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INVESTIGATION OF THE NATIONAL RECOVERY
ADMINISTRATION

WEDNEBDAY, APRIL 17, 1935

UNiTED STATES SENATE,
CoMmiTTEE ON FINANCE,
Waskington, D. C.

The committee met at 10:05 a. m,, in the Finance Committes
room, Senate Office Building, Senator Pat Harrison, presiding.

Present: Senators Harrison {chairman), King, Barkley, Clark,
Black, Gerry, Keyes, La Follette, and Capper.

The CaairMaN, The committee will come to order. Mr. Hinrichs,

STATEMENT OF A. F. HINRICHS, CHIEF ECONOMIST, BUREAU OF
LABOR STATISTICS, LABOR DEPARTMENT

A. F. Hinrichs, having first been duly sworn by the chairman,
testified as follows:

The Cuaizman. You are down here in place of Mr, Lubin, as I
understand?

Mr. YiinpicHs, Yes.

Senator Kinag. Mr. Hinrichs, you have before you a series of tables
which wsre prepared at our request by the Federal Trade Commission,
based ':pon data furnished by the Bureau of Labor Statistics?

Mr Hinricus, Correct. )

Set-ator King. Have you examined those documents to which I
have just referred?

Mr. Hinricus. Yes.

Senator King, And do you find them to be correct, substantially?

Mr. Hinricas. Yes; without having checked each single figure,
and assumisg no clerical errors, they have been using ﬁ%ures which
are ours, under the headings which are hers, in general. Thers would
be certain exceptions to that.

Senator Kina. Theg are figures which were assembled by the
Department of Labor

Mr. Hinricus. In the first instance; yes. The tables were not
prepared by us.

Senator Kina. Nd; but the data which are found in the tables were
prepared by your organization?

Mr. Hinricas, That is correct.

Senator KiNa. Briefly state just what the tables are and what they
show, =o that it will be in the record?

Mr. Hinricus. There are two sets of tables here. The first in this
folder under the caption “Tables of employment, gfy rolls and wages,
building materials, chemicals, and so forth’’, which consists of six
tables indicating employment in the groups of industries, giving the
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2162 INVESTIGATION OF NATIONAL RECOVERY ADMINISTRATION

aggregate employment in the years 1923 to 1034, inclusive, the average
weekly pay rolls in those same years, in each case an index of employ-
ment and pay rolls based on the years 1923 and 1925 as 100 percent.
¥or comparison with & general manufacturing index of the same base,

Then a per capita weekly wage in these groups of industries in each
of the years. Finally an adjustment through the cost-of-living index
of that weekly monctary wage to the so-called ‘‘real wage’ based on
1926 dollars,

Senator Kina, Does that show substantially all industries?

Mr. Hivrrcns. It omits cortain rether large classifications of
manufacturing industry which we cover. It shows nothing except
manufacturing employment. The omissions are rubber, paper and
printing, machinery, transportation equipment, railroad repair shops,
and tobacco products. Other than that, it summarizes the mate-
rials which we have,

Senator King. Could there be superimposed upon these tables
these other features to which you referred, very easily?

Mzy. HingricHs, Yes; and I should be rather glad if 1 might, to
leave this record which appears monthly in the Monthly Labor
Review, because of the fact that there are certain combinations made
in this table by the Federal Trade Commission working with our
figures which we would not have made had we been asked to make
the compilation. That ig particularly true with reference to the first
two of the tables which I think are somewhat misleading.

The first table refers to building materials and brings a combination
of two of our so-called ‘groups of industry” which we had, lumber
and allied products, and the second one, stone, clay, and glass prod-
uets,  We do not attempt nor have we attempted to make a tabula-
tion for building materials as such. We could do it, but included in
both of these categories are lines of manufacture which ought to be
regarded as building materials, that is, under lumber and allied prod-
ucts we include furniture and also turpentine and resin, which is a
small and unimportant group and would not affect the whole.

Senator King. You would break-down some of those figures, then
as I understand it? Or subdivide them?

Mr. Hixricns. If you had been interested in a tanulation of build-
ing materials employment we would have effected a different kind of
combination, from our own intimate knowledge of what went into
these group ficures, which the Fedoral Trade Commission' could
hardly have been supposed to have.

| Senator Kina. They took your figures for the basis of their finding
there?

Mr. Hivnicus. Yes; the ficures of lumber and allied products are
our figures, and the stone, clay, and glass is our figure. It excludes
entirely rather important elements which ought to be taken from our
so-called “iron and steel” and other products classification. For
example, nothing relating to structural steel is here, and plumbers’
supplies are not included and there are perhaps 3 or 4 other little
classifications thore that are also to be regarded as building materials.

I do not know whether the Senator happens to be interested in
building materials as a peculiar or particular classification. .

Senator Kine. I wanted all of the industries in those tables, which
I want later after you huve examined them, shall 1 say consolidated
or put into the record, and a brief sumumary of the findings with
respect to the tables.
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Mr. HinzricHs, Yes.

Senator Kina. I think with the permission of the chairman I will
ask you to tako those figures with you and then supplement them by
such other figures as you deem proper, conferring with Mr. Whiteley
on the subject.

The CaairMAN. You can do that, can you not?

Mr. Hinrrcus. Yes sir, very easily.

The Cuairman. Thank you very much,

Senator Kive. We will call you a little later,

(The witness is excused.) ~

The CuairmMan. Mr. Choaste.

STATEMENT OF JOSEPH H. CHOATE, JR, CHAIRMAN OF THE
FEDERAL ALCOHOL CONTROL ADMINISTRATION

(Having first been duly sworn by the Chairman, testificd as follows:)

The CuatrMaN, You are the Chairman of the Federal Alcohol
Control Administration, and I understand that you wanted to make
a suggestion to the committee?

Mr, Croarte. Gentlemen, I do not know whether it ought to be
said that I wanted to make a suggestion at all.

The CrairmaN., We have asked you to come down,

Mr. CuoaTe. You have asked me to come down, and I have come
with as much preparation as I could make in a couple of days, to
answer such questions as you wanted to ask me.

I have a suggestion to make only to this extent, that if you find that
the Federal Alcohol Control Administration is worth preserving, that
it will be desirable as a temporary measure to preserve it by a specific
section in the bill, adopting the existing codes, and thereby taking
away any possible doubt as to the congressional authorization of the
general system,

The CrairmMaN. Have you such a section prepared?

Mr. Cxoare. I have, but I did not bring 1t with me because I did
not anticipate that that would be asked about today,

The CHairMAN. Send it to the committee, and we will have it
inserted with your testimony. It is a continuation or extension of
the present code?

Mr. Croare. Yes; it is a continuation or extension of the six
Alcoholic Beverage Codes for the same length of time that you ma;
determine to continue the National Industrial Recovery Act—a frank
adoption of those codes and « finding by Congress that the industry
is one which requires that sort of treatment.

The CrairnaN, You have no views for those codes?

Mr. Cuoates. Yes.

The Cramrman. They work fairly well?

Mr. Croare, They work fairly well, There is this to say, that
that is a question as to which the head of an organization is perhaps
least able to answer, like the head of the family who is the last to hear
the scandals that are rumored, but as far as I know, therc is remark-
ably little friction. For example, we have now under permits which
are rovocable and suspendable, approximately 14,000 or 14,000 firms,
Only three suits have ever been commenced against the . A. C. A,
All three of those were abandoned before thoy got anywhere, before
the ¥. A. C. A. was even compelled to file an answer, So that the
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only situations in which the F. A, C. A, and its works are now in court
are the prosecutions which we have brought for code violations under
the Brevems’ Code, which contains no permit system. I take it from
that that there is no wide-spread dissatisfaction; I may be wrong.

Senator KiNa. You are not subjected to the kind of codes that the
other industries—if you deno vinate yourself an industry—are sub-
jected to. You do not have price fixing, you do not have rules regard-
ing preduction, the prices at which the commedities may be sold, cost
filings, and all of those provisions and devices that we find numerous
in 80 many of the codes, do you?

Mr. CHoATE. Senator, the codes are all different in that respect,
They all contain, with an exception, provisions for the open price-
posting system. They all make it a code violation to sell at a prlce
which you have not posted. They all provide that a posted price
may be declared ineffective so as to prevent a person selling at that
price, and therefore from selling at all if the price is so low as to be
destructive or so high as to be oppressive to the consumer, but no
price has ever been declared destructive and no price has ever been
declared oppressive,

The fact has been that in most of the industries, the mere posting
of the price has had a stabilizing effect upon prices and has postpone
or diminished the intensity of price wars without, I think, keeping
prices up at any unfortunate point.

The CHairMAN. There has been a good deal of talk about liquor
being too high?

Mr. Cuoate. I think that talk has been confined almost ex-
clusively to the very expensive types, the types that are very scarce
of American whiskies,

The CrAIRMAN. It is your opinion that they are going to come down
later on?

Mr. CHoarte. Ob, yes. There are only a few hundred thousand
gallons left in the world of fully aged American whiskies, and they
have a scarcity value which it is almost impossible to deal with.

The Cuairman. The coinmittee will give consideration to this sug-
gestion of yours about this additional provision, and if you will supply
uc with the proposed section, we will consider it. It may be that later
on we may want to bring you before the committee again,

Mr. Croate, I have a short statement giving a sort of a general
résumé of the . A. C. A. and its origin,

The CrairMAN. 1 wish you would give it to us so that we may put
it in the record.

(The statement referred to will be found at the end of Mr. Choate’s
testimony.)

Senator Kina. Do you administer the code?

Mr. Cuaoate. It is administered by a board of six, of which I am
the chairman. This board was appointed by the President. In
cortain matters I have certuin powers, The clhairman, for instance,
issues permits in all but the Brewers’ Code which has no permits,
The chairman also, with the approval of the board, revokes permits,

Senator Kinag. Permits for what? Permits for manufacture?

Mr, Cuoare. To engage in business as distillers, rectifiers, whole-
salers, wine growers, and importers.

It is & very extraordinary situation. It ought to be understood
much more fully than it is, gentlemen. The Distillers and Rectifiers
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Codes required permits at the outset, permits for all persons to
engage in the industry. They limited not only the people who
would come in, but the amount which each could produce.

Senator Kinc. Was that with respect to beer also?

Mr. Cuoate. No. No permits in the Brewers' Code industry.

Senator Kina. And there are none now?

Mr. Cuoate. None now and never has been any. The limitations
on the persons who could go in and the quantities they could produce,
in the Distillers’ Code have been recently relaxed to almost the point
of extinction by a code amendment signed by the President last week.
A similar amendment is pending in the Rectifiers’ Code.

But the extraordinary thing was that in the Wholesalers’ Code,
which provided that the wine and liquor wholesalers could be put
under permit when the F. A. C. A. found it necessary, and the Wine
Code, which had the same provision, we, desu'inéz nothing less in the
world than to put those people under tpermit,s, ound ourselves met
by a practically unanimous demand from the industry that they
be placed there. That went so far that the brewing wholesalers, of
whom there are 9,000 and who have 22 regional boards of their own,
unanimously demanded that their code be so amended that they
could be put under permits.

Finding that demand unanimous, the code was amended that way
without an objection, and they were all placed under permits, and
under permits they remain today, and apparently they like it.

The CuairuaN. Thers seems to be a good deal of unanimity with
reference to it?

Mr, Croate. There is about that.

The CrarrMaN. As I recall, in the beginning there were some
suggestions made with relerence to the organization of a corporation
under Federal charter to take over all of this, or to go under the codes
and to sort of see that the prices did not go wild, and this latter method
was adopted?

Mr, CHOATE. Precisely.

The CrairmMaN. Which I thought was the better scheme,

Mr. Croars. I thought so so much that I would not have come
here for & moment unless I had been assured that the corporation
scheme would be abandoned.

Senator King. Senator Clark is not here and I know he wanted to
ask you some questions. 'Who pays the expenses of your organization?

r. Cuoate. The expenses are paid by au appropriation from the
original N. R. A. fund. I will give you the technical name of it in a
moment,

Senator Kina. Do you assess the manufacturers and the vendors?

Mr. Croate. The members of the industry are assessed for the
support of their own code authorities, their own industry organiza-
tions, which are really their own, in those industries, because they
were organized not by existing association, which might or might not
be representative, but organized by us. The industries were so new
that they had no associations except the brewers,

Senator CLARK. Mr. Choate, you may have gone over this before,
but I would like to ask you to explain how the Federal Alcohol
Control Administration came into being in the first place. Do I
unéie;stwd that that exists purely by virtue of the provisions of the
code

3 e
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Mr. Cuoare. No; it exists by virtue of an Executive order of the
President. The first code was drafted with provisions for an adminis-
trative body of thiskind, It was then found, as I understand, because
these codes were framed by the President’s Special Committee for
the purpose before I came into the picture, that this proposed body,
the F. A. C. A. would be a pretty good form of administrator for the
other codes as they came along, so the other later codes provided
that the administration should be in such a body, and then it was
set up by an Executive order of the President appointing the members
and describing their duties.

Senator CLark. What I am trying to get at is this. I understood
that the members of this administration had been appointed by the
President, but is there any authority of law for the control and the
suthority excrcised by the F. A. C. A. other than the N. R. A.?
In other words, have you any authority of law to issue distillers’
lIi‘}:eI}]‘sei o‘;‘ to refuse distillers’ licenses other than that contained in the

Mr. CHoATE. Noneatall, The N.I. R. A. is the basis of authority
which the F. A. C. A. exercises.

Returning to your question, Senator King, my organization has run
from the beginning, on the first approgriation which was made, on
the theory that it was going to carry the organization through until
Congress would have a chance to legislate last year. That would
have been for the period of about 90 to 100 days. The expenses of
the organization were provided for in the Executive Order No. 6474
of December 4, 1933, by an allocation of $500,000 from the appropria-
tion authorized by the Nutional Industry Recovery Act, and met by
the fourth deficiency act of 1933, Public 77, Seventy-third Congress.

Of this sum we have expended to date a little over $400,000, so
that we are still running on the original appropriatior. that was
supposed to carry us only until a year ago.

Senator Kine. How long has your organization been in existence?

Mzr. CroaTe. The first meeting was December 4, 1933, so that we
have been in existence about a year and 4 months,

Senator King. How many employees have you?

Mr. CaoaTe. We now have about 165, of whom 20 were recontly
taken on for the emergency job in the label enforcement section. We
have been running on an average of about 140 this year, and that
would be the normal after the peak period hus passed, unless we have
t¢ do more than we are doing now.

Senator Kina. What are really the functions of your organization,
Mr. Choate; I have had a number of criticisms and a number of
inquiries, and I have been unable to answer them,

r. CHoaTE. The funetion of the office is purely that of Code
Administrator, and the function of the codes can be roughly divided
into seven heads. The first is protection to the consumer against
deception by false advertising, misbranding, and so forth. I am
{istiryxg these, not in the order of importance but simply as they come
an ly.

Segator Craxk. I do not want to interrupt you, but 1 just want to
clear up one thing. Do you exercise the same relationship to the code
authonty that Deputy Administrators of the N. R. A. ordinarily
exercise to other code authorities?

Mr. Croare. 1 would say so, subject to considerable ignorance as to
exactly what the Deputy Adininistrators do to their code authorities,
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Senator Crark. The reason I ask you that is that we have been
more or less familiar here with the procedure of having the Deputy
Administrator representing the N. K. A, and its relationship to the
code authority, but I do not think anybody on the commttee—ut
least I am certain that I am not—has ever understood exactly what
the relationship between the ¥. A. C. A. and the code authority was.

Mr. CHoare. My impression is that the F. A. C. A. has a stronger
position with reference to its code authorities than the N. R. A.
Administration has with reference to its; that is, in the first place,
because the industries were new, they had no associations of their
own, except the brewers, and accordingly they had to be organized;
and in the case of some of the industries, such as the wholesalers, of
whom there were 11,000 scattered about the country, who did not
know each other and had no associations whatever, there was a
fearful task which had to be performed by us in order to get representa-
tive code authorities.

Under our codes, the code authorities practically require confirma-
tion of any important act by us.

(}i{etuming to the list of the functions of the F. A. C. A. under the
code:

First, protection to the consumer against deception by false adver-
tising, misbranding, and so forth.

Second, prevention of improper trade practices, such as commercial
bribery, coutrol of retail outlets by manufacturers or wholesalers,
guarantees against price decline, and the purchase ¢f business by offers
of premiums and the like.

Third, prevention and control of excess productive capacity and
excoss imports. That applied chiefly to the distillers, und rectifiers’
groups, and is mostly out now in the recent code amendments, the
purpose of it having been fulfilled, but there is retained in the Dis-
tillers’ Code a power in us to allocate and limit production if and
when dangerous excess production appears.

