Industry on which the general staff
¢id not even rely for munitions In 1014, the German resistance would have
broken down in little more than a year for Inck of nitrle acld.

Can anything more clearly prove the milltary value of the German dye in-
dustry and the loss and destruction which it has caused us?

Apart from the productlon of nitric acld, oleum, and high explosives, the
German dyestuff plants are of supreme importance for chemleal warfare, be-
enuse they are extraordinarily adaptable. Practically any organie product can
be manufactured in them. This is due partly to standardization, but chiefly be-
cause the plant 18 often designed not for the manufacture of speclfic substances,
but for the purpose of carrylng out specific chemical operatlons. It was for
{his reason that most of the poison products used by the Germans were not
made in one factory; certain operations were carried out in one factory, other
operations could be carried out very conveniently in another plant. Thus in the
case of mustard gas, thioglyeol was prepared at Ludwlgshafen, and the mustard
gas itself at Leverkausen. The reason for this was that at Lundwigshafen there
was already In existence plants which could be used for the manufacture of
thioglycol.

Where extensions were put down for the manufacture of polson gas the
reverse holds good. The extensions for the purpose of war were adaptable
for the purpose of peace.

The Germans were, of course, fully consclous of ths, and for the greater .
part of thelr war expenditure on chemical plant was of a permanent character,
and erceted with a view to the after-war commereial struggle. The plant erected
in Germany for the increased production of mustard gas is now avallable for the
fnereased production of dyes.

Attached to one of their plants erected during the war, ostensibly solely for
the purpose of war, are luboratories which contalin a large, luxuriously-equipped
lecture room and cost £200,000. :

One may sum up the situation in thils way:

1. The production of explosives in blocknded Germany was possible only
owing to the Haber process belonging to the I G., which was greatly developed
by them during the war,

2, Each factory of the I. G. is elther an arsenal or a potentinl arsenal of
great slze, capable of making great quantitles of intermediate products and
dyes one day, and 24 hours later capable of belng switched on to the manufac-
ture of stupendous quantities of polson gas.
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The military value of chemical warfare is lttle understood owing to the
secrecy In which the work has been done, but we must not therefore underrate
it« importance,

Gas warfare resolved itself into a contest between the development of gas
defense (e, g., the gas mask) and the discovery of new gases which would pene-
trate the gas defenses, Everything depended upon surprise, and a surprise, to
bé effective, means the provision of large quantities of materinl, In our own
country, when a new gas had to be made ad hoe, plants had in nearly every
cnse to be erected. This involved great delay before the product sould be used
In the field, and these plants are valueless for peace purposes,

In (.emmny the I, G. took charge of the whole manufacture, and produced
the material for use in the fleld in a mueh shorter time, Their plunts are of
great peace value,

If Germany were to remain the only country possessing such faetovies she
would have every inducement to use them for aggression, for she would have no
cause to fear reprisals, She might concelvably be certain in her own mind of
effecting a strategle surprise. Therefore the estublishment of plants of equal
magnitude In this country on & sound basis is one of the first gunrantees of
peace,

Let me read to you a passage from President Wilson'’s address to Congress,
telegraphed from Parls on May 16, for, coming from Dresident Wilson, the
words have peculiar significance:

*“The Germun chemfeal industry with which we are brought Into competition
wus, and may still be, a thoroughly-knit monopoly capable of exervclsing com-
petition of a peculiarly insidious and dangerous kind,

“The close relation to the manufacture of dyestuffs on the one hund and
explosives and pofson gases on the other hand, moreover, has given the antline
dye industry exceptional significance and value  Although the United States
will gladly and unhesttatingly join in the progrum of any national disarmament,
it will nevertheless he a policy of obvious prudence to make certain of the suc-
cessful maintenance of many strong and well-equipped chemical plants,”

The words coming from this source are indeed significant, Yet the danger
to Amerlea Is less than to us by the 3,000 iles which separate her from the
banks of the Rhine.

I do not agree with what my friend, Shr Willilam Pope, said in his powerful
presidential speech to the Chemiecal Soclety, on March 27, 1919, with regard to
the production of mustard gas, I say this not for the purpose of controversy,
but because it s important that the facts should be correctly appreciated, as
they have a bearing on the policy and on the question of the importance of the
dye industry for national defense, Sir Willlam Pope states that the method of
manufacture of mustard gas employed by this country was 30 times as effective
us that of the Germans, and the cost in Germany was 30 times as great as that
of our product. I am well acquainted with the German method and also with
our own, for it was worked out in our lahoratories by the head of our researeh
department, A, G. Green, F, R, 8,, baged on sclentific work communieated to us
by Sir Willinm Pope himself. T had a good deal to do with the application of
this process to the large seale, and we desigmed the main features of the great
factory at the Edgewood Arsenal at Maryland, United States of Amerlea, where
the “ Levinsteln process” and the “ Levinsteln reactor ” proved a great suecess,
I may claim to know something of mustard gas, and I am sorry to disagree
with the deduction that Sir Wihliam Pope draws, viz: that the German chem-
fcal service was ineflicient, and the sclentific chemists under its control incom-
petent in comparison with ours, whereas, on the other hand, Germany was ex-
tremely well served by the skill and perseverance of her chemical manufac-
turers,

In fact, we now know that the German method of making mustard gas had
nothing whatever to do with the sclentific chemists under the control of the
German cheinleal service, It was declded by the 1. (., and the process they
selected was the best they knew of. If there were any inefficiency, as Sir
William Pope says, that inefliciency was on the part of their manufacturers and
not on the part of the sclentific advisers of the general staff, I do not think
there was any Inefliclency. There is nothing technically cumbrous in the Ger-
man process, nor Is there any dificulty about it, Let us be quite frank. Our
scientific advisers found this process difiicult, If thiey had come straight to our
dye industry we could have shiown them how to carry out the reaction on the
large scale without any difficulty whatever, exactly in the way the Gerinan dye
fndustry carried it out. The fact is, that the production of mustard gas in
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Fngland on the other hand remmined for ton long a prevogative of our sclentifie
advisers.  What happened? There was certainly no mustard gas produeest,
The suceessful manufacture of mustard gas in this country and in America
commenced when the British dye Industry took it up. We took it up on our
own inftintive, and mustard gas was produced by us on the large seale six
weeks afterwards. In this short space of time a new process—not the German
process—was evolved and plant adapted, but the British dye industry was not
requested to make mustard gas as it should have heen from the beginning.

I do not in any way depreciate the value of the work of our scientifle ad-
visers, and I yleld to no one in my respeet for the achievements of Str Witliam
PPope and his most able and distinguished academie associates, I do regret
that he did not recognize that the success of our mustard gas work was due o
the cooperation of the dye industry, with thelr great experfence in the manu-
facture of organic products, with purely ancndemic afivisers of the ministry,
The correct inference was drawn by the nuthorities from these facts, for they
became convineed of the unique value of the plants and technieal experience of
w dyestuff factory for the manufucture of toxie gases, From this point onwards
our industry beeame very intimately assoclated with the development of cheni:
feal warfare,

Do not misunderstand my argument. I do not advoeate building dye plants
for the purpose of making toxie gases. I do say that if the Germans retaln
their monopoly in dyestuffs they possess 1 monopoly in the rapid production of
toxle gases, and that, in this event, the world is not safe for peaceful people,

(3) New tndustries can only he ereated by organized researveh.—Very few
people realize to what n sinnll extent new industries arvising out of new inven.
tions have been ereated in IEngland in recent years, in comparison with those
created abroad, particularly in Germany. We are apt to regard our commercial
supremacy as dependent upon a few well-established staple industries, such as,
for instance. the cotton industry, whereas, in fact, the world moves on and new
products and new methods are continually coming in, and that nation which
produces the most Inventlons and the best inventions will, other things heing
equal, predominate,

Before the development of the sclentifle industries I think we may fairly
claim to have produced more important Inventions than our competitors, We
are an ingenious and inventive people. To-day only a smnll proportlon ema.
nates from the inhabitants of these islands. Industrlal inventions are now, as
a rule, not the result of a flash of intultion, hut of patient, methodical, and
skilled research carried out with big resources on o well-considered plan,

On the whole, that country will produce the most chemiecal inventions which
has the greatest numher of trained research chemists. In the fields of dis-
covery, ns on the battlefield, numbers will tell. As Pasteur well sald, “ In the
fields of discovery chance always favors the researcher.”

There is no industry except the dye industry which ean support a large
number of organized rescarch chemists. This can not be more clearly ex-
pressed than in the report by Mr. A, Mitchell Palmer, the Allen Property Cus-
todian of the United States (chemieal section) : “The vital character of that
industry (the dyestuff industry) was not due to its financial importance, since
the consumption of dyes in the United States at the thue of the outhreak of the
war did not exceed $25,000,000 a year in cost to the consuming industries, nor
to the fact that these dyes were absolute essentinls to industries producing
perhaps $2,500,000.000 of goods annually, but most of all to the fact that the
technical skill and equipment provided by a successful dye industry furnished
the means, and almost the sole means, to which cvery nation must look for
advances in the application of chemleal selence to practical undertakings, No
other industry offers an lvelihood to any such large numbers of highly trained
sclentific chemists, nor any such fncentive to continuous and extendad research,”

The dye industry is thus a key industry in a new sense. It i8 the key to
invention. It is necessary if we are to keep abreast of the world in the devel-
opment of new industrles arising out of chemical discoverles,

Tha reaction of this on the chemical schools of our universities is of extraor-
dinary importance, hecause the dye Industry can provide a large outlet for
highly-trained research chemists. As the dye industry lives by research, new
buildings and plants are continually being erected for the manufacture of new
products. This entalls the employment of more chemists, who, as a rule, are
drawn from the research departments, and thelr replacement by new resenrch
students from the universities. For the first time, young chemists can he
assured of a carcer In industrial research, the most fascinating but elusive and
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difficult work open to our profession. The bond between organic chemical
schools and the dyestuffs industry is therefore bound to be a close one. The
development of the industry which we plan will give an enormous impetus to
the study and research in organic chemistry at academic institutions.

(4) Political importance of the dystuffs industry.—The German dye industry
was the most potent weapon possessed by Germany for peaceful penetration,
In America Mr. Mitchell Palmer shows that the dyestuff sales organization of
the I. G. firms was used by the German Government for espionage both before
and during the war. The peaceful penetration of Russia and other foreign
countries by Germany was one of the causes which led to the war.

It is not safe for us to permit the Germans to monopolize the up-country
business with tins of dyestuffs among the natives of India, and of the East in
general, for political reasons. It is our duty to afford an alternative supply of
dyestuffs, besides German dyestuffs, to those of our allies who do not possess
an adequa‘~- home industry. To secure commercial freedom for our textile
trade and chat of our allies 13 as fraportant as to secure political freedom.

HBUMMARY,

These are the four reasons which render the development of our industry
g0 vital in the coming struggle. They may be summed up in the following
propositions:

(1) It would be madness after the closing of this terrible war, fought to
secure our ldeals of political freedom, not to make ourselves economically free
from Germany,

(2) It would be folly to leave Germany the sole possessor of factorles, po-
tentlal arsenals, which, because they were unique in the Great War, enabled
her to carry on this war for three additional dreadful years. :

(3) It is impossible for us to manintain our commercial supremacy if we
throw away the one chance of organizing the inventive talent of our chemists.

I commend these propositions to &11 persons if there be any such who ques-
tlon the paramount importance of securing a firm, large, and flourishing dye
industry in our country for the protection and development of the vast inter-
ests of the Empire, It is, I believe, demonstrable that if Germany retains
her predominance in Europe in the dye industry she will ultimately win the
war, for though the campaign is glorlously ended, the war {8 not over nor the
victory certain, Though the German military defeat is complete they may
yet regain through thelr dye industry their former ascendancy over Europe.

Germany recognizes this fact, and is straining every nerve, using every de-
vice, to reestablish her commercial dominance in the dye industry. Her propa-
ganda I8 to be seen In the press, and not only in the German and neutral press,
It is8 of the utmost consequence that these simple, incontrovertible facts with
regard to the importance of this industry, should be brought thoroughly home
to the people of this country.

CONCLUBSION,

It follows from what I have sald that enormous responsibility rests upon
the chemists of this country, and I think that it is fully appreciated. During
the war our chemists rendered good service and made sacrifices and ran risks,
s has been handsomely recognized in particular by Mr. Kellaway.

But let us be quite clear on this, ‘The real burden of the war was not borne
by chemists, and the vietory was not won by chemists or by engineers, but
by the indomitable courage and tenacity of our soldiers. The real war work
of our chemists lies yet before them, for it rests with chemists to secure in
the next few years the opportunities the soldiers won for us, the fruition of
which German chemists may yet deny us.

In the final stage of the struggle, in which the clash of arms was but the
firat round, the chemists’ work will be a decisive factor. If the chemist
18 to take his rightful place as a leader in our industrial order, he must be
the first to emerge from the wave of war-weariness and work-weariness which
threatens to engulf us.

There is a great opportunity in this for chemists. T.et us take it greatly.

Senator Curtis. We will now hear Mr. Charles S. Hollander, of
Pennsylvania.
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STATEMENT OF MR. CHARLES S. HOLLANDER, VICE PRESIDENT
OF THE ROHM & HAAS CO., PHILADELPHIA, PA.

Senator Curris. What is your business and your residence?

Mr. HoLLanper, I am vice president of the Rohm & Haas Co,,
Philadelphia, Pa. I am the manager of the development depart-
ment just now, including all new work and laboratory control.

Senator Curtis. Just make any statement you desire.

Myr. HoLranpEr, I am very glad indeed that I am called upon now,
after Mr. Klipstine has so very ably explained to you the great
advantages of the vat dyes and the employment and application of
them. He has shown that these vat dyes must be reduced by some
agent that gives off hydrogen. Of course, hydrogen as a gas can
not be practically employed and would not serve the purpose in a
chemical way at all, but, actually hydrosulphites are employed, fotr
that purpose.

We are manufacturers of hydrosulphites and sulphoxylates, and
the reason we have requested a hearing at this occasion is that we
feel that the hydrosulphites and sulphoxylates are connected by the
closest practical relationship with the best and fastest dyes so far
known—the vat dyes. Without these chemicals it would be impos-
sible to use indigo thioindigo, indanthrene, and a host of other dyes
of the highest qualities which the chemists are putting on our market
in ever increasing quantities; without them it would be impossible
to print cotton goods with the effective patterns by the discharge
process and impossible to bleach shoddy to make it work again to
aleviate the shortage of original wool. The welfare and independ-
ence of our American dyeing industries in our opinion is dependent
on the American manufacturer of these articles and we believe that
the importation of these articles should be subject to the same tariff
and license provision as the dyes themselves,

I shall best illustrate this interdependence of vat dyes and the
chemicals in question by pointing out that no one hut the big dye
manufacturers in Germany ever entered this field of manufacturers,
that is, hydrosulphites and sulphoxylates—Badische, Hoechst, Cas-
sella and Bayer—those were the four who manufactured these hy-
drosulphites. Over one half million pounds of hydrosulphites and
about the same quantity of sulphoxylates were imported into the
United States during the fiscal year 1918-14, that is, according to the
information received from our tariff commission. They represented
three* different types, each one for a different purpose; (1) the hy-
drosulphites or blankit—that was the trade name of the Badische
Co.—were used to reduce in the cold the vat dyes without intro-
ducing any sediment that would spot the goods; that is just as Mr.
Klipstein stated the great advantage of the vat dyes; (2) the sol-
uable sulphoxylates (trade name Rongalite)—and they were made
by several people over there, especially Hoechst and Cassella—
served as discharging agents where a dye already applied was again
removed or bleached out in certain spots to produce a pattern. An-
other use is for stripping the dye from cotton goods that were
spoiled in the course of manufacture and had to be dyed over again;

8) the insoluble sulphoxylates (trade name, Decrolin), were used
together with acids to bleach woolen and silk goods and shoddy.
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It scems that the Germans had scared all the rest of the worid
off these fields, because they had an absolute monopoly of manu-
facture. Anyway, since the war began our company has plunged
in, spent many thousands of dollars on laboratory research and large
plant experiments and is now successful in supplying these much-
needed articles to their American trade. But I assure you that it
was a hard problem, because of the extreme sensitiveness to tempera-
ture, air oxydation, and catalytic action of certain metallic impuri-
ties. It is imperatively necessary to maintain for proper plant sup-
ervision and laboratory control a_comparatively large stailf of high-
grade chemists and foremen; and even then an entire batch will be
not infrequently irretrievably spoiled by a slight oversight. Of
course we hope to overcome in time these imperfections of an infant
industry. In fact, we know now that we can overcome that to a
certnin degree and we are making progress very fast. But until we
know as much about the tricks of manufacture as the Germans we
urgently plead for the same protection as the dye manufacturers for
their products. For this reason we suggest an amendment to the
bill inserting the words, “hydrosulphites and sulphoxylates,” on
page 6, line 3, after the word ¥ coumarin,” This will give to these
chemicals so vitally important to the dye industry and so closely
related to it the protection necessary to insure its permanency. Our
o¥inion of the lincensing feature is that it is the only effective way
of meeting an emergency many times pointed out in the course of
this hearing. We are adyvised that in England the hydrosulphites
:}nd sulphoxylates are subject to the same licensing provisions as the
dyes.

ySenator Curris, On what page was the amendment you suggested ?

My, HorLanper. Page 6, line 3.

Senator Curris, After what word?

Mr. HoLranper, After the word “coumarin.”

Senator Curris., Have you anything further to state?

Mr. HoLLaxoer. Yes, Mr, Chairman, if yon will let me speak a
little while longer.

In England these same chemicals were included with the dyes and
really they are logically of the same group, because one is dependent
on the other. The chief use of hydrosulphites is for dyes. That
is by far their greatest use, and so it is with the sulphoxylates; they
are only applied for discharging, for putterns, and to decolori:e or
bleach shoddy to be used over again and dye over again and they
are hardly used for anything else—I would like to modify- that
statement, because there is one very interesting use for the hydro-
sulphites, and that is they are indispensible for the manufacture
of salvarsan or arsphenamene, or 606, that you heard of the day
before yesterday by Dr, Stieglitz. This can not be manufactured
without the hydrosulphites, and we are now |l)repm'ed to offer them
to the trade, By the time the vat dyes are here we will be ready
to furnish our hydrosulphites, but we are not able to compete with
what the Germans are ready to “ hand to us.” The great difficulties
in manufacturing these products,and I think everybody who has even
made these things on a laboratory scale will bear me out in my state-
ment that they are extremely diflicult to make, because if you have it,.
and yox leave it standing for an hour it is gone, and it can not be
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recovered again, as it is gone forever. I have a way of stating it
to our workmen and foremen that it is a “race against time,” be-
cause within a certain time a certain amount will always decompose
and the rate of formation has to be very much quicker than the rate
of decomposition, and it really is the race of skill against time to
beat the German skill—

Ml?'. Dexnine. This that you speak about is not a coal-tar product,
is it

Myr. Horranper., Not dirvectly, but logically.

Mr. Dem~ing. Not at all, is it ?

Mr. HoLraxper. But at the same time it is logically very impor-
tant to them, and logically—

Mr, Dex~iNg (interposing). This bill is limited to coal-tar prod-
ucts, as I understand it.

My, Cuoare. There is no reason why it should be.

Mr. HoLuanper, I understand that, but at the same time there is
hardly any other place for these chemicals, Mr. Chairman. They
are indissolubly bound up with the dyestufts and are not used for
anything else.

. Senator Curtris. His suggestions will be considered with others,
Mr. Horraxper, They should be considered with others; yes, sir,
Senator Curtis. We will now hear Mr. Isermann. Please state

your full name,

STATEMENT OF MB. SAMUEL ISERMANN, SECRETARY AND TREAS-
URER VAN DYK & C0., NEW YORK,

Senator Corrs. Where do you live?

Mr. IserManN. I live at 107 Boulevard, Summit, N. J.

Senator Curtis. What is your business?

Mr. Isermaxn. I am the secretary and treasurer of Van Dyk &
Co., a New York corporation.

Senator Curris. Make any statement you may desire.

Mvr. IsermanN, Van Dyk & Co. manufactures a line of chemicals
that is very closely allied to the dyestuff industry. We have been
in business since 1904 and mannfacturing these materials since 1908,
Our business at that time was a very difficult one, because we had
to compete with German raw material for the manufacture of our
products, and in order to be able to manufacture it here at all, not
being able to obtain the raw ma¥erials in this country, we had to
import our intermediates and chemicals used for the production of
our products from Germany. When the war broke out we found
nu;‘selves in a position where our raw materials was unobtain-
able——

Senator NuceNT (interposing). One moment. From what coun-
try did you import this raw material prior to the outbreak of the
war

Mr. IserstanN. From Germany, When the World War began we
were forced to go into the manufacture of the necessary interme-
diates for our products,

Therefore, when the United States got into the war we were then
manufacturing quite a line of intermediates. Some of the inter-
mediates and finished products were found te be rather useful for
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the carrying on of the war. The manufacture of these materials is
not a very easy matter. The line is known as synthetic aromatic
organic chemicals. While on the face of it they are used mostly for
perfumery purposes, for perfuming soaps, perfumes, toilet waters,
and so on, some of them are being used for drugs; and during the
war several of them were adopted for acroplane dope, and we were
the only concern in the country equipped for the manufacture of
the product which was used for aeroplane dope, namely, benzyl ben-
zoate and benzyl acetate.

This work was carried on in conjunction with a dyestuff concern
by the nanie of the Chemical Co. of America. This dyestuff con-
cern manufactured some of the raw materials or intermediates,
called benzyl chloride, and those two plants worked together and
produced the high-boiling solvents, benzyl benzoate, ete., which were
used for the waterproofing and fireprofing of acroplane wings. If it
" had not been for the fact that the plants that T am interested in were
so cquipped with knowledge and experience to manufacture these
compounds, the War Department, to use a common expression, would
have been “up against it ” in procuring these materia{s.

Senator NuceNt. Were you manufacturing them prior to the out-
break of the war?

Mr. IserMaNN. In a very small way prior to the United States
entering the war, and for this purpose we bought the raw materials
in Germany.

Senator NucexT. I say, were you manufacturing the substances
that you have just referred to prior to the outbreak of the war?

My, IsermanNN. Yes; in a laboratory way only. As this matter
was taken up previously at the hearing of the Ways and Means Com-
mittee, T would like to say a few words and refer to that hearing to
savcl time. My request was to change the phraseology to include our

roducts.
P Senator Curris, That will be all right. You say they were pre-
sented and they refused to put it in?

Mr. IsermanN, Noj they did not refuse to put it in. As about €0
per cent of our products are made from coal tar, there was a question
raised what should become of the balance of our materials, ~ As far
as I am concerned, I am perfectly satisfied to let it go with a coal-tar
bill and to get 60 per cent protection than not to get anything at
all. That is how I feel about it, as I do not want to do anything to
interfere with the progress of this bill, even if I have to suffer by it.

Senator NucenT. I understand that you went into the manufac-
turing business in 1904 ¢

Mr, IsermMann, In 1904,

Senator NugenT. From that time up until 1914 you imported the
raw materials?

Mr. IservManN. We imported raw materials and finished products;
in other words, we were merchants and manufacturers.

Senator NucenT. You imported raw materials from Germany?