Senator King. May I say that a number of complaints have come
to me that there has been, I will not say discrimination or favor-
itism——

Mr. Cuoare (interposing). You might well say so, because that is
the nature of the complaint generally. 1 want to speak about theat.

Senator Kiva., That a certain element in the community had been
favored, and that certain sections, notably lllinois, had been favored
in the allocation or in the granting of permits to manufacture of
distilled liquors.

Mr. Cuoate. I am very glad you asked that. If 1 may finish
with these seven functions, I will go into that immediately.

"The next is the protection of State liquor laws. Now, of course, the
permit system gives a tremendous hold upon all of the legitimate
industries, and any violation of the State liquor law is a viclation of
the code, 8o that the restraint on legitimate dealers has been very
marked in that respect, .

Senator Kina, May I interpose a question there? Do you worl in
harmony and in close contact with the Treasury, growing out of the
fact that the Treasury Department is interesied ir the collection of
taxes and obtaining revenue?

Mr. Cuoats. Decidedly; we are constantly working with them,
They do an enormous amount for us; and we, I think, do things that
please them,
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Senator KiNg. Could not all of the functions of your organization
be performed by the Treasury? I ask you for information.

Mr. CroaTE. I would say ““no’’, and {or this reason: The Treasury
is bound to have its attention fixed on collecting revenues. There are
a great many functions of the F. A. C. A, which are directly to the
benefit of the consumer, the public, and the country. I do not believe
that those functions could be as efficiently performed by anybody
whose primary duty was the collection of revenue.

thﬂator King. The Treasury Department has the enforcement of
the law.

Mr. CHoaTE. It has the enforcement of the tax law.

Senator King. It has nearly 2,000 employees engaged in proventin,
the manufacture illegally of liquors, and that would mean, I woul
assume, looking after the infractions of the code.

Mr. Croate. No. Ordinarily speaking, the Treasury would have
no present jurisdiction over most of the code matters; and if you
want them to do these things, you would have to have a very elabo-
rate, carefully prepared piece of legislation which would set up, as &
selﬁmte Treasury bureau, an alcohol-control administration.

y own personal view is that no human being knows enough today
to set up such an institution, and the only way in which a satisfac-
tory Federal control can ever be developed is by the continuation of
some such flexible body as this, which can, by trial and error, gradu-
ally find out what the Federal Government can and should do.

enator KiNa. You do not have the enforcement of the law?

Mr. CroaTe. We have the enforcement of the codes, We have
nothing to do with the enforcement of the tax law except that any
violation of the tax law would be a violation of the code. If we
cannot catch them on anything else, we catch them on that.

The next function of the codes is limitation of bulk sales as a neces-
sary protection to all regulative measures. That is a8 measure which
the Treasury and the State authorities consider of great importance,
and which was put in the codes for that purpose; and we think it is
important, and 1t is there yet in spite of——

enator CLARK (interposing). What is the purpose of that? And
my reason for asking that question is the testimony here last week by
the cooperage interests that the glass blowers had succeeded in slipping
a provision into this code for the purpose of putting the cooperage
people out of business in the interests of the glass blowers.

Mr, Cuoate. I must have written 70 letters to Members of Con-
gress and Senators in response to requests for information by them
about letters to them from the cooperage makers fellows. The fact is,
those limitations were placed in the codes, as I say, by the Presi-
dent’s special committee, at the request of the Treasury and the
State authorities. The idea was that once you permit free Eeneral
sales in bulk, you meke it impossible to trace the ensuing boitled
goods, either for purposes of tax collection or for purposes of control.

The complaints of the cooperage gentlemen have seemed to be to
be very much exaggerated and supported by entirely inaccurate
statements of fact. Mind you, my mind is entirely open on the sub-
ject. They may be right in their general contention, for all I know.

hey can at any time ask for code amendments on this subject, and
if they ask it, there will be a hearing at which everybody from the
Treasury and the State control authorities down can have a chance to
say what he thinks,
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Senator CLark. They are not parties to the code, are they? That
is precisely their contention.

Mr, Croate. They do not have to be.

Senator CLARK. It is their contention that the glass blowers have
%Iipped this provision into the code, which puts them almost out of

11SHNess.

Mr. Cuoare. The glass blowers had absolutely nothing more to
do with it than the newsboy in the street. The thing was put in
without, so far as I know, a requesi from the glass blowers. The
limitations were put in the codes before the Treasury regulations which
now limits the sales really to bottles of a particular kind were thought
of, and the joker in the thing is that the limitations have no great
effect on the total market for cooperage except in one respect. When
spirits are made, all of them except a negligible fraction, go into barrels
anyhow, they are transported about the country in barrels, they are
sold to rectifiers in barrels, and under the codes they ure sold to State-
store systems in barrels. The makers never could use any more barrels
for those particular quantities of liquor that are manufactured than
they do now, no matter how they were sold, excepting in one respect.
They could sell to saloons, if I may use the discredited word, they
could sell as ihey used to—half barrels, quarter barrels, and eighth
barrels. Those three small categuries of small cooperage would make
the only additicn to their manufacturing and it is those that are pre-
vented by the codes, but they are also prevented by the Treasury
regulations and by the regulations of practically every State. So
the cooperage makers would not be any better off if they got the code
amendment through than they are now,

The real basis of their disappointment is that they compare their
present sales of cooperage with the sales they had before prohibition,
when the l%al consumption was twice what it is now,

Senator King. Is that true; that it was twice what it is now?

Mr. CroaTe. More than twice what it was in 1924,

Senator Kina. Taking into account—-—

Mr. CHoaTE (interposing). I say the “legal consumption.” Of
course the bootleggers never use cooperage; at least, not often.

Senator King. From your investigations, are you able to determine
whether before prohibition there were many barrels or wooden
containers for those smaller units?

Mr. Cuoate. I have never been furnished the facts on that. That
is one of the things that the cooperage makers ought to furnish at our
hearings.

The CHalrMAN. At least, they can apply for a hearing?

Mr. CroaTe. They can apply for a hearing at any time. In fact,
I think they came around to see my general counsel ’Iyesterday with
the idea perhaps of doing that. I hope they do. They may have
much more of & case then they have ever made to appear.

The next code purpose is price control to the extent of the open-
price system, and the final one is just the acquisition of information
about reports and so forth,

The Cuairman., Thank you very much.

Senator La FoLLETTE. .ﬁxst a moment. You did not respond to
Senator King’s suggestion.

. ?Mr. Cuoarte, I knew that I had forgotten something. What was
it
119782—35—pT 6—— 28
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Senator Lo ForLerre. Concerning the alleged discrimination in
the issuance of permits.

Mr. Cuoate. I am very glad you asked me that., Every applicant
who did not get a permit, every applicant immediately rushed out and
shouted “ Discrimination’’, because he did not get a permit for a dis-
tilling plant. The fact is the F. A, C. A, could make no discrimina-
tion, they had no discretion. The code was perfectly clear. We had
to grant & distilling permit to every man of respectable character who
ha§ & Plant in existence or in process of construction the day the code
went into effect.

genator Cragg. You mean that was under the provisions of the
code?

Mr. Cuoare. The code itself required it. So that there was a
mass of people to whom we had to give permits no matter from what
State they came, and no matter what they were like, provided they
were respectable. The idea was that there was danger of a tre-
mendous rush into the industry as repeal took effect, and the people
who framed the code thought that the only safe way of dealing with
that situation was to freeze the industry more or less solid at the start.
There was enough distilling capacity in existence or under way when
the code took effect to take care of the needs of the country, and they
wanted to make sure that there would not be any more than was
necessary. That froze the industry, with one exception, which was
that if we found after notice and opportunity for hearing that the
capacity for any class of distilled spirits was insufficient to meet the
consumptive demand, we could grant additional permits for that

urpose. )

P V\ge held such a hearing in February of 1934 a year ago, and we then
found that the capacity for beverage alcohol and gin was certainly
excessive, that the capacity for whisky was possibly inadequate.
Giving them the benefit of the doubt, we decided to issue permits for
about 40,000,000 gallons a year more whisk: capacity, and hat was
done. We took in about 45 additional applicants, all the qualified
ones who were then before us. Since then we have issued no niore
whisky permits except to those who had a plant in existence or under
construction before November 27, 1933. We found that the capacity
for fruit brandy and rum was inadequate and more permits were
granted for those.

Senator La ForLerte. How much of that capacity approximately
was there, if you remember?

Mr. CroareE. Which one?

Senator La Forrerre. For the brandy?

Mr. Croats. I do not recall. There is no more difficult thing in
the world then to figure the annual capacity of a distillery. It is
almost impossible. The best guess we could make was, by the time
we got through with it, that the distilleries of the country if they had
all run every day they possibly could and had had no difficulties of
any kind, might have produced 300,000,000 gallons of whisky in the
course of a year. That of course was the theoretical capacity and was
entirely beyond anything that they would ever have reached in
practice.

As a matter of fact, they did produce last year about 108,000,000
against tax-paid sales of about 40,000,000, the rest going into storage
to build up the depleted stocks in storage for ageing which used to
amount to 240,000,000 gallons.
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So you see, Senator, there was thus nothing we could do if & man
came within the classification as one who had had capacity in existence
or in process of coustruction on the code day, we had to give him a
permit. If he did not have that we could not, after the issue of the
Permits granted as a result of the February hearing, give him a permit.
That is how it happened that a great many distillers came into ex-
istence in Kentucky where the old ones still existed, and a number in
Maryland, and in Pennsylvania, and quite a few in Indiana and
Illinois. 'Those States were the vnly places where distillation had
taken place to any extent before prohibition, and that is why there
were so few in Senator Clark’s State and so few in other parts of the
country, and why there were so many people who wanted to go into
the business in those parts of the country, and were disgusted that
they could not.

Senator CLark., Who adopted these codes?

Mr. Croare. Who adopted these codes?

Senator CLARK. In most of the industries that we have had here
before there was some trade association or some established businesses
which at least went through the form or purported to come in to form
a code. Who could form the code, for instance, for the distillers?

Mr. Croarz. You have s very curious situation there. Of course,
there was no distilling industry worth mentioning, any more than
there was a wholesale industiy or a wine industry or any of the rest
of them. There was a brewing industry, and the brewers did present
their own code and get it adopted with certain modifications.

The rest of the codes were prepared as best they could by the
special committee nominated by the President for that purpose, a
committee of extraordinary ability. It called hearings ami) sat down
with all of the people who were intending to go into the industry
who came to these hearings and framed these codes in a manner that
met the views of the persons who attended and the persons whom
they were in touch with.

Senator Crark. That meant that the fellows that were already in
according to the definition, the fellows that already had distilleries
constructed or in process of construction?

Mr. CroaTe. No. In the case of the distillers, it was a very curious
situation. Of course there were legitimate distillers operating under
prohibition perimits.

Senator CLARK. And they had been granted permits by Dr. Doran?

Mr, Cuoars. And they were granted permits afterward under our
codes. But the curious fact about that was that the distiilers were
the only people who protested violently against the code finally drawn
for them by the President’s committee. They protested with the
utmost vehemence and said they would never sign it, or play ball
with us at all, but in a very short time they had entirely changed
their minds, and they now rather enthusiastically support the code.

Senator Crark. Is this the point then, Mr. Choate, going back a
little bit and prior to the repeal of the eighteenth amendment, there
had been certain distillers who had been granted permits under the
then existing law through the agency of Dr. Doran, who was in charge
of that matter?

Mr. CHoare. Whether through the agency of Dr. Doran or not, I
am not in & position to say.
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Senator CLaRk., As a matter of fact, it was through his agency,
was it not?

Mr. Cuoate. It was by the predecessor of the present Aleohol Tax
Unit, but he was an important officer:

Senator CLark. Dr. Doran was a member of this committee?

Mr. CroatE. I do not recall. I hope he was.

Senstor CLArk. I recal! that he was present with you when you
testified before the joint session of the Ways and Means Committee
in thdt hearing.

Mr. Croate. Maybe. Remember, I was not a member of the
President’s committee.

Senator CLark. He was a member of it when tLis code was drawn
up and the people to whom Dr. Doran had hitherto issued permits
adopted a code, set up a code authority of which Dr. Doran became
the head, and also at the same time provided for the creation of the
Federal Alcohol Control unit, which exists purely by virtue of the
code provisions, but which is supported by public funds?

Mzr. Cuoate. Noj that is not very accurate. Of course, the exist-
ing distilling industry was, as you say, those who had obtained permits
before the repeal of the eighteenth amendment. It is alsn true that
they attended the code hearing and protested violently against the
code they got. They did not want the permit system.

Senatnr CLArk. They adopted the code, did they not?

Mr. Cuoate. They did not adopt it; they protested, as I say.
They never adopted 1t in any form, and their position now is entirely
different.

Senator Crark. Do I understand that there was any authority in
the President’s committee under the law to impose a code on the
industry unless the industry adopted it?

Mr. CroaTE. That is a question you will have to ask my general
counsel and the other lawyers, but I think there was.

Senator CLARK. I know you are a very excellent lawyer.

Mr. CroaTE. ButI am not here as alawyer. Thereis an old adage,
“When yecu have a dog, don’t do your own barking:” [Laughter.]

Senator CLArRk. You are familiar with the law. Do you know of
any authority whatever in the law authorizing the President’s com-
mittee to inipose a code upon an industry?

Mr. CroAate, There is no authority authorizing the Presidential
committes to impose & code, but there was an authority in the Presi-
dent to adopt the code.

Senator CLArg, Yes, there was. Am I to understand that this
code was imposed on the industry by the President under that provi-
sion, that provision of the law? I had understood that that had never
been done in the case of any code.

Mr. CeoaTs. I would say that all of the alcoholic codes except the
Brewers’ Code were in a sense imposed, because there was no industry,
strictly speaking, capable of adopting a code at that time. There
again you are taking me out of my field and into my dog’s field. I
have a darn good dog.

Senator CLARE. You are too good a lawyer to be calling your law-
yer a dog, are you not? [Laughter.]

Mr. CHoaTE. I am very fond of dogs.

Senator BARKLEY. Pretty soon they will be calling dogs lawyers.
[Laughter.]
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Senator CLARK. But there was this authority existing purely by
virtue of that set-up, and yor re exercising authority under it?

Mr. Croate. The authoniy of the F. A. C. A. does not exist by
virtue of the codes. It exists by virtue.of the President’s Executive
order setting it up as a code administrative agency under the direct
authority of the National Industrial Act.

Senator KiNc. And with the President’s authority, it set you up
as & code authority——

Mr. CuoatTE (interposing). Not as a code authority.

Senator King. Set you up for any purposes or for any sort of an
organization. That rests exclusively in the National Industrial
Recovery Act?

Mr. CHoatTE. I understand so.

Senator CrLark, I do not know whether you were praaent or not—I
know you were present during those hearings and testified—but did

ou hear the testimony before this committee and the Ways cnd

eans Committee a year ago last December of the various witnesses,

including the present chairman of the rules committee of the House
of Representatives, Mr. O’Connor?

Mr. CroaTe. I did not hear it. I read it.

Senator CLark. That there was a whisky trust in existence in the
country, which was going to grab control of the whole liquor industry
in the United States?

Mr. CroatE. I read that testimony of Mr. O’Connor’s.

Senator CLark. Have you had an opportunity in your experience
to form an opinion as to whether there are a few companies engaged
in the distilling business who are in control and in fact do completely
dominate the industry in the country?

Mr. Croate. I think that I have a perfect opportunity to form an
opinion,

Senator CLark. I would be glad to have you express that opinion,

Mr. CroaTe, I know from that experience that there is no industry -

more fiercely competitive than the distillery industry and few in which
one group or individual company exercises so little control. I got
some figures out on that the other day. While they are reported to
us and supposed to be confidential, they are available to you, of course,
if you want them.

r. Crarg. I will be glad to get your views,

Senator Kina. While you are looking for that record, I recently
received a number of communications, about the time the Senator
gpeaks of, I should say, claiming that very large quantities of liquor
which had been smuggled into the country, some of which had been
held over from the pre-Volstead days, and some of which had been
manufactured ard brought into the United States illegally, and which
had gotten into the control of a limited number of individuals, and
that they were going to make enormous profits out of the sale, that
they were going to do a great deal of blending or had done it or were
Erepared to do it, and rectification, and the matter was going to be

andled in such a way that the Government was %oin to lose millions
of dollars. I was interested, being a member of the Finance Commit-
tee, in trying to save the Government, if we could, some taxes.

Mr. CuoaTe. There was & persistent rumor during the first year
after repeal that there oxisted in the country enormous stocks of
whiskies distilled illegally during prohibition. The usual story was
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that that had been diverted from legal distilleries, which was almost
impossible under the supervision that they then had. Various groups
of lawyers have come to me and the Treasury at various times and
said, would we let them legalize these immense stocks, pay taxes on
them, and thus enable those people to make immense profits,. We
found that the stories that went around were that the people who
presented these ideas had contracts, the lawyers had contracts which
would have netted them enormous commissions on the thing.

That whole subject was discussed at the Treasury by us and by
everybody else interested, and finally taken to the White House and
it was there decided that it was not good policy to condone the offenses
of the bootleggers during prohibition, and to place in their pockets
enormous profits which would have resulted from the legalization of
these illegal stocks, and therefore the project was frowned upon, and
nothing has been done about it since. If the stocks existed, they still
exist so far as they have not been drunk up.

Senator King. I suppose if those stocks did exist, and doubtless
there were some that did exist, they have found their way into the
trade, have they not, legally or illegally? :

Mr. Croate. They have or they still exist and have not been dis-
covered, one or the other. My guess is that no very large stocks
could remain undiscovered for any very great length of time.

The CrammMaN, Are there any other questions?

Senator CLarRk. Mr. Choate, my question about the concentration
was recalled to me by reading this list of permits goanted distillers.
I find here the American Commercial Alcohol Corporation, 1 permit
in California, 1 in Cleveland, 1 in Granton, N. Y., 1 in New York, 1
in Boston, 1 in Chicago, 1 in Pekin, Ill., 1 in Baltimore, 1 in Kansas
City, Mo., 1 in Detroit, 1 in St. Louis, 1 in Cincinnati, Ohio. And
the American Distilling Co., with 1 at Greater Louisiana, 1 in Phila-
delpbia, 1 in Boston, 1 in Pekin, Ill., 1 in Minneapolis, 1 in Detroit
1 in Philadelphia, 1 in New York, 1 in St. Louis, 1 in Chiecago, and
another one in Pekin, Iil. The Commercial Solvent—-

Mr. Croate (interposing). Those are almost all warehousing
permits,

Senator CLarg. They are included in a list of distillers.

Mr. Cuoarte. Distillers permits. The warehouse people come
Fn((iigr the code for the purpose of warehousing. That is very mis-
eading.

Senator CLark. The same thing with the Commercial Solvents Co.
Two pages of them.

Mr. Caoars. They hardly produce any beverage stuff at all
Neither does the American Commercial.

Senator Kine. What are they? Warehouses?

Mr. Cuoate. They are commercial alcohol producers who do not
produce beverage alcohol and they have warehouse permits for other
purposes.

I have here a list of the percentages of the 1934 production made
by the nine largest units. Unless you ask for them, I won’t disclose
it, because they are supposed to be confidential, but I would like
you all to see them, and I may say that these represent units which
to my certain knowledge are bitterly hostile and competitive; that
whenever anything is done by the F. A. C. A. that affects any one
of them the rest all come up and tell us that we are turning over the
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whole industry to the one that is affected. They become very much
annoyed about it.

Senator CLark. I won’t ask you to include the names of the com-
panies here, but you would have no objection to putting in the record
the total of the percentage of the industry?

Mr. Cuoate. Twenty-two companies manufactured during 1934
89.61 percent of what was manufactured.

Senator Kina. That was alcohol or whisky?

Mr, Cuoare. That is whisky; whisky alone.

The top 9 companies produced about 80 percent, but the bottom
50 produced nearly 11,000,000 gallons of whisky between them.

There are only 72 companies which actually produced appreciable
quantities of whisky during the last year. There are, of course, a
great many more since August. A lot of permittees came into opera-
tion only toward the end of the year. For instance, the seventh plant
here which produced only 5.45 percent of the whisky produced in 1934
was only in operation about half of last year, so that if they had
ol}])emt,ed all through the year, they would have been right up among
the top.

Senator Crark. This question is not strictly on the line of the
N. R. A. investigation, but it is within your jurisdiction and also of
that of this committee. What is your opinion on the subject of
whether we have the tax too high on liquor for the practical opera-
tion of your enforcement?

Mr. CHoatE. Senator, I am sorry that you asked me that, because
I could talk about it for about & week. Furthermore, there is this
difficulty: The question of what the tax should be is a composite
problem for the entire Government of the United States. What the
recommendation of the executive department should be is a composite
problem for the President. In meking that recommendation, he
should teke into consideration the Treasury’s views, our views, and
the views of everybody else affected by all of the factors in that
problem I therefore hesitate to express my own personal views,

Senator CLARK. 1 say it is strictly not within the purview of this
investigaticn.

Mr. CHoate. I have expressed my views in public many times
before the question became acute and before I had concluded, as I
have of late that probably it was improper for me to emphasize views
which should be a mere part of the composite.

Senator Crark. I will not press you on it.

Senntor Kine. I want to ask a question, coming back to the
question that I propounded & moment ago. Was it not a fact that
persons who obtained permits, some of them at any rate, had erected
their distilling plants during the days of probibition?

er. CroAaTE. Oh, yes; well, I do not know that of my own knowl-
edge.

Senator King. So that while they might be called respectable,
t}le)i ha?d erected distilling plants which perhaps were in violation of
the law

Mr. CroaTE. 1donot think so. I do not think any permmit has ever
been received by anyone who built a plant illegally during prohibition.

Senator Barkiey, Illegal manufacturing of liquor was not done
by distillers out in the open. You could not build a recognized dis-

illery and operate it against the law without being discovered.

e e < e
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Mr. Croarte. I do not think any bootleg distillery was ever con.
verted into a legal one.

Senator BaArRkLEY. There were only three or four—some of them,
it is my recollection, for a number of years were not permitted to
operate at all. Then later, the Treasury or the appropriate suthority
authorized a few to begin operations in order to supply a limited sup-
ply for grobably an increasing demand.

Mr. Croate. When prohibition came along, most of the distilleries
were shut down, and half of them were absolutely dismantled, and
some of them actually razed to the ground by their owners.. The
rest of them remained dormant until the production of whiskey for
medicinal purposes was authorized again, and then a lot of them
started up making whisky in very limited quantities, as allowed by
their permit and operating 6 weeks or 2 months in the course of a
year.

Senator BARKLEY. Can you tell from memory how many permits
up to this time have been issued for the manufacture of whisky?

Mr. CHoaTE. Yes; I have it here.

Senator Kinc. You mean since this organization?

Senator BARKLEY. Yes. ,

Mr. Croate. There are 192 permits for spivits other than brandy.

Senator BaArkLEY. How many for brandy?

Mr. CHoare. One hundred and sixty-nine for brandy. Fruit-
brandy plants are little plants dotted about here and there where the
fruit grows.

b Segut'?)r BarkLey. Are there any permits for both whisky and
randy

Mr. Croate. The 192 may contain some people who are author-
ized to make brandy. Of course, under the new code amendment
our permits will be general for any form of distillation that a man
wants to undertake, excepting that there is & special permit for
brandy only, which is exempt from some limitations which are
imposed upon the general permits,

Senator GErRrY. Why is there a special permit for brandy?

Mr. Cuoate, Because the Treasury was anxious not to have the
general distilling permits issued without limitation, to very small
plants, They did not feel that they could properly supervise and
collect the revenue from a great number of miscellaneous small dis-
tilleries for whisky, rum, and so forth. They did feel that they
could deal with the small fruit-brandy man who has a small seasonal
operation while the fruit is in condition to use for distillation, and
80 no limitation was necessary in those cases. That is the reason
why a special permit for brandy distillation was devised.

he figures now handed to me show that there are 151 permits for
the distillation of whisky in existence now.

Senator CLark. Could you have filed with the committee and put
into the record a list by States of the number of licenses granted and
the list of the States as to applications?

Mr. Croate. Of permits?

Senator CLARK. For permits; yes.

Mr. Croatr. For distillers permits?

Senator CLARK. Yes. . .

Mr. CHoate. Certainly. I don’t think it will be very enlighten-
mgu,l dbgcause as I say, there was no discretion in us about what we
co 0.
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(The following data was subsequently submitted by Mr. Choate.)
FEDERAL ALCOHOL CONTROL ADMINISTRATION DISTILLERY PERMITS

The Code of Fair Comgetition for the Distilled Spirits Industry, prior to its
amendment on April 5, 1935, limited permits to plant capacity in existence or
under actual process of construction or equipment on the date it took effect,
November 27, 1933; except that the Federal Alcohol Control Administration,
if it found, after hearing, additional capacity necessary to supply the consumptive
demand for any type of distilled s irits, might grant a permit for such capacity.
In explanation of the application forms shown in this report, form AP-1 was
used in applying for plant capacity in existence on the effective date of the code;
form AP-2, plants in process of construction or equipment on such date; and form
3, new plant capacity, the construction of which was commenced after November
25, 1933. The permits to distill whisky granted on form 3 applications, were all
issued in pursuance of applications filed before the hearing of February 5, 1034,
and were g:mted as a result of the determination made on the basis of the evi-
dence at that hearing that a limited amount of additional capacit{ for whisky
was needed. The ordinar; whisky permits granted upon later applications were
all issued to applicants who, having proved that they had capacity in existence or
in :ocess of construction on November 27, 1933, were entitled to permits as of
right.
The list does not include permits covering warehousing only, or Eermits issued
to persons operating the plants of other permittees on leases. Such leases, being
entirely within the control of the lessor-permittees, represent privileges grante
by them rather than the allowance of additional capacity by the Federal Alcohol
ontrol Administration to the lessees.

Distillery permils
Name and address Form no. Kind of spirits
ARIZONA
Dudley Pitts & H. J. Karns: Office, Nogales, Ariz,; plant, same. .. 3 | Tequila.
Jobn K. Burns !: Office, 1916 Tompkins Avenue, Douglas, Arir.; 3 | Brandy.
plant, same.
. ARKANSAS
Nelson Wine & Distiling Co., Inc.: Ofiios, Springdale, Wash.agton 3 Do.
County, Ark.; plant, same,
CALIFORNIA
Harry Adalian: Office, 1481 West 28th Strect, Los Angeles, Calif.; 3 Do.
A]%lsnt, 16313¢ West Jefforson Street, Los A , Calif.
a Grape & Frult Co,: Office, 901 Battery Street, 8an Francisoo, 3 Do.
8:11}11, plant, 3 miles northwest of Escalon, 8an Joaquin County,
Alta Winery & Distillery: Office, rural route no. 2 box 197, Dinubs, AP Do.
Calif.; plant, 2% miles east of Dinuba, Calif.
American Commercial Alcohol Corporation of California: Office, AP-1 | Aloobol.
g? uﬂl‘lj& sgmt, 8an Francisco, Calil,; plant, Alamo Street, near
M8nsoor Anton: Office, 1101 North Los Angeles Street, Anbeim, AP-1| Brandy.
Calit.; plant, same.
K. Arakelian, Inc.; Office, Madera, Cslif.; let, 886, ... ... AP-1 Do,
Associated Farmers W'“‘{f" Ino.: Office, Mills, Calif.; plant, Mlils, AP-1 Do.
Bacramento County, Calif.
B:la%}ocehl Bros.: Office, ro' - 2, box 672, S8anta Roes, Calif.; plant, 3 Do.
0.
B?&f%{%’ﬁﬁ.‘“ Asrociation: Office, box E, Lod!, Calif.; plant, 3 Deo.
Frel(g‘rttck W. Becker: Office, 8512 Hays Btreet, Culver City, Calit.; AP-2 | Whisky.
same.
B mlf& Bros.: Office, Monterey Road, 8an Jose, Calif.; plant, AP-2 | Brandy.
9.
Louis E. Brown: Office, 6193 Roy Street, Los Angelss, Cslil,; plant, 3 De.
148 North 8an Jose Avenus, Burbank, Calif.
E. P. Caln, doing business as Henrletta Rancho Products Co.: 3 Do.
, box 2203, Fresno, Calif.; plant, Peach Avenue, near Cali-
fornia Avenue, Fresno, Calif.
California Fruit & Brandy Co.: Office, 319 Milis Building, 8an 3 Do,
Franclsco, Callf.; piant, Northeast corner Baber Lane and Tulley
Road, Linden District, 8an Joaquin County, Calif.
California Girape Products Co., Ltd.: Office, 85 2d Street, San Fran- AP-1 Do.
elseo, Calif.; plant, Ukiah, Calif,

1 Permits canceled.
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Distillery permite—Continued

Name and address Form no.

Kind of spirits

CALIPORNIA—coDtinued

California Growers Wineries, Inc.: Office, 417 Patterson Building,
Fresno, Call.; plant, Wahtoke, Fresno County, Calif.
Callfomla Mission Vintage Co.; Office, 330 North Misslon Road,

# geles, Calif.; lnt,

Califortia Products co oﬂica. Butler and O Streets, box 1339,
Fresno, Calit,; plant, Butler and O Streets, Fresno, Chlif.

Csllfornla Wineries & Distillerles, Inc.: Office, 315 16th Street, Onk-
land, Catit,; pisnt, Clovis Avanue, 'I‘nrpey Station, 9 miles north-

east of Fresno, Callf.

California Winery, Ine.: Office, 1711-1718 North Spring Street, Los
Angeles, Calil.; plant same

Cameo Vingynrds Oﬂioe, Fresno, Calif.; plant, Clovis Road,
box 2337, Fresno, Calif.

Cltrus Julce & Flavor Co., Ltd.: Office, Orange, Calif; plant, Los
Angeles Boulevard and Bnkary Street. on United states 101,
Orange, Calif.

Cogrl:lm \?Ilnterles, Ino.: Office, 400C San Fernando Road, Los An-
geles; plan

Colonis Gmpe Products Co. of California: Offica 700 Minnesota
Street, San Francisco, Calif.; plant, Elk Grove, Calif.

Commercial Solvents rpornt on: Office 230 Park Avenue, New
York (‘Ity, piant, near the village of Agnew, Calif.

Carlo Coppo : Office, Mira Loma, Calil.: plant, east side of Pauline
Avenus, 3 mile wuth of Marley Avenue, Decler District, S8an
Bernardine Couu;g

B. Cribari & Sons: ﬂ‘lce, 100 East San Fernando Street, San Jose,
Callr',plant Madrone, Calif.

Cribari & Sons: Ofiice, 100 East San Fernando Street, San Jose,
Cam plant, Las Palmas, Calif.

Cueamonga Plonesr Vlneyard Association; Office, Cucamonga, San

Bernardino, Calif.; plant, Haven A venue, southeast of Cucamenga

Calif,

'I’oxlx; ?nvﬂ: Office, 2325}% East 114th Street, Los Angeles, Callf.:
plant, same.

Samuol Dewood: Offtce, 416 North Commercial Street, Inglewood,
Calit,; plant, 418 I\ort‘x Commercial Streot, Ing]ewood alif.

Earl Fruit Co.: Off ce, 85 2d Street, San Frsnclsco, Call{., plaat,
435 miles northeast of Delano, Calil

East-Side \Vinery' Office, Lodi, (alif.; plant, on Vietor Road, 2miles
south of Lodi, Calif.

Ehrlich Winerles Orﬂce 921 Chapman Bullding, 756 South Broad-
way, Los Angeles, Cahr plant, Cucamonga, Cal

Elk Grove Frult Growers Association: Office, Elk Grove, Sacra-
mento County, Calif.; plant, same.

Elk Grove Winery, Inc.: Office, 714 (‘aFItal Bank Bulilding, Sacra-
mento, Cslif.; nnt Elk Orovo, Cali

Ellena Bros.: O e, nouth slde of Bass Line Building, 34 mile west

- of Etiwanda, San Bernardino, Calil.; plant, same.

Jos. L. Fainer, dning business as Magoon Vintage Co.: Office, 1621
East Atlan!lcsueet Los Angcles, Calif.; plaut, same.

Florin Winery Association: Office, Flotin, Calif,; plant, same. ...

Frult Industries, Lid.: Office, 1248 Palmetto Strest, Los Angeles,
Calit.; plant, Guasti, Caiit

Frult Induslneﬂ Ltd,: t!lne, 1248 Palmetto Stroet, Los Angeles,
Calif,; plant, Lodi, Cal

Fruit Spirits (‘orpor:mon Office, 1341-43 East 17th Rtreet, Los
Angeles, Calil,; plant, same,

Garden Vineyards Wmer& & Distillery Co.: Office, route 1, box 83,
Fowler, Calif,; plant, s

Gate Clty Dlstmery Inc Otﬂce. R. F. D. 1, box 287, 8an Bernar-
dino, Calif.; plant, same.

Golden G aterstlIlenes.Omce, care of Nathan Goldberg, 1025 Wash-
ington Bujlding, Los Angeles, Calil.; plant, 2820 Redondo Beach
Boulevard, Re: ondo Beach, Calif.

JamesJ. Gorman; Office, Sunnyvale, Calif,: plant,same._...........