Mr. IserMANN. We imported raw materials both from Germany
and from Switzerland.

Se;mtor NucenT, Was there a tariff during those years, 1904 to
1914

Mr. Isermann, Yes, sir; 20 per cent.
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Senator NucenT. And you imported raw materials from Germany,
manufactured in this country and competed with Germans in the sale
of the finished product?

Mr. IsermanN, The Germans——

Senator MueenT (interposing). Is that correct?

Mr. Isermann, That is correct,

Senator NucenT. I fail to understand why, under those circum-
stances, there should be any additions to this bill so far as that matter
is concerned. . .

Mr. IserMANN. Senator, if you will allow me, I will explain.

Senator Curtis. Go ahead and explain, .

Mr. IsermaNN. Germany was satisfied for a long time to sell to
Switzerland and_ourselves, and probably France, the raw materials
and make a profit on those raw materials, and from them we made
our finished products and competed with Germany. But about 1910,
the Germans became very graspy and wanted it all. Then they
were getting into the market and made it very hot for everybody;
they were not satisfied with selling the raw materials; they also
wanted to supply the finished product as well, and if you will allow
;ne, I will now read my report, together with a very interesting

etter,

Senator Curris. Go ahead.

Mr, IsermaNN (reading).

VAN D¥k & Co,,
New York, December 8, 1919,
Hon. JAMEs E. WATSON,
Chairman Subcommittee on Finance,
United Statcs Senate, Washington, D. C.
HDIFK:A%O%'SR: The Senate is just considering a protective tariff bill known as

T am herewith submitting to your attention, suggested additions in the pro-
posed tariff bill; memoranda appended.

Van Dyk & Co. (Inc.) entered into the manufacture of synthetic aromatie
organic chemiecals in 1904. In order to exist, it was forced to import, in
the past, certain materials from Germany, Holland, and Switzerland, there heing
no supplies of such materials here, Its progress was beset with difficulties, A
number of other plants entered this field during the war, so that to-day we
are entirely independent of foreign countries,

In view of securing protection for this industry, Van Dyk & Co., hefore
asking Congress to act in this matter, has sent out 385 letters to consumers
of hasle perfumery material, as to thelr attitude, for, or, against tariff pro-
tection for our industry. Three hundred and forty-eight favorable replies
were received,

Since, the whole chemical industry depends upon all of its parts, the organic
branch of the industry, will not be self-contained and independent, unless,
the part manufacturing the synthetic aromatic organic chemicals—of which
over 60 per cent are made from coal-tar, is given ample tariff protection in
the ahove bill,

May I ask your kind cooperation in the Senate on behalf of this important in-
duswry?

Respectfully submitted,

SAMUEL ISERMANN,

MEMORANDUM.

Whereas, the bill known as H, R, 8078 is now before the United States Sen-
ate for its consideration; and whereas, the bill purposes to give tarift protec-
tion to the dyestuff intermedlates, dyes, drugs, and all other chemicals, directly
or indirectly obtained from coal tar; and whereas, no specific mention has
been made as to the protection of the industry synthetically manufacturing

153564—20——14
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compounds used in the manufacture of perfumery, cosmetics, and flavoring
extracts—may I not suggest to you the consideration of this industry, among
the other infant industries, which have recently come to the forefront in the
United States, .

The industry manufacturing synthetically aromatic organic chemicals de-
serves serious consideration, since during the war it has suffered a great deal
at first, before it placed itself in a position to manufacture all of the needed
basie produets,

This industry conslsts in the manufacture of basle materinls used in several
Amerlean industries.

The indusiry is based on the synthesis of odoriferous organie chemieal com-
pounds, Involving great skill and knowledge, and represents the highest develop-
ment in chemistry.

Since, with the exception of a few natural produets gathered from all over
the globe, the raw materials used in the production of aromatic chemicals, con-
sume the same chemicals as do industries producing intermediates, dyestufls,
and synthetie drugs, this industry being very interdependent upon other indus-
tries, and because it claims the same souvee of supplies in the main, namely,
coal tar, it scems to me but logical that the tariff bill should include those
aromatic synthetic chemicals in all its provisions,

The industry manufacturing synthetic aromatie organic chemiculs produces
many of the bases for the following Industries: (a) Perfumery Industry, (b)
soap-making industry, (c¢) flavoring-extract industry, (d)medicinal-chemical
industry. (e) In a considerable measure also: Dyestuff industry.

Tlhose industries are dovetailing and use the same raw materials, namely,
coal tar.

The perfumery, sonp-making, medicinal, and flavoring indutries in themselves
are very large and represent investments of many tens of millions of dollars.
They employ thousands of people in manufacturing and selling capacitics.

At the present thine there ave at least 15 important manufacturers contributing
to the production of the synthetic aromatie organic chemieals as made from
conl tar. Thelr Investment is conslderable, and the trades depending upon
them as stated above are large and responsible,

Our industry is threatened unless protected hy the tariff to the same extent
that the dyestuff Industry and the coal-tar intermediate industry will and shall
be protected.

It is suggested that the synthetic perfumery materials referred to in this
document be placed under group 3 of the proposed tariff law and should be
so worded as to include ail synthetic aromatic organic chemical compounds
used for perfumery, soap making, flavoring, cosmetic, or drug purposes,

A tarlff protection of at least 45 per cent plus 7 cents per pound, would seem
at this time to be adequate to profect American manufacturers and at the same
time, should there be any products that are not at present availuble in this
country, 45 per cent tariff plus 7 cents per pound would not be prohibitive.

In the body of the Longworth bill there are mentioned isolated aromatie
synthetic compounds used in flavoring and perfumery industry,.as coumarin,
but the entire large list of these very fine and costly chemicals have been
omitted, and yet the intermediates used in their manufacture are mentioned in

~group 2 and in group 8 of the proposed bill known as H. R, 8078, Among
others are mentioned amidobenzoic acid, benzaldehyde, benzylchloride, henzo-
quinone, benzoylchloride, cumidin, nitronaphthalene, metachesol, ete,

EXTENSION.

Not only are the five previously mentioned Industries to suffer from the
inndequate protection given to the manufacturers of the synthetic aromatie or-
ganie chemicals. National safety for one and the health of our citizens are
greatly concerned with the protection of our industry.

Permit me to cite one exnmple of each of the nbove conditions:

National safety.—When America entered the war, Van Dyk & Co, were in a
very favorable position to offer their services to the War Department, as they
had the necessary facilities for turning out synthetic aromatic organic chemical
compounds needed for experimental work by the American University and other
branches of the War Departmment. Eventually Van Dyk & Co. supplied pure
benzylchloride to the training camps for the purpose of training the soldiers to
combat with gases. The training eamps were practically all supplied with the
company’s materials,
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I might remark at this time that we were the only coinpany in the
United States which was in a position to make benzylchloride, be-
cause we used these things for perfumery purposes.

When the aeroplane progiam advanced to a point that it was necessary to
get high-boiling solvents for the fireproofing and waterproofing of wings, Van
Dyk & Co. was the only concern in the country which was able to turn out
benzyl benzoate and benzyl acetate, two high-boiling solvents for dope to sup-
ply the needs of the Government. A contract for 90,000 pounds was placed by
the Government, and Van Dyk & Co., in conjunction with the Chemical Co. of
Amerlea, a dyestuff concern, delivered to the Adrcraft Production Board, the
necessary benzyl benzoate and benzyl acetate for dope manufacture.

These two materinls are, properly speaking, perfumery raw material, used
for the manufacture of scented arvticles. When the armistice was signeid, the
compuny had an additional order for 60,000 pounds for which it got ready, but
as the armistice was declared, there was no necessity for completing the entire
fucilities.

In England the Royal Alr Foree used henzyl alcohol; also a perfume body.
In France, benzyl acohol and other perfume hodies were used, as, for instance,
diethyl phthalate. The chemical section of the Afrcraft Production Board
experimented with a great many chemliculs before adopting benzyl actetate
and benzyl benzoate, and Van Dyk Co. was ready to furnish them with all
materials necessary for experimental work.

Many of the aromatic synthetics are used in muaking war gas also.

Health of our citizens.—Benzyl benzoate and benzyl acetate mentioned above
have been manufactured by the firm of Van Dyk & Co, for 10 years past and
used as solvents In perfumery soap making, ete, Durlng the war benzyl ben-
zonte and benzyl acetate have been used for fireproofing of aircraft and now
benzyl benzoate and benzyl ncetate have heen largely experimented with by
authorities in America's foremost universities and found that benzyl henzoate
is a medicine of the first potential importance. It has, a few months ago,
been recognized by the American medieal profession for its importance us
a nonnarcotic antispasmodie, which is capable in a great measure of replacing
opium in medicine, and yet, a drug which is devoid entirely of the evil effects
of opium, namely, it does not form a habit.

Benzyl benzoate supplanting opium will do a great deal—stamping out the
scourge of opium and yet provide the physician with a safe and ready means
of combating pain and human suffering.

These illustrations are here given to show the interdependence of one or-
canice chemienl industry upon the other,

We ave in receipt of letters; one coming from Hamburg, Germany, and the
other from Basle, Switzerland, quoting us some aromatic chemieals at the
same prices. Upon inquiry at both of the different addresses in two different
countries we are informed that the firm of Dr. Mehrlander & Bergmann, of
Hamburg, Germany, and the Societe Anonyme des Parfums Synthetiques, of
Basle, Switzerland, are one and the same firm, the German firm heing simply
camouflaged by the French name and Swiss address and openly stated, that,
under this camouflage they “should be able to secure certain facilities impos-
sible in Hamburg.” This rather nefarlous competition on the part of Ger-
many, Switzerland, and Holland imperils our industry, and we see the hand-
writing on the wall, which is simply this:

Shall the chemical industry in general in the synthetic aromatic¢ organic
chemnical branch, in particular, continue to exist as a truly American industry,
or shull we return to Germany the power and the control which she possessed
previous to the war?

The answer to this question fs up to the United States Senate.

The Manufacturing Perfumers’ Association of the United States, an associa-
tion composed of the munufacturers of perfumery, soaps, and cosmetics, who
are the consumers of the products which Van Dyk & Co. manufactures, in April,
1919, adopted the following resolution:

“Resolred, That the dealers and manufacturers of raw materials, including
aromatic plants and aromutic chemicals, use their best and diligent efforts to
encourage the manufucture of all such materfals in the United States, and that
we cooperate with them in secuving suitable tarift protection, and also that the
assoclation nuthorizes the president to appoint a committee to colleet data and
to recommend what action, if any, our assochution should take in this matter,
(Adopted.)”
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At the hearing on H. R. 2708 and H. R. 6405 before the Committee on Ways
and Means, House of Representatives, on the subject of dyestuffs held June
18, 20, and July 14, 18, 1919, reported on page 521 will be found the writer's
views, Dr, Grinnell Jones, chemical expert of the United States Tariff Com-
mission, made the following statement:

“The following material was submitted by Dr. Grinnell Jones as proposed
amendments to H. R. 6493, page 5, line 16, after the word ‘flavors’ add
‘ benzyl acetate, benzyl benzoate, synthetic odoriferous, or aromatie substances,
preparations, and mixtures used in the manufacture of, but not marketable as
perfumes or cosmetics and not containing alcohol.’

“Add to the repealing clause, page 8, line 7, after the figures ‘46,’ the figures
‘49 Add to page 5, line 1, after the word ‘flavors, the following words:
‘ s‘\;_rtl)t2he§’lc materials for perfumes and cosmetics.’ (See Report on Dyestuffs,
p. 522.)

It would be inconsiderate that our struggling industry should get a set-back
by the reason of influx of German, Swiss, and Hollandish materials, all of which
would be produced from German crudes. In this case not only manufacturers
of perfumery raw materials, but the entire organic chemical industry would
suffer in its development to an extent beyond repair.

Respectfully submitted.

SAMUEL ISERMANN.

I will now refer to one letter from Dr. Merhlander and Bergmann,
of Hamburg, Germany, and the other from Societe Anonyme Des
Parfums Synthetiques, which are one and the same firm. I would
like to say something about this: I received a letter from Switzerland
from the above firm offering my firm certain synthetic materials.
The letter was signed by some one that I read to be “ Merhiander,”
whom I knew to be at Hamburg, Germany.

This Dr. Merhlander I met in New York some years ago; I thought
at once it is very possibly the same Merhlander from Hamburg con-
nected with this Swiss concern. I then wrote a letter to the Mehr-
lander Co., of Hamburg, and to my great surprise I received this
letter from Switzerland, reading as follows:

[Societe Anonyme des Parfume Syntheticques, Bale. Bg/1, _Akteln-Gesellachaft for
Synthetische Riechstoffe, Basel. Freuestrasse 81. Schweiz, Bankgesellschaft, Zurich,

Telegram-Addressee : Sapes.)

. Bare (BAsSgL), October 3, 1919.
Messrs, Van DYk & Co,,
4-6 Platt Streel, New York.

DEAR Sirs: We are in receipt of your letters of September 3, one to the
gbove-called firm, the other to Messrs, Dr. Merhlander and Bergmann in Ham-
burg, and beg to inform you that these firms are closely connected and you
may write either to the one or to the other.

As to our manufacture we have pleasure in inclosing a list which repre-
sents n choice of those articles which we can at present deliver rather
promptly. Regarding »rices, we shall be glad to quote you before long. In
the moment please note our quotation for prompt delivery of cinnamic alde-
hyde is $3 per pound, subject to fluctuations; methyl-anthranilate, $5 per
pound, subject to fluctuations; aubepine, $6 per pound, subject to fluctuations,
¢, 1. f. New York, package Included, cash against documents. We should
like you to pass orders on any articles along to the soclere (not to Messrs.
Dr. M. & B.) as thus we should be able to secure certain facilities, im-
possible in Hamburg, Samples of cinnamic aldehyde and methyl-anthranilate
atr? forwarded by same mail. Of aubepine we can but offer very small quan-
tities.

We should be glad to receive an early and favorable reply. If you wish
g)dcable, kindly employ the A B CCode fifth edition or Simplex Standard

ode.

Yours, faithfully,
SOCIETE ANONYME DES PARFUMES SYNTHETIQUES.
(Rubber stamped in).
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The prices given in that letter are lower by almost 50 per cent
than we can produce these materials in this country at the present
time.

Now, if such a trick is worked in the synthetic drug trade or .
synthetic perfumery industry, why can it not be worked in the dye
industry? It is very plain to me that such a trick will and can be
played. Thercfore, we can not safeguard ourselves sufficiently ; there
is no question about it in my mind that every remedy should be
resorted to. I would like to refer to the hearing before the House
where the suggestion was made as to how our industry could be ——
protected in conjunction with the dyestuff industry by just chang-
ing one or two lines in certain paragraphs of the bill as stated later.

I would also like to read into the record a letter-addressed to
Hon. Nicholas Longworth by the United States Tariff Commission,
signed by Thomas Walker Page. -

Senator Curtis. Just hand that to the stenographer.

Mr. IsermanN. The Tariff Commission in this letter suggests
as to how the certain paragraphs can be changed so as to include

our products.
(The letter of the United States Tariff Commission, submitted by

Mr. Isermann, is here printed in full as follows:)

UNITED STATES TARIFF COMMISSION,
Washington, August 5, 1919.
Hon. NicHOTAS LONGWORTH,
House of Reprcsentatives, Washington, D. C.

DEAR MR, LoNGgwoORTH : In connection with H., R. 8078, now pending before
the House of Representatives, 1 desire on behalf of the United States Tariff
Commission to call your attention to the following suggestions of amendments
or questions involving modifications of the original policy, which may seem
desirable to Congress in view of changes in the situation which have occurred
since the signing of the armistice:

(1) H. R. 8078 as officinlly printed contains the following typographical
errors: Page 8, line 18, “nitrolenzol” should read *nitrobenzol”; page 3,
line 21, “phenylohydrazine” should read * phenylhydrazine”; page 3, line
25, “thiocarbanili” should read * thiocarbamnalid™; page 7, linc 3, ‘ deuco
basg,” should read *leucov base”; page 7, line 12, add a comma after the word
[ ltl -

(2) The commission suggests the following amendment: On page 8, line 8§,
after the figure “5,” add the tigures “14” and “29.”

Paragraph 14 of the act of 1913 reads as follows: “14, Calomel, corrosive
sublimate, and other mecurial preparations, 15 per cent ad valorem.”

Mercuric salicylate is a drug of minor importance, which is in part of coal-
tar origin, and is described in general terms in H. R. 8078 as a *“ medicinal
* & & ghtained, derived, or manufactured in whole or in part from any
of the products provided for in Group I and IL,” and is also covered by para-
graph 14 as a ‘‘ mercurlal preparation,”

This suggested amendment introduces no new principle, but merely insures
that this case will be treated exactly like other similar cases,

A parallel case is found in paragraph 29 of the act of 1913 which provides
in part: “* * * ethers and esters of all kinds not specially provided for in
this section, 20 per cent ad valorem.” .

Some of the products provided for in this bill, including drugs, intermediates,
dyes, medicinals, flavors, and photographic chemicals, may also be described
in chemical terms as ethers or esters, so that there is possible conflict between
the two acts.

(3) The commission further suggests that the words * standards of strength "
be stricken out,of line 17, on page 7, of H. R, 8078, and that the words “a
stundard of strength for each dye or other product’™ be substituted therefor,
and that the words * strengths used,” in line 18, be changed to “strength in

.
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ordinary use.” 'These changes will make the sentence rer-i:  In the enforce-
ment of this section the Secretary of the Treasury shall ..}, a standard of
strength for each dye or other product which shall ce -form as nearly as
practicable to the commercial strength in ordinary use 5+ the United States
prior to July 1, 1914.” '

It is believed that these slight changes in language will make the original
intent clearer.

The word *standards” was used In the plural sense, bheeause there were
many different dyes so that no single standard would do for all. On the other
hand, it was intended that there should be a single standard for a given dye
even in cases where several different strengths appeared on the mavket, and
that the standard should conform to the strength chiefly or ordinarily used.
In some enses a dye was sold and used in an “ordinury ™ quality or strength
and also in a “double” or “extra” strength,

(4) The commissglon further suggest that page 8, line 12, after the word
“dimethyl amidophenol” the word * dimethylphenylbenzylammonium hydrox-
Ide ” should be inserted. The purpose of this is to cover certain products used
for discharge printing on textiles dyed with indigo or vat colors, thus pro-
ducing white or yellow stripes or designs on a colored bhackground. These
products were formerly gold under trade names controlled by Germans, espe-
daily ns Leucotrope O and Leucotrope W. At the time the original report
of the Tarifif Commission was prepared the chemical composition of these
products was not known to the commission, and since they had no name in
commercinl use except thelr trade names a satisfactory designation of them
could not be devised. It is objectionable and ineffective to describe goods in
the tariff lIaw by trade or brand names, since such names can be properly ap-
plied only to the products of a single firm, and the goods might easily and
legully he imported under some other mnne., It has lately been brought to our
attention that these products are mixtures consisting of dimethylphenylben-
zylammonium hydroxide (or sulphonic uaecid derivatives thereof), which is a
coal-tar product, and sodinm formaldehyde sulphoxylate and zinc oxide. By
adding the coul-tar ingredient by name to Group II Leucotrope or its equiva-
lent by whatever name sold will be dutiable under the clause on page 4, line
19, which reads “all mixtures, including solutions, consisting in whole or in
part of any of the foregoing,”

(5) The commission also dexires to call attention to the following questions,
which involve a question of policy, but without making a recommendation,

Perfumery and perfume materinls. Materials of the coal-tar origin are
not covered by the act of September 8, 1916, or H. R. 8078. The tarlff act of
Octoher 3, 1913, contains the following provisions:

“ 48, Perfumery, including cologne and other toilet waters, articles of per-
fumery, whether in sachets or otherwise, and all preparations used as applica-
tions to the hair, mouth, teeth, or skin, such as cosmetics, dentifrices, including
tooth soaps, pastes, including theatrical grease paints, and pastes, pomades,
powders, and other toilet preparations, all the foregoing if containing alcohol,
40 ¢ents per pound and 60 per cent ad valorem; if not containing alcohol, 60
per cent ad valorem; floral or flower waters containing no alcohol, not speclally
provided for in this section, 20 per cent ad valorem,

“ 40, Ambergris, enfleurage greases, and floral essences by whatever method
obtalned ; flavoring extracts, musk, grained or in pods, civet, and all natural
and synthetic odoriferous or aromatic substances, preparations, and mixtures
used in the manufacture of, but not marketable as, perfumeg or cosmetics; all
the foregoing not containing alcohol and mnot specially provided for In this
section, 20 per cent ad valorem,”

" In addition certain other perfume materials or natural origin are specifically
mentioned elsewhere in the act of 1913, especially in paragraph 46,

Commercial perfumery is made by mixing or compounding various natural
odoriferous substances such as varlous balsams, essential olls, floral essences,
animal product (musk, civet, ete,), and synthetic chemieals with each other and
u suitable solvent (usually aleohol) and a suitahle fixative. Other vehicles,
such as taleum powder and cold cream, are also extensively used.

None of the svnthetic chemieals used are of coal-tar origin and others are not
derived directly or indirectly from coal tar. These perfume chemicals are as
n rule complex substances whieh are difficult and expensive to make, they must
e of the highest purity and quality and they have a small market. For
these veasons they are very expensive—only n few of them can be bought as
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Tow as $1 per pound, and prices above $25 per pound are common, and even
sales at $100 per pound are not unknown,

The manufacture of perfumery and perfumed materlals is divided into two
distinet branches—(1) manufacturers and dealers in perfume materials, and
(2) manufacturers who purchase thelr materials and mix, bottle, advertise,
:mtd l(l]ltstrl]lmte the finished perfumery or other perfumed tollet articles to the
retail trade.

In the preparatlon of the report of the Tariff Commission, dated December
12, 1918, suggesting a revision of title 5 of the act of September 8, 1916, per-
fumery materials were purposely left out hecause Congress had apparently
clearly expressed an intent to leave them dutiable under the tariff act of 1913.
Perfume materials of conl-tar origin are, however, so closely allled to drugs
and flavors of similar origin that they might logically be included with them,
There are materials such as methylsalicylute which may be used as drugs,
flavors, or perfumes. Benzyl benzoate and.henzyl acetate are worthy of speclal
mention by name because in addition to thelr use as drugs and perfumes they
were found during the war to be useful as a solvent for the varnish used on
alrpiane wings and large amounts were made for this purpose. The materlal
used for this purpnse does not require to he of high quality necessary for use
in medicine or perfumery, and, therefore, it is suggested that these two sub-
stnnees be mentioned by name in order to forestnll a claim by an importer
that the materials are not perfume materials, but solvent for airplane varnish.

It Congress desires to include perfume materials in Group 111, the following
amendments to L R, 8078 will accomplish this purpose:

Tusert, on page i, line 17, of H, R. 8078, after the word * flavors,” the fol-
lowing: “* * * Dhenzyl acetate, henzyl benzoate, synthetic odoriferous or
aromutic substances, preparations, and mixtures, used in the manufacture of,
but not marketable as perfunies and cosmeties and not containing alcohol ”';

Add to the repealing clause. pnge 8, line 8, after the figure “ 46" the figure
“ 49."