Jeflerson James Uraves: Office, 890 Bush Street, San Francisco,
(SJ&lI(, plémlt Oakhurst, Fresno County, Callf., box 787, route 2,

anger, Cali;

'l‘he Haigh Dlsmlery. Offive, 68 Front Street, Healdsburg, Calil.;

Hedgeslde Dlsml : Office, care of Plerre de la Montanya, 705 San-
some Street, San Francisco, Calil.; 1nnt Napa, Calif.
Michasl E. Horeth: Office, box ms, Cajon, ill plant, same. ..
Fremont Distillerles, tormerly Hermavita Corporation: Office, 424
?tangy St(rﬁeﬁ San Francisco, Calif.; plant, 7 mﬂes southwest of
00!
[talllant sXhﬁ Colony: Office, 781 Beach Street, San Franclsco, Callf.;
an 8
3ok Jotinson: OMce, Escondido, Calif,; plant, same. ...........

AP-1
AP-1
AP-1
AP-1

AP-2

AP-1
AF-1

w

AP-1
AP-1

AP-1
AP-1
AP-1

AP-3
3
AP-1

AP-1

AP-2
AP-2

w®w

AP-2
3
AP-2

AP-2
AP-2

Brandy.

Aleobol.
Brandy.

Do.
Do.
Do.

Do.
Do.

Do.
Do.
Do.
Whisky.
Brandy.
Do.
Do.
Do.
Whisky.
Brandy.
Whisky,
Brandy.
Do,



INVESTIGATION OF NATIONAL RECOVERY ADMINLSTRATION 2179

Distillery permits—Continued

Name and address Form no. Kind of spirits
CALIFORNIA—continued
Kearney Winery Co., Inc.: Office, rural route no. 8, box 47, Fresno, AP-1 | Brandy.
Calil.; plant, same,
Peter K’houry: Office, 221 H. W, Hellman Building, Los Angeles, 3 Do. .
Calif,; ?Iant. Los A%eles. Calif. .
F. Korbel & Bros.: Office, Guerneville, Calif,; plant, Korbel Bta- AP-1 Do,
tion, 2 miles southeast of Guerneville, Calif,
John J. Kovacovich: Office, Arvin, Calif.; plant,same.............. 3 Do.
Lacquer Chemicals, Ino.: Office, 624 Callfornis, Btreet, 8an Fran- 3 | Whisky, alocohol.

cisco, Calif,; plant, Btege 8tatton, Richmond, Calif

Peter H. Lint: Office, route 3, box 73, (atos, Calif.; plant, same. AP-1 | Braedy,

Livermore Winery, Inc.: Olﬁoe, Third and Church Streets, leer- AP-1 Do.
more, Callf.: plant, same,

Los Angeles Brewing Co.: Office, 1920-2028 North Main Streat, Los AP-1 | Alcohol,
Angeles, Calif.; piant, same,

Lucerne Winery, inc.: Office, room 912 Gritfth-McKenzie Bullding, AP-1 | Brandy,

Fresno, Calif,; plant, northeast corner Shaw snd Winery Ave-
nues, 8 miles northeast of Fresno, Calif.

Romeo Malatesta: Office, 620 West Broadway, New York City; AP-1 Do,
1ant, Sanger, Calif.
ﬁ.an Barney Calllano Marletta, doing business as Marjetta 3 Do.

a8,
Distillery: Office, box 23, Mira Loma, Calif.; plant, oz Belgrave

Avenue, 134 miles south and 1 mile west of Mirs Lom3 Callf,
Matias B. Mariinez (Cucamongs Valley Wine Co.}: Office, 1101 AP-1 Do.
East A Street, Ontario, San Bernardino County, Calit,: office, N
sama.
L. M. Martinl Grape Products: Office, Kingsburg, Calif.; plant, AP-1 Do,
same.
Axllgr?w Méttﬁl{: Office, 1104 Mattel Building, Fresno, Calif.; plant, AP-1 Do.
alega, Calif,
John McClure Estate, Inc.: Office, Seventh floor, 724 South Spring AP-1 Do.
%trlel?t, Los Angeles, Calif.; plant, West Sixth Street, Burbank, .
allf.
Mount Tivy Winery, Inc,: Office, 600 Rowell Bullding, Fresno, AP-1 Do,
Calit.; plant, Lac Jac, Calit,
Napa Valley Wine & Brandy Co.: Office, 700 Minnesota Btreet, AP-1 Do.
San Franclsco, Cailf.; plant, Elk Grove, Calil, .
Nick D. Nicassio: Office, 231 South Central Avenue, L.os Angeles, 3 Do. '
Calif.; plant, 614 J Street, Colton, San Bernardino County, Calif,
G%‘orm Nlorc‘ia; Offics, 1008 San Diego Boulevard, Escondido, 3 Do.
Calif.: plant, same, .
Pacific Brandy Co.: Office, box 474, San Jose, Callf,; plant, Santa 3 Do,
Clara County, Calif,
Pacific Coast Wineries: Office, box 267, Fresno, Callf,; plaat, east AP-1 Do.
corner Ventura and Peach Avenues, f‘msno. alil,
Pmﬂc‘wmes, Inc.: Office, 218 North Avenue 19, Los Angeles, Calif.; 3 Do. .
plant, same.
Peadre \fineyard Co.: Office, 845 North Alameda Stieet, .03 Angeles, AP-1 Do.
Calif.; plant, East Eighth Street, between Archibald and Turner
Avernues, Cucamonga, Callf.
Angela Pagani: Office, Glen Ellen, Calif.; plant, same...._......... AP-1 Do.
Frank Palamara: Office, box 111, Roscoe, Callr.; plant, 9325 San AP-2 Do.
Fernando Road, Los Avgeles, Calif,
Ed;vartd C. Pettibone: Office, 303 West E Strest, Colton, Calif.; AP-2 | Aloohol. .
plani, same, .
Prima Vista Wine Co.: Office, 731 Bryant Street, San_Francisco, AP-2 | Brandy.

Calif.; plant, corner Front and Hudson Streets, Healdsburg,
Sonoma County, Calif.

Puenta de Madera Winery: Office, 400 North Sixteenih Btreet, 3 Do.
Sacramento, Cslif.; plant, Woodbridge, Calif.
Roma Wine Co.; Office, Lodi, Calif.; plant, same.._...... - AP-1 Do.
Roma Wine Co.: Oftice, Lodi, Calif.; plant, Manteca, Calif. - AP-1 Do. n
San Gabriet Vinoyard Co.: Office, 636 Scuth Putney Avenue, San AP-1 Do, B
QGabrlel, Calif.; plant, same. i
Santa Fe Winery & Distilleries, Inc.; Office, 312 Pershing Square 3 Do. .
Building, Los Angeles, Calif.; plant, northwest quarter, lot 160,
Temecula Ranche, Riverside County, Calif. ot
Banta Lucia Wineries, Inc.. Office, Church and East Avenues, 3 Do, e
Fresno, Calif.; plant, same.
Samuele Sebastina: Office, Somoms, Calif,; plant, Sonoma and AP-1 Do,
Woodbridge, Calif,
Luig{ Severini: Office, 242 Fresno Street, Fresno, Calif.; plant, same. 3 Do,
Sk;:gsn-!onea,lnc.: bﬂim, Woodbridge Road, Lodi, Calif.; plant, AP-1 Do.
0.
Bouthern California Distilleries, Ltd.: Office, 11420 Briggs Avenue, 3 Do.
Hawthorne, Calif; plant, same.
Southern California Winery, Inc.: Office, 4101 Whiteside Avenue, 3 De.
Los Angf‘les, Calit.; plang, same,
8outhern Foundation, Ltd,: Office, 1200 East Fourteenth Strect, AP-2 | Whisky,

éﬂl?mles, Calit.; plant, 1300 Goodrich Boulevard, 1.03 Angeles,
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Distillery permits—Continued

Name and address Form no.

Kind of spirits

CALIFORNIA —continued

Spanish-American Wines, Ine.: Office, 820 Bapk of Amerioa Build-

ing, S8an Diego, Callf.; plant. El Cajon, Calif.
bpeas Manuracturiug Co.: Office, 2600 Front t:eet Kansas Oity,
; plant, MoKinley Street and Brown Avenue, Sebastopol,

Ca m
8t, George Winery: Omw' lot 34, Tulare Avenue, 4 miles east of
Fresno, Calil.; plant, sa:
StFJouphCWl{i?ery Co.: Omos. Fresno, Calit.; plant, § miles east of
1esn0,
tandard Wincs, Ine.: Office, San Fernando Road at Elk Street,
Los Abgeles, dum plant, same.
A. Q. Stelber: Omee, 2216’ Arlington Strec* Bakersﬂeld, pallf,
ﬁam 1 mile south of Southern Pacific R. 3. tracks on Fairfax
oad, Kern County, Calil,
Sunset andy Co.: Office, Alviso, Calf.; plant, same.......... ...
Throe G Distillery Corporation: Office, 5335 Melross Sireef, Los
Am&eleg, Cballf H plant. corner of Ontario and San Fernando Boule-
vard, Burbank
Tulare Winery dn Inc.: Office, Tulare, Callf,; plant, same........
Unlwd Vlneyards, Inc.: Omce, route 2, box 187, Kerman, Calif.;

Verdemout Fruit Products Cor rauon. Ltd.: Office, box 202, route
8an Bernardino, Calif.; plant, San Ber

alif,
Wu Const Winery, Ine.: Office, 11240 Peorla Avente, Roscoe,

(‘sllt lang,
0 rig) V'lneysrd Association: Office, Lodl, Calif,; plant, Elk
rove, Cal
QGrant Alba Young Office, 400 South Santa Fe Street, Homet, Calil,;

iant, same.
Dlo)nlevy Distilitng Corporatiun: t C)tﬂcchea Goldfinch Street,
8an Dlego, Cslif.; plant, Rough and dy Island, Stockton,

Pletro Ferro Vintage Co.:1 Office, 4101 Whiteside Avenue, Los
Agjelu, Ca\ll,. plant, same,

R. Martini Wine Co.:! Office, 643 Front Street, 8an Francisco,
Calil.; plant 8 miles northwest of Santa Rosa post office, Sonoms
County. Calil., on Vineville Road,

Louis Fshauer, 8r., & Sons: ! Office, Elk, Mendocino County,
Calif.; plant, same.

Henry A. Jacobs: ) Office, 111 Sutter Stroet, Ban Francisco, C
plwt, 235 miles southwest of Omnie Cove, Fresno County, Calll

A, I() tAnncevlch i Office, 2690 P| Avenue, Santa Clara, Calif,;
plant, same

Scatens Bro Wlne Co 1 Office, Healdlburg, Cali! ; plant, 4 mile
northwest of k pmt office, ounty on Grove
Street, Healclssburf&g1

Jack I, Dmgna 1 Office, box138 Puente, Calit,; plant, Dragna Ranch
and Vineyard, Puente, Cal

Abraham Schorr & hlhp Levln, 1 Oﬂ‘im 8:2 Buchanan Street, San
Franctsm. Culif.ﬂ?lant, 8t. Helena, C

A, ce, 2216 Arllngton Street Bakersfield, Calif.;

lant l mlle south of Southern Pacific Rallroad tracks on Fairtax

oad, Kern C: uun!y. Calif,
Oeorgle H. Whi Office, Mountain View, Calil.; plant, same.
James scaﬂom ‘ Otﬂce, rural route 2, hox 381, Sw areos, Calif.;

plant, s

Southern Calircrnln Dlsulleries. Ltd.: 1 Office, 11420 Briggs Avenue,
Hawthorne, Calif,; plant, s

John T Basom: 1 Oﬂlce, 8512Hnys Streat, Culver City, Calil.; plant,

Angelut Wlne & Distillery ("orporatlon ? Office, care of 8, Santiily,
129 West Becond Street, Los Angeles, Callf.; plant, 2700 San
Fernundo Road, Los Aogeles, Calif.

COLORADO

Black Wolf Distillery: Office, 309 Wilda Bullding, Denver, Colo.;
plant, same.

Colorado Aleohol Co.: Office, Johnstown, Colo.; plant, same . ......

International Distillerles: Olﬂee, 1961 Kearney Btreet, Denvor. Cola.;
plant, Arvada, Colo.

Frank Mortellare or Mile High Dlstillery: Office, corner West

Arksnsas Avenue and Jason, euver, Col oA. plant, same.
Westem Distilleries, Ine.: Office, enrose, Colo.; plant, same.
Adolph Coors Co.!: Oﬂ]es, QGolden, Colo.; plant, same.........

1 Permits canceled, 3 Permits revoked,

AP-2

AP-2
AP-2

3
AP-2

AP-1

w o e e

AP-2
AP-2

AP-2
B

AP-2

[

AP-2

AP-2

Whisky.
Distilled spirita.
‘Whisky, hrandy.
Brandy.
Whisky.
Braady, tequila,

Whisky.

Do.
Do.

Do.
Aleohol,
Do.
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Distidlery permsts—Continued

Name and address Porm no. Kind of spirits
CONNECTICUT
Ernest %Mdnrmm Office, R. F. D. Unlonvilie, Conn,; piant, 3 | Brandy.
lington, Co
Jom h(‘ Choti: Office, Wa]llngrnrd Conn,; plant, same_.__........ 3 De.
Coémoctlcl}t ?lsul!orles Inc.: mce, Nashs Cnmen, Westport, AP-1 Do,
Haddam Distmm Corporation: Office, Moodus, Conn,; plant, same. AP-2 thsky.alcolml
David Hayes: Officn, Amston, Copn.; plant, same. ... ... ....... AP-2
Ste] Imuallk }éey'nolds Otmce Seribner Avenus, R. ¥. D. 1, Bouth AP-2 andy
Iosu})b C. Choti?: &I‘lm. Wamnnord Conn plant, R, 3 Do,
Sutclift?: Office, 176 Brosdway, New Y Jork City, m&nt, day- 3 Do.
lordsville, Conn.
DELAWARR
Delmar Distilleries Corponuan Office, 70Morloc Avenue, R. F. D. 3 Do.
1, Falrlawn, N. J.; F 1, Deemer Helii
uinmond Eltate hgzt I]!’ng (‘oDInc Oftice, 75 Wut Btreet, New AP-2 Do.
over,
Inuuhm D(strllam, Ino.: Office, 800 Cititens Bank Buflding, AP-2 | Whisky.
Deillmlnmn, Dal.; plant, 3d and Greenhill Avenus, W
Dalmar Distllleries Corporation ¢ : Ofice, 70 Moriot Aveasus, R. F. D, 3 { Bndy.
1, Fairlawn, N. J.; plsnt, Deemer Heights, Del.
HAWAN
Californla Pockmx Carporatlon Offics, 101 Californla Street, San AP-1 | Aloohol.
Franclseo, C. plaat, Hnnolulu. Hawal
Hawaimn Fine Llﬁuors td.: Office, szMarchnmEmat, Honoluli, 3 | Okolehao.
wali; plnnt. aploland Boulevard, Honalala, Hawali,
H%waluix‘z (I)ko‘e 80 Dls:UIerlu Office, Quinn Lane, Hornolulu, 3 Do.
awail; plan
Maui Plueappla Co, Ltd.: Office, Paia, Maul, Hawali; plant, AP-1 Do,
Kahului, Mauwl, Hawall.

ILIINOLS

The American Distilling Co.: Office, 135 East 43d Street, New York AP-2,5 { Whisky, alcohol, gia.
(Aty‘ plant, betwecn South Front Strest and Ilinsis River,

n, 1.
Centur Distilling Co.: Offios, Eris and Crowell Streets, Peoris, AP-},2 | Whhky,
1Il.; plant, same.

Commercial Bolvents Corfxomt!on Offios, 230 Park Avenue, New 8 | Aloobol.
York City; plant, foot Street, Feoria, Il
Jo Daviess Cu\mty Distfllery: Oflice, 2170 Central Avenue, Du- AP-2 | Whisky
buque, Iowa; plant, Galena, 11
Kaf)antlxiq & (,o Inc : Office, 715 Bouth Halsted Street, Chicago, 3 | Brendy
; plant, sam
nn k{ tand Corponuon Office, 52 William Street, New York, AP-1| Whisky
N vlant, Olark Street, Peoria, Il
Rock R(ver Distillery, Tnc : Office, Dixon, 111 ; plaat, same. ... 3 Do
Frank 8ampson: Office, 310 Columhts Avenue, corner West Locust AP-2 | Whisky, sleohol
Street Belviders, [11.; plant
{ram Walker & dons, lnc 6mce, 510 Jefferson Hote), Peoria, Il ; AP-1 | Whisky.
lant. 3108-3116 Norlh Adams Street, Peoria, Lil.
Hiram Walker & Sons, Inc.; Office, 510 Jeflerson Hotel, Peoria, ILL.; AP-3 De.
plant, foot of Edmund Street, P ria, T
Hi . Graham: 3 Ofice, 857 First Nations! Bank Building, AP-2 Da.
Chicago, 1ll.; plant, same,
Edwin Lehminn;: ? Office, 701 Lehmann Building, Peoris, 1l AP-2 Do,
plant, Poorla, Il
UVIANA
Commerglal Solvents Corporation: Office, 330 Park Avenue, New AP-2 | Alcohot.
York Clty; plant, 1331 South 15t Gtreet Terre FTaute, Ind,
Rapantais & Co., [ne.; Offioe, 105 West Manros Strest, room 1131, 3 | Branay.
Mr}iaha‘gn, II(L plnn t, northwost corner Carroll and Il’olllday Stree!s.
chigan
Krogman Dism{mg f)o Ine.: Offices, Tell Clty, Ind.; }mm. same. . 3 Do,
Merchants Distilling Corporation: Office, 1535 Sonth First Street, AP-2 | Whisky.
Terre Haute, Ind.; plant, same.
’I‘l[m gld Quaker Co.: Offioe, Lawrencoburg, Ind.; plaat, Greendale, AP-1 Do.
Thomas P, Roth: Office, 126 Franck Avenue, Loulsville, Ky.; plaat, 3 { Brandy.
434 miles south of Puoil Orange County,
Lt}wsenc? Slt:hmitt Offics, 717 South Clluton Street, Fort Wayne, 3 | Brandy, ru.n.
1 ant, same.
Tosepii K. m & Sons, Ino.: Office, Chrysler Building, AP-2 | Whisky.

Ie‘)‘xlngton A%vr:nua, New ﬁ’ork. . Y. plant, Mill and aln
Streets, Lawrenceburg, Ind.

1 Pormits revoked.
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Name and address Form no.

Kind of spirita

INDIANA—ocontinued

James Walsh & Qo., Ino.: Office, Gresudale vmueatmrﬁ Post . 3
Office, lnd plant, "Probasco Avenue and Bfg Four R. R., Green- )

dale, o.hurg Post Office,
Hammiond Dissilleries, Tae. Offios, $066 Calumet Avetrss, Ham- APs2
mond Ind.; plant, same,

KENTUCKY

Allled Brewing & Distilling Co., Inc.: om«., 192 Kind Street, AP-2,
istil.ecy’’, Frankfort '

Broollyn, N. Y.; plant, “Old Herml:.ge Wl )

Thy’ Amerlcan Modicinal Spirits CanpoM¥ies, GBS I"Md AP-1
mheim Lane, Loulsvi e.l! .+ Plant, ¥ mile routh of cit
svi 3
.pirns (‘orporatkm. Office, Baventh nnd
Bernhaim Lane, ville, Ky., plant, 'l‘wuntydhht

Brondway, Ky.
Bardsto X Omoa 1og We

Blnlr D tilling Co.: Office, 803 Fox
Mich plsm. Chicago, MuinntCo.. K

moo. l‘ul;kht._xz..mtmnylot"&:

orporation: Offi Stree
.phnt Athertonv t, /
Muuzn zy,

same.
Dant & Hesd {liing Co.
mane, Nelson
ing Co., Ino.: Oﬂlco, mebnto. Ky .; plant,

0.: Office, B g ......
e, r‘m loor olum%in Building,
y

Dowllng Brow. Dist.
Frankfort Distilleries, Iné?

v&ue.k‘ﬂ.
P oyl Ky piat

ville, Ky ; plan d
WA, Gaines & Go: O ew i plant,
on G k, Woodford County, Ky,
General Distillers Corporation of Kentucky: Offive, Loutsville, Ky.;

let,Mallwood and Frankfort Avenuu. boulsvillo, K
snwel:) :tﬂl.ary Co.: Offics, 723 South 26th Strest Ifouhvmg,
nt, same.
Glenm i ore Distillaries, Inc.: Offics, 711 Brent Street, Louisville, |
Ky.; plmt. Hndlmburquuond , Ownesboro, Ky,
R banty Ry piant, Midwey, Wosdlara' ’"“" iy, renwm
Oounty, Y. le T ounty, 4
Hoffman 'Distiiliog Go., Tno.: Ofios, Lawreacebirs, Ky ; plast,

same,
Ind]ependent Distillers of Kentucky, Inc.: Ofics, Bardstown, Ky.;
Konmci&?roduou Office, 120 Bouth La 8alle Btrett Ohlmo Im.;
phnt obbs, Ky.
Products: Ofes, 120 South La Salle Street, Chioago, 11l.;

plunt. gmnbrhr,
v Commeroial Building, | - AP-2

Ken Iing : Office,
Louhmh, o, plan pete, Bt C x
t& am.ympom" P D3 ki

Labro ¥.; plant, same . . AP-3
thtlo Pap%t Dist| llhr! lnc Omon, 105 Sonth IA Salle smu. AP-2
1300 River Road Lonisville,
Med s ibamn ium Whiskeys, Inc.: Offios, mebom. Ky AP-2
plmtkl::nvle- Oo.. wenshoro, ( .
Oﬂce. Fairfleld, Nelson Co, , 11 AP-3
udlto and 4 miles from Bl oomﬂnf y.. on tate

miles from
Highway No. 48.

Whirky, aleohol.

‘Whisky.

Do,

=}
14

§ 57

4
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Distillery permits—Continued

Name and address Form po. Kind of spirits
KENTUCEY—oontinued
Tom Moore Distillery Co.: Office, Bardstown, Ky.; plant, same. ... AP-2 | Whisky,
C. P. Moorman & Co.: Omce. 506 West Liberty Street uisvllle, AP-2 Do.
Ky.; plant, 15th Street and Beroheim Lane, Louisyille, Ky. ...
New kn ngl&nd Distiling Co., Inc.: Offce, 113 Pike Sv.reet, Covmg- AP-1| Rum.
1d Joe lglstllllng Co.: Omce, Lawzenceburg, Ky.; plant, same. .. __ AP-2 | Whisky.
0ld Kennebec Dismlery Co.: Omoe, Franklort, !fy plaat, Kenne- 3 Do.
bec Statlon, Franklin Count; é
old Kentucky I)istuleri:2 Ofhice, Columbla bullding, Louisville, 3 Do.
Ky ,p t, 18th Street oad Louisville, K.
0id Lewis Hunter Distitiery Co.: Omee, 112 Esplanade, Lexington, AP-2 Do,
Ky.; phwt, Lalr, Harrison Coun v, Ky.
James E. Pépper'& Co., Office, Lexington, Ky; plant, % AP-2 Do.
mile west ol city of 1 exingzan Ky,
ue Distillcry Co.: Omee. 8 Bouth Michigan Avenue, Chi- AP-2 | Whisky.
cag plant, Mayssnle,
Tl;g fo‘lim E’olndexter Dutﬂlerles Co.: Office, Cynthians, Ky.; plant, AP-2,3 Do.
oindexter,
Ripy Bros. blsuum, Inc.: Office, Lawrenceburg, Ky.; plant, Ty- | AP-2,3 Do,
T, W Sagiuels Distillery: Oﬂ!oe. 1212 Keith Building, Cincinnati, AP-2 Do.
Ohla, plant, Deatsville, Nelson Co., Ky.
Stafg Co,: Office, ankfcn, Ky .; plant, Leestown Turn- AP-1 Do.
1k ‘I 'mile north of Frankfort Ky.
8tltzel Weller Distillery, Inc,: Oﬁiee, 1033 Story Avenue, Louisville, AP-2 Do.
Ky.; plant, between Madison Drive and Tucker Lane, Shively,
K. ’Fsylor Dmill Co., Inc.: Office, 216 West Main Street, Franpk- AP-2 Dn,
lon, K lnnt orks o( Elkhom, Franklin Co., Frankfort, Ky.
? Office, Yeliowstone Gardens, Loulsville, AP-2 Do.
y. phnt 7th Street noad 4 miles from Louisvllle. Ky.
zuung Co., Inc.: Office, Henderson, XK. r ,» SBme... 3 | Brandy,
K & Frazler, no.: Omco, Lawmuceburg, Ky .; plant, Tyrone, AP-2,3 | Whisky,
Jo! hu A, Wathen Dl.stmefy Co Omee. 326 South 6th Street, Louls- AP-2 Do.
vme, xy S plnnt Lebanon, K
John P. istlilery Co. .lnc "Office, 801 Wut Broadwnv Vol AP Do,
viise, Ay., ma.n Meaacwlawn, Jetlerson Co.,
Nlck ob(ck & Orville Elalr:? Office, Cumberlsnd, Ky.; plant, 8 | Brandy.
LOUISIANA
A ! C 1al Aleohol C ! ffice, 405 Lexington AP-2 | Aleobol, rum,
Avenue, New York, N. Y.; plant retna, La ' '
Commercial Solvenu C'oxporalion QOffice, 230 Park Avenue, New AP-1 | Aleohol,
or] F iver Road, Harvey, La.
Cumn;etcial 8ol vents ‘?varptaratlou Office, 230 "Park Avenue, New AP-2 Do.
Yor] es W
Florida Frult &'lne nﬁ (‘o Oﬁop 2462 North Palafox 3 | Brandy.
Street, Peusacola, Fla lant
Penn-Maryland Corpomt lon:! omoe. 62 Wmlam Strest, New York AP-4 | Aloohol.
City; flanz Broadway and Coliseum Streets, New Orleans, La.
Cubsn-Amerlean Diatll ertes, Inc.:! Office, 100 !’oydrss Street, New 3 | Rum,
Orleans, La.; plant, 3200 Chartres Street, New Orleans, La.
Sterling Sugars, Inc.:! Office, Frapklin, La.; plant, same............ 3 Do,
Great Soutl ern Dmtﬂunx Ca Ine.:? Office, Chanm and Plety AP-2 | Alcohol, rum, gin.
Streots, New Orleans, Ls.; plant, same.
MARYLAND
Awerican M ? and By AP-1 | Whisky.
%emaml;ana, l»If.omswu e, Ky.. p'iant, Russeu snd Alluvion streem
ore
Baltimors Fus Bure 2 Rye Distllling Co.: Offce, Sallers Polnt Roed, AP-2 Do.
Ele Forge Diatiliety. oo 2 Offle, Elk Mills, Md, same.......|  AP-2 Do.
Frankfort Dlutlll u, lnc‘ Omm Fifth floor Co u.mb‘a Bulld.lng AP-2 Do.
Louisivlle, érr t, 200 Kresson Btree x&
Fm:krort Dfstl 1 tes, Irle.: Offics, 200 North nsmez. Balt{- AP-1 Do.
more,
Chates N Gnres Othon Sallsbury, Md.; plant, same. AP-2 Do.
Golden Rogsell Clo,: Office, P(eurd* Md, ni, sam AP-1 | Brandy.
Harford Pure Rye Distillers, Ino.: Otgan)(,J t AP~2 | Whisky,
Building, Baltimore, Md.: plant, Havre de moe Md.
Hunter Gwynnbrook Dist ng Corporation: Offlce, 642-4-6 West AP-2-3 Do.
Pratt Strest, Baltimore, Md.; plant, Gwynabrok Btation, Owings
James bzsuuery, Inc.: Offce, 807-811 Key Highway, Baltimors, AP-2 Do.
same,

d.; plant,

1 Permits canceled. 3 Permits revoked.

R

‘
'
v
1
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Distillery permits—Continued
Name and address Form no. Kind of spirits
MARYLAND—eontinued
Maryland Disilllery, Inc.: Office, 1400 Mercantile Trust Building, AP-2 | Whisky.
E.:Yﬂmore. MdA. lant, 3 ! ky
Monumental Distliers, Tne.: Office, 100 West Fayette Stoet, Bultl- | AP-23|  Do.
Old‘;\?'.-MId ;Flae, Momuzental Avente, Lanlowse Mo, o]  aPa| Do
yland Rye ng Co o8, vestment Bul - .
Washlogton, D, C.: piant, Laurel, Md,
Owlngs‘ MMuls Dlﬂlu«ary, Inc,: Office, Owings Mills, B¢ timore AP-2 Do.
Trimble Dhtllllug Co.: Oﬁﬂce, 1420 Walnut Btreet, Philacelpbls, AP-2,3 Do.
Pa.; plant, Weumlnswr, Carroll Coun“?'
Thomas Ward Distilling Ca,: Office, estmlnster, Md.; plant, AP-i Do.
Fraok L. Wight Distilllng Co.: Office, Gillet Building, Light and AP-2. Do.
Redwood Streets, Baltimore, Md . pian Py Md,
Winsnd-Plkesville Dlstlllerzm ffice, 214 idelity Buiiding, AP-2 Do.
Bnmmore, Md,; plan ns oe d, Plkesville, Md.
P‘l\ldm r Lee Hall:t Omee, South Boawn, Va.; plant, Sandy Hook, 3 { Brandy,
Four Distilleries, Inc.;? Office, 2500 Baltimore Trust Building, AP-2 | Whisky.
altimore, Md.; plant, Dundnlk
Westminster Distillery Co. of Mar%gand Inc,:t Office, Equitsble AP-2 Do.
Building, Baltimore, Md.; pla.t, Tannery, Carroll County, Md.
MASBACHUSITTS
A. & G.J. Caldwell, Inc.: Office, 735 Exchange Bulld!nx, Boston, AP-3 | Rum.
Mass,; plant, Merrimac Btreet, Newburygor
Cnnton istilleries Corporation: Office, Inton, Mm pisnt, AP-2| Whisky.
same.
Felton & Bon, Inc.: Office, 516-38 East Second Street, Bouth Boston, AP-1| Rum.
Mass.; plant, same.
C. ﬁn Gravu & Sons Co.: Office, 35 Hawkins Street, Boston, Mass.; AP-1 | Whisky, alcohol.
Naw Enzland Alcohol Co.: Office, Everett, Mass.; plant, Avenue A AP-2 | Alcohol.
off Chemical Lane, Everett, Mass.
New England Dismlers. Ine.: Omca, Clinton, Mass.; plant, same. . AP-2 | Rum,
Old Medlgrd‘ R'Euq istl.llery, Ine.: Oftios, Box '252, ‘Wakefleld, AP-2 Do.
H. LF"" mszu'lin?‘é'g‘“inc Office, 1341 Maln Street, Agawsm, AP-2 | Whisky.
Readviile Dlswlerles, Inc.: Office, Metropol(tan Theater Bullding, AP-2 Do.
260 Tremont Street, Bosr.on, Mass,; plant, 40 Sprague Street,
Readville, Mass.
MICHIGAN
Frank H. Burkhart: Office, 327 Allen Street NW., Grand Rapids, 3 | Brandy.
Mich,; plant, Bentou Harbor, Mich,
R. Cutumins & Co., Inc.: Office, 1880 Penobscot Building, Detroit, AP-2 | Whisky.
Mich.; plant, Angell Sireet and N. C. R. R., Battle Creek, Mich.
Plymouth Distillerles, Inc.: Office, Plymoutb Mich.; plant, same. .. 3 | Whisky, alcohal,
Trenton Valley Distillers Corporation: OfBce , 584 Penobscot Build- AP-2 | Whisky.
{ng, Detroit, Mich.; plant, Trenton, Mich
MINNESOTA
Nortbrwestern Distileries, Inc.: Office, Shaxopee, Minn.; plant, AP-2 | Whisky, brandy.
same.
MISSOUR]
Appleton Dlsmlln Co.: Omce. old A leton, Mo.; plant, same.... AP-2 | Whisky.
Gpp . Johi 2 (}mvar &ﬁce,'l)( mfes north and AP-2 Do.
w»st o{ derton, Mo
McL‘ormIcks Maercanti ie & Distmery Co.:t Office, Waldren, 3 Do.
Platte County, Ma.; plant, same.
Mls.soﬂr)i quuor (;nrporan-m Office, 1509-:1 Franklin Avenue, 3 | Brandy.
0.; plant, sarm
Old Frnuklin Dist,;llery. Inc.: Office, Labadie, Mo.; lant same. ... AP-2 | Whisky.
Old Hulladay Distillery Co.: Ofice, Weston, Mo.; p t, SAMe._ - .- AP-2,3 Do.
Riley F. Robertson: Office, R obertson Apartments, Joplin Mo.; AP Do.
plant, southesst of Jdmu.
Isml:ln "l‘eiwlbaum‘l O. 6630—0 Easton Avenue, 8t. Louis, Mo.; 3 | Brandy.
Jack Danlel D«!stﬂl{ng Co.! Office, room 1001, 508 Olive Street, St. 3! Whisky.
I.Amls, Mo.; plant, 4050—+-60 Duncan Avenua, 8t. Louls, Mo.
Stoddard COun Disulun Co.:! Office, Kinder, Mo.; plant same. AP-2 Do.
O Valley Distillecion, tncd Offics, 116 Bomth 2d Breet, 1. Louls, Do.