On page 3, Hne 2, after the word “ flavors,” lnsert the words * synthetic ma-
terials for perfumes und cosmetles.”

(6) There is one othc matter on which Congress expressed very clearly a
definite policy in the act ¢.! September 8, 1916, which it may wish to reconslder
in view of later developments. In the present law phenol is placed in Group II
on the dutinble list, whereas cresol, which is closely allied to phenol, is placed
on the free list. Both phenol (or erystal carbolic acid) and cresol (or cresylic
acid or liquid earbolic acid) are found naturally in coal tar and are commer-
cially derived from this source as joint products in the treatment of coal tar
for the rvecovery of its valuable constituents. They have many uses in common.
The distinetion between them, which is of the greatest commercial significance,
is that phenol was used on an enormous seale in the recent war as a raw ma-
terial for the manufucture of the high-explosives plerie acid and ammonium
pierate, which are important shell fillers. Cresol, on the other hand, was used
only in relatively insignificant amounts in the manufacture of explosives. As a
consequence, the supply of natural phenol from coal tar was entively inadequate
and an enornous synthetic phenol industry was developed in the United States
during the war, although no such factortes existed in the United States at the
outhreak of the Eurepean war, During 1918 over 100.000,000 pounds were
made in the United States. The difference in the treatment of phenol and
cvesol in the tariff act of September 8, 1916, was obviously intended to protect
und encourage the new synthetic phenol industry and found ample justification
on military grounds. :

The conditlons which have arigen since the signing of the armistice nre, how-
ever, o radically different that Congress may wish to reconsider this policy.
The new synthetic phienol industry had been so successful that soon after the
signing of the armistice the stocks of phenol on hand in the United States were
so large that it will probably require from three to flve years to consume them
for peace-time purposes. The price quickly dropped from about 45 cents to
about 8 cents, and all the factories shut down, and it is very doubtful if they
will ever open again, Natural phenol will, of course, continue to be made and
may supply the entire demand as it did before the war. The best that can be
hoped for is that after allowing three years or more for the disposal of surplus
stocks n small fraction of the existing plant capacity may be utilized. Under
these changed clreumstances Congress may wish to reconsider the policy of
making a difference between phenol and cresol and put them on an equality
elther on the free lst in Group I or on the dutiable list in Group II,
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The commission expresses no opinfon on the matter of pulicy involved, but
merely presents for the convenience of Congress the facts having a bearing
on the subject. A prominent American manufacturer of phenol and cresol
from coal tar urges that cresol should be placed on the dutiable list nlong with
phenol, and in support of this contention urges the following arguments: (a)
Phenol and cresol are obtained as Joint products in the treatment of coal tar,
and if the argument based on the protection of the synthetic phenol industry Is
no longer regarded as valid, the two products should be givea equal treatiment
under the tariff, (b) The recovery of phenol and cresol from coal tar s more
complex and expensive than the recovery of other crude coal-tar products, such
as benzol, toluol, and crude naphthalene. (c) At the present time there is
much phenol and cresol . which Is not commerclally recovercd from the various
coal-tar distillates, because it has not heeen profitable to do so in the pust in
competition with imported phenol and cresol; but the imposition of a duty on
cresol and the retention of a duty on phenol would make it profitable to install
and operate the necessary egaipment at tar distillerles. On the other hund, it
should be pointed out that cresol or cresylic acid is an important raw material
for the munufacture of disinfectants, including disinfectant soaps and sheep
dips, as twell as in the manufacture of synthetic resins and a great variety of
other products.

Cresol and cresylic acld or crude carbolic acid have been regularly imported
in substantial amounts chiefly from England. It therefore secms probable that
to transfer cresol and cresylic acid to the dutiable list would inecrease the cost
to the consumers of these products, and if it resulted in a lessser use of disin-
fectants might ever. react unfavorably on the public health. Although it is
probably true that the recovery of cresol from coal tar Is somewhat more
difficult tnan the recovery of some of the crude products, nevertheless, as
compared with most intermediates classified in Group II, cresol can be made
ensily and cheaply and is regularly sold at prices substantially below the price
of most intermediates.

Attentlon {s called to the fact that if any change is made in the present pol-
icy, elther by changing phenol to the free list or by adding cresol to the dutiable,
further amendments should be made to the specifications which distinguish
between distillates which shall be dutiable and those which are free. The
specifications in H. R. 8078 are drawn for the purpose of insuring that distil-
lates containing large amounts of phenol shall be dutiable, but that distillates
which contain cresol instead of phenol as their most important ingredients shall
be free.

Very truly, yours,
v ny ’ THoMAS WALKER PAGE,
Vice Chairman.

STATEMENT OF MRB. THOMAS 0. MARVIN, SECRETARY HOME
MARKET CLUB, BOSTON. .

Mr. MarviN. Mr. Chairman, the first tariff law of the United States
was signed by George Washington on July 4, 1789. The average
duties were low, but this law contained one provision the importance
of which has been overlooked in much of our subsequent tariff legis-
lation. That provision was that the ad valorem duties should be
assessed upon imported goods in accordance with ¢ the values thereof
at the time and place of importation.” It was because of this method
of levying duties upon the American value of the imports that the
low duties of that bill proved satisfactory and to a considerable de-
greo efficacious. ’ . .

This system of American valuation of imports continued until
1795. Foreign valnation was substituted at that time without any
public explanation and without discussion. But the custom was re-
tained of adding to the foreign cost all packing, transportation, and
commission-charges.

In 1817 the importing interests scored another victory in the pas-
sage of a short supplementary act which provided that ad valorem
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duties “ shall be calculated upon the net cost of the article at the place
whence imported, exclusive of packages, commissions, charges of
transportation, export duty, and all other charges.” Within a year
frauds and undervaluations became apparent, and Congress pasesd
a law providing that the owner or consignee of goods subject to ad
valorem ducies must produce “the original invoice thereof” and
swear that-it “ exhibits the true value of such Foods, in their actual
state of manufacture, at the place from which the same were im-
ported.” This was the beginning of a complex system of rules and
regulations to overcome the difficulties of the system of foreign valu-
ation, and to prevent and penalize frauds and undervaluations,

_In a speech in the House of Representatives in support of the tariff
bill of 1820, Henry Baldwin, of Pennsylvania, chairman of the House
Committee on Manufactures, said:

The mode of ascertaining the value of goods on which a duty is to be assessed
has been attended with much difficulty—an almost constant war between the
merchants and the officers of the customs—and has been often changed. The
original mode of ascertaining the value “ at the time and place of importation,”
prescribed by the act of 1789, was the falrest and most eguitable; as an ad.va-
loxiem duty it was, in fact, what it purported to be—so much per cent on the
value,

In April, 1830, Rollin C. Mullary, of Vermont, chairman of the
Committec on Manufactures, discussing the bill to prevent revenue
frauds, said:

You can not reach the person who swears falsely to an Invoice in a foreign
country. There he is perfectly safe, The truth is, sir, that the foreign valua-
tion is the rotten part of our system.

During the debate on the tariff bill of 1833, Henry Clay offered an
amendment that after 1842 the duties should be assessed “ on a valua-
tion made at the port in which the goods are first imported.” Mr.
Clay said: ,

Now the valuation is made in foreign countrles. We fix the dutles, and we
leave to foreigners to assess the value on articles paying ad valorem dutles.
This is an anomaly, I belleve, peculigr to this country. It is evident that the
amount of duty payable on a given article, subject to an ad valorem duty, may
be affected as much by the fixation of the value as by the specification of the
duty. And, for all practical purposes, it would be just as safe to retain to
ourselves the ascertainment of the value and leave to the foreigner to pre-
seriba the duty as it is to reserve to ourselves the right to declare the duty and
allow to him the privilege to assess the value,

Now, sir, it seems to me that this i1s a state of things to which we should
promptly apply an efficlent remedy; and no other appears to me but that of
taking into our own hands both parts of the operation—the ascertainment of
the value as well as the duty to be paid on the goods, If it be said that we
might have in different ports different rules, the answer is that there could be
no diversity greater than that to which we are llable from the fact of the
valuation now being made in all the ports of forelgn countrles, from which we
make our importations. And that 1t is better to have the valuations made by
persons responsible to our own Government and regulated by one hand than by
unknown forelgners, standing under no resposibility to us.

The amendment was adopted, and the bill as thus amended was
enacted. ..

Tn 1842 o new tariff bill was passed which retained the provision
for foreign valuation, but the law as passed provided, in section 27,
that the Secretary of the Treasury should annually ascertain if the
duties on any articles had exceeded 35 per cent ad valorem on the
average wholesale market value of such articles  in the several ports
of the United States for the preceding year,” to enable him to make
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such recommendations as he might deem necessary. Thus the
anomalous situation was presented of specifying foreign valuation
for the collection of duties and of retaining home valuation for the
purpose of making recommendations.

In his first annual message to Congress, December 2, 1850, Presi-
dent Fillmore recommended the adoption of specific duties as a
method of preventing undervaluation, and then added:

As before stated, specific duties would, in my opinion, afford the most perfect
remedy for this evil; but if you should net concur in this view, then, as a
partial remedy, I beg leave respectfully to recommend that instead of taking
the invoice of the article abroad as a means of determining its value here, the
correctness of which involce it is in many cases impossible to verify, the law
be so changed as to require a home valuation or appraisal, to be regulated in
such manner as to give, as far as practicable, uniformity in the several ports.

_President Fillmore repeated this recommendation in 1851, and in
his_annual message of 1852, once more recurring to the subject, he
said:

I therefore aganin most earnestly scecommend the adoption of specific duties
wherever it is practicable, or a home valuation, to prevent those frauds,

Col. George C. Tichenor, for years a special customs agent of the
Treasury Department and for some time prior to his death president
of the Board of General Appraisers, in a letter addressed to the
Secretary of the Treasury in regard to importations of foreign
goods, snid:

I have found instances in some foreign countrles where it was claimed that
the prevailing market values for certain articles were ditYerent—lower, of
course—for the export trade than for the home trade, and in some instances the
prices for export to different countries differed. It appears to me that in such
case either the home value there or here should he taken,

He expressed the opinion that “there is eminent propriety in as-
sessing the duty according to the home value, instead of the unknown
and uncertain value in the country of production.,” In his epinion
the difficulties thus encountered would not be as gieat as are met in
arriving at the true foreign market value of the immense quantities
and kinds of goods imported.

Henry F. French, Assistant Secretary of the Treasury, appeared
before the Tariff Commission of 1882 in response to an invitation of
the commission, and in the course of his testimony said:

I think the question whether your conmission should not recommend a home
valuation instead of a foreign valuation is one of the most important you
should consider,

Why should we go to India, or to England, or anywhere else, to ascertain
what the value is or was there, rather than to take the value in the port of
fmportation, or in the principal markets of the United States, which would be
the better term or better method? It seems to me that it is one of the curiosi-
tles in the law that such a provision should have existed from 1799 down to
the present time, and I think it only exists now because nobody has really
thought it possible to ehange a thing that has existed so long.

In the course of this testimony Mr. French said:

I think any person who should be told for the first time that we look abroad
in order to find out what duty we should assess upon an imported article
wonld be very much puzzled to know what reason there could possibly be for
8o doing.

He declared it to be his opinion that “ there is no sense in retaining
this provision for foreign valuation, It is home valuation, in fact,
which should control the duty.”
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. The Dingley law of 1897 contained a provision authorizing ap-
praisers “to take into consideration the wholesale price at which
such or similar merchandise is sold or offered for sale in the United
States.” Here is a recog 1ition of the principle of home valuation in
one of our recent tariff laws, but it is not an establishment of the
principle as part of our revenue system.

It would seem to be a good time now to give careful consideration
to the question of returning to the originul basis of assessing the
value of imports that was established in our first tariff lnw—that is, -
the assessing of the value of the imports “at the time and place of
importation,” or on thejrr value in the principal markets of the
United States. When oar first tariff law was adonted manufactnres
were but slightly developed in this country and possibly some diffi-
culty arose i establishing the American value of some of the im-
ported articles. The situation has completely changed, however, and
almost all imports are either of a competitive character or of a nature
so well known that their value in the American market can readily
be ascertained. It has been testified time and again by tariff experts
and Government officials that the difficulty of ascertnining the honest
foreign valuation is much greater than any difliculty attending
- American valuation of the article.

There is a marked difference in the cost of similar articles in
foreign countries, The cost in Germany may be lower than that in
England, the cost in Japan considerably lower than that in Germany.
Our present system of estimating value on the market price in the
country of origin gives a decided preference to the countries of low
production costs, and Japan has sufficient advantages at present with-
out continuing a system which plays directly into theiv hands, a «vs-
tem which will give both Japan and Germany an advantage over
I'rance and England. A duty that might prove protective so far as
British products are concerned might afford no protection at all from
similar products from Japan. If the duties were levied upon the
value of these goods in the’ American market, they would bear equally
upon corresponding products of all countries. . :

American valuation of imports can be more readily and honestly
established than foreign valuation. By this system confusion, fraud,
undervaluations, and lawsuits would be avoided. And of particular
importance is the fact that the home valuation, which in most cases
wih be higher than the foreign valuation, would permit the adoption
of a scale of duties lower than those that would be necessary to afford
adequate protection if the system of foreign valuation is retained.

Assume the purchase price of a pound of foreign dyes to be 20
cents; and that the dye comes within group 38 of the Longworth bill,
which provides a specific duty of 7 cents per pound and 43 per cent
ad valorem.

If this dye were imported under the provisions of the Longworth
bill, with t{le ad valorem rate of duty levied upon the foreign value
of the product, the transaction would figure out as follows:

TOPOIEN QOB o e e et e e s o o
Specific duty : SR do—__. 7
Ad valorem AUtY oo e -per cent.. 45
Duty PATA . oo o e e cents_._ 6
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This same transaction under the plan of the American valuation
would work out as follows:

Forelgn cost cents-.. 20
Specific duty d0cu. 7
Ad valorem duty. per cent-. 45
Duty paid . cents.. B0

In the first example the ad valorem duty is figured on the foreign
value of 20 cents and amounts to 9 cents. In the second example, the
ad valorem duty is figured on the American value, which fI(’n- this
purpose is assumed to be 52 cents. Forty-five per cent of the Ameri-
can value, therefore, would be 23 cents. But.this enables the importa-
tion of the article at a duty paid value of 50 cents, which is 2 cents
less than the American cost of production. In the following table
the specific duty is raised to 10 cents and the ad valorem duty of 45
per cent is levied on the same American value, that is, 52 cents, which
would be 23 cents, and the plan would work out as follows:

Forelgn cost _— cents._ 20
Speciflic duty do...- 10
Ad valorem duty . per cent.. 45
Duty paid cents.. 63

These illustrations show that by adopting American valuation in
place of foreign valuation protection can be secured for American
products if the specific and ad valorem rates of duty are properly
adjusted, and that it would not be necessary to resort to ‘excessively
high duties. .

Mr. Iserman, I think Dr. Jones is here and I believe he can explain
the position of the tariff commission, and what their suggestion was
regarding our products, and as to how the matter was left out.

enator Curtis. We will hear the tariff commission later on, The
committee will now stand in recess until 10 o’clock sharp tomorrow
morning, : X . .

(Thereupon, at 4.30 o’clock p. m. the committee adjourned to meet

tomorrow, Thursday, December 11, 1919 at 10 o’clock a. m.)
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THURSDAY, DECEMBER 11, 1919,

UniTep STATES SENATE,
SuBcoMMITTEE OF THE COMMITTEE ON FINANCE,
Washington, D. C.,

The subcommittee met at 10 o’clock a. m. in the committee room,
312 Senate Office Building, pursuant to adjournment on yesterday,’
Senator Charles Curtis, presiding. Also present, Serators Suther-
land, Calder, and Nugent,

Senator Curtis. Mr. Demming, whom will you call next?
q ]lwfl Denning. I would suggest that you call Mr, Wood, of Phila-

elphia,

STATEMENT OF MR. JOHN P. W00D, PRESIDENT OF PEQUEA MILLS
C0., PHILADELPHIA, PA,

Senator Curtis. State your full name and whom you represent.

Mr. Woop. My name is John P. Wood; I am president of the
Pequea Mills Co., Philadelphia. T represent, besides the mills with
which I am connected, a group of textile mills in Philadelphia, and I
shall speak for them also.

Mvr, Chairman, at the request of a number of those who have asked
to be heard, I am going into the matter somewhat more thoroughly
than my individual representation would warrant, with a view to
reducing the amount of time they will take.

At the verg' beginning of my remarks I desire to emphasize that I
earnestly and unequivocally favor the enactment of such legislation
as will assure the preservation of the American dye industry, and a
continuation of its prosperous and successful development, Every-
thing that I may say must be interpreted with full faith in that state-
ment.

I shall try to make clear the objections to an embargo; and the
reasons for my belief that such a method is not needed to accomplish
the result, .

If I fail in this, and the advocates of an embargo can show by
experience and fact that the evils of a licensing system are negligible,
and that the power of foreign competition can not be met by any
other means, then must I confess to the need of an embargo and its
accompaniment, bureaucratic licensin%.

Up to the present time the case for licensing has been presented as
an appeal to emotional patriotismm, There may yet be submitted a
logical argument, supported by competent evidence, but thus far
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apprehensions have been offered in lieu of facts; and opinion in the
place of reason. .

The plan under consideration being of so extraordinay a nature,
and entirely without precedent in American legislation for economic
benefit, the burden of proof of necessity rests upon the proponents.

If Mr. Waters, who testified yesterway, and My, Cheney and Mr.
Hobbs and the United States Finishing Co. are satisfied with the
dyes they are getting; if these dyes will meet the requirements of
their trade, there is no opposition on the part of those who object
to the licensing system to their continuing to use them, but we object
most emphatically to the assumption upon the part of these witnesses
that becausd they have no need for better dyes, no one else has either.

Of the consumer witnesses who testified yesterday, including tho
letter introduced by Mr. Choate from Mr, Hobbs, three of them are of
estublishments members of which constitute the consumer members
of the present advisory committee to the War Trade Board. They

" are committed to the present system by participating in its adminis-
tration; they are responsible in large part for the delays, which we
have been suffering from, and they can not de otherwise than advo-
cate the continuance of a system with which they have been so inti-
mately identified,

Dr. Grimnell Jones, the dye and chemical expert for the Tariff
Commission, in referring to vat dyes, which constitute one group of
colors not yet made in the United States, said in a statement pub-
lished as recently as October 27: '

But unless American textile manufacturers ean get these vatl dyes as soon
as they have to compete with the textiles from abroad made with these dyes

they will suffer heavily.
* * * * £ * %

It stands to reason that if forelgn cotton goods colored with vat dyes can
he offered for sale in the United States before Amerlean goods of equal qual-
ity are ready for the market, it will serfously damage the reputation of Ameri-
can manufacturers and give a new opportunity for the ol prejudice in fuvor of
foreign dyes. These vat dyes that I refer to are the fastest type of cotton
dyves known and are pavticularly needed for cotton shirtings, ginghams, and
other wash goods.

I met last evening a gentleman who had come to Washington par-
ticularly to hear this subject discussed, and who I presume wili ap-
pear before you, who told me his company had bought far more
foreign cotton goods of British manufacture at this present time
than ever before, and that the amount exceeded the total amount of
the domestic cotton goods, because the British goods are dyed with
the superior quality of dyes which are at present denied us. He will
probably testify hefore you and tell you his own story, but it is ap-
propriate in connection with this statement of Dr. Jones.

What Dr. Jones said of the importance of the vat dyes to the cot-
ton industry is equally applicable to certain classes of dyes needed
by the woolen and silk trades.

Before proceeding to discuss the tariff aspect of the matter, I want
to direct attention to the fact that no American industry, as far as
I am aware, ever expected that tariff rates could be enacted by Con-
gress that would permit of its immediate complete development to
100 per cent of American requirements. In the cases of the steel
industry, of carpets, silks, woolen goods for men’s wear, fine women’s
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dress goods, and fine cotton goods, it has been true that with a tariff
protection that would cover the simpler forms of manufacture which
included the bulk production, the industry could be developed here,
and gradually attain the skill and experience to manufacture those
finer products which in all trades constitute only a relatively small
percentage of the total. 1 am not able to sny what that percentage
15 in the dye industry, but I understand from those in the business
that the amount which has been developed to quantity production in
this country—being the dyes of general use—would represent prob-
ubly over 80 per cent and perhaps nearer 90 per cent of the total
American consumption; and if the tariff will thoroughly protect
so large a part of the consumption as that, we feel that out of the
success which can be attained in that business there is abundant
opportunity to develop the finer und more intricate dyes, and the
industry will then proceed to the attainment of full production.

Those trom whom the propusal to apply licensing restrictions to
dye imports emanated assert that import duties would afford no pro-
tection to the domestic industry. But who among them has ever
been a real advocate of a protective tariff? Nearly all of those most
prominent in promoting this plan before Congress and the public
have been lifelong opponents of the protective tariff. One or two,
while affiliated with the party of protection, have never displayed
any familiavity with the historic record of the industrial achieve-
ments of the American tariff policy, nor with its practical appli-
cations. They confidently allege that no rates of duty would suffice
to sustain the dye industry; but they offer no evidence in support
of their contention.

Aguinst their unsupported assertion we cite the evidence adduced
by the representatives of the domestic-dye industry at various con-
gressional tariff hearings in recent years. At these hearings they
have habitually and consistently testified that adequate tariff rates
would enable the industry here to develop to the most complete de-
gree; and they have submitted competitive costs in support of their
views. The rates for which they asked were much less than those
asked in the Longworth bill, to which latter there has been no op-
position by us.

I shall not trespass upon your time to read quotations from the
earlier hearings, though I have them here from as far back as 1882
and, if desired, can present them for the record.

Senator Curtis, We would be glad to have you present them for
the record. .

(The quotations from tariff hearings submitted by Mr. Wood are
as follows:)

TESTIMONY BEFORE UNITED STATES TARIFF COMMISSION,

1882,

( My, James Hendrick, president of the Albany Aniline & Chiemical Works
p. 11):

“In that case, I think 35 per cent would be about a fair rate, I think -we
could live if it were fixed at that figure,” '

* * » » * » L

* Specific uties, I believe in, because they ave easily collectible, and men
have no disposition to be dishonest; but with ad valorem duties the temptation
to fraud is greater.”
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Mr. V. G. Blolde, representing the American Aniline Works of Parkersburg,
W. Va, (p. 13):

“* * & There is no reason whatever why, within 10 years, or even a
much shorter period of time, if we are only nble to avail ourselves, by meuns
of a liberal protectlon, of our domestlc wenlth in crude material, all other
coal-tar colors shonld not be in the same position.” )

The kind of protection to which he was referring was that of tariff dutles,
and he advocated as sufliclent, rates in specific form that had an ad valorem
equivalent of from 23 to 33} per cent.