Mao.; plant, 113-121 Eim Street, 8t. Louts, Mo.

1 Permita canceled. 1 Permits revoked,
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Dastillery permsts—Continued

Name and address Form no. Kind c. spirits
MONTANA
Yellowstone Distillerles, Inc.: Omm, 501-511 Broadway, Red Lodge, AP-3 | Whisky. ’
Mont.; plant, Red Lodge, Mont,
NEW JEASEY
Baldwin Dew Distilling Co.: Offtees, 134 miles from Sparta, Sussex 3 | Brandy.
!Ccunéy. l‘g JNlenne on road from Sparta to LaFayette, 134 miles
rom Spart
Abe C. Harker: Office, Vincentown, N. J.; plant, some. . .- 3 Do,
Babx;ker Dxlstlllery, Inc.: Office, 7-9-11 Evergreen Avecus, Neptune, 3 Do.
. J.; plant, sam
andi Dfstll‘nrs, Inc Offlce, 833 Broad Street Bank Bullding, AP-2 Do.
;‘\renton,N.JJ., plant, Kuser Avenue and Kuser Road, R. F. D, 7,
‘renton, .
ames D. Courtney: Office, R. F. D. 2, Hightstown, N. J.; plant, AP-2 Do.
pplegarth and Prospect Plains Road, Hightstown, N. J.
Distl led Liquors Corporation: Office, 265 Greenwich Sireet, New AP-2 Do.
ork, N. Y.; plant, Broad and ('hurch Streets, Flemington, N.J,
Eagle Distillery Co., Inc.: Office, 420 George Sireot, New Brunswick, AP-2 Do.
N. 1.; plant, 345-347 Delevan Street. New Brunswick, N. J.
Falrﬂeld Productlon Corporation: Oﬁlce, 41 Atlantle Street, Bridge- AP-2 Do.
N. J.; plant, Upper Deerfleld, N. J,
Freehom D[stllllng Co.: Office, Freeholrl, Monmouth County, N.T.; AP-2 Do.
lant, easL slde Manslapan A\onue, Freehold, N. J.
John A. Guhl: Office, rural route ne. 4, Trenton, N. J.; plaut, same. ADP-2 Do.
Isaac Corwin l‘hrvay& Froderick Lovi Harvey: Utlhe, Mount Free- 3 Do.
dom, N.J.; pl'mt Northeys Corner, Mount Freedom, N. J,
Lnlrd & (‘o., Inc.: Office, Scobeyville, Mounouth County, N. 1. H AP-1 Do.
plant, Scobeyvi]le. N.J. and Hazlet, N, J.
Lord 8tirling Distillerles, Inc.: Office, Pittstown, N. J: plant, AP-2 Do.
Morn‘sz County Distillery, Inc.: Office, 282 Main Street, Orange, 3 Do.
Essex County, N. J,; plant, Millbrook Roag, Dover, N J. i
New Jersey Apple CGirowers, Inc.: Office, residence of Herbert Cot- 3 Do.
trel), rural route no. 1, Matm\nn N.J.; plant, Browntown, N.J.
New Jersey Distillers: ()ﬂlce. 110-111-112 Pennlm.tnn \treet New- 3 Do.
ark, N.J.; plant, same.
o ‘Rn;-; "“;H'"‘rim Tno O, Thlily fust Zlhoesl, Wuttin per- Apr-2 Do.
; plant, sam
Oldetyme ]’Jlsm]eﬁ; Inc Office, 122 East 424 Stret, New York, AP-1{ Whisky.
N. Y.; plant, 2323 Blanchard Street. Newark, N.
Malnnlng Patrick: Office, Patrick’s Corner, Now Brunswidk, N. J.; 3 | Brandy.
pla
Rnncom Dlstlllerles, Inc.: Office, 508 Broadway', Stevens Building, 3 Do.
mden N. J.; plant, intersection of Marne Highway, Route
8, 41 aud ‘Pennsylvania R. R., Maple Shade, N. J.
Read Apﬁlajxwk Distillery: Office, 60 Pnrk Place, Newark, N. J,; AP-2 Do.
Plant, Blalrstown,
Roclkland Distilling 'Co.: Omoe, 74 Hudson Avenue, Tenafly, N.J.; 3 Da,
ant, sam
Clarence Smith Office, Phillipsburg, N. J.; plant, Ridge Road, AP-2 Do.
Harmony Townshi
Bussex Cuunty l')htllqary Co Inc.: Office, @ Main Stroet, Sussex, AP-2 Do. '
N. j’" plant, Quarcyvills, Wantage Township, Sussex County, .
8t. Croix Distilling Co,, Inc.: Office, 256 West 43d Street, New York, AP-2 | Whisky, aloohol.
N. Y.; plant, Garwood, N. J.
Van Derveer Distlllery Co,; Office, State Highway 33, Township AP-2 | Brandy.
Manalapan, Monmouth Count; W N T plant, same.
Wic}knsr-Dsll Vechia Distilling o., Inc.: Office, Haskell, N. J.; AP-2 Do.
an .
Glen Gardner Distilling Corporation: ' Office, care of Petersen, 3 | Whisky. L
Stelner & Kahan, 11 West 42d Street, New York, N. Y.; plant,
Changewater, Warren County, N. J. ,
Ahbott’s Brandy Co.:t Office, Cag? May City, N. J.; plant, Lower 3 | Brandy.
Township, Cape an County,
Bryant Dlstﬂleries Y Office, 24 Branford Place, Newark, N. J.; plaat, 3 Do.
Maln Street, Succusanna, N. .
7Immerman. Arthur W, ‘Magee and Edward J. Hanuon:? 3 Do.
gmee, Qlassboro, N, J.; plant, Rallmad Avenue, Williamstown,
o NEW MEXICO
Hobbs Distilling Co.: Office, Hobbs, N. Mex,; plant, Hobbs and AP-2 | Whisky.
New Hobbs, ex.
Batrd Danlels Co Inc.: Office, 36 Front Street, New York, N, Y.; AP-2 | Gin. ;,
DBtlllod Ll§uors Corporation: Office, 265 Omnwloh Street, Now AP-2 | Brandy. i
k, N, plant, 143 Water Straet Lyons, ! ‘1
) Perml!s revoked, ‘ ‘
. 14
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2186 INVESTIGATION OF NATiONAL RECOVERY ADMINISTRATION

Distillory. permwts—Continued
Name and address Form no. Kind of spirits
NEW MEXiCcO—continued
Duffy Malt Whiskey Corporation: Office, 23 Naylon Building, AP-2 | Whisky.
Buffalo, N. Y,; plant, Waterloo, N. Y, v € i
Dutchess County Cider Corporatfon Offie, village of Pleasant Val- AP-2 | Brandy.
ley, N, Y. plant, West Road, Pleasant Valley, N,
Fleisch Dlst{uery Corporatlon: Office, 595 Madlson Avenue, AP-2 | Alcohol, gin
New Y k Oity; plant, Charles Point, Peekskill, N
Gr&en Coulnly Frult Distliler), Inc.: Otﬂee, Depoz Slreet Catskill, AP-1 | Brandy.
Hendrlck Hudson Distlllerm, Inc.: Office, 22 East Fourtleth Street, 3 Do.
‘New York, N, Y.; glam Va]atle, N.Y.
Bimnll)' Il:*lor an: Office, Amenia, N, Y.; plant, North Street, AP-1 Do.
Jolm I-‘ Mc‘Vlullen Office, Pigeon Hill Road, Middle Hope, N. Y.; 3 Do.
New 1 ocrk Dlstulerz Corporation: Office, 7 Van Brunt Street, Brook- AP-2 | Alcohol.
&n, N. Y.; plant, same as above and 247 Fark Avenue, New York
Y.
O-Neu-Ds Vineyard & Distiliei s, Inc.: Office,  Bishop Farm’’, 4 | Brandy.
Con‘t}sus, N.Y.; plant, Academy Street and West Avenue, Naplss,
Georges Rouetet Wines Corporation: Office, Hammondsport, N. Y.! 3 Do.
lnnkt, Heammondsport, N. Y. and Forty-second Street, New
yr&gth;{)g:&smCu , Ine.:1 Office, 82 Wall Street, New York City; AP-1 | Aleohol.
01d Haviland Distillery, Inc.:! Office, 28%8 Grand Concourse, Bronx, AP-2 | Whisky.
N. Y.; plaat, 2323 Haviland Avenue, Broaxr, N. Y.
M. MecCord Corporation:? Office, 100 East 4.d Street, New AP-2 Do.
York Clty plsn Afton, Chenango ('Jmmty. N. Y.
McCord or tion:? Office, 100 East 42(1 Street, New AP-2 | Brandy.
Ym'k Olty. plant. ton, Chenango (fuunty. N. Y.
ORHIO
The American Vina{uds L,orporatlon Officy, 2626 Hamilton Ave- 3 Do
nae. Claveland 0 an
Bedford Distilling Co.: Omoa, Wenso Drive, Bedford, Obio; plant, AP-2 | 'Whisky.
south end of Wenso Drive, Bedford, Ohio.
Clg:ﬂ I}L‘nﬂllng Co.: Office, 2500 West 25tk Street, Cleveland, 3 { Brandy.
o‘ ant, same.
Lynchburg Distillery Co.: Otﬂee, 830 Sycamore Street, Cincinnati, AP-2 | Whisky, alcohol.

=}
::-

0; plant, Lynchburg,
Middletowz Distilling nrporstion, Offlce, 1200 Mahoning Bank
B ldlng, Youngstown, Ohio; plant, Four Mile Run Road,
town, Ohio.
Penn aryland Corpomtion Office, 7818 Anthoty Wayne Avenue,
Clncmnatl Ohlo lant, same,
The Salmar'Co.: Office, 2185 East 14th Street, Clevelsnd, Ohic;
1829-1833 Cemrn! Avanue. Cleve and d
ed Loewenthal Co.: Office, h Street, C!eveland, Ohio;
t, Canal Road (Aevefand 0 lo.
Vgﬂnla Distliling Co.: Office, 526 dherrg Avenue, Canton, Ohlo;
nt, 745 Ross Avenue NE., Canton
Great Northern Dlstilleﬂes Ine.: Omee, Fostorin, Ohio; plant,

Ohfo Distillery Co.%: Office, Chesapesake, Ohio; plant, same.........
OREGON

E

(Present malli
Bood River Dist. em, Ine.: Office, Hood Rfver, Oreg.. p lant, s?me.
8

Peake and E. J. Hoover: Office, 932 Southeast Morrison
Szreet, Portland, Ong., plant, Carver, Om.
PENNSYLVANIA

American Distilling Co.: Office, 135 East Forty-second Streot, New
York, N. Y.; plant, Delaware and Tasker Avenues, Phila-

delphia,

Bridnwster Dlstlllin%’ 0.: Office, Mulben'y street and Wolf Lane,
West B: water, Pa.; plant, Bridgewater, P:

Contlmutal istilling (‘orporatlon. tiice, 260 South Broad Street,
Pb Malphia, Pa.; plant, Snyder and Swanson Streets, Philadel-

’l‘ge Em‘pire Dlsull[nx Corp Office, 347 Madison Avenus,
Pm L Y.; plant, Eighty-eocond and Bartran Avenues,

s,
Joeeph 8. Finch & Co Ofce, Schenley, Pa.; plant,same..._........
1Permits revoked.

AY-]

AP-2
AP-2

AP-2
3

AP-1

AP-2
AP-1

AP-2

AP-1

Whisky, brandy.

Alcohol.
Brandy.
Whisky.
Brandy.
‘Whisky.
Brandy.

Do.
Do.

Do
Alcghol.

Whisky.
Whisky, rum

Alcobol.

Whisky.
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Distillery permits—Continued

Name and address

PENNBYLVANIA—continued

Foust Distilllng Co.: Office, Glen Rock, Pa.; plant, Springfield
Townshi York County, Pa,

Foust Distf Iing Co.:? O{Dae QGlen Rock, Pa.; plant,same__......._.

Frantz Distillers, Inc Oﬂloe, 2720 Penn Avenue, Plttsburgh Pa.;
p]nnt ‘Meyersdale, P:

Fry & Mathias, Inc.: om , Manor, Pa.; plant,

Hamburger Dlsllller% Olﬂee, 541 Wool Street Plttsbu:gh Pa,;
plant, Brownsvllle. ayette Countv. 8.

Ihckory Town Distllling Co.: Office, Hanover, York County, Pa.;
plant, Rallroad Street, Hanuver, Pa.

Highspire Distillery Co.; Offica, Highspire, Pa.; plant, Railroad
Street and Lusk Alley, Illghsplre Pa.

Kinsey Distilling Co.: "Office, 1520 Locust Street, Philadelphia, Pa.;
piant, Linfleld, Pa.

Lebanon Valloy I)lstilling Co.: Oﬂ.ce, 410 Berks County Trust
Building, Readlng, Pa.; plant. . F. D. 1, Schaeferstown, Leb-
anon County, Pa.

\Imd»lllvl’vmh\lvnulu Dlst”ling Co., Inc.: Office, 202 Trust Co.
Building Mendville, Pa.; plant, Race Street, Fifth Ward, Mead-

o, Pa

Mld-\}alley Distiiling Cornoration: Office, 398 Main Street, Arch-
bal d[)lan , Same,

ol Orche\r Distillery, Ing.: Office, room 312, 1600 Walnut Strect,
Phlladolphlu. Pa”r\fam, Fl\'crson, ("heswr Coumy,

Old Sam Lstl Office, Lemon, Pa.; plant, same ...........

Overholt & Co., Inc Omce Broad Ford, Pa.; plnnl ........

A. Overholt & Co., Inc.: Office, Hroad Ford, Pa; plant, Large, Pa.

Penu Jchemy Corporﬂtlon Office, 1501-1809 North 31st Street,

nt, s
Pennsylvania AleohorCorporauon' Oftice, Shackmaxon Street, east
of North Delaware Avenue. Philadelphia, Pa.; plant, 1015-102!
Penn Street, Philadelphia, Pa.
Pennsyhanla Dlstllllng Co, Inc.: Office, Kelly Statlon, Logsns-
port, Pa.: plant, samae.

Poblickor N hmmnro‘n‘ Alanhot Ogrocrat
South Broad Stroet, Phlladelphia, Pa, plant. Pler wa sguth
Wharves, Philadelphia, Pa.

Riverview Distilling Co.: Office, 383 Union Trust Building, Pitts-
hurgh, Pa.; plant, plant 1no. 2, New Eagle, junction of route 88 and
Mingo Creek, Carroll Township, Pa.

Rlvervlew Distilling Co.: Office, 383 Union Trust Bulldlnf Pitts-
hu.'xh, Pa.; plant, plunt no 1, Arensburg Ferry, East Miilsboro,

I uzerne Township, Pa.

Ruﬂsdn!e Dlstlll(nngo. Office, Ruffsdale, Pa.; plant, Ruffsdale,
Westmoreland County, Pa.

ﬁam ’I‘hom :}x,aCarpomtlon Offtcs, West Brownsville, Washing-

nty, . 8.

Uuited Dlstllers C}:)(porat!on' Office, 5508 Hudson Boulevard,
North Bergen, N, J.; plant, Carrolltown, Ps.

Uniontown Dmi]llng Syndlcste' Office, 30 East Fayette Street,
Uniontown, Pa.; plant, same,

PUERTO RICO

Compania Ron Romaguers, Inc.. Office, Ponce, P. R.; plant, Viila
Street corner to Moline Street. No. 43, Ponce, P. R.

Puerto Rico Distilling Co.: Offios, Arecido, P. R.; plant, Barro
Miramar, Arec{bo P. R.

Sucesion J, Serrales omc.e' Centrul Mercedita, Ponce, P, R‘,Ehnt,
Centra) Boca Chlca Municipal District of Juana Diaz,

Potrero Distillers, Ltd.:? Office, 120 Wall Street, New York City;
I’]Bl}l}t Central Juanita, Bayamon & miles by road from 8an Jusn,

UTAR

Springville Commerclal Alcohol Corporation: ! Office, Box 2010,
Salt Lake City, Utah; plant, Springville, Utah.

VIRGIN ISLANDS

Bornn Distilling Co., Inc.: OMce, St. Thomas, Vlrxin Islands;
plant, 78 Main Street, St. Thomm, Virgin Islan

The Diamond Rum Co.: Office, Diamond, Fmderlckstod 8t. Croix,
Virgin Islands; plant, Estate Dlamond, Fredericksted, 8t. Croix,
\’lrgln Islands,

A. H. Riise (operated hy Isaac Palewonsky): Office, 6 and 7 Dron-
nlngens Gade, St. Thomas, Virgin Islands; p!an'., ¢ and 7 Dron-
ningens Gade and 35 and 38 Dronningens Gade, St. Thomas,
Virgln Islands.

t Permits revokeds

Form no.