Mr, J. I, Schoellkopf, jr.:

*“ We must have an absolute protection, and this can be realized only by a
specifie duty. I would suggest the raising of the specific duty 25 to 50 cents
per pound and dropping the ad valorem altogether. This would enable manu-
1’acturfrs to com[:ete with “;lth forelgn‘manufacturers.”

d L ] *

1 suggest this high duty in order to give the home manufucturers a start.
After 5 or 10 years it would not matter {f the duty were taken off; but we
must have a large protection to enuble us to start, * * *

Note~—In 1915 Dr. Stone stated that 35 per cent ad valorem plus 73 cents
specific would not be very far out of proportion then to 85 per cent ad valorem
and 50 cents specific in 1882,

Mr. George C. Tichenor, special agent of the Treasury Department :

“T am convinced that it would be advisable to retain the specific feature
with an ad valorem rate sufficient only to serve as an equalizer, and not to
exceed 156 per cent. 1 have thought that 25 cents per pound and 15 per cent
ad \lialorcm would be as high a rate as could be asked for purposes of pro-
tection.’ .

HEARINGS BY COMMITTEES OF CONGRESS—(DR. HESSE'S PAMPHLET).
1888-1890.

Statement (jointly) of Albany Aniline Co., Schoellkopf Aniline & Chemical
Co., Heller & Herz, Hudson River Aniline Color Works, recommends duties in
two classes, viz:

Class I, Alizarine colors, pierie acid, naphtholizillon, 25 per cent ad valorem
and 10 cents per pound gross weight.

Class 11, Nonalizarine colors, 25 per cent ad valorem and 25 cents per pound

gross weight,
1896-97.

Mr. Schoellkopf advocated a duty of 85 per cent ad valorem on ‘ coal-tar
products of every description, not specially exempted by name,” and crudes and
intermediates to be continued on the free list. And a paper submitted by him,
Jointly signed by his own company, Heller & Merz Co., and the Hudson River
Aniline Color Works, concluded with the statement:

‘ We feel confldent that the slight increase asked for, which makes the rate
what it was under the tariff act of 1883 and 1890, will enable us, with the expe-
rience we have gained under adverse clrcumstancss, and with the great progress
in scientific chiemistry, to successfully compete against the imported goods and
in time supply the home market,”

1908.

Hearing of Ways and Means Committee, Mr. Schoellkopf, representing his
own company and the Heller & Merz Co., presented a brief requesting that the
dutles “on colors and dyes be increased from 30 to 40 per cent ad valorem,
and that all coal-tar products not colors or dyes used in the manufacture of
these dyes be placed on the free list,”” The brief further stated:

“ In submitting this request we do so with the understanding that it is the
intention of Congress so to adjust import duties as to give the domestic manu-
facturer adequate protection against his foreign rival.”

1909,

Congressman E, J. Hill, in a speech in the House on February 20, 1912 (Cong.
Rec., p. 2355), said that when three years previously “the great chemists of
the country said in the public hearings:

e
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“¢If you will give us an advance of 6§ per cent on the finished products of
coql tar we will develop that industry in this country, provided you leave the
first derlvatives or raw materials for our products on the free list.

. ““We decided to do that and raised the duty from 80 to 85 per cent. The bill
went over to the Senate, and the Senate put the duty back to 80 per cent.”

1915.

Mr. 1. F. Stone, in an address delivered September 22, 1015, before the Na-
tional Exposition of Chemical Industries, quoted with approval the opinion of
Dr. Hesse that the refes in effect from 1880 to 1883 “ gave ample protection to
the industry,” and added his own opinion that the rates then (1915) recom-
mended by the American Chemical Soclety, viz, 85 per cent ad valorem and 7%
cents specific “ would not be very for out of proportion to the 1880 rates, con-
sidering the differences in methods and costs then and now.”

PATENT REQUIREMENT FOR MANUFACTURE IN THE UNITED STATES,

There exists a difference of opinion as to whether any advantage wounld result
if the patent laws required manufacture in the United States. But I think
it is not disputed that such a requirement could be framed that would assure
a considerable development of the productfon in this country of colors here-
after patented, Great Britan seems to have accomplished somethng in that
directon prior to the war.

But whether the advantage of such a requirement would be much or little,
the Germnn Government was successful in persuading our own Government to
forego, in the past, tI'e opportunity to try that policy; for the Bernstorff-Bacon
treaty is understond (o have included a clause reading as follows:

“The working of . patent, working pattern (Gebrauchmuster), design or
model in the territory of one of the contracting parties shall be consldered as
equivalent to its working in the territory of the other party.”

Mr. Woop. But coming down to the conditions which have pre-
vailed since the beginning of the war in Europe; in 1916 the New
York section of the American Chemical Society appointed a select
committee to make a study of the legislation necessary to protect the
rapidly developing dye industry and to assure its continued progress
under satisfactory conditions after the war.

This committee of the Chemical Society was composed of Bernard
C. Hesse (chairman), J. B. F. Herreshoff, I. F. Stone, J. Merritt
Matthews, H. A. Metz, D. W. Jayne, and Allen Rogers.

The committee after a thorough study of the subject recommended
these rates: On intermediantes, 15 per cent ad valorem and 33 cents
per pound specific; on finished dyes, 30 per cent ad valorem and 7}
cents per pound specific.

Senator NvcenT. When was that?

Mr. Woon. In 1916—which rates are substantially less than those
provided in the Longworth bill.

And on January 7, 1916, in a letter to Hon, E. J. Hill, of the Ways
and Means Committee, the cqmmittee said it was “ their expertation
that as the result of such duties a conplete, self-contained, and inde-
pendent coal-tar chemical and dye industry will eventually result in
the United States.”

The only changes in the general situation that have occurred since
the committec made this statement are a weakening of Germany’s
economie condition by the cost and wastage of three years more of
war and the great strengthening of the American dye industry
through added experience, and the great profits earned which have
made it possible to write off much of the plant cost, and to accumu-
late in addition large reserve funds,

163564—20——15
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In that connection I want to call your attention to the subject of
profits, because there was so much snid yesterday about the difficulty
of encouraging capital to come into this business unless this pend
ing bill is enacted. I have before me a prospectus issued for the sale
of certain stock of the National Aniline and Chemical Co. In this
statement it is shown that the company had plant and tangible as-
sets of “ more than $18,000,000,” against which it is stated that there
has been especially reserved for depreciation and obsolesence out of
earnings of 18 months $8,000,000, reducing the net book value of the
fixed assets to approximately $10,000,000. The New York Sun on
December 2 in its financinl news had a report regarding this com-
pany in which it stated that the earnings for the present year are
more satisfactory than during the year 1918, which, if true, would
seem to enabie the company to further reduce the plant investment of
$10,000,000 by another $8,000,000, so that very early after the 1st of
January we may reasonably expect that a plant cost of $18,000,000
will then have been reduced to $2,000,000, which certainly is far less
than the cost of replacement.

That I offer only in connection with my general statement, that
at the time these rates were advocated by the chemical industry for
the dyestuff business the conditions were less favorable than now.
Since then, the war having been protracted longer than was expected,
the high profits of the war have made it possible to write off large
sums for depreciation and to accumulate large reserve or surplus
funds in addition. ‘

During the same period Germany has become progressively more
exhausted and in a situation where the expense o?r production is
greater than it was before. So it is fair to assume that if the rates
asked for in 1916 would have been sufficient then, rates much higher
than those ought to be suflicient in 1919,

The committee further stated that the rates proposed by it would
substantially reproduce the tariff conditions in 1882, under which the
domestic dye industry was satisfactorily developing.

Senator Nugent has asked several witnesses why we had no dye in-
dustry before the war. My answer (in which he probably will not
concur) is that after 1882 it never did have adequate protection. In
1882 the German industry was relatively in its infancy compared
with what it subsequently became, and, as you have been told by pre-
vious witnesses, the industry in the United States, in its small way was,
in 1882, in a prosperous condition, and if protection had been con-
tinued then until now, there is no reason to doubt that we would have
had an industry here that would have been comparable with the Ger-
man dye industry,

I want also to refer to another statement that has been made here.
It has been said the reason a snflicient tariff was not continued was
because of the opposition of the textile industries. It is true that
some 8 or possibly 10—I do not remember the exact number—textile
consumers in New England did oppose the duty on alizarin dyes
and indigo. '

Senator Nucext. Were they successful ?

Mr. Woop. They and others holding the same view were success-
ful. They were a small minority of the textile users of dyes. The
textile manufacturers generally were not in sympathy with them.
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By a curious coincidence some of the most prominent advocates of the
licensing system were among those who asked for the removal of the
duty on alizarin dyes. . )

Senator NucexT., During those times, did the dye manufacturers
receive any assistance in their efforts to secure the enactment of tariff
laws from the men whom you speak of as a large majority of the tex-
tile manufacturers? .

Mr. Woon., They did. T ean not specify time and place, Senator.
But, personally, as a representative of the textile industries in hear-
ings before the House, I have habitually stated that those whom I
represented favored adequate protection to the dye industries.

Senator NucexT. Then, you would have the committee understand,
Mr. Wood, that during this time about 10 of the textile manufac-
turers, according to your stautement, were successtul in their efforts
to defeat the enactment of tariff legislation for the protection of the
dye industry.

Mr. Woon. 1 would not say that, Senator.

Senator NueeNT, Against the efforts of the dye manufacturers
and an overwhelming majority of the textile manufacturers. .

Mr. Woon. I would say that 10 or more—I do not remember the
exact number—the names can be found in the print of the Ways and
Means Committee hearings, whatever the number was—that their
efforts, coupled with other efforts upon the part of interested import-
ers, were successful.

Senator NucenT, What other importers?

Mr. Woop. Importers of dyestuffs who naturally did not want a
tariff. That is quite the common attitude of the importing interests.
They are not interested in a taviff on imports, and the importers—
not only the representatives of German houses, but the representa-
tives of the British and French and Swiss houses—have opposed
protective tariff rates on dyes.

Senator NueexT. Do I understand you now to say that the manu-
facturers of dyestufls in this country were not a unit in their demand
for the enactment of tariff laws to protect their industries?

Mr. Woop. On the contrary, I think they were entirely a unit.

Senator Nucent. I am sure I do not understand you, Mr. Wood.
You say that ¢ other importers *——

Mr. Woop (Sinterposing). The importers and manufacturers were
two entirely different interests.

Senator NucenT. I understand, but do you say that the importers
then joined forces with a large majority of the textile manufacturers?

Mr, Woop. Oh, no. The importers opposed ti granting of the
duty or tha continuance of the duties on alizarin an§ indigo. They
sought support for their opposition from dye consumers, and in those
efforts they were successful in getting a very small number of dye
consumers in the textile industry to say they were opposed to a duty
on alizarin and indigo. Their opposition, I think, did not go beyond
signing a petition upon the subject.

Senator Nveent. Then, we will put it another way: According to
your statement the importers of dyestuffs in this country joined hands
with a considerable number of textile manufacturers to prevent the
enactment of tariff laws which would protect the dye manufacturing
industry in the United States,
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Mr. Woop. I think that is correct, excepting as to the considerable
number—the number will speak for itself; it 1s in the hearings.

Senator NuceNT. I understoad you to say, in the first instance, that
there were a small number of approximately 10.

Mr. Woon. My recollection is that it might have been 10 or a
dozen; it is in the published hearings which sre before the chair-
man, The names are all given. By reference to the record the actual
number of signatures appears to have been 17 out of several thousand
textile establishments.

Senator NucenT. You may proceed.

Mr. Woop. In the same letter to Representative Hill in 1916, this
eminent committee of the chemical society added:

This committee further believes that with this protection (i. e. the rates
above quoted) on the cheaper dyes, the domestic manufacture of the more ex-
pensive varieties of dyes, of pharmaceuticals, of medicines, and of explosives
will follow almost as a matter of course. (Hearings before Ways and Means
Committee, Jan., 1916, p. 10.)

In a concluding summary the committee said of the schedule of
rates proposed by it:

Tt meets the requirements set forth in 1008 as necessary to maintain a dye
industry in this countn"y, which dye industry then operated with foreign-made

intermediates, * *
It provides at the same time a suitable protection to the making of inter-

mediates within the United States,

Dr. Bernard C. Hesse, chairman of this committee, appeared in
person before the Ways and Means Committee and in the course of
this testimony (hearings, p. 19) said:

The rates that we propose reproduce as near as we can to-day the conditions
of 1882, when we did have something of an industry, and they reproduce at
the sume time, us nearly as we cuan, the added advantage or added protection
asked for fw 1908; and we have added to that a complete protection for the
manufacturer of the intermediates, which are necessary in the production of
these dyestufis,

And he might now add: The Longworth bill has materially in-
creased the rates asked for; the reparation commission has been given
a control over the prices of German dyestuffs to be exported; and the
Chemical Foundation can impose royalties on imports of many, if
not most, of the competitive German dyes, still further enhancing
their price in the United States. .

Dr. Herty, testifying at the same hearing of the Ways and Means
Committee (p. 107, hearings, January, 1916), expressed the utmost
confidence that with the adoption of the rates recommended by the
Chemical Society and the enactment of antidumping legislation, the
dye industry could be sustained and developed. . .

And in his g)}'em_dentml address before the Ameriean Chemical
Society about this time, he said:

The prime consideration, therefore, in the immediate development of this
industry in our midst, is congressional action in the form of an effective anti-
dumping clause and an increase for a reasonable perifod in the present tariff
on dyestuffs. As a gulde to what this increase should be, we have judgment
of the committee of the New York section of this soclety, a committee repre-
sentative of all intevests concerned. (Hearings, p. 115.)

Senator NuceENT. When was that address delivered by Dr. Herty?

Mr. Woop. About January, 1916, and it was put in the hearings at

page 115.
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In the same address Dr. Herty quoted the words of n Swiss pro-
fessor, who in 1900, after one of his lectures on coal-tar dyes, said:

The nutural home of the dyestuff industry {8 in your country (United States),
and some day it will flourish there. -

Mr. Daniel Waters, president of the Master Dyers’ Association, of
Philadelphia (who testified here yesterday), was asked by Mr.
Fordney:

Is there anything needed for the establishnient of this (dyestuff) industry
except a protective tariff law, in your judgment?

In answer to which Mr. Waters told the committee:

1 helieve not.

Mr. Schoellkopf, the dean of the American dyestuff industry, was
asked this question by Mr. Longworth:

In the event of this leglislation (1. e, the rates recommended by the Amerl-
can Chemleal Soclety's committee) passing, and conditions justify you in mak-
ing this development, which you say you will, if the bill passes, what percent-
age of the total American demand will your company supply?

To which Mr. Schoellkopf replied :

We would start to double our plant at once, and then we would keep on in-
creasing as much as necessary.
. That is, if the rates asked for in the Hill bill should be enacted
into law.

Mr. Longworth then asked:

Do you think that within a comparatively short time we would have an in-
dustry here that would substantially supply the American market?

And Mr. Schoellkopf answered :

I do not doubt it. But I would prefer to have the business develop gradually
rather than have this hothouse development. :

It is to be noted that the subject was being discussed and consid-
ered solely with reference to the protection needed to sustain the in-
dustry after the war. Everyone knew that during the war the block-
ade of Germany and shortage of shipping facilities would afford
complete protection; but to encourage capital and enterprise to
quickly cxpand the domestic industry so that the then existing dye

nmine might be alleviated, it was essential to assure an adequate
protection against German competition after the war, which no one
then expected to last long enough to permit the large profits that
have actually been realized.

The rates recommended and the opinions then expressed all had
reference to the protection that would he needed upon the early ter-
mination of the war. And the recommendations then made are more
adequate to-day, to the extent that it has been possible to liquidate
plant costs and build up reserve funds from the huge war profits
earned during the war,

Confirmatory of this is Mr. Schoellkopf’s remark in concluding
his testimony in Janunary, 1916, to wit:

We are making money enough in this thing to pay for this plant? We ought
to be in a better position to compete after the war, because we have the larger
production.

Then he repeated, that if the pending bill became a law, they
would proceed to double the plant which, in its then existing size,
they would pay for out of the war profits (p. 88).

Y
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Senator Warson. Colonel, what is the difference between condi-
tions now and conditions then?

Mr. Woop, That is what I referred to before you came in, Senator.

Senator Watso~. Then go right on; do not answer the question.

Mr. Woon. How accurately tﬁis veteran of the industry estimated
the situation may be indicated by the amounts which he and his
principal colleagues have realized from their interests in the busi-
ness.

I presume that is a matter of sufficient notoriety to not necessitate
my dwelling upon it here,

Mpr. Ciroate. T could not presume upon that for a moment. The
statement has been made that they never made a penny out of the
business, :

Senator Warson. State that again. :

Mr, Woon. How aceurately this veteran of the industry estimated
the situation may be indicated by the amounts which he and his
principal colleagues have realized from their interests in the busi-
ness.

That is mere rumor. T only referred to it because if you desire
to investigate the subject thoroughly I have no doubt you have the
means of ascertaining whether it is correct. It is generally under-
stood that those who were originally in the dyestuff business during
the yeurs of its inception and development have realized upon their
investment, and by common report have realized handsomely.

Mr. Cxoate. We can agree to that, after the war began.

Mr. Woop. That is all I am speaking of, Mr, Choate. I am not
referring to prewar conditions; I am referring to tt.e conditions—

Senator Caroer (interposing). From the time the war began down
to this day?

Mr. Woop. Yes; during the war. Dr. Schoellkopf said that if
those rates were granted them they would be able to go on and ex-
pand; they would be able to pay for the existing plant out of the
profits, and we imply say that he accurately forecasted what the
result would be.

Dr. Beckers, one of the most important factors in the develop-
ment of the dye industry in America during the war, speaking of
the rates of duty then under consideration, said he thought the
duties would be sufficient as they stood in the then-pending bill—
the Hill bill—and that-—

There is no doubt that this bill will not create a so-called hothouse industry.
We will have & healthy industry,

Dr. Beckers also told the committee:
I was a very small manufacturer before the war broke out,

And, if common report has any foundation, Dr. Beckers has alse
very handsomely realized upon cashing in his investment in the
dye industry.

Senator NuveesT. When he said, ¢ before the war broke out,” did he
mean before the war broke out in 1914, or when we entered the war?

Mr. Woon. He meant before 1914, because the hearing at which
he made the statement was held just before we entered the war.

Perhaps he might be willing to say how much he has since realized
from the dyve making business, and from that some estimate could be
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" made of the relative financial strength of the industry to-day,
as compared with what it was at the beginning of the war, when
a protective tariff (of lower rates than now asked), and an anti-
dumping law were considered sufficient after war protection.

At the hearings in 1916 no suggestion was made of the need of
license restrictions, nor was there then any thought of the added
security now provided by the reparation commission and the Chemi-
cal Foundation.

In 1916 Congress was asked to increase the rates of the duty on
dyes, not because there was at that time any competition from forcign
dyes, for imports had practically ceased.

Senator WarsoN. When was that?

Mr. Woon. 1916. They had ceased by reason of the blockade of
Germany.

Senator Warson, Certainly. And were there imports in 191519

Mr. Woopn. I can not remember the exact time, but in the early
period of the war one or two cargoes of dyes were released by Ger-
many and permitted to pass by Great Britain, Later, another lot
was brought here by a German submarine, shortly before the United
States entered the war. .

Senator Warson. So that from 1915 on u{) to the present tine
the imports of dyes have been in consequential?

Mr. Cnoarr. Excepting the two submarine shipments.

Senator Warson, And then there has practically been no compe-
tition whatever with any enterprise fostered in America?

Mr. Woop. Practically none. There have been some Swiss dyes
coming in, but not enough to constitute any competition at all.

The reason then given for increasing the duties was to protect
the industry from competition after the war. Representatives of
the most important dye factories stated at the hearings that if the
duties were increased their companies would greatly enlarge their
plants, as they would then feel assured that after the war they counld
successfully continue the business on a largely increased scale. But,
if the increase in rates of duty was not made they could not undertake
the very extensive enlargements of plant then under consideration,

It was the same subject. of encouraging capital to invest, which
was referred to, in your “hearing” yesterday.

Senator WarsoN. Let me ask a question or two right there which
are in my mind: Because of the embargo occasioned by the war, the
industry has sprung up in the United States to a certain extent, and
in the manufactured dyes of a certain class and character; that is
true, is it not?

Mr. Woob. Yes, sir.

Senator Warson. What is the difference in the price you pay for
the dyes made in the United States at this time in our factories and
the prices you paid before the war for the products of Germany of
similar character?

Mr. Woon. Well, it would be very difficult to say, because the
amount of increase varies greatly for different dyes, it is a very great
deal higher. But I would not draw any inference from that, Senator.

Senator Warson. I was just trying to get the facts, you know.

Mr. Woon. We want to be perfectly fair to the dye manufacturers.
The costs of raw materials were enormously increased during the war
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by the competition of the Government for many of them in the manu-
facture of explosives,

Senator Warson. Certainly.

Mr. Woop. And the cost of their labor was also increased by the
competition of plants engaged in war-making things and various
kinds of production for war.

Senator Watson. I was taking all that into account in my mind,
but I want to get the facts.

Mr, Woop. I think I can have put into the record a comparison
of prices, but in fairness to the dye industry I do not think any par-
ticular inference to the prejudice of domestic dye makers should be
drawn from a comparison of prices before and during the war.

Senator WatsoN, I am simply trying to get at the facts as to
whether or not it is necessary to continue in the future a practical
embargo in order to sustain this institution.

Mr, Woop. I think we shall show that it is not.

Senator Nueent. What has been the difference in the cost in the
past six months? .

Mr. Woop. Of the manufacture of dyes?

Senator NuGenT. Yes.

Mr. Woop, I am unable to say that. I have had no technical
experience in the manufacture of dges.

enator NueeNT. I mean the difference in cost of the dyes you
are obliged to purchase now and prior to the war.

Mr. \%oon. 5uite a number of them have declined somewhat,

Mr, Cuoate, You mean in the last six months?

Mr, Woop. In the last year, I will sny—since the armistice quite
a number of them have declined and a good many of the decreases
have been voluntary upon the part of the dyestuff manufacturers.
A good many raw materials have declined because of the cessation
of their employment in the manufacture of explosives and poison
gases, Just whether the decline in these dyestuffs has been in pro-
portion to the decline in raw materials T am unable to say. I would
not want to express an opinion upon that point.

An increase of Juties was granted in 1916, and the contemplated
enlargement of plants was made, which clearly shows that capital
had acquired the necessary confidence and the managements of the
companies felt assured the new tariff rates were sufficiently protec-
tive to justify the increase production which the addition to the
former plants would make possible.

These experienced business men who testified three years ago that
increased rates would enable them to compete, and who demonstrated
their faith by the investment ¢f large amounts of capital in perma-
nent, plant, have not now testified to the need of a licensing system.

It 1s. possible that the tariff rates then adopted to assure the pro-
tection of the dye industry after the war were not high enough to
encourage the manufacture of those dyes of more difficult production,
which are not yet made here. But the existing production, which
the dye manufacturers were confident they could continue, repre-
sents, as we are told by the dye people themselves, about 80 to 90
per cent of the country’s consumption.

To provide for the development of the comparatively small re-
mainder, the tariff rates in the pending measure have been raised
very much above those now in effect, and also much higher than the
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the highest previously asked for by the dye makers, And it must
be noted that these increases will apply not only to the more compli-
cated sorts of dyes of relatively limited consumption but will also
apply to the colors of much larger and more general use, the pro-
duction of which is already well established, and the manufacture
of which would admittedly be continued successfully at the lower
rates asked for in 1916.

Until this licensing idea was developed a few months ago in the
Alien Property Custodian’s office, those engaged in the domestic
dye industry were entirely satisfied with tariff protection to assure
the future success of their enterprises.