AP-2

AP-2
AP-2

AP-2
AP-1

AP-2
AP-2
AP-2
AP-2

AP-2

AP-2
AP-2
AP-2
AP-2

AP-2

AP-2

AP-1

AP-2

AP-1

AP-1

Kind of spirits

Whisky.

Do.
Do.

Do.
Do.

Brandy.
Whisky
Do.
Do.

Do.

Do.
Brandy.
Do.
Whigky.
Do.
Aicohol.
Do,
Whisky.
Alevlol.

Whisky.

Whisky, gin.

Rum,
Alcoho), rum,

Do.
Rum.

Alcohol.




9188 INVESTIGATION OF NATIONAL RECOVERY ADMINISTRATION

Distillery permits—Continued

Name and address Form no. Kind of spirits
VIRQIN ISLANDg—continued
Banta Cruz Distillers: Office, Christiunsted, St. Croix, Virgin Is- AP-1 | Rum,
]Iailds’ip]ant, Estate Hermon Hill, Christiansted, St. Croix, Virgin
slands,
The Virgin Islands Co.: Office, Christiansted, 3t. Crnix, Virgln AP-2 Do.
Island4 plant, same.
VIRGINIA
Relle Meade Products Co.: Office, Belle Meade, Vi.; plunt, sa: AP-2 [ Whisky, brandy.
A, Smith Bowman: Oﬂlue. Sunset Hills, Va.; plam, SALL AP-2 Do.
’I‘tIx? mixevmdue ‘Vlouxmln Distilleries, Inc.: Offce, Front Braudy.
oya » S8
Hickory 'l‘ow:! l)lstllling Co.: Otfice, Hanover, York County, Pa.; AP-2 Do.
plant, Charlottesviile, Va.
L. V. Kite: Office, Stanley, Va,; plant, same...._..... ..__......... 3 Do.
Kolncr Distilling Co.: Of ce, on Hermlhge Road anl R. F. & P. AP-2 ! Whisky.
.» Richmond, Va.; plant, same.
R. P P Meclowski: omea bhurlouesvmo. Va.; plant, Daie Street, 3 | Brandy.
Charlottesville, Va.
01d Dixie Distilling Co.: Office, Richmond, Va.; Cp]unt. 5 tniles south 3 | Whisky.
r\)/f Richmont, on Richmond- Petersburg Pike, Chesterfield County,
FPomell, Inc.: Office, care of F. Vernon Foster & Co., 50 Broadway, AP-2 | Brandy.
New York € ity; nlant, Ridgewood Orchard, Winchester, Va.
bhenuuduah Valley Distilling Co.: Office, Thnberville, Va.; plant, 3 Do.
Virgmn Distillery Corporation: Office, Dumbarton, Va.; plant, AP-2 | Whiskey.
Vlrglma Fruit Brandy Distilling Corporation: Office, Toler Street, AP-2 { Brandy.
South Richmond, Va.: plant, Crozet, Va.
Wayneshoro Cold btnmw Cnrporation: Omoo. Short Street and 3 Do.
O A& O trarka Wavnesharn. Va * plant, sa
Wl;]eelénr: i\re& Storage Co.:! Office, Vheeling, \\' Va., plant, Win- 3 Do.
chester,
Wheellng blce & ‘Morage Co.:! Office, Wheellng, W. Vu.; plant, 3 Do,
ynesboro, Va.
lug Tce & Storage Co.:t Office, Wheeling, W. Va.; plant, 3 Do,
lhmsonbum. Va.
C. C. Furrand J. N, Kerr:t Office, Broad Run, Va,; plant, same 3 Do.
T, H. Maddux: ! Office, Marshall, Va,; Q’l:\nt, near Markham, . 3 Do.
l\l‘l}. V. 5. Bushong: ' Offtce, Lee:zburz. plant, nesr Leesburg, 3 Do.
a.
Qle Virginny Fruit Distilleries: ! Office, Waynesboro, Va.; plant, 3 Do.
samo.
WASHINGTON
Gilmak Brewing & Distilling Corporation: Office, 1008 Securities AP-2 | Whiskey.
a}’“gm"' Seattlo, Wash.; plant, 2501 Elliott Avenus, Seattle,
QGolden Pine Distilling Co.: Office, Port Hadlock, Wash.; plant, AP-2 Do.
same.
Barney B. Lustig: Offics, 751 20th Avenuo, North Seattle, Wash.; 3] brandy.
plant, Everstt, Wash,
Northwest Distillerles, Tno.: Office, 1622 Northern Life Tower, AP-2 | Whisky.
Seat}]le, Wash.; plant, 1733 Westlake Avenue, North Seattle,
a3,
F. B. Wright, solaowner o! Wright Winery: Office, 3317 Colby Ave- 3 | Brandy.
nue, Everatt, W g ant, same.
P. Livingston Darnasl Mee, 2378 10th Aveaue, N, Seattle, Wash.; 3 Dn,
plant, Everett, Wash,
WISCONSIN
Cedar Creek Distillery, Inc.: Office, Grafton, Wis.; plant, Harmilton, AP-2 | Whisky.
<,
Hall's Distillery, Inc.: Office, Urcen Bay, Wls.; plant, Preble, AP-2 | Whisky, brandy, gin.
Brown County, Wis,
Plymouth Book Dimllery, 1nc.: Office, Piymouth, Wis.; plaot, AP-2 | Whisky.
Red sm Yeast & Products Co.: Office, 327 North 27th Street, Mil. AP-1{ Alcohol.
waukes, Wis.; plant, 921 East Bualo Street,' Milwnukee, Wis.
8t Luwr&;l{ce Distilling Co.: Office, Hartford, Wis.; plant, 8t. Law- AP-2 | Whisky, gin.
nce
QGeorge Visias:' Office, 111 West Superior 8treet, Dulutn, Minn,; 3 | Brandy.

plant, Superior, Wis.

1 Permits canesled.
¥ Permits revoixed.
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FEDERAL ALCOHOL CONTROL ADMINISTRATION DENIED APPLICATIONS FOR DISTILLERY
PERMITS

The Code of Fair Competition for the Distilled Spirits Industry, as originally
written, limited permits to plant capacity in existence or under actual process of
construction or equipment on the date it took effect, November 27, 1933; except
that the Federal Alcohol Control Administration, if it found, after hearing, addi-
tional capacity necessary to supply the consumptive demand for any type of dis-
tilled spirits, might grant a permit for such capacity. A hearing on this subject
was held on February 5, 1934, as a result of which a few additional permits were
igsued in pursuance of applications on file and under consideration at tlie hearing.
Applications filed after February 5, 1934, for permits covering new plants for
alcohol, gin, and ordinary whiskys were necessarily denied, because the Board,
having found that further additional capacity was not necessary to supply the
consumptive demand, had no power to grant them.

In explanation of the application forms shown in this report, form AP-1 was
used in applying for plant capacity in existence on the effective date of the code;
form AP-2, plants in process of construction or equipment on such date; and form
3, new plant capacity, the construction of which was commmenced after November

, 1933,

Denied applications for distillery permits

]
Name and address I Ferm no. Kind of spirits
|
AREANSAS J
Mountain Valley Springs Distillery Co., Hot Springs, Ark......... -} 3 | Whisky.
ARIZONA I’
J.J. Goodman, Nogsles, Santa Cruz County, Arlz........ ceeeeed 3 | Tequila.
CALIFORNIA l
Caliwest Distillerles Corporation, 5325 Stewart and Gray Road, 3 [ Aleohol,
Southgate, Calif.
Edward G. Cummings, & miles west of Tehachapi, Calif.._.... 3 \Vhlsk¥.
Harold Fisch, 1445-1451 Kast 57th Street, Los Angeles, Calif. 3 | Aleohol.
Harry Adallan, 163136 Waest Jefferson Street, Los Angeles, Cal 3 | Whisky, gin.
William Wahl Co. Ltd., 4310-4234 East Washington Bouleva 3 | Whisky.
Los Angales, Callf.
Universal Distillers, Inc., 842 South West Street, Anaheim, Calif.. 3 | Distilled spirits.
Sa‘cjram%ntn \;Infllay Distilleries, Inc.,, Ltd., Red Bluft, Teham 3 | Whisky.
ounty, Callf,
Rudolf William Pedersen, Sunnyvale, Calif._ 3 | Whickey, alcohol, gin.
Old Misslon Distillerles, 1st and C Streets, Benecia, Callf.. B 3 | Whisky.
M. J. Nolder, west stde of Walnut Strect, Bouth Congress Street, 3 0.
southerly P"' of Colton, Calif.
Joseph Danfel Murphy, Auroe, Calif. 3 Do.
R. Meade & N. W. Curson, Woodland, Calif.._.._... 3 | Distilled spirits.
Louis E. Brown, 1417-19 Commercial Streot, Burbank, Cali 3 | Whisky.
Kern Distillerles, Ltd., Bakersfield, Calif........ 3 | Distilled spirits,
Fenley W. Crawford, Pomona, Callf. e .- AT-3 | Whisky, aleohol.
(eorge F. Beldam, between Searchlight, Nev., and Nipton, Cali 3 Do.
COLORADO
Interuational Distillery, 3111-13-15 Walaut Street, Denver, Colo.... AP-2,3 | Whisky.
CONNECTICUT
Charles L, Portman, Farmington, Conn 3 | Distilled spirits,
Eastern Distillerles, Inc., 2-4 Center Street, Shelton, Conn. 3 | Whisky.
FLOBIDA
J. F. Jaudon, Ochopee, Fla. ..o vooun cmmene e itarenieaans 3 | Rum, brandy, gin.
Flurlld%f‘ruit Wine & Distilling Co., North Palafox Street, Pensa- 3 | Brandy.
cola, Fla,
Don P. Shockney, Daytona Besch, Fla... ... .......__......_.. 3 | Distilled spirits.
Flﬁtda F‘I‘-‘rlm Products Corporation, 2630 Southwest 28th Lane, 3 | Alcohol.
iaml, Fia.
Ssntlaaa‘Dlstﬂllng Co., Northwest 22d Street, bciween {!th and 3 | Rum,
12th Avenues, Miami, Fla.
HAWAIL
Hawaiian Fine Liquors, Ltd. Kaplolani Boulevard, Honolulu, 3 Do.
Hawail,

————— s 1 -

AU SR D S A
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Denied applications for distillery permits—Continued

Name and address Form no. Kind of #pirits
ILLINCIS
Graham Distillery Co., Rockford, Mt ____. ... ... ... AP-2 | Whisky.
Belleville Distillery Curpora!lon, South 20th Street, Belleville, St, AP-2 Da.
Clair County, 1
D, kisson, Vlanna 4 Y 3 | Brandy.
Winneb ko Dismllng Co. ., 1724 Woudruft Avenue, Rockford, Il 3 Whhky.
8treator Distiller Streator, ... . F]
Chillicothe Distil Pry ;o Chilleoths, 11 - 3 )
Gibsop Canning Co., Gibson City, Il AP-2 Dis!llled spirits.
INDIANA
Richard Lieber Brewing Corporation, 1254 South West Street, 3 | Whisky.
Indianapolis, Ind.
Dubots County Distillery, Inc., Jasper, Ind. . ... ... ... 3 Do.
Madden-Stewart, Inc., 42 South Caplto! Avenue, Indlanapolis, Ind. 3 | Distilled spirits.
10WA
Charles J. Crawford & Sons, north fractional quarter, section 2, 3 | Whisky.
T. 88 N, R. 28, Hamilton County, Iowa.
EENTUCKY
Old Blue Ribbon Distillers, Inc. Vine Grove, Ky. AP-2 Do.
Nick Bobick and Orville Blalr, Cutuberland, Ky.. 3 Do.
Wégdemsnﬁ Bre\:én & Distil]tng Corporation, 7th and (nlumbln 3 Do.
reets
old Camp Nelg)on Dlstilllug Co., Camp Nelson, Jessamine County, 3 Do.
Gmn River Distilllng Co., Owensbaro, 3 Do.
. H. Edelen, near Bardstown, Nelson County, Ky. 3 Do.
7. 'I‘ B, Browa's Son Co., Early Times, K - 3 Do.
hard E. Bray Digtillery, R, laryy: 3 Do.
FeNx W Blalr, Annem, Gmysun (,oun!y, K 3
L. A. Pachoud, L. E. Pachoud, and H, A. P 3 Dlstmed spirits.
Oid Times Dlstlllery Co., Lomsnlle. Ky. 3
0Old Hackley Distililng Clo, » Anderson Col f 3 Do
Kentucky Richland Dlsullm Co., Carrollton, Ky AP-2 Do.
Qlencoe Distillery Co., 1908 Howard Street, Louis 3 Do.
John Bond Distilling Co., Lawrenceburg, Ky..... 3 Do.
Kdmon H. Dick, Cumberlund City, Clinton County, K - AP-2 | Corn whisky.
Old Mountaiu Spring Distillery, lnc Greeubrier, Nelson County, AP-2 | Whisky.
dersou County Distiling Co Luwrenceburg, K. 3 Do.
Sewell B. Williams, Jackson, . 3 Da.
Old Hawkins Bros. Dlstlllmg Co Inc., Wiley Searcy ’l‘um]nl\e, 3 Do.
Anderson County, 7 miles southeast of Lawrenceburg, Ky.
The Lebanon I)lstilling Co., Lebanon, Ky. . 3 Do.
American Wrecking & Salvage(‘n New Hope, Nelson €* ounty, Ky_ 3 Do.
Aimerican Wrecking & Salvage Co., Eminence, Ky................. 3 Do.
LOUISIANA
Vermillion Sugsr ('o., Inc., Abbaville, La. . 3 D:smled spirits.
David 8, Meyer, Monrge, La.. .. 3 | Whisky,
Mareus H. Goldberg, Natcher, La. 3 Disulled spirits.
F.J. Aldersop, 5 miles from New Iber 8, 3 Do,
Kennelworth Distilling Co., Inc., Bmtthwalte. 3 Do.
MARYLAND
John Joseph Martin, Woodensburg Road, Glen Falls, Md 3 | Whisky. X
The Straus-Gunst Distilling Co., 20 8. Eu! t Street, Balt{ 3 | Distilled splrits.
Palmer Lee Hall, South Sandy Hook Md..o 3 | Whisky.
MASSACHUSETTS
Fliancish? %enderwﬁ. dolng business as Green Mountain Distil- 3 | Rum,
08t0;
Unlversul Dlsullarlas, Inc., ., Brockton, Mass.. ... _............__._.. 3 Whlsky, gin.
F. Howsrd Jackman, 160 Washlngton Street, North Boston, Mass. . 3 | Whisky.
MICHIGAN
Riverside Distillers & Brewers, in¢., Marine City Mich. . AP-2,3 | Whisky, alcohol, aln.
Irish Hills Distillerfes, Inc., 820 'Book Tower Buildic;, Detmlt, “Mich. AP-2 | Whisky,

MINNESOTA

('rex Carpet Co., Front and Mackubin Streets, St, Paul, Mian.._..