A short time before the first proposal was made for a dye licensing

lan, a circular was issued in connection with an offering of shares
in t(;le largest of American dye companies, in which the statement was
made:

A manufacture of coal tar dyes is firmly established In the United States,
# * * The Germans will enjoy no supply of raw materials or intermediates
which the Co, does not possess. With the depressed currency and labor
unrest in Germany, it is noi to be expected that the labor costs of the German
manufacturers in the future will be as low as in the past.

Mr. CroaTE. You say that is a prospectus issued by the company?

Mr. Woop. I did not, sir. I said that it was a prospectus issued in
connection with the sale of the stock,

Mr. CHoate. The sale of the stock by private individuals—you
know that?

Mr. Woop. I was very careful to make my language accord with
the actual facts. ILet me explain that this is a prospectus issued for
the sale of stock; it is understood, I believe, that the company
did not directly put out this stock.

My, CioaTE. Br indirectly ?

Mr. Woop. I will tell the story, if I may, and you may correct me,
. It is understood that a Jarge amount of this stock which had been
held by some of the former proprietors was being offered for sale
in consequence of the withdrawal of the owners from the business and
their desire to realize upon their holdings. They had profited hand-
somely and were ready to cash in. The bankers issued the usual
sort of prospectus, the information supplied to them being pre-
sumably supplied by these gentlemen whose stock was being offered
for sale and who were familiar with the business, familiar with it
in several instances, for a very much longer time than any of those
who have been testifying here have been engaged in the industry.

I was very careful to say that the statement was not put out by
the company but put out in the interest of the sale of the stock, but
certainly by and with the knowledge, consent, and information of
those abundantly able to advise the brokers in the preparation of
the prospectus.

r. Croate. That is accurately stated, except for the sale of its
stock—it was the sale of the stock of private individuals.

Mr. Woob. I think I made it clear, did I not?

Senator Warson. I understood it that way.

Senator Nueent, The stock being sold for account?

Mr. Woop. Being sold for the sccount of private individuals, The
company did not put out the circulrr and had no responsibility in
that regard.
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Mr. Croare. And did not get the money from the sale?

Mr. Woob. Did not get the money from the'sale. All that is admitted.
I only established the fact that it was the sale of stock of some of
the principal owners who had been interested in the business through-
out its development and up to the time of the sale; that the stock
was baing sold for their benefit, and they were giving out the infor-
mation through the brokers as to the situation of the dyestuff in-
dustry, based upon their intimate knowledge of the conditions.

I want to say, Mr. Choate, that I am _desirous of being very ac-
curate in my statements, and if I do make any statements in which
I may be wrong I shall be glad to have you correct them.

Mr. Cuoare. Except that I do not want to interrupt you.

Mr. Woop. A representative of that other largest American dye
company, which is the most insistent for the licensing plan, when
lately asked can we compete with Germany, replied:

If we dld not believe we could hold our own we would not have started.

Senator Nueext, What company do you refer to?

Mr. Woop. The Du Pont Co., and the gentleman who made the
statement was Mr. Poucher.

And at that time the duty on finished dyes was, as it still is, 30

er cent ad valorem and 5 cents per pound. And the duty in the

ngworth bill, which duty we approve, is increased to 45 per cent
ad valorem and 7 cents per poun . .

Only a few days ago Dr. J. Merritt Mathews, one of the prominent
spokesmen for the dye manufacturers of the United States, gave out
a statement in the course of which he said:

Is there any good reason why an American dye industry can not succeed? It

goes without saying that coal tar can be had in large quantities, while all the
important crudes and intermediates are manufactured here. The supply of an-
thracine from which alizarine and its derivatives and many other important vat
dyes are made is limited. However, encouraging progress Is being made in its
production, and we may hope thut Awerican ingenuity may soon be able to
golve all the problems connected with its recovery and preparation. As regard$
the other necessary chemicals required in the making of dyes, this country is
as well supplied as any other.
. In this statement he frankly concedes that the pending problem
in the development of the dyes of more difficult manufacture is a
technical one, and it is to “ American ingenuity” that he looks for
the selution of this problem. . .

One who wrote on behalf of the domestic dye trade in the New
ork Evening Post’§ foreign trade section for October, 1919, said of
the American dye industry:

* % ¢ the industry as such will survive beyond the shadow of a doubt,
and té)x'osmer. * * * the dyestuff industry of the United States has come
to stay. ,

One of the first companies to engage in the manufacture of syn-
thetic indigo in the United States (the Dow Chemical Co., of Mid-
land, Mich.) in its current advertisements announces:

American textile mills are free from dependence upon foreign-made indigo.

We are permanently established as large factors in this country.

After the outbreak of the war the Dow Chemical Co. was the first American
manufacturer to produce synthetic indigo on a commercial scale.

Three years have elapsed since that time, in which we have gradually and
economically Increased our daily output,
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There is no qualification about this confident assurance of per-
manence. It is not conditioned upon the adoption of a licensing
system; the announcement is that of a fact accomplished.

Synti\etic indigo, though of comparatively recent development, has
become one of the most important of the coal-tar colors. and the
amount consumed constitutes an important portion of the total dye
requirements. Domestic manufacturers appear to have made suf-
ficient progress in the production of this material to supply home
requirements, and export substantial quantities in competition with
foreign dye makers. :

In this connection I offer for your information an interesting state-
ment which shows the amounts, in value, of dyestuffs exported from
the United States to various countries during the month of August.
1919, which is from the Color Trade Journal. I might say that
those are the latest statistics I have been able to obtain. I under-
stand that the later exports very materially increase the amounts
exported over these August figures. T shall not take the time to read
it, but offer it for the record.

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

Domestie erports of dyes and dyestuffs from the United States by countries
during August, 1919,
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Senator Warson, What are the latest figures on that?

Myr. Woon. The latest figures for aniline dyes in August ave
$761,009. .

I also offer for the record a statement of the amounts of certain
other requisites for the manufacture of coal-tar dyes exported from
the United States in substantial quantitics month by month from
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July to September, which would seem to indicate that the United
States is, in respect at least to these raw materials, in a very favor-
able position, In the matter of benzol, for example, the exports in
July were 154,000; in August, 37,000, and September, 488,000. I
understand, although the official figures are not available, that the
amounts in October and November are substantially increased, and
that a number of other intermediates are now being exported in
considerable quantities.

(The table of exporis of coal-tar dyes from the United States,
as submitted by Mr. Wood, are here printed in full, as follows:)

Ezports from the United States, 1919.
Sulphuric acld:

July . e ———— pounds... 1,309, 440
August do.... 2,867,011
September oo o e do 2, 385, 389
‘Weod alcohol:
July -—--gallons__ 30, 807
August [} [ 26, 936
September e do_.._ 30,172
Coal-tar distillates:
Benzol—
July pounds.. 154,447
August do._.. 317, 570
September o e do.._. 488,653
All others—
July ——— --  $50,518
August $64, 3902
September - $84, 751

The preeminently strong position of the United States with re-
spect to its supply of raw materials for dyes was told by Mr. Henvy
Wigaglesworth, vice president of the Benzel Products Co., in a letter
to the Commissioner of Cerporations, dated January 2, 1915, wherein
he said:

The total production of coke in the United State< in 1913 was nearly twlce
as much a8 that of Germany, and {{ is only a question of time when all the
by-products resulting from the di-tillation of coal and the production of coke
must he recovered and their utmost value obtained, or the steel industry will
he unable to maintain its supremacy against the competition of countries that
operate more economically in that vespect.

With regard to the by-products of the distillation of coal for coke,
testimony was offered by the representatives of one of the companies
manufacturing by-product coke ovens, and at this peint I think it
is proper for me to refer to that, The introduction of the by-product
coke oven in this country preceded the war and has no connection
whatever with the demand for by-products for the manufacture of
dyestuffs on a large scale, because the dyestuff business was of little
magnitude and the manufacture of intermediates almost nonexistent
when these ovens were being extensively installed. The replacement
of the old-fashioned beehive ovens by modern by-product ovens had
been begun in earnest probably five years before the beginning of
the war. The change was proceeding on an extensive scale when
the war began in 1914, Several of the large steel companies had ex-
perimented with the different types.

Some of the first installations were not satisfactorv and had been
replaced with others of different design. Before 1914 it had be-
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come evident that a general substitution of ovens which would save
the by-products, in place of the wasteful beehive type, was inevitable.
‘The necessities of war merely accelerated the substitution. {t would
have gone on, although at not quite as rapid a rate, irrespective of
the war or the dye industry.

The by-products of the distillation of coal for coke that go to the
dyestuff industry are only a fraction of the total production. I am
not able to tell you what that fraction is, but I asked the gentleman
who testified before you, Mr. Rust. some time ago what it was. He
was not prepared to say exactly. T asked him if it was 10 per cent;
he thought it would be over 10. There was some discussion as to
whether it would reach 20 per cent; he did not think it would. DBut
the total consumption of the coke by-products used in the manufac-
ture of these intermediates and dyestuffs does not probably repre-
sent as much as 20 per cent, probably a great deal less than 20 per
cent of the total output, and the total output is steadily increasing.

The United States is in an invulnerable position, so far as the
crude coal-tar products are concerned, and it is in a very strong
situation with respect to many of the intermediates made from these
coal-tar crudes and some of the other important raw materials for
dve making, because at the present time we are exporting them to
markets where they must meet competition without even the ad-
vantage of the tariff, which protects them in the domestic market.
The importance of these exports is evidenced by current market re-
ports, as, for example, the Philadelphia Ledger of November 20, iun
its daily commercial reports, said the dye situation is acute because
ingredients are scarce. and attributed the scarciety of the latter to
“strong export demand for intermediates.”

The opinion is well founded that Germany must now look to the
United States for no inconsiderable portion of the raw material
needed for its dye industry.

Mr. Croate. What was the date of that?

Mr. Woon. November 20, 1919,

Referring to the tariff rates in his bill, Mr, Longworth said, during
the debate in the House of Representatives: ‘

They will be sufficlent, in my judgment, and in the judgment of most of the
witnesses hefore the committee, if in the next two years we can prevent the
destruction of the American chemical industry; but they would not be sufli-
clent if multiplied by two, in my judgment, to prevent the present dumping ot
dyes in order to put our dye manufacturers out of business,

In this statement it is conceded that the tariff rates will provide
ample protection except in the contingency that Germany is able to
immediately—now—dump such a flood of dyestuffs on the American
market as to annihilate the American chemical industry. I.et us then
consider the possibility of that contingency.

The advocates of this bill, quoting from official information re-
" ceived from the peace commission, have stated that the value at
present prices of the total inventory of dyes Germany has on hand is
$20,000,000, At prewar prices this stock would be worth not to
exceed $4,000,000 to $6,000,000. If the whole amount of it was
shipped to the United States is it likely that it would annihilate
the industry here, which claims to have an aggregate capital of from
ninety to one hundred million dollars?
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But, of course. no considerable portion of the total German stock
could be sent here, for every dye-using country in the world is in
need of shipments from this stock that can not be obtained else-
where. England, France, and Italy have already been allotted two
ve}iy substantial portions of this supply.

his entire present stock has been estimated to be not more than
one-sixth of the quantity habitually on hand before the war. And
because of existing difticulties of production, due to the reduction
in working hours and to the shortage of labor, raw materials, and
coal; as aﬁo to the dye requirements of the domestic industries of
Gerinany, which are already reestablishing their export trade in
color-using products; it is quite certain that the stocks of finished
dyes in Germany will not attain their prewar proportions in jess
than two years, and probably not for a« much longer time.

It js, therefore, incontrovertible that our domestic dye industry
stands in no danger of injury, much less of annihilation, before that
time, when, in the opinion of the author of the bill, the tariff rates
which it contains will provide suflicient protection.

If verification is desired of the estimates I have given regarding
the relatively small stocks of dyes that are owned by Germany zt the
present time, and as to the period required to bring them to prewar
volume, I suggest that the economic experts attached to the peace
commission, who investigated this subject, be invited to testify before
your committee. They have doubtless returned to the United States,
and the definite facts which they should be able to submit as to the
potentiality of the German dye industry as a destructive competitor
within the next two years onght to be of value in the consideration
of this subject.

In the hearings before the Ways and Means Commiittee the sup-
porters of the bill offered the testimony of an Army oflicer who had
visited some of the (erman factories. But his statement was definite
merely upon the fact that the plants had not been seriously damaged.
and were substantially intact. No actual evidence whatever, except
the statement already quoted as to the total present value of $20,-
000,000, was offered concerning the stocks on }nand, their kinds and
quantities; or as to the present production of the factories compared
with their prewar output.

This information must be in the possession of the representutives
of our Government who participated in the work of the economic
council at Paris, and should be submitted to your committee.

I should mention that those notes were written before Dr. Herty
testified yesterday; later on I shall refer to his testimony.

The quantity of dyes Germany has on hand, and the present and
future cost of producing dyes in that conntry are of such importance-
in the consideration of the protective value of the tariff rates that
this is an appropriate point at which to make a more detailed refer-
ence to them., .

In the absence of direct official statements touching these particu-
lars, we are compelled to rely upon the best secondary evidence and
opinion at present available, ¥rom a very large collection of dis-
patches and articles appearing in the newsapapers and technical
journals, and from some other specified sources, I have selected such
excerpts pertaining to these features of the subject as hear evidence
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of authenticity. These I submit with only such comment as is neces-
sary to indicate the source from which each is derived.

The London Times several months ago stated that—

My, Cuoate. Can you give the date .

My, Woob. I can not, but I will supply it, if you desire [reading]:

If the huge stocks of dyestuffs with which Germany is credited veally existeit
there would be some excitement over their allotment by the Allfes,

And about that same time one of the English trade papers, in an
editorial on the subject, said:

There I8 every indicatlon that Germany Is as free from accumulntion of
dyestuffs as any other country.

_We know that other countries have no accumulations, a fact which
gives significance to the editor’s phraseology.

An announcement by the American Chamber of -Commerce in
London, quoted by the Daily News Record of October 20, 1919, states
that—

The shortuge of Germun dyes for oxport Is such as to practienlly remove
Germany as a competitor fn the world’s dye trade for the next 12 months,

Senator Warsox. Colonel, how did you account for the statement
made by Germany under the terms of the treaty of peace?

Mr, Woon. T am going to refer to that. :

A London letter published in the New York Journal of Com-
merce of October 10, 1919, contains this reference to German stocks:

The only ofticial information upon the subject ix contained in the report
of the dye commission of Germany to the interallied commission, in which it
was stited that there was about £4,000,000 worth of dyes in Germany at that
time. * * * An estimate has placed the vat dyes at about £1,000,000. The
estinute is evidently based on prices far above prewar values. Many of the
dyes in stock in Germany may as well yenin there, ‘They will he of doubtful
vintage, * * *

Mr, Irving A, Keene, whom Dr. Herty has referred to rather con-
temptuously, wrote under date of October 8:

Upen my return from mwy tour through Germany I found your letter await-
ing me, and can readily understand that you are interested in my veport. The
gist of sume will be published in the bulletin of the American Chamber of
Commerce, aid I have instructed them to send you a copy when published.

To answer your questions roughly. I would say Germany is exceedingly
short of colors and dyes, and when they have delivered to the Allies the quan-
titles due them as per the treaty agreement, there will be practically little
left to offer for export. Their dire shortage of raw material precludes the
possibility of their becoming anything more than weak competitors for at least
a year.

Dr. Herty has discredited Mr, Keene’s competency. But the
Keene statement is amply verified by that of the president of the
British Board of Trade, which I shall presently read.

The Badische Co. has reported its total stocks of dyes other than
indigo as 8,068 tons, which it reported as slightly less than 13 per
cent of its total production of colors other than indigo in the year
1913, .

Finally, upon this matter of stocks we have this from the Novem-
ber, 1919, issue of the official publication of the Chamber of Com-
merce of the United States:

German goods have been said to be stored in large quantities for export at
“the first possible moment. A devastating torrent has sometimes been predicted.
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England officially holds another view. 'The president of the board of trade,
declaring he has excellent means of information, has recently said: * Beyond a
comparatively small quantity there does not seem to be any accumulation of
goods in Germany ready for export. Their costs are enormous. In addition
there is a great fall in productivity. * * * There is no great manufacturing
activity fv Germany. Industry is not moving but is very stagnant. They are
short of raw material, and their state is pitiful with regard to coal. Great as
our difficulties are here, theirs are infinitely greater.” .

The statement quoted is that of the head of the governmental de-
partment of Great Britain which has jurisdiction over the import of
dyes into Great Britain, and which has official supervision over the
British dye-making establishments in which the Government has in-
vested a large amount of capital, in consideration for which the Gov-
ernimnent reserves the right to regulate prices and distribution and
to indicate the lines of new development the plants are to follow.
It is to be presumed that none can have better opportunities for ob-
taining accurate information ; and the interests committed to his care
are such as would forbid a misleading or unwarrantably optimistic
statement on this subject, :

Senator Warson, I notice this statement refers to goods. Does it
have reference to dyes exclusively?

Mz, Woop, I think it was inclusive of dyes.

Senator Warson. Did it mention dyes? .

Mr. Woob. It does not mention dyes; it refers to conditions of
shortage of coal and labor and present inefficiency of production, all
obviously applicable to the dye-making industry. The statement is
general; dyes are not excepted.

My, Cuoate. Where can we find the evidence in full?

Mr. Woop. The Journal of Commerce of November, 1919; that is,
the official organ of the United States Chamber of Commerce, the
title of which, I am informed, is “ The Nation’s Business.”

Dr. Herty told us yesterday that the stock of dyes reported by
Germany is 40,000 {ons.

We have long waited for this information which the proponents
of licensing have had but which they assured us was of so con-
fidential a character that it could not be divulged.

From British sources we understood the stocks were of some-
where about that figure, and when so quoted in a recent discussion
of this subject, Mr. Choate, who is usually more earnest than ac-
curate, emphatically asserted that the mentioned quantity was only
the amount which the Germans wished to tender on account of, or
in partial delivery of, their first installment on the 50 per cent due
the reparation commission; and you remember that Dr. Herty was
asked yesterday, if the quantity was not only 50 per cent, and Dr.
Herty said that is the entire reported stock. }

Mr. Cnoare. Did you notice that I stated the whole is amounting
to 45,500,000, and Dr. Herty stated the whole is amounting to
18,000,000 pounds?

Mr. Woob. No.

Mr. Cuoate. That was the fact.

Mr. Woop. I refer to the record, for the exact language of his
statement; your question and his reply. The 40,000 tons represents
a mere fraction of the normal stocks habitually on hand before the
war.
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And of this stock we have good reason to believe a very large
proportion is entirely unavailable for export to America. A con-
siderable part will be of dyes that are obsolete sand not used here.

Another large portion will be of colors like sulphur dyes which can
be made in the United States so efficiently and cheaply that similar
products of foreign make can not possibly compete with the domestic
products under the present law. .

The home requirements of Germany’s dye-using industries require
another large deduction, while for the dyes that are wanted here,
the demand from other countries is so urgent that only a relatively
small part can be obtained by us, in the case of vat dyes, only about
40 per cent of present needs. - .

n this connection I desire to ask the committee to place in its
record a copy of the invoice which Dr, Herty submitted to you.

There does not seem to be any reason of statecraft for keeping it
secret, Is it right that the information should be accessible to those
who are seeking this legislation, and denied the consumers whose
interest in the subject is so vital.

Let us have done with this mystery and secretiveness which have
been so long continued for the purpose of giving countenance to
the entirely unfounded statements regarding the magnitude of these
mythical German stocks. .

Dr. Herty has also told of the current rate of production of the
German factories during July, August, and September, when these
factories, it has been alleged, were working to capacity under normal
conditions,

From his figures, as I remember them, the record being not yet
available, I estimate those deliveries to have been equivalent to less
than 5 per cent of the normal prewar production for an equivalent

eriod, and if the whole quantity had been sent to the United States
instead of none, it would have fallen far short of even our present
urgent needs, and nowhere near the amount of our prewar needs for
a like period.

Senator WaTson. Do you go into the present needs of the business
in this countvy ?

Mr, Woop, The present needs?

Senator Warson, Yes.

Mr. Woop. Yes, sir; I shall refer to that.

He also told as a matter for surprise that shipments had already
been sent from Germany to Argentina and China, which is excellent
evidence of the working of the license system, for if alreacy received
by those countries, we, too, should before this have received the sorts
which it is conceded are badly needed, and which could have been
reccived if the licenses had been issued to the consumers who asked
for them upward of six months ago, since when they have been
withheld by evasion and subterfuge, to assure a control upon the
part of those who are seeking this legislation.

Senator NueeNT. Do I understand that the importers made appli-
cation for license?

Mr. Woop. Yes, sir; I shall refer to that presently, and for six
months they have been trying to obtain them, and could have had
the dyes long before this if the existing licensing authorities had
granted their request.

153564—20-—16
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Senator Nveext. And those are dyes not manufactured in this
country?

Mr. Woon. Yes, sir. Dr. Herty has little to say of the present
factors of cost in Germany which are of the first importance in the
consideration of this subject. We had hoped be would bring authen-
tic information as to whether wages have materially increased, and
in what proportion, or concerning the cost of living which would be
an index of wages,  Also as to the sufficiency of coal and raw ma-
terinls and their present costs. Data of this kind can readily be
obtained by one on the ground without recourse to the management
of the factory,

The statement that smoke was coming ont of 12 or 14 chimneys
is of little significance by itself.

The statement of the.dirvector that theyv intended to reestablish
their business with the United States through their former agencies
is certainly not surprising, What other kind of a statement did he
expect the dirvector would make under the circumstances.

Although not mentioned in his testimony here. Dr. Herty did sav
in a public statement made since his return:

Germany faces a winter in which conl supply is destinedl to proye a more

serlous obstacle to contend with than was the food problem resulting from
the blockade.

And in another place he said:

The German is badly worried over the situniion created by the seizure of
those patents by which he had throttled Awmerican bedustey for many years,

And well he may be, for in the control of those patents alone
there is a potential protection of very great value to the domestic
dye makers. :

It is interesting to note in passing that while abroad he discov-
ered a new argument for the licensing system, which is not only
unique, but a flat contradiction of the chief plea heretofore urged on
behalf of the einbargo. The doctor now tells us: '

The threat to the American dye interests that is to hoth dye consumers and
dye producers les In the fact that until American manufacturers can take care
of all the American needs, Germany can charge extortionate prices for these
dyes which we do not manuiacture,

He does not explain just how extortionate prices for German dyes
will menace the business of American dye makers,

A journalist who has recently been investigating conditions in
Germany, without particular reference to the dye indusiry (Mr., Mar-
cosson, in the Saturday Evening Post of Nov. 29), states:

At Kiel manufacturers are paying 700 marks a ton for coal that early in
1914 brought 20 marks a ton,

The German coal output on the day I left was less than 40 per cent of the
normal. This tells the whole story.

We can imagine the feelings of those German directors when they
watch the smoke coming out of 12 chimmneys with coal at such
a cost. ‘

The economic situation of the German dye industry is referred
to in the quotations I shall next present.

At a meeting of the American Manufacturers’ Export Association
held in New York on October 16, 1919, and presided over by the
vice president of the E. I. du Pont de Nemours Export Co., one of
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the speakers delivered an address upon “Our future trade with.
Russia,” in the course of which he summarized the kind of Germany
there will be to compete with in the world markets thus: )

In the flirst place, there will be a Germany whose nationally orvganized efli-
ciency has been feartully distorted, a Germany no longer united at home, a
Germany whose competitors can truthtully say they love her for the enemies
she has made, a Germany where wages have risen almost more than raw
materials, * * *  Germany huas no capital, no raw material, even, to supply
her own factories or her own local demands, '

The New York Post, in its chemical industries section, duted
October 4, 1919, published an article entitled. ¢ This country’s dye-
stuffs have become a world factor.,” This article is printed under
the name of Paul Nobbee, vice president of the American Aniline
Products (Inc.). From this article I quote the statements relating
to the German dye industry and its comparison with ours, which I
shall now read: .

One thing is certain, the old order of things hax passed, never to return,
Gormang, once dominant in the field of dyestuffs, now has a rival, if not rivals,
To be sure, Germany will continue to make dyestufts and to ship them abroad,
but she will not be able to do it on the sume scale as she did before the war,
Her output will be curtailed b cantity and curtailed also in kind,  Many
of the colors that she made hefore he war she will not make again, hecnuse
it will no longer he protitable.  Unless I should be a poor prophet, 1 predict
that principal among the colors she will drop will be the majority of those
now mmade in this country, the bulk of which form the hackbone of the export
trade. .

They are what we may call the cheaper colors, the colors of most simple
dyeing method, * * * Conditions in Germany surrounding the dyestufy
trade are grave, very grave. The shortage of coul of course affects a)l indus.
tries nlike, but tenfold an industry that depends upon coal, not only as
creative foree for motive power, but for the very things upon which the indus-
try Is built—conl tar, * * *  The German manufacturers are now huying

. i the United States such raw materials as benzol, alcohol, ete, * * * 1,
for one, helieve that it will take many years hefore the German dyestuff indus-
try will reach again that state of efliciency that made it possible to conquer the
markets of the world,

The prices of these colors and all other colors in stock, without duty, are
from five to seven times that of normal, in Swiss franes: what the prices will
be for goods manufactured to-day instead of in 1913 and 1916 nobady knows.
Eor a certainty, they will not he less, but probably much higher; while at our
ond, vith essential raw materials in abundance, increased and more economic
groduction, prices will go lower. Lven as matters stand to«day, there ave
cortain bulk colors, such ax sulphur black, indigo blue, Congo red, negrosine,
neid orange, scearlet, black, and many others too numerous to be mentioned,
the price level of which Germany can not possibly touch,

I have not the privilege of Mr. Nobbee’s acquaintance, and am un-
able to state with what authority of experience and knowledge he
wrote. ITe appears to have an intimate acquaintance with his sub-
ject, and T assume from the tenor of his article that his interest and
sympathy are with the domestic industry. I venture to suggest that
you can form your own opinion as to the competency of his knowl-
edge by calling upon him to testify at your hearing,

In the Daily News Record of October 30, 1919, there appeared this
article, the source of which is not given. I presume it will be at-
tributed to German propaganda, but I present it in the belief that
the assertions it contains will carcy conviction irrespective of its
origin:

Keen pessimizm Is being expressed by Germnan trade experts over the pros-
pects of selling German dyes in foreign markets. This feeling is due in part
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to the peace terms and in part to realization of the fact that the Allies learned
how to produce dyes while making explosives for the late war.

Fear is also being expressed that forelgn countries will be able to push Ger-
many out of the market with mass production. It iy further asserted that the
industry has been harmed by the confiscation by France of factorles for dyes
and chemicals and by Amerlca’s seizure of German patents and thelr distri-
bution to Americans, so that Germany would be gullty of breach of patent if it
attempted to sell dyes in the United States again,

“Mr. George F. Sykes, of W, F. Sykes & Co., an importing firm
representing dyes not made in Germany, but which have to meet
whatever competition must be encountered from German dyes, upon
returning from France in the latter part of October was quotedp by
a newspaper interviewer, thus:

Mr. Sykes did not go to Germany, but he said a French chemist who had
noted conditions in that country, had brought back the report that of three
dye plants visited, two were shut down for a lack of fuel, while the other was
working a 10-hour day. .

The New York Evening Post’s chemical section of October 4, 1919,
contains this news item: .

v

HOCHST DYE WORKS TO CIOSE,

Owing to a shortage of coal a large part of the Hochst Dye Works in Frank-
furt ure to close down, according to a recent issue of the Frankfurter Zeitung,
How long they will remain closed seems to depend entirely on the supply of
conl available. It is said, however, that the pharmaceutical and a few other
fmportant departments will continue in operation for the present., The 1918
veport of the Hochst Dye Works states that so far it has not been possible to
restore the production of peace goods to any great extent. In the course of the
work of renovating the peace plants it became evident, moreover, that they
had suffered so severely—partly from their long inactivity, partly from their
wir ures—that the amounts hitherto reserved would not suffice for the depre-
cintions effected and that additional funds must be provided. Apart from
the new plant required, the restoration of the business to a peace footing will
require considerable expenditure.

I desire to make it perfectly clear that I have no personal knowl-
edge of the facts, nor do I assume responsibility for the statements
quoted. The sources are given, they bear reasonable evidences of
genuineness, and until discredited, or offset by more authoritative
testimony, they are entitled to belief. I want to say with regard
to the last item that it appears in the current number of Dr. Herty’s
paper as a creditable news item. It was originally taken by me
from the New York Evening Post. I can now also quote it as being
published in his own paper. L.

Mr, Croate. May I ask what Mr. Nobbee’s occupation is?

Mr. Woop. I know nothing about it, as I said before.

. Mr. Cuoate. I imagine though, he is a German, and & German
importer. . . .

r. Woon. My sugfgestlon was that the committee call him, so
that they may judge for themselves of the competency of his state-
ments,

The representative of a chemical company at Passaic, N, J., in
a recent Interview justified improvements to plant which his com-

any is making, in answer to an inquiry as to whether he thought

ermany would ever regain her control of the chemical industry,
by saying:

There was small fear of that, Germany would never be able to manufacture
for the small money she did previous to the war, and her unsettled Government
conditions will impede her progress for a good many years to come.
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That is quoted from a recent interview with Dr. Alfred Pfeister,
Daily News Record, of November 11, 1919, and he was showing his
faith by putting capital into extensions to his plant.

The best criterion we have by which to judge the practical effects
of the proposed licensing system, is current experience with the
licensing authority of the War Trade Board. Until the declaration
of peace is proclaimed (and by the recent joint resolution of Con-

ress, until January 15, 1920, if peace is sooner proclaimed), the
oavds possesses, and is now exereising the very powers which the
Longworth bill would confer on a licensing commission.

It is not at all clear upon what theory the licensing authority of
the War Trade Board was continued by the executive department
after its restrictions relating to other commodities had been removed,
and prior to the time when Congress by joint resolution specifically
authorized a continuation of the dye licensing requirements until
January 15,

The Secretary of State has recently told the wool growers—in
response to their protest against shipment by the British Govern-
nll]ent of Australian wool to the Unitecli States to be sold at auction—
that: .

In December, 1918, a request was made to the War Trade Board on behalf
of the domestic wool growers to prohibit the tmportation of wool until July,
1819, but the board dectded that the powers conferred upon it as a war agency
did not inelude the right of maintaining import prohibitions or restrictions
designed cxclusively to protect domestic producers,

In view of the decision of the War Trade Board, what reasoning
or what influence could justify the board in departing from its own
announced policy in the case of dyes, while refusing to do so in the
case of wool? .

The War Trade Board is supposed to be guided in its policy and
decisions upon matters reluting to dyes, by an advisory committee on
dyes. This committee is composed equally of representatives of the
dye-making and of the dye-consuming industries; and it was ex-
pected that most of the members of the committee would be members
of the licensing commission originally provided for in the Long-
worth bill. Tt is‘therefore pertinent to inquire how ‘he War Trade
Board, under the guidance of its advisory committee on dyes, has
been functioning,

T will say that so far as the consumers are concerned, the gentle-
men upon that committee, while men of the highest character and
personally possessing the confidence of the trades, they are not rep-
resentative, in the sense of having been chosen for the purpose by
those they are supposed to represent. They were selected, not by
the trades, but in the way in which most such appointments were
made during the war, .

As recently as July 26, 1919, and therefore subsequent to the hear-
ing held by the Ways and Means Committee of the House of Repre-
sentatives, the War Trade Board made the following official state-

ment:

As the result of a eaveful survey of the present situntion in the dye-con-
suming industrles and the unanimous opinion of the advisory cominlitee on
dves, and having regard to all existing conditions, there appears to be no such
need for German dyestuffs in the United States ns to warrant the issuance of
licenses on any of these articles,
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Mr. Croste. When was that statement made?

Mr. Woon. July 26.

Senator Warson. Of this year?

Mr. Woon. Yes; 1919. 1 shall proceed to show you how quickly
they reversed themselves under a little pressure. That is a state-
ment which the advisory committee concurred in, The advisory com-
mittee included three representatives, of the consumers, who testi-
fied before you as to the desirability of continuing a licensing system,
that is, either themselves or other members of their companies.

Senator Nveext. Name them; who are they?

Mr. Woon, Mr. Cheney. of Cheney Brothers, testified yesterday.
One of his brothers is a member of the commission.

Mzr. Cuoate. It is this Mr. Cheney?

Mr. Woon. This Mr. Cheney—I thought it was one of his brothers.
My, Franklin Hobbs, whose letter was read into the record yesterday;
and Mr. Clark, who is a representative of the same company as Mr.
Thompson. of the United States Finishing Co., chairman of the ad-
visory commiittee.

The Association of Shirt Manufactuvers, representing one of the
large industries of the country, which are at present handicapped
on acconnt of the lack of kinds of dyes which are not manufactured
in the United States, at once took exception to this statement and
addressed 1 communication to the War Trade Board setting forth
the urgency of the need for the so-called “ vat colors,” and request-
ing a hearing,

The War Trade Board appointed a hearing to be held in Wash-
ington on August 26, 1919, and the committee of the shirt manu-
facturers went to Washington at that time and made representations
of the seriousness’of their need for these colors, unobtainable in the
United States. Those in charge of the hearing professed great in-
terest; at once conceded that, despite their officinl announcement on
July 26 that “ there appears to be no such need of German dyestutfs
as to warrant the issuance of licenses for any of these atticles,” there
is a present need for these foreign dyes. Assurances were tnen given
that licenses would be forthwith issued and that a represeutative
would be sent abroad to procure a sufficient supply of those dyes to
meet the vequirements of the shirt industry for a period of six
months.

Mr. Croare. What date was that?

Mr. Woon. August. .

This action clearly indicated that in making the official statement
on July 26 “that no such need existed.” etc., the War Trade Board
must either have willfully misrepresented the facts or else was
ignorant of them. If possible, T would much prefer to adopt the
conclusion of ignorance; but ignorance, upon the part of this board.
would be an admission of incompetence.

1t is, however, impossible to impute ignorance on this subject to
the beard, for on June 26, one month before the hoard made its offi-
cial pronouncement that  no such need exists,” this same committee
of shirt manufacturers had addressed a letter to the chairman of the
War Trade Board, setting forth the urgency of their requirements
and also stating that they would be pleased to appear at any time
and go into further details in regard to this situation.
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On July 5 acknowledgment of this communication was made on
behalf of the board, which acknowledgment contained the following
statement:

The information you have given us is very useful and is just what the ad-
visory committee on dyes is anxious to vecelve, I am therefore taking the
liberty of referring your letter to the said committee.

On July 23 (18 days later and 3 days before the board’s pronounce-
ment was made) a further reply to the 'shirt manufacturers’ com-
mittee was made, from which reply I quote these statements:

We quite agree with you that vat colors are essential to the proper making
of shirt materinls, * * »

This was three days before the issue of that pronouncement.
[Continuing reading:]

I have tuken the liberty of sending the original of your letter to the advisory
committee on dyes und chemiceals,

Then only three days later (July 26) this board made its public
proclamation that “ no such need exists,” ete.

The correspondence from which I have quoted had the concur-
rence of its advisory committee on dyes; and. as appears from the
correspondence, the communication from the shirt makers’ committee
was referred to that advisory committee on July 5, three weeks
before the board's adverse announcement. DBut apart from this
specific notice which the advisory committee had, the individual
members of that committee should have been fully aware of the
situation. for they are representatives of dye-making and dye-using
trades, And, in passing, I might here mention on the authority of
one of the members of the advisory committee, that certain of its
members would undoubtedly have been appointed to the licensing
commission originally provided for in the Longworth bill,

There are several significant features of this episode which deserve
notice. . :

The letter of the shirt makers’ committee to the War Trade
Board was dated June 26, It stated the compelling needs of their
trade, and expressed their readiness to go to Washington to give
any required details,

g’ine days later the letter was referred to the advisory committee,

The advisory committee unanimously concurred in the dictum of
the War Trade Board * that there appears to be no such need,” etc..
thus giving an illuminating example of the way in which even those
appointed to guard the interests of the industries they represent
became dominated by the organizational policy of the board or
committee, for the honor of appointment to which they feel in-
debted.

The hearing was finally granted to the shirt manufacturers’ com-
mittee, only after they had appealed to the President of the United
States and he had referred the appeal to the War Trade Board
for consideration: this oceurring at a time when the pending legis-
lation was receiving much publicity and the board’s announcement
had been widely criticized. The hearing finally accorded the com-
mittee, and the active interest suddenly awakened in their case, re-
sulted from a desire to placate the growing opposition to the licens-
ing feature of the Longworth bill; und in business circles there is
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a firm conviction that if this legislation had not been pending the
hoard would have, in characteristically bureaucratic fashion, ad-
hered to its refusal to give favorable consideration to applications
for licenses, to squly admitted needs.

When finally obliged to consider the reasonableness of the de-
mand, the board did not. take the simple and direct course of honor-
ing the requests for licenses to import these vat dyes, which appli-
cations had long been on file in its oftice. It adopted instead the
device of sending abroad a representative to negotiate for a supply,
with the result that now, upward of five months after the original
request was made by the shirt makers’ committec on June 26, the
wanted dyes have not yet been received; and so far as known have
not even been shipped. If licenses had been granted against waiting
applications. quantities of the special dves under consideration suf-
ficient for present urgent needs could have been shipped through
regular commercial channels weeks ago.

r. Cuoate. By “regular commercial channels” do you mean
former German houses?

Mr. Woon. T mean the former American houses that imported
these dyes.

It is noteworthy, too, that when the hearing was finally granted
by the War Trade Board, it was actually managed and directed by
the president of the Chemical Foundation and an agent of that one
of the dye manufacturing companies which has been chiefly active
in promoting the demand for a licensing systen.

When finally a representative was sent abroad by the War Trade
Board to arrange for a six months’ supply of vat dyes for the shirt
makers, to be allotted by the authority of the board, and under the
supervision of those who are demanding the adoption of a licensing
system, and who are opposing importation through the usual com-
mercial channels, the man seclected for the mission was one who
was already committed to the support of the licensing idea, and
closely associated with its proponents,

I have discussed at lengih the experience of the representatives
of the shirt-making industry because it so well exemplifies the arbi-
trary misuse of power which a licensing system encourages; the long
delays and costly expense in time and money which must often be
incurred to obtain even a limited response to an admitted need; and
the yet longer delays that ensue before the realization of actual
results, '

The representatives of the shirt-manufacturing companies are in
Washington—I met two of them last evening—and I think they arve
ready to testify of their own knowledge about this experience.

In a much briefer way I shall vefer to other examples of the diffi-
culty that would be experienced in obtaining required supplies under
a licensing system, .

The management of o woolen mill recently needed a very small

quantity of each of several important dyes for use in preparing
samples of its products for the ensuing season. The need was urgent
because upon the preparation of suitable new designs, and having
them ready at the only time when orders for the season are to be
obtained, will depend the operation of that mill for a six months’

season.
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Prior to the war it was always possible to obtain these preliminary
sample supplies from the dyestuff dealers within a day or twoj; it
being part of the dealers’ business to carry reserve stocks to meet all
such requirements,

It happens that one of the American dye factories is making a
few of the special colors which this mill wanted, so an order was
sent to its agent for them. In response to this order the information
was given that the colors were not on hand and would not be until
some indefinite future time which could not even be approximated,
but which would be at least several weeks distant.

Under circumstances like these it would be much simpler to make
out a good case for the granting of licenses than in many others
where the need was just as important, but to do so would require a
visit to Washington 'and compliance with many formalities and
much delay before the licenses could be obtained. When obtained
there would be a further delay of from ¢ to 10 weeks to bring the
colors from Europe. Under the most favorable circumstances, be-
fore they could be received by the mill, the opportunity for their
use would have passed and with it possibilities for business to keep
its plant fully employed during the suceeding season. Small as the
quantity involved was, I know of no way by which the issuance of a
license conld be assured without presenting an application before the
representatives of the licensing body in Washington or wherever else
its place of business might be.

It should be added that the several kinds of colors which the mill
wanted, it had previously been obtained in moderate quantities from
the American producer, and therefore he had good reason to expect
that additional quantities could be promptly obtained when needed,
but evidently production had not yet attained to the proportions of
substantial commercial quantities, and the producing company was
unable to say when adequate production would be assured.

These instances are cited as illustrations, they are typical of the
general cxperience,

Another example of the practical difficulties of operating under a
licensing system relates to the demand for anticipation of require-
ments long in advance of actual need of the dves. The War Trade
Board sonietime ago sent to dye users a questionaire which ealled for
a statement of the varions kinds of colors and the quantity of each
that would be required by the addressee during a future six months
period, which period was to begin something like three months after
the date of the inquiry. Those who are familiar with the conditions
under which dyeing is done in :rost of the textile trades. understand
how impossible it is to know which colors will be in demand at a
somewhat distant future period and how much of cach will be
needed. Some users filled out the blanks on the questionaire by
cnumerating a variety and quantities in excess of any probable usage,
so ds to insure the import of an adequate supply.

I received that information from the proponents of the licensing
system, by whom the statement was originally made.

But if all the dye users had followed the same course, and the
quantities imported had been determined by the aggregate of such
replies, the result would have been farcical for the total quantities, if
brought to the United States would have defeated the very purpose
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of the licensing plan, by bringing to this country quantities greatly
in excess of actual requirements. And the organization set up by the
licensing commission to make the importations and allotments would
have had to provide a very large amount of money to pay for stocks
that would have to remain idle for a long period. or if the excess
was promptly sold would have constituted an unfair competition for
domestic products.

However, many other dye users replied to the questionaire by
frankly stating that it was quite impossible to anticipate the kinds
and the proportionate quantities of dyves they would need within the
specified period.

I want to explain that the preparation for a new season’s business
in almost all these color-using industries, requires a period varying
from three to six months before the time the sale begins. Then when
the selling season opens orders are usually taken for a considerable
part of the production for several succeeding months of that season.

It is impossible except in the case of staple goods, for the manu-
facturer to determine what the public demand is going to be. In
some years, blues are worn, and in some years purchasers think
they have had blue suits long enough and want to wear for business
purposes, brown or grey.

It is only the aggregation of the selections by the public at large
that determines what colors are wanted. To some of those who re-
plied that they could not fill ont the questionnaire, the War Trade
Board made answer that unless a definite categorical reply was
made the addressee would be unable to obtain any of the dyes im-
ported. Here is a copy of one such letter from the board.

GENTLEMEN : Replying to your letter of the 24 instant, you of course, realize
that at this thme the importation of vat dyes is to be limited to the needs of
the country for six months as nearly as ean be estimated by personal replies
from consumers of said vat dyes,

Your needs, it any, would not be taken into consideration unless you are
able to make some reply to our questionnaire regavding such needs.  So far
as the plans for the importation of these dyes arve perfected, it is not con-
templated that a blanket leense will be given to any one to supply, in a
weneral way, the needs of his customers, but all importations will be in ace-
cordanee with an actual use estimated as correctly as posible by the user.

Yours, very truly,
Berear or Imvorrs.

And there has been upon the part of the advocates of the licens-
ing plan much unwarranted criticisim of those who did not specify
their future requirements because of the impossibility of doing so.

While the licensing system is fundamentally wrong and there
wotld have been mm-{f’\ opposition to it in any case, T believe many
of those who are now active in their opposition to the system would
have been acquniescent, if the delays and difliculties interposed under
the licensing authority by the War Trade Board had not convinced
them by experience of the grave disadvantage imposed upon bugi-
ness by such a plan,

If when applications were made to the War Trade Board upward
of six months ago, for licenses to import moderate quantities of the
dyes unprocurable here; there had been an evident effort to facilitate
the application with such rensonable dispatch as is common in com-
mereial affaivs, the applicants would not have had forced upon their
notice the expense, vexatious delays, and interruption to production
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they have experienced. TIaving had a practical demonstration of
the working of the system: and knowing that those who have domi-
nated its operation under the War Trade Board ave the same persons
who are pressing for this legixlation to continue the war-time con-
trol. and equally expect to guide and direet the new licensing author-
itv. it is not swrprising that this opposition to a continuation of the
svstem should cease to be passive.

Recently licenses have }won issued for some importations, many
of them in response to applications long on file. And arrangements
have been made whereby the Textile \lliance has been designated
as the agency through which vat dyes obtained through the repara-
tion commission c¢an be imported.

The Textile Alliance has promulgate | the ferms upon which it
undertakes this business, and among other conditions it is stipulated
that payment must be made in advance for the entire quantity for
which the applicant has received license. although it is understood
that the quantity of these dyes available for allotment is relatively
small. and that each licensee will only receive a fraction of the quan-
tity for which he has been given a license.

Senator NvGexT, I8 there any objection to that procedure?

Mr. Woon. Only this objection, Senator, that if you had made ap-
plication for $50,000 worth of products, which normally you would
receive and pay for in monthly installments over a period of five ov
six months, and you knew you were only going to get 30 per cent of
that $50.000 worth, and you are required to put up the whole $30,000
in advance, it might be quite a tax upon vour resources if engaged in
a business having but a moderate capital, understand the amount
to be paid is the cost of a six months® supply. of which it is admitted
only 20 or 30 per cent will be delivered, and you must let vonr money
lie idle until the dyes come in. and the accounts are adjusted. after
which at some later time a vefund of the excess may be expected.

1t therefore results that instead of only having to make an outlay
cach month for a quantity equal to a monthly consumption, as wonld
be the usual course if the business was transacted in the normal way,
the user must now lay down in advance the payvment for an entire
six months’ supply. of which supply he will only receive a part. and
he will only receive refund of his excess payment when the trans-
action has been completed.

It further appears that the actual cost of the dyes thus imported
is yet an indeterminate quantity and will not be known until delivery
has been made, and probably not until still later.

Among the many inaccurate statements made by some of the ad-
vocates of licensing was the assertion that no delay need occur in
the receipt of dyes after licenses have at last been obtained, because
the dyes could be imported in bond in advance of the granting of a
license, and when license is obtained they could be quickly procured
from the bonded warehouse. After this had been unequivocally as-
serted by one of the legal representatives of the proponents of this
measure, I addressed an inquiry to the War Trade Board upon the
subject, and received this undated reply which was probably written
on November 1:

GENTLEMEN : Replying to your letter of October 31, 1919. I beg to inform

you that an import license is required for the importation into the United
States of dyestuffs, irrespective of whether they are brought in for reexporta-
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tion purposes or not, and in this connection it should be stated that licenses
for the jmportation of dyestuffs of German origin, except to users under
special regulutions as set forth in the accompanying papers, are not being
granted, pending legislation by Congress, not even for reexportation purposes.
Yery truly, yours,
Bureavu or Imrours.

The reference to “reexportation ” was due to the misapprehension
of the writer of the reply as to the purpose of importing * in bond.”

Mr. Cuoate. Of course, that is true that license is required; it is
required as long as the trading-with-the-enemy act was in force.

Mr. Woop. 1 shall offer some further examples of the ditliculties
experienced with a licensing system when discussing objections that
have been made in Great lhrltuin to the licensing system of that
country, which has been cited here as a precedent we should follow.

The license plan is simply a device to satisfy the consciences of
those who are opposed to the protective-tariff policy, but for pru-
dential reasons do not wish to seem hostile to this domestic industry.
It is intended to enable them to support the licensing feature while
professing a futile objection to the tariff rates of the bill.

If the device is successful in this case its more general application
will undoubtedly be attempted, This is clearly foreshadowed in a
news-letter emanating from Washington in the latter part of July,
in which, after referring to the Longworth bill, then pending in the
Ways and Means Committee, the correspondent said:

* % % jp it (the lcensing plan as a substitute for the protective tariff) 1s
the germ of future political campaigns and a possibility of change in the whole
protective system,

Editorials in the daily press convey similar intimations, as an
example of which I submit this from the Evening Bulletin (Phila-
delphia) of July 31,1919:

SUBSTITUTE PROTECTION. *

The issue between a tariff on imports and regulation by a commission, as
a means of protection for American industry against German competition,
which is raised by the dye-using industries of Philadelphia, is not limited to
these interests and to the matter of dyestuffs, A similar substitution of Fed-
eral licensing of imports is proposed in amendment of the proposed tariff
protection for the glass manufacturers of the country, and it is evident that
the administration party in the House and Senate will favor something of
that sort wherever there is a demand for tariff protection against German or
other goods,

By this means the free-trade party may save its face, while acknowledging
the necessity of some barrier for the protection of American industry. DBut
there is a question whether such a plan of arbitrary control of imports,
which may have been necessary and may have served well enough as a war
measure, is suitable for conditions of peace, If imports can be regulated in
this way it may be argued that the tariff may be ahandoned altogether as a
protective device, and the wish may be father to the thought. At least the
beliévers in protection will discover that a principle rather than a mere detail
is involved in the Philadelphia protest,

Those who are asking for the application of licensing restrictions
upon dye imports will assure you that it is not intended to make
any other application of this innovation. DBut as to that their voices
will be impotent. When this measure is disposed of they will dis-
apl{)ear from the scenc; and the idea will be taken up anew by
others.

There are other products for which the licensing plan could be
advocated upon precisely the same grounds and with as much reason
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as for dyes; and the importance of one such product exceeds that of
dyes, both in war and peace.

The woolgrowers of the Western States have just made, through
Senator Phipps, their protest against the iniportation of wool from
Australin.  Wool is one of the most essential products in the prose-
cution of the war. Without an abundant supply of it the armies
can not be clothed ; and even though unlimited supplies of gases and
explosives should be available, failure would be inevitable if the
troops can not be supplied with woolen clothing and blankets. How
serious the matter of wool supply was to our Government in the early
months of 1918 is well known.

Much less than half the amount consumed by the United States
is of home production. With inadequate ocean shipping or in the
event of a loss of control of the seas, the deficiency of wool would be
much greater and more serious than of explosives; for the Iatter
we possess within our own boundaries all the needed raw materials,
and the experience of the war that has just ended has shown that
the production of an adequate supply of explosives was more quickly
obtained than of any of the other major material needs of war.

To increase our production of native wool in any appreciable
degree would require at least three years, and to bring it up to war
requirements would take upward of 10 years under the most favor-
ing conditions.

And imported wool is not subject to any import duty, nor can the
reparation commission safeguard it from any foreign competition;
nor has it a protector to do for it what the Chemical Foundation
can do for the ‘domestic-dye industry. In thLis situation the raw-
wool industry is at this very time threatened with an avalanche of
competitive foreign supplies of definitely known quantities, whereas
the alleged flood of German dyes awaiting export is & myth. The
only information vouchsafed by the proponents of licensing as to
the existing stocks of dyes in Germany indicates a quantity only
about one-sixth as large as the normal prewar stocks amounted to;
the existing stocks of importable wool are nearly equal to the normal
production of two years.

Can there then be any doubt that if the principle of restrictive
licensing is to be applied to any imports, the domestic woolgrowing
ilndustléy is as much entitled to such legislation as any other in-
dustr

I think it will be clearly understood that I hold no brief for the
woolgrowers, and am not personally concerned in their case.

The potash producers are already in the field with their claims
for the application of licensing to potash importations, and they only
ask that each applicant for a license to import shall be required to
purchase an amount of domestie potash equal to the quantity for
which license to import is asked.

There need be no doubt, therefore, that if the licensing plan is
once accepted for dyes it can be equally justified for many other
needs; and the opponents of the protective-tariff system can be
counted upon to support every such proposal.

In the debate upon this measure the policy of Great Britain in
adopting a licensing system has frequently been referred to as an
example we should follow. But the situation of Great Britain is
wholly different from that of the United States. To understand the



254 DYESTUFFS.

reason for the adoption of a licensing system for that country it
is only necessary to remember that it has no protective-tariff system,
and can not under existing conditions adopt one.  Consequentiy
there are no alternative means for protecting the dye industry. The
assured position which the dyc bilieors of ot country can have
by the operation of taritt duties is dented the dyemakers of Great
Britain.

It is pertinent to ask those who want us to adopt the British
moethod whether they ave williz g oo follow {Le British procedure in
its entirety. by striking from the pending bill all customs duties,
and admitting free of duty proportionately as much of foreign dyes
as Great Britain will tmport under its licensing system during the
next two yvears,

Senator Warsox, You made a statement there that T do not think
ought to go unchallenged: that is, that every epponent of the pro-
tective-tarifl system in the United States should necessarily embrace
a license system. T do not believe that, at all. The license system
is expected to be considered apart from protection, embracing, as it
does, a departure from our departmental policies, and it might he,
in fact, a departure to a certain degree from our very form of gov-
ernment: and 1 think it is a question to be considered separate
and apart from the tariff question and any relation to the tariff
question, and T would not want to go unchallenged the statement
that every opponent of protective-tartf svstem is ready to adopt the
license system.

Mr. Woon. I only offer it as my opinion. I think upon further
reflection you will see that that opinion has some merit,

In the references that have been made to the British restrictions
it was inferred that no objections had been made upon the part of
the British dye users and publie to the restrictions adopted, and
that the licensing plan has tllu- status of a definitely adopted policy.
To controvert these inferences, fet me present ~éme of the abundant
evidence that they arve assumptions without warrant of fact,

At a recent meeting in London of an advisory committee on
drugs, dyes. and chemicals it was decided that it would be well to
point out to the Board of Trade™ (the Government department
which has jurisdietion over the subject) * that the prices had been
forced up by the import prohibition ™ (i. e:. since the armistice) :
and a resolution was adopted in which it was suggested that the
interests of consumers should also he considered.  The resolution
alleged that certain important chemical products had * practically
doubled in price since the import restrictions were in foree.”

One of the speakers brought out the fact that licenses were being
refused for certain coal-tur derivatives, the reason heing given that
the quantity being manufactured in Britain was suflicient to supply
the (lonmmf: but when applieations were made to the two firms that
the department had named as able to furnish the produets, one had
none to sell and the other could supply only 1 pound. It is precisely
such experiences that we arve certain to have under a licensing system.

A former cditor of the Economist said of the system that:

The Government ig about to embark upon the worst and most corrupt form

of protection that has been proposed by any Government that T have ever heard
of in modern economic history,
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Additional light on the British situation is afforded in a letter
yublishod in the Daily News Record of September 27. from its
.ondon correspondent. The letter is to long to read in its entivety,
but the few passages 1 now quote will suffice to indicate its general
tenor:

* x x Opinfon here as to the importation of German dyes is divided.
Also the issue is obseured to a certain extent by the faet that the British
Dyestufts Corporation, in which the Government is it heavy shareholder, has
sueceeded in distributing its stoek (shares) to the publie, * = =

There is no doubt, however, that the British Government proposes to sve that
the textile industry =hall not sutfer much longer by the close restriction of im-
ports from Germany. .

No one has any particular faith in the licensing system which has lately
bheen set up by the Board of ‘Trade, and it was, in faci, nothing more than an
experinient which probably will give way soon to some other seheme.

The same letter gives the details of an elaborate scheme, proposed
by one of the advoceates of licensing, to overcome some of the obvious
objections to the licensing plan.  This propostl is, in effect, to have
a central Government ageney buy all of the domestic product at
regulated prices, as well as all of the permitted imports. and establish
fixed prices for the sale of both the domestic and foreign dyes
through this central agency.

I «ubmit also this cable from Manchester. England. dated August
14 and published here on Angust 15,

BRITISH BUSINESS MEN WANT EMBARGO ON IMPORTES LIFIED.

Ao naess meeting of business men held here resolutions were passed ealling
on the Government to remove eoxisting embargoes,  The Manchester Guardian
commented editorinlly on the situation, saying in part:

“Why do we still have to put up with so many of the evils of wir, now that
war ix over?  In cortain caxes the ohvious reason is that it pays somebody to
Keep us from getting the benetits of pence,  This is the ugly trath behind the
evils against which a hody of Manchester business men protested at the meeting
addressed by Kir John Simen, We publish to-day a second installment of the
amazing 1ist of things which, much ax English men and women need them, are
willfully made expensive by the wiar poliey which the Board of Trade has con-
tinued into peace time, to the intense delight of war profiteers,  The whole
business is o black one, of doubtful legality and repugnant to fair play as well
ax (o patriotism,

I Brown, an English trader, wants to import some of the things mentioned
in this steange list of taboos he has to go to the Board of Trade for leave.  He
prohably knows that some vival teader, Smith, has gor leave alveady.  Brown
fimlx that the licenses are apparvently kept behind o sort of Hindeonburg line
of harhed wirve, or at least red tape. entangfements aml that he is mysteriously
sent about from oflicial to oflicial ax though in hope that hie may lose heart
before he wins his way to the inmost citadel, where possibly he may get per-
mission to compete with Smith,  His petition will come hefore o speeial
advisory committee for his trade, and on tlns he may tind sitting a second vival,
Jones, who by no means wishes him to get a license. The whole system is
dark and erooked, tainted with favoritism and likely, if continued, o de-
generate into mere corruption.”--(Philadeiphia 'ublie Ledger, Nug, 15, 1919,)

The Daily News Record of New York publishes a weekly letter
from its London correspondent, which reports current news from
Great Britain upon various topics of business intevest. I mention
this because it is a regular news letter upon British conditions, and
therefore, enan not very well be infected with any of the propaganda
which we are assured is connected with everything said against
this licensing plan. No one can make a statement but what
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the proponents assert it is German propaganda. Irom the London
letter appearing in the issue of October 25, I have taken these
excepts:

The unsatistactory supply ot dye wares required by Yorkshive woolen manu-
facturers has been strongly commented upon by members of the Dewsbury
Chamber of Commerce,  In a recent note details were given of dissatisfaction
with the dyestufls licensing xubcommittee, on the part of the British Chemical
Trades Assoclation, and further complaints were made at the meeting above
referred to. .

These objections are from the woolen trade of England. We
have been told by several of the witnesses that it is only the vat
dyves for cotton which are wanted. The vat dves do not coneern the
English woolen manufacturers, whose protests were veporvted.  |Con-
tinuing reading:|

The president of the chamber stated that ** Yorkshire manufacturers are
Inboring under very zreat difticultios owing to their inability to get dye wares,
particularly the bright colors which are fast to milling, They are running
from pillar to post and then ave limited to the ridiculously small quantities
that ave to be obtained when the agent of Swiss fivms divides his supplies
among the many manufacturers who are clamoring for colors,

“Is it not absurd that a great industry Tike the woolen trade should be
deliberately handicapped in this manner? With the exception of sulphur black,
synthetic indigo, and c¢hrome yellow and brown, such as could be obtained
during the war, I am advised that local manuracturers are still dependent
upon Swiss firms for 73 per cent of their total color requirements,

“Months ago we heard of a licensing committee appointed by the board
of trade * * *  But up to the present we have not heard of any licenses
ln-h:;.z*umnlvd for the importation of German dyestuits Into this coun-
try, * %

“ No member of this chamber Is anxious to use German dyes, but the woolen
industry is being held up, and it is of vital fmportance that there should be
an adequate supply of colors, hright in shade, fast to light, and capable of
withstanding heavy milling, :

‘It is to be hoped that the time will soon arvive when the British producers
of dye wares will be able to meet the wants of the trade for colors equal to the
foreign produets, But in the meantime something must be done, and done
quickly to relieve the very difticult situation,”

Senator Watson, The committee will rise until 2 o’clock this

afternoon.
(Thereupon at 12.25 p. m. the committee took a recess until 2

o’clock this afternoon.)
AFTER RECESS,

The subcommittee met at 2 o’clock p. m., pursuant to recess.

STATEMENT OF MR. J. P. WO0D—Resumed.

Senator Corris, Col. Wood, you may resume your statement.

Mr. Woop. There are two references I neglected to make at the
appropriate place and would like to offer now: First, on the ques-
tion of already established American dye plants, I want to call your
attention to and quote from an advertisement of the National Aniline
& Chemical Co., appearing in current technical publieations, which
says in part—or I will just offer the advertisement:

AMERICAN DYESTUFFS IN 1919,
This company was founded to provide Ameriea with a permanent dyestuff

industry. Its predecessors were the ploneers in Amerlcan color production,
The war brought not only the opportunity but the necessity for the develop-

[
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ment of this aceumulated experience.  Upon this experience hax heen built
a structure in personnel and in equipment net bettered by any European works,

The oblizasion resting upon us during the war was (o prodace quantity.
The emergeney needs of the Govermuent and of the textile industry demanded
first attention. Fhe building of owr immense plants had (o go on hand in hand,
To-day we are producing some St intermediate produets and over 200 different
colors.  ‘Type for type these products are as fine in quality as any ever im-
ported.

it of our researeh departinent must come the future progress of the com-
pany.  Its past years of stewdy upbuilding ana devoted service will become
evident ax better and newer types advance into the semimanufacturing, and
ultimately to the full manufacturing seale of production,  Several very im-
portant types to he availabelin 1919 have abready been announcwd. We Kknow
the needs of the countyy by reason of years of service which our selling units
have devoted to the textite industry, and the research work we undertake is
dictated in the interest of the textile user,

Primarvily and logically, the American coal-tar color industry is a servant of
the great American toxtile manufacturers, whose annual produet runs into the
hundreds of millions, It is the needs of the great army of textile consumers
that we serve. It is the voiee of the textile manufacturer to whom we listen.,
It is beeause the great Ameriean investment in textile manufacture must he
insured against loss for all time, that an American dyestuft industry has heen
born to serve the Government with explosives for war, and with colors for
textiles and allied industries in hoth peace and war.

Narionan ANang & Cuesmican Co. (Inc.),
21 Burling Stip, New: Yorlk.,

Me. Woob. In referring to the difliculties presented by the licensing
system, under which we are now operating, I neglected to mention
that application was made by the mill with which T am associated
for a license in reference to one of these colors, and they replied as
follows:

War Trane Boaurn,
Washington, November 26, (919,

Sies:  Your application for an allocation certiticate authorizing you, or your
assignee of the cortificate, to apply for and to obtain from the War Trade
Board section a license authorizing the importation of 200 pounds of alizarene
black. has been referred to the advisory committee on dyes of the War "Frade
Board section of the Department of State,

We beg to advise you that the committee finds that the dye for which you
have applied is obtainable from United States sources on reasonable terms as
to price, quality, and delivery, to satisfy the requirements of consunmers of
that color for the six months' period, November 15, 1919, to May 15, 1920,

Accordingly, pursuant to the provisions of paragraph 2 of our letter ol Octo-
bher 8, 1919 (copy inclosed), we must advise you that your application has
been refused.

Very truly. yoyrs,
Brrear or Iaronts, WAR Tranke Boanrp Secrion,
By L. J. P

A letter was then written to the War Trade Board asking them to
state where. from American cources, the color could be secured. as
this mill was entirely satisfied to use an American dye. Up to this
time, now approaching a period of two wecks, no reply has heen
received. Meanwhile I learned of another mill having applied for
the same dye which was given a license for it. or an allotment, with-
out any question at all.

Senator Nverxt. Was the other mill operating in competition
with your mill?

Mr. Woon. Yes. sir: but T am inclined to think there was no favor-
itism intended to be shown to that mill, T know of no reason why
they would favor it. but think it was evidence of carelessness of
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administration, and that it goés to show how' these matters function
under the license system,
Senator Conris, Your letter might have reached some elerk off on

leave,

Mr. Woon, Yes, sir. I do not mean to impute any partiality or
favoritism, but only refer to the insuperable delays and difliculties
attending a burcaucratic license system.

Mr. Croare. Mr. Chairman, can we have those names?

Mr. Woop. I can give them if the committee desives them.

Mr. Croare, We would like to find out,

Senator Crrris. Well, the committee will settle that matter a little
later. In the meantime. ('ol. Wood, vou may continue.

Mr. Woon. At the recess T was talking about objection by Brit-
ishers to the British licensing system. Proceeding with a few more
references of that kind:

The Dyer and Calico Printer, an English publication, in its issue
of October 19, reports:

During the past fortnight the question of dye shortage has come prominently
to the front in Yorkshire, and dyers are by ne means hackward in showing
their disappointment at the existing state of things, * * * At the Heck-
mondwike Chamber of Commerce the president and owner of the oldest dyeing
concern in town declared that the existing vegulations nre handicapping coun-
try dyers and manufacturers who do their own dyeing * * * without
Swiss dyes we should be in a deplorable position, especially In the worsted and
waoolen trades of the West Riding: that in official quarters the opinion was
held that for some time to come we should require to import German dyestutls;
but. so fur, none had come to hand, though the demand for them was steadily
growing,

Mr, Jogeph Clark, the head of a well-known Leeds dyeing eoneern, declared
that the requirements of the Leeds and Dewsbury textile districts eould not
possibly be met by Swiss or Americans in the quantitiex desired.  (Note that
they expeet to obtain part of their supplies from Americi)  Moreover, there
were certain dyestuffs imported from Germany before the war which were still
neither produced by ourselves nor by the Swiss makers,

Mpe. Clark said: T have made vepresentations to this end in every con-
cefvable direction—hoth to the English and Swiss makers, to the color con-
troller in London, and to the lHeensing committee in Manchester—proving to
them that at the present time we are ahsolitely at owr wits’ end as to what
to do.” *

The writer adds:

But the faet still remains that dyers want colors and can not get them, and
whittever the cause of the existing state of things may be, they would havdly
o to the length of making complaiuts in publie, it their business wax not being
badiy handicapped.

The Yorkshire Observer, one of the best known provincial papers,
of October 17, reports a statement by a member of the council of the
Color Users' Association from which I quote in part:

The distribution (of some (ferman dyes) was to have heen made hy October
1, but so far not a single ounce of German dyes has been brought into this
country.

Hopes are held out that not only the 172 tons mentioned but a further 1,500
tons, which have also heen allocated. will ¢rrive within three months, and that
Great Britain will he placed in a more favorable position as compared with
France, where there is an abundance of splendid dyes for which British textile
manufacturers are simply waiting.

That the present prices of dyes are scandalously high is not accounted for
by the cost of production on a smaller scale than that of the Germans, but
by absence of competition,
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The present English prices quoted by the speaker for various dyes
were from nine and one-half to fifteen times the prewar prices.

The same issue of the Bradford Observer contains a report issued
by the Bately and Birstall Chamber of Commerce, which states that:

The executive committee had passed resolutions urging the board of trade to
take steps without further delay to secure adequate supply of such dyewares
as ure essential to the woolen and many other British industeies, and which,
it made at all in this countey, are not made in neavly sufliciont quantities,

The committee further stated that it is understomt that manutacturers of
France already have secured very lavge quantities of those dyes from Gerusiny,
and that the same is true of Italy and Belgium,

Why, the committee axks, should the industrios of the country (Great Britain)
he handicapped by luck of dyes while the needs of continental competitors are
heing fully met?

In some views upon the subject submitted to the Dritish Board
of Trade by the British Chemical Trades Association, there is an
evident note of distrust.  The guotation is from the London letter
published in the Daily News-Record of October 29:

There s strong oppoesition to the so-called Central inporting Ageney already
established, ‘The Information which must necessarily acerue to any individual
concern acting in sueh eapacity may he applied to a later date, or indivealy,
for individunl advantage,  The associntion has received various protests on
thix point, and quite apart from the merchants' point of view, iU is submitted
that the present system is frequently exceedingly unsatistactory o the consumer,

Senator Nveext. One moment, Col. Wood. Is the price of dyes
in this country as high os in England?

Col. Woon, T am unable to answer in detail because we have had no
opportunity to get the British dyves here in any quantity, and 1 have
only the information which was submitted to the Ways and Means
Commiittee of the House, which indicates that in some instances the
price was less than here, 1 think. in general, it probably compares
with the price here. )

Senator Nvaext, Take the prices of dyes in this country as @ whole
at this time, how do they compare with the prices that consuners
were obliged to pay prior to the outhreak of the war and when they
received their supply from German sources?

Mr, Woon., Oh, they are greatly higher,

Senator Nveext, How much higher?

Mr, Woon. They vary very much. Those that have beenr well
established by the” domestic dye manufacturers are probably not a
areat deal higher than the general rise in prices of all things. But as
to others that have not vet been thoroughly developed, the prices
are many times more, I think one quotation was given here a few
days ago which would represent a price of something like $25 a.
pound, as compared with the price of perhaps a dollar a pound:
before the war.

Senator Nveext, But you can not give us any authentic informa~

tion on the subject? )
Mr, Woon. No: but I am quite sure there are witnesses here who

can.
Senator Curtis. You may continue your statement.
Mr. Woon, In the issue of the same journal for November 11, 1919},
it is reported that:

Action is at last belng taken on bhehalf of the whole British wool textile
industry to augment the present supply of dyestufls, which is said to he sertously
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indequate to the requirements of the trade, now thit production of fabries
It heing inereased to meet eivilian necds at home ad abroal,

As a |'(-1.n'v.~1-nl:||i\'v dyver said, > The dissatisfaetion felt with the dilatory
methods of the Government in its control of foreisn importations of essential
dyestulls, which are not to be obtained from makers in this country, has at
lensth Jed to concerted measures ot behalt of the wool textile trade,”

At a conference in Bradford, at which eolored spinners, manufacturers, slub.
bing dyers, plece dyers, and the low-wool trade were represented, it was de-
('ic!(-nl to appoint a deputation, representative of all sections of the trade
affected, to wait upon the president of the board of trade with a view to
placing before him the facts of the situation.

The president of the British Boavd orf Trade is to he asked to srant an inter-
view at an early date,

The movement is not characterized in any way by opposition to domestic
gmmnf:u-turers of dyestufts,  Some of those closely connected with the proceed-
ings ave, in fact, shareholders in British concorns, It is fully realized, how-
ever, that the future of the trade in competition with foreign nations is inti-
mately dependent upon obtaining dyes which are not at present procurable in
this country.

“We want essential dyes which are made at home at the present time,”
said a dyer, who is also a shareholder in the British Dyestuffs Corporation.
“ We are not out to hamper our own manufacturers of dyvestutts. When they
can make the dyes we require we will take them, but until they do we must
get the dyestufls somewhere else,”

It is needless to ocenpy your time with further quotations, Those
that I have read show very clearly that in the opinion of British
consumers the British licensing system is not functioning satisfac-
torily. that there hos been great delay in obtaining colors for which
acute need exists, and that the color-using industries ave very seri-
ously handicapped in competition with their continental rivals by
reason of inability to obtain dyes that the latter have in abundance.

An interesting sidelight on the troubles ereated by the restrictions
that are being enforeed abroad is contained in an interview with one
who had just returned from abroad. which was published in 2 New
York daily of September 11, In concluding his tale of troubles this
traveler said:

Athough the war was fought to make the world safe for democraey  *  +  *
mne would think the war was waged to make the worlidd safe for autoerney
and bhurcimeraey, ‘The red tape business must be the most prosperous on eartln

Whatever the Dritish practice may be, the fact ean not be too
much emphasized that a makeshift arrangement has to be re-orted
to there because they are debarred the application of an effective
protective tariff system. .

Some of the speakers who refer to British methods also mentioned
France and Japan as having adopted a system of license vestrictions
for dye imports. But no evidence was adduced in support of this
statement at the previous h-arings. The Iatest publi=hed information
that I have been able to find upon the subject merely mentioned
that such a plan was under consideration in those countriex, And
it is noteworthy that. whatever plan may be adopted, both France
and Ttaly are reported to have received their shares of a second allot-
ment of German dyes.

The fact that France is supplied abundantly with important Ger-
man dyes not made elsewhere, is referred to in some of the gquotations
T have read of British erviticisms of the British licensing system.

United States Commereial Attaché Snow is reported to have cabled
to our Bureau of Foreign and Domestic Commeree to the effect that
the Chamber of Deputies has adopted a new detailed tariff schedule
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for dyestuffs and chemicals, including pharmaceunticals, and pro-
viding for free importation and Government distribution of German
products covered by repavation annex 6 of the peace treaty. and
further licensing of all German imports of those products in excess
of treaty amounts, The bili has been referred to a committee of the
IFreneh Senate. 1 have a newspaper elipping which T took that from,
a~ follows: :

FRENCIT REVISE CHEMICAL AND DYE TARI'P SCHIDULL,

According to o cablegram from Trade Commissioner Adams. Paris, made
publie by the Bureau of Foreign and Domestic Commerce to-day, the Journal
Officinl of November 17 contains a law, dated November 7, vevising the taviff
scehedules applicable to chemicals, and establishing o licensing system for Gep-
nine dyestutts and chemicals, The complete text of the law as proposed wy
publixhed on Octoher 19, and a copy is on file in the Division of Foreign Tavitl’
of the Boreau of Foreign and Domestie Connnerce,

Aceording to the cablegram of the trade commissioner only o few minoy
moditications were nide in the Inw as it pasced the Freneh Senate on October
18, The produets affected by these subsequent changes include eateimm hy-
droxide, schweinfurth green, mountain green, il o few <imilar compounds,
while the tavif? numberings of certain other chemicals are changed,  The object
of the new law is to provide @ more complete and flexible chemieal sehedule
in =ubstitution of the few general items which formerly included many clisses
ol produets, .

A Lnrge part of the chemieals for which special rates are now provided were
formerly dutiable as chendicatl products not otherwise specified at the rate of 71
per cent ud valorem under the general tavit? applying to imports from the
United Rtates amd 5 per cent under the minimun tarvift,. . The new rates of the
general tarvilt will apply to imports from Germany, but dyestofls, chemieals,
atd othier products tfarnished as o part of the indemnity will he admited free
of duty. On imports in excess of such alloiments, rull duties witl he chnrged,

Whatever the IFrench system may be it seems to have vesulted in
providing that country with so abundant a supply of German colors
that the envy and apprehension of Dritish color users have been
aroused.

In connection with this phase of the subject T quote again from the
Duily News Record a statement printed on August 16:

British represemfatives (repaivation commission) are opposing auy distribu-
tion of German dyes at this time, and have so far succeeded in preventing any
general dixposition,  FFrance, Belgium, and Italy, however, have suceeeded in
part, ahd have obtained a quuntity of the German dyes under an agreentent
which limits their use strietly to domestie consumption, and with the under-
standing that the goods upon which they are used will not be exported through
the Rhincland commission,

It is not explained how it will be possible to enforce such a pro-
hibition,

The British bave met with success in their efforts to keep German dyes in
Germany and have in effect cornered practically the whole supply in the Riine
terrvitory, and are holding thens, refusing to permit their exportation,

It wus proposed that the Germans be asked to submit an inventory of their
stock of dyes as of August 15 (an carlier inventory had already been pro-
vided), and that the reparation commission should proceed with their alloca-
tion as soon as possible. This plan, however, did not meet with the approval
of American interests, it is understood, nor were the Diritish in favor of it; it
was abaudoned, temporarily at least: it is authenticated that the British mem-
bers of the commission are making a strong ceffort fo hold ap distribution of
the German vat dyes in the hope that Dritish dye manufacturers may be able
to produce these colors in commercial quantities. The British representatives
are strongly on the side of the dye manufacturers, while the I"rench, Italian,
and Belgian representatives look upon the question from the viewpoint of the
dye consumers.
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This attitude of British representatives on the reparation com-
mission may Lo some extent account for the troubles of which the
dyers of Ingland are complaining.,

That was an excedingly interesting statement about American
interests being opposed to the proposal that the repavation com-
mission should proceed with the allovation of its share as soon as
possible.  Who were the American interests veferred to, and how
were their views made known to the reparation commission? A\t
that time the United States had no oflicial representative upon the
reparation commission,

Dre. Hervy (interposing). May T interrupt Col. Wood one moment
with an explanation of that!?

Senator Crrris, Do yonmean with a long statement ?

Dr, Herry., Noj just for a few moments only.

Senator Currts. Col. Wood, have you any objection?

Mr. Woon. Not a bit.

Dr. Hurry. The reason for that is. the representatives of the
State Department and of the peace commission were unwilling to
take any steps anticipating the peace treaty, and while the peace
treaty wus under debate in the Senate,

My, Woon. But the facts remain that France, Italy, and Belgium
were getting dyes. countries that were equally opposed to Germany
in the war, and whose antipathy to anything German was equally as
great as our own, )

Senator Cewers, You may continue your statentent. Col. Wood.

My, Woon. One of the principal pleas for the support-of the licens-
ing system is chat the explosives required in modern war must be
nmade from the same materials used in the manufacture of dyes
and by similar processes; and, therefore, as a_part of a general policy
of preparedness for war, the dye-making industry must be sustained
so that its plants may be quickly converted to the manufucture of
explosives it need should arise.

To the extent that this reason has weight, those who ohject to the
licensing plan are in entire accord with this view. They are just
as anxious to have the domestic dye industry flourish and prosper
as any one can be. Motives of public spirit and business nterest
alike persuade them of the importance of cultivating this important
interest and valuable national asset.

But they are sincerely convineed that this desived prepavedness
for wmilitavy purposes is asured by protective measures which do
not involve hardships to other national and equally important in-
tevests, that the restrictions under the licensing plan would impose.

The question at issue is not whether the dye industry shall be pro-
tected t it is what is the best and simplest method of providing the
necessary protection without detriment to other industries.

If we show that licensing restrictions and impediments are not
necessary to that end, there is no occasion for considering the inei-
dental benefits that will ensue from the possession of a domestic
dye industry.

But since this element has been injected into the discussion let us
consider, apart from the fact that licensing of imports is not essen-
tial to the result, what degree of importance should be attached to it.

At the beginning of the war the American dye industry was ad-
mittedly of small proportions and of exceedingly narrow develop-

@
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ment. The manufacture of intermediates was upon so small a scale
that it could hardly be classed as a distinet industry.  And it must
be remembered that for military purposes it is the production of
intermediates, rather than of fimshed dyes, that is important.

Notwithstanding this situation of chemical unpreparedness the
outstanding fact relating to the supply of war munitions is that there
was never at any time any lack of explosives. Indeed explosives
were almost the only important munitions of which we had quantity
production almost from the beginning, and of which there was never
any shortage,

Reference has been made to the fact that for two years we were
not at war. T admit that that is true, but also there is the fact that
not only were our powder and high explosive needs fully supplied,
but at the same time great quantities of the former were provided
for the Allies.  Of no other kinds of munitions was this true. If
this record was made with practically no existing dye industry to
begin with, there need be no fear for the future.

In making this statement all eredit is accorded to the marvelous
enterprise and energy of those engaged in this business. Knowledge
of what was accomplished under unfavorable circumstances is an
assurance for what can be done in the future. with the advantage of
greater facilities and larger experience.

Nor can it be overlooked that the United States will, in any case,
have a much greater supply of the raw materials out of which explo-
sives and the noxious gases now used in war are made, than any
other country: a supply so large that we shall unquestionably export
abroad great amounts of these basic materials,

The intimate relation of poison-gas production to the manufacture
of dves has also been referred to.  Officers, of the Army, Navy. and
other Government oflicials have been ealled by the dye interests,
But their testimony was only as to the importance of noxious gases
in warfare and the value of a dyve industry in furthering the pro-
duction of these gases and the development of new varieties.  Noth-
ing in the testimony of these officers atfords the slightest support for
the contention that a poliey of embargo and licensing is necessary to
protect and develop the domestic manufacture of dyes.

If the dye industry ean be adequately protected by tarifl duties,
then the matter of preparedness for the production of explosives andd
gases is fully provided for in the existence of the dye industry. The
dye industrey is itself of suflicient importance to justify its protec-
tion, and the means that will protect it will, as a matter of course,
assure the preparedness for explosive and gas production. It is,
therefore, only necessary to determine what means will best protect
the dye industry, and the interjection of the munitions feature only
serves to complieate an otherwise simple issue, .

However, since the license adveeates have placed so mueh stress
upon the preparedness argument. T would like to bring to your at-
tention some statements by the Divector of the Chemieal Warfare
Service which would scem to indicate that, notwithstanding the want
of preparedness in this field by the United States prior to the war
and the undeveloped state of onr domestie-dye industry at that time,
the record of performance is an answer to foreboding about the

future.
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These are from an article by Maj. Gen., William L. Sibert. Dirvee-
tor of the United States Chemieal Warfare Service, published Octo-
ber . 1919, and Gen. Sibert testified before you as to the importance
ol this service:

Shortly after the United States entered the war and under the leadership
of My, Manning, Director of the Burean of Mines, there was authorized and
citlledd together o group of chemistis unequiteld in the history o the world in
nunihers and ability to take up the seareh for pew an-l powerial mses,

It [the United States) had developed o production in poison gases not only
in every case greater than any other nation in the worldh but in nearly all
cases i production cqual to or @reiter than all the other Allies il the enemy
put together,

Senator SvrHErLazp, But it was so late that none of them ever
got to the front.

Mr, Waoen, T eall attention to the fact that when they testified upon
the subject these oflicers who appeared before you stated that. while
producing gases in large volume, they were unable to get the =hells
or containers in large quantity in which to put the gases, and the
greater need for preparedness seemed to have been in the matter of
metal containers for the gases themselves,

Senator Svrnekraxn, Tsn't it a fact that they did not get any of
those gases to the front during the war!?

My, Woon, That is not the guestion,

Senator Seroeerasp, That is the testimony hefore our committee,

Mr. Woon, That is an administrative matter.

Senator Cerris. You may continue yonr statement, Col. Wood.

M, Woon, We who oppose the tranmeling of business hy burean-
cratie control propose that to the natural advantages the country
possessex for the production of chemical munitions there shall he
added all the facilities of instant readiness that the manufacture
of intermedintes and dyes will atford.  But we propose that this shall
be accomplished by a method that onr whole industrial experience
as & nation has proved to he adequate and safe, rather than by one
which can not be more effective, and which has already had its trial
and has heen found an impediment and a menace to other existing
industries,

I want now to quote on this subject some literature by Dr. Dern-
hardt C. Hesse, who is recognized as one of the foremost technieal
men on dystuffs in this country. Ile has appeaved before commit-
tees of Senate and House to testify in investigations of the dyvestuffs
industry, Ilis address was made before the Franklin Institute, at
Philadelphia, a few weeks ago, and was not for legislative pur-
poses,  He was addressing the chemical society and, presumably,
dealing with the subject without any reference directly to legisla-
tion. That address, although Dr, Hesse is an advocate of licensing,
1 would like to have placed hefore every member of this committee.
I believe it contains the strongest argument that can possibly be
offered against a licensing system, notwithstanding his approval
of it.

With regard to this matter of preparedness, Dr. IMesse says:

To particnlarize: In the explosives imdustry the coal-tar portion is very
simple: the testing out of new products vory complex and detailed: hence
the invention, development, and nanufacture of explosives from  coal-tar
materials is properly wholly an affair of the explosives' industey so highly
and efliciently productive and progressive with us and not of the still-to-be-



DYESTUFFS, 265

croated dye industry; the invention. develepment, and distribution of photo-
graphic chemiceals properly belong to the photographie industey, naw and cor
a long time past so well developed with us, and their manufveture heloigs
to our weldeveloped organice and fine chienieal industry and not to the
infant dye industry,  The discovery of new synthetic remedies is properly the
function of the muny medical institutes amd schools of research in (his conn-
try s they can be manutactured by owr organic and tine chemical industrey,
helped out by our Large phariateeutical factories and distributed by the haters
synthetio thovors and perfumes have for years heen successtully weede here at
it number of  extablishments, and  they have also conducted mueh of the
researeh in this tiold: there is no reason, compelling or otherwise, why the
struggling dye makers should share their work,  In the manufacture of toxie
and Jike wases for military purposes, whose invention and development helong,
to the Chemical Warrare Nerviee, the largest <ingle matervial involved and at
the sanme time the one wmoxt dificult to teavsport is chilerine, which in 1911
was normaliy made in 23 dificrent Factories in this countey, and in an qanount
approsimiating G3,000 tons annually, while during the war we made a0 total
ol but 12000 tons of toxic-gas wine materials s their manufacture, theretore
should he linked up with our going ehitorine industrey.

The conl-tar materials needed inoany or all of these arts of peace are, and
have been, obtainable §if we only wanted them, in any needinl quantity and
quality, without in any way calling upon the Jdye maker tor them, their total
requirement being under 300 tons per year,  For cach of these importang col-
lateral developments we have domestic industrinl points of attachiment and
growth of lone and firmly established comperitive ability : wonld it not he
the very height of folly (o ienore them and to stake our entire future in these
ficlhls wholly upon the dye industry, whese future with us is by no means
extablisbed? T am thorouslhily convineed that no one can seriously or for long
take any other view than the foregoing: we can surely have all of these
other industries in the hichest possible state of eflicieney if we only  will,
whether we have a dye industry or not. That we should have our own sapply
of dyes s the only veason for having a domestic dye industry, The war it-
self proved that conclusively and heyond question,

There was testimony offeved to vowr commitice as to the great
need of chemists and trained per-onnel——

Senator Creris (interposing). Would you like to have the whole
speech printed in the record?

Mr. Woon, T submit it all. T want the committee to have it all.

Senator Curris, T understand. but we do not want to print any-
thing that is not applicable.

My, Woop, T think the whole speeeh might go in for the informa-
tion of the committee on this question, and would be very glad to
have it all go in even though T have only taken up your time just
now to read this one extract from it,

Senator Cerns. You may give it to the reporter,

Mr. Woon. Iere is the entire address, which T think very inter-
esting.

(The address by Dr. Bernhard C. He-se will be fonnd at the end
of the day’s hearing, page 303,)

Senator Curiis. Col. Wood, you may now give the names of the
companies asked for by Mr. Choate awhile ago.

Mr, Woon. The one that did not get the license was the Pequea Mills
Co., Philadelphia: and the one that did get the license was the Prince-

’ s
ton Worsted Mills, of New Jersey.

Mr. Crraxey. Mr. Chairman, may T ask Col. Wood if he veferred
to the ease of alizarine black?

Mr. Woon. Yes: alizarine black.

Mr. Criaxey. T am informed that the complaint has heen looked
up and that the two eolors in question. although they both bore the
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name * aljzarine black.” one had a different mark from the other,
and a different number, and. therefore, was u ditferent product.

Mr, Woon, My only reply is that we are still without a reply from
the Wi Trade Board as to where we can get it.

Abont trained personnel, I want to say the experience referred
to before you as to the Chemieal Warfare Service was the experi-
cnee in all other lines during the war. There can not be trained per-
sonnel enough in peace time to meet the demmnds of o gigantic an
enterprise as this war.  And just as we did not have enough skilled
personnel to make airplanes, and not enough trained technieal per-
“sonnel for the building of ships, and thousands of other things re-
quired for the war, so we did not have enough trained chemists in this
work. That is the result of a transference from peace activity to an
entirely different kind of production vequired for war.

In addition to the suflicient protection atforded to all classes of
dyes by the rates of duty in the Longworth bill; a large proportien
of such dyes as wounld be imported beeause not yet sufliciently devel-
oped here, may be subject to a unique additional protection in the
form of patentroyalties. Something like 5,700 United States patents,
formerly owned by German dye companies, were scized by the Alien
Property Custodian and sold. = Of this number the Chemical Founda-
tion now claims ownership of about +500. And as that corporation
expects to defray all the expenses of its very ambitious program of
research and education from the royalties derived from these pat-
ents, it must be evident that all imported dyes covered by these pat-
ents will have to pay substantial tribute in royalties to the Chemieal
Foundation: and the owners of the other 1.200 patents are not likely
to be behind hand in collecting toll upon imported dyes, the manu-
facture of which is covered by their patents,

An American company——

Moy, Crroate (interposing). Who is it? .

Mr. Woop. You know who. Mr. Choate; the Grasselli Co., of course.

An American company which purchased from the Alien Property
Custodian such of the German-owned patents as were not acquired
by the Chemical Foundation, has recently issued a cirenlar letter
which very plainly indicates the element of protection afforded to
domestic dye makers by the American ownership of these patent
rights. This cireular letter, dated October 25. 1919, contains the
statement that:

When we purchased from the Alien Property Custodian the dyestuff depart-
ment of the former Bayer Co. (Inc.), we acquired at the same time all the
patents held by the latter eompany in this country. We do net intend to
waive the rights aequired by us under these patents, and would therefore
suggest that you place with us all import orders for Bayer dyestuffs * * %

Those who have been contending so strenuously for this embargo
on dye imports, have tried to minimize some of the obvious objec-
tions to the licensing feature by assurance that in cases where a
need exists the language of the bill makes the issuance of licenses
mandatory, Theoretically this might be true, but in practice the
consolence offered is without hope of comfort: beeause the ossence
of the difficulty is in compliance with the prerequisites. The lan-
guage of the bill is that the commission shall issue licenses for such
products only as may be unobtainable from ‘domestic sources on rea-

sonable terms as to price, quality, and delivery,
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Tt is the province of the commission to determine these factsy the
- burden of proof rests upon the applicant. In any given case vol-
uminons testimony requiring many days to hear might be required,
and when heard it probably would often take as long for the com-
miz<ion to reach a decision as it frequently has for the railroad com-
mission to announce its judgment on transportation cases, The de-
termination of the reasonableness of railway rates is a relatively
simple matter compared with the determination of the reasonable-
ness of prices, qualities, and deliveries. The single feature of the
equivalence of quality of articles put to such various uses and tested
by such differing standards would alone provoke endless contro-
versy, hecause the product which might for many purposes he fully
equal to an imported dye would for many other uses be distinetly
inferior. The maker of the domesxtic produet would contend that
since hiz material was proven satisfactory to numerous customers,
it must be presumed that it would meet the requirements of the
applicant.  The applicant would have to demonstrate by practical
tests and exhibits why the offered ~ubstitute would not fulfill hix
requirements.  Both sides would have to eall witnesses and introduce
expert testimony. and the dockets of the commission would soon be
congested with an array of wuntried cases, Appeals would be fre-
quent and in due time there would probably be demand for an appel-
late commission to relieve the courts,

Controversy over the reasonableness of prices and delivery might
not be as complicated and technical as that concerning quality. but
it would he much more complicated than similar questions concern-
ing railway rates or customs valuations,

To say that the obligation upon the part of the commission to issue
licenses is mandatory is no more than to say that the obligation upon
our courts to do justice is mandatory. The judge can not fulfill that
duty until the facts are ascertained. and no more could a licensing
commission discharge its mandatory duty until it could be learned
from ascertained facts whether the mandatory “ shall ™ or the equally
mandatory ¢ shall not.” must prevail.

Mz, Choate himself admitted that however mandatory the phrase-
ology of the bill might appear to be, discretion rested with the com-
mission to deeide in any given case whether a sufficient ease had heen
made ont to require the issue of a license. At page 371 of the hear-
ings (Ways and Means Committee). he said:

The commission wmust determine that question of fact i a way provided
by its general regulation,

Tt has been the desire and purpose of the Chemical Foundation
to altogether eliminate the importing agencies through which these
dves were obtained before the war. An effort was made to have
ereated some sort of central importing agency through which all
dyes would have to he brought to the United States. Difliculties
were encountered in creating such an organization and the plan has
not yet been carried out, although the arrangements for the import
of the dyes obtained through the reparation commission now appear
to he moving toward the accomplishment of that purpose.

But there is an aspect of this matter which has a larger and more
direct interest to the many dye users whose businesses are of such
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modest dimensions that it is not practicable to employ the services of
a staff of chemieal experts, Tt was the practice of the dealers in dyes
to maintain experimental laboratories in charge of skilled dyers and
chemists for the assistance of their enstomers.  Through this service
improved processes and methods of using their dyes were brought to
the attention of their customers: and valuable assistance was af-
forded in solving the diflicult problems and troubles constantly aris-
ing in dye houses,

There has been brought into this controversy the question of im-
borting through ordinary commerecial channels. The War Trade
.’Boul'(!. advised by its advisory committee, has been very desirous of
eliminating the regular trade agencies of importation. for what mo-
tives others will tell you, perhaps: and they want established some
central ageney. It was suggested, T helieve. though it was never
brought to my attention at the time. that some kind of an association
of dye nsers should be formed to do this importing.

Mr. Crioare, May I ask Col. Wood what he means by regular
channels of importation **?

Mr. Woon, T mean the regular importing houses of American eiti-
zens doing an American business and who. before the war. imported
dyes of German, French. or Swiss origin, and sold them to dye users
in this country.

Mre. Cuoare. As to the German Big Six, do you niean the German
Big Nix¢

Mr. Waoon, T have answered your question, My, Choate,

Senator Nvaent. Is there any insaperable obstacle to the organi-
zation of such a commission, or hoard, or association?

Mr. Woon. T was coming to it righ