Do.
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Dented applications for distillery permits—Continued

Ivery
R&llroad linc, Wse,

Name and address Form po. Kind of spirits
N
MISIOURI .
Cape Girardeau Distilling Co., R. F, D. 2, Cape Girardesu, Mo.._. 3 | Whisky,
Phoenix Springs Distillery, 1710-18 South 18th treet, St. Louis, Mo. 3 Dlshlled spirits.
Nieburg Sausage Co., Inc., Washington, Mo___.._ ..__............. AP-2,3 | Whisk:
W :w elr Dilsvtlllllng Co., Missouri Avenue and Missourl Pucific tracks, AP-2 Distlned spirits.
Seda
Ozark Distilllng Co., Billings, Mo 3 | Whisky, brandy.
Old F'ranklin Dlstiuery Inc., Lab: AP-2 | Distilled spirits.
Orville E. Jennings, 1% miles soulh west of M leld, Mo AP-2,3 | Whisky.
Abraham’ Goruch, Jacob Schultz, Mrs, Esther Wasserstein, Leib 3 { Vodka.
Altman, and Jacob Boxerman, 1711 Carr Street, St. Louis, Mo.
. M. Jones, Linden, Clay Connty, Mo..... ..ol AP-2, 3 [ Whisky.
Grauclview D(stillery Corporation, Paclﬂl,, Franklin County, Mo.. 3 Do.
(lnscom:de ll\ilmllery Corporation, 334 miles from Arlington, ulaski 3 | Whisky, gin.
Wagner Distmina Co., Missouri Avenue and Missour! Pacific tracks, 3 | Whisky.
Jeaste B Smnh Liberty, Mo. ..t 3 Do,
Josaph Retsdor!, on Tanner Bridge Road, 5 miles south of Jefferson 3 3
ol Fyranklin Distillery, Inc., Labadie, Mo.. 3 Do.
v L. Leonard, Worthizgton, Mo........ 3 Do.
W. A Kirk atrlck, Joplin, Mo. 3 | Distilid spirits.
Roney Creek Distlliery, Bouthwest "City, Mo 3 | Whisky.
Harry B. Goldberg, 13l3 Vine Street, Kanm City, Mo. 3 Do.
Edward H, Gill, . T. Fisher, and F, C. Buchanan, 3 Deo.
LaFayette County,
Excelsior Chemlcal ‘& Mnnulscmrlng Co._(Charles Hootman), 3 | Distllled spirits,
Lamlne and St. Louls Streets and Missouri Pacific tracks, Sedalls,
MONTANA
Will(am D. aneg Milligan Sprlng QGallatin Ccunty, Mont. 3 | Whisky.
Johnson, 11th Avenue and 10t! t, N., Great Fall . 3 Do.
Juseph Houben, Valier, Mont.......... R 3 | Whisky and gin.
NEW JRRSEY
Quentin Distlileries, Inc., Quentin Avenue, New Brunswick, N.J._. 3 | Whisky.
NEW YORE '
Rochester Distilling Co., Inc., 928 Exchange Street, Rochester, N. Y. AP-2,3 Do.
OHIO
Clarence K. Bowman, R, D. 2, Wooster, Ohlo__.._......_........ 3 Do,
The Penn-Ohio Dlsml(ng Lorx)oratlon, Eust Indianols Avenue. 3 Do.
Youngstown, Ohlo,
OREGON
E. P. Osherg, Bandon, Oreg..-.....cceacaen- 8 | Distilied spurits.
FENNSYLVANIA
Gingrlch Brotbers, Inc., Kutztown Road, Bernharts, Berks County, 8 | Alcohal.
’l‘homss Kehoe, 80 Towpath Road, Plnston, Pa.. AP-2 Whllk!.
Keystone Distilling Co,, Bowmansdale, 3 Do.
Me‘unt.ajn gprlng Distilling Co., Inc., Raﬂroad AP-2 | Distilled spirits.
Phi]adaxphia Pure Rye Whisky Distllling Co. of Pennsylvanis, Ltd., AP-2 | Whisky.
Eddington, Bensglem Township, Bucis County, Pa. !
FUERTO RICO '
Jorge Lucas Valdivieso, (‘entral Pellejas, Adjuntas, Puerto Rico... 3 | Rum,
Jose Moises Colon, Georgetty Street, Comerio, Puerto Rico 3 Dao. .
Mario Mercado e Hijos, Guayanmg. Puerto Rico 3 ! Aleohol, rum. .
VIRGINIA .,
J 8. Witherow, Fabers, Va......... 3 Distllled spirits. -
Shenandoah Valley Distilling C Ino Tlmbervilla, 3 | Whisky. b
Bl‘ghmond Distilling Co., Inc., Nine Mile Road, Henrlco County,” 3 Do. i
W. J, Lindsay & J. H. DeHart, Stuart, Va. 3 | Distilled spirits. !
E. L. ![nxght. Ridgeway, Va............... AP-3 | Corn w f H
C. C. and J. N, Kerr, Broad Run, Va__.____ 3 . 44
Phﬂpo' t Dlstmlug Co., Phi]pott, Hanry County, V: 3 | Whisky. ',
M nea Wise and Nortton, Vlmmlu. on 3 Do. 4
1
i

B 5 s e e L e i n ® R b et nre b om we s o

e,
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Denied applications for distillery permits—Continued

Name and address Form no. Kind of spirits
VIRGINIA—continued

Old Virginia Distillers, Inc , Norfolk & Western Railroad and Bil- 3 | Corn whisky.

lings Street, Norfolk, Va,
Wheeling Ice & Btorage Co., Harrl: sonburg, Va.... . 3 | Whisky.
J. St Oaz‘ge Bryan. Wmlam QGray, John R, Thomas, P T AP-2,3 | Whisky, gin.

Bass and R. B. Jones, Ganito ‘\{llls, Clayville, Va.
Jamu 'Brysnz Worsham Sr, Puwhnt:nn, Va..... 3 | Whisky.
R. P. P. Mectewski, Chsﬂottesvllle' Va. 3 Do.
A. L. Jones, Near Virglling, Va... 3 Do,
Arthur Breeding, near Skeggs, Va.. 3 |Distilled spirits.
Beguiristain & Bresler, Ponsmouth 3 Do.
WASHINGTON, D. C.
bsrls.;)()gorge Comert, rear of 900 Quincy Street NW', Washing- 3 | Brandy.
ton, D. C.
' WASHINGTON
Mount Adams Distillerles, Biugen, Wash......... 3 Do,
John Issler, Route 4, Box 253-L, Vancouver. “Wash.. - 3 Do,
WISCONSIN

Lac La Belle Waukesha Distilling Co,, Oconomowoc, Wis...._..... 3 | Distilled splrits.
Central Distilling Co., corner of Capltal Drive and Llsbon Road, AP-2 Do. -

Wauwatosa, Wis,
Adolph J. Brsndt, Loulsburg, Wis..... 3 | Whisky.
Wisconsio Distilleries, Inc., Cudahy, Wis. 3 Do.
W. B. Gambill, (‘randon. Forest County, 3 Do.
R“SJB Dlewrlch, . L. Kraatz, and W. Wint 3 | Whisky, gla.
American Black Granite Co., Ashland, Wis.. - 3 Do.
M&vgukee Digtillery Co., 3844 North Third’ Stmt, Mil»\aukee. AP-2 | Whisky.

: WYOMING

Dabhiel Shickich, 401 Ruby Street, Kemmerer, Lincoln County, Wyo. 3 | Whisky, alcohol.

Senator CLark. I am not blaming vou; T am trying to find out
what these people did under the code.

Mr, Croare, There was no distillation in the country of whisky
before prohibition except in 5 or 6 States. It had not been {ound
practical for some reason.

Senator King. I beg vour purdon. Were you through?

Mr., Croate. 1have finished.

Senator Kina. One question. The evidence before us indicates
that the other codes make assessments upon the members of the
industry and they are not to a very large extent a charge upon the
Government. Your orgammtlon as gotten $400,000 up to date
from the Treasury of the United States. ¥Why do you not make the
industry pay for the operation?

Mr. Croate. I do not think the expenses of the direct adminis-
trative office have ever been paid by the industries. Mr. Blackwell
Smith can probably tell us that.

Senator Kinc. They have had nearly $15,000,000 or $16,000,000
out of the Treasury to run the N. R. A., but "the 'administration——

Mr. CroaTeE (interposing). The udmmlstratlon of the code author-
ities and the many regional boards is paid for by assessment on the
industry.

Senator Kinc. I was wondering why you did not impose assess-
ments.
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Mr. Croate. We did not see any particular way of doing it, and it
did not occur to us as especially desirable. After all, the function of
the F. A. C. A. is only secondarily for the benefit of the industry.
Primarily, it is for the benefit of the country at large, and the con-

sumer,
The CratrMan. All right, Mr, Choate. Thank you very much.
(Mr. Choate’s statement referred to in the testimony is as follows:)

The Federal Alcoliol Control Administration was set up to admiuister the
codes of the six alcoholic beverage industries—the distillers, rectifiers, Lrewers,
wholcsalers, wine producers, and importers. These codes, which cover cvery
section of the field except that of retail sales, omit the usual labor provisions,

“which are contained in separate codes administered by the National Recovery
Administration.

The main purposes of the six Federal Alcohol Control Administration codes,
numbered without reference to their relative importance, were as follows:

(1) Protection to the consumer against deception by false advertising, mis-
branding, and so forth.

(2) Prevention of improper trade practices, such as commercial bribery,
control of retail outlets by manufacturers or wholesalers, guarantees agains$
price decline, and the purchase of business by offers of premiums and the like.

(3) Prevention and control of excess productive capacity and excess import.

(4) Protection of State liquor laws.

(5) Strict limitation of bulk sales as a necessary protection to all regulative
measu: 8.

(68) Price control, by establishing open price posting, preventing sales at prices
not posted, and declaring ineffective posted prices which are oppressively high or
destructively low.

(7) Acquisition, by required reports, ete., of accurate information.

The intent of the codes, as we have understood it, was that these purposes
should be attained, as far as possible, by the action of the industries themselves,
sclf-policed by their own code authorities

The primary task of the Administration accordingly was the organization of the
code authorities. This was of extraordinary difficulty because the six industries
were virtually new, and had attracted into their ranks vast numbers who, without
real knowledge of any of the businesses, thought of them as a certain means to
swift enrichment. Few, if any, well-established trade associations existed,
except among the brewers. The distillers, rectifiers, and importers, being
relatively few, were organized with relative ease, and began to function com-
paratively soon. The wholesalers presented extreme ditficulties. The sales of
tax stamps indicated that there were 20,000 of them, which fortunately turned out
out to be an overestimate. The wholesalers who dealt in brewing products
were at swords points with those who sold wines and liquors. Alleged associa-
tions, purporting to be national, sprang up on every side, and submitted plans
for organization. None seemed to have substantial following, and many were
suspected of being racketcers. It was finally found nccessary to send out in
circuits throughout the United States seven teams of representatives from this
office, who, after cons:tation with advisers selected from the known respectable
wholesalers in each wet State, held separate conventions tor the beer dealers
and liquor dealers in each, and thus secured the fair election of really represen-
tative regional boards, and through them of an adequate code authority.

This campaign of organization took many weeks of careful planning. The
setting up of the Wine Code Authority presented almost equal difficulties, be-
cause of the wide separation in locality, and diversity of interest, between the
western and eastern producers. These difficulties also have been overcome, and
the Wine Code Anthority and regional committecs arc now functioning.

All of this, aud indeed all the work of the Federsal Aicohol Control Administra-~
tion was seriously delayed by the operation of the import quota system. Under
that system, in order to import, the importer had to receive not only the general
perniit to engage in the business required by the importers code, but also a specific
permit, issued under the importers marketing agreement, allowing him to import
particular goods up to an amount allotted him as his share of the total import
allowed from each country. The quotas from each country, set by the Secretaries
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of the Treasury and of Agriculture, had thus to be divided among the applicants
in accordance with their needs. ‘This task was committed, by the marketing
agreement, for the first period, to a committee of two composed of the Director
and Mr. Ray Miller, and thereafter to the Federal Aleohol Control Administra-
tion. It proved an impossible undertaking. More than a thousand persons (as
against a few score preprohil.ition importers) sought permits, stating needs ex-
ceeding all previous imports many times over. The statements were pure guess-
work, none having business experience to base them on, The hopeless attempt
to do justice in this distribution occupied nearly all the time of the director and
much of the time of the whole staff during the first 4 months, Throughout that
time thé office was swamped daily with hundreds of exasperated importers and
their representatives. The system produced infinite complaint and satisfied no-
one. It is my bhelief that no system can ever be devised under which quotas cen
be justly divided. The system, however, did prevent the enormous excess im-
port which would otherwise have undoubtedly resulted from the initial rush into
the business, but the suspension of the quota system, announced only as tempo-
rary, stimulated a flood of imports, which filled the honded warehouses with a
mass of products which has ever since plagued the industry with distress sales.
Much of this will probably never be withdrawn.

A fundamental task which has occupied the time of the Federa) Aleohol Control
Administration from the outset has heen the organization of the permit system.
Permits to engage in the industries were originally required by the codes for the
distillers, rectifiers, and importers, were not required for the brewers or for the
wholesalers of brewery products, and were required for the wine and liquor whole-
salers and for the wine producers only when the Administration should so order.
For several months, it was expected and hoped that this power to require the
issuance of permits would never have to be excrcised.  After the code authorities
for the wholeralers and for the wine industry became active, however, an insistent
demand developed from both for the application of the permit system to both
industries. Resolutions expressing this desire were received from nearly all the
regional boards of both the wholcsalers of wine and liquor and those of brewery
g\roducts. and from both western and eastern commitiees of 1the wine producers.

o ecomply with thic request of the brewery wholesalers required a code amend-
ment. A hearing on this was accordingly set, and no scrious opposition having
been manifested, an amendment was recommended to the President, and signed
by him. In view of this surprising and practically unanimous demand, the
Federal Aleohnl Control Administration directed that permits be required, and
neither then nor since has any substantial objection been expressed.

To bring the industry members under permits without hardship, it was neces-
sary, in each case, to issue blanket general permits to all, expiring on set dates.
While these were in force, the wine producers were required to file applications,
giving Information from which their character could be determined. These
applications were then checked with the records of the Alcohol Tax Unit and the
Department of Justice, in order to cateh bootleggers. Permanent permits were
issued to those whose records were clear. This system was simple enough in the
wine industry, whose members were identifiable by their bonding, under the
Internal Revenue Law. The wholesalers, however, nobody could identify. The
Federal occupational tax stamps had been taken out by thousands who were in no
sense wholesalers. It was thus necessary to have the regional boards identify
the real members of the industry and to limit the temporary wholesalers’ general
permits to those thus identified, to each of whom his regional board furnished an
authenticated copy. These will be replaced by permanent permits as the appli-
cations are received and examined.

The permit holdings, in all the industries, are under constant revision. Monthly
reports indicate activity, and those which show unexplained inactivity for 3
months are revoked. Complaints of code violations, investigated by the code
suthorities and regional boards, and those received from other sources are
examined, and when well supported, are made the subject of hearings. These,
because of the smallness of our staﬂ“ are necessarily held in Washington, except
at intervals when hearing officers and counsel are sent to distant points to hear
cases of those who prefer to wait for this convenience. The hearing officers are
lawyers who act judicially, and ordinarily take no part in any other work. After
receiving their recommendation, the board suspends or revokes the permit,
refers the case to the Department of Justice or to the State authorities for prose-
cution,rolli dismisses the complaint. The figures of these actions, as of March 15,
are as follows:
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Distillers: Beer wholcaalers:
For spirits other than Tota! permits in force.. ... 9, 542
brandy..... . __o..... 192 Revoked for inactivity.__. 0
Lessees (to operate some of Revoked for violations. ... 1
the plants of the above). 55 Suspended. __.._.__...... 202
Forbrandy... .. . _._.... 169 Prosecutions recommended 1
Warchousing only .. ... 69 | Wine and liquor wholesalers:
Total permitsinforee.... . 2,219
Total permits in force... 485 Revoked for inactivity_ . .. 0
Revoked for inactivity . .. 18 Revoked for violations._ - . 1
Revoked for violations. .. . 0 Suspended._ ... . ...._.__. 47
Revoked for crroneous is- Prosecutions recommended 0
SUANCEC- - - oo oo 3 | Wine growers:
Suspended. . _______. ... 0 Total petmits in force..... 1,183
Prosecutions recomnmended. 1 Revoked for inactivity_.__ 0
Rectifiers: Revoked for violations. ... 0
Total permits in force.___. 464 Suspended. . ... ..o.an 0
Revoked for inactivity. .- - 12 Prosecutions recommended 0
Revoked for violation. .__. 21 | Brewers:
Revoked for erroneous is- Prosecutions recommended 42
suanee. .. ... 5 Indictments obtained. - 2
Suspended 3 Injunctions obtained. .. ... 1
Prosecutions recommended. 1 Pleas of guilty obtained. .. 1
Importers: Decrees obtained. __...... 3
Total permits in force~..__. 1,200 | General:
Revoked for inactivity .. _. 234 Permit hearings held.___.. 112
Revoked for violationc._ .. 0 Revocation hearings held.. 89
Revoked for erroneous is-
SURNCE . - e e ocmmemmea . 4
Suspended. ... ... ._.... ¢
Prosecutions recommended.. ]

A remarkable fact in conueetion with these permit activitics is that in only
one case has the permittee affected brouaht suit to test the validitv of the action
taken, and that suit was promptly withdrawn. Indeed, no other litigation has
ever been commoenced against the Federal Alcohol Control Administration, ex-
cept two snits questioning actions taken on the constitution of 1egional boards,
and both of these were also immediately withdrawn. The only litigation now
pending in which the validity of any of the codes or uf any of the Federal Alcohol
Control Administration’s regulations or actions thereu.der are at issuv, arc one
or two of the prosecutions brought against brewers.

During the formative period, the officc organization of the Federal Alcobol
Control Administration evolved. It has been the fised determination of the
Director that it he kept as emall a8 may be consistent with efficiency. 1t now
consists of approximately 140 persons, divided as follows:

Office of the Director_ .. oL oo . ... . e 2
Office of the Assistant Director_ _ 3
Office of the technical adviser.__- 2
Administrative Division____.__._.__ E R, 54
Legal Division:
AOTNeyYS . i aeacaas 16
Clerieal and stenographie. - o .o iaienan 29 5
Code_Enforcement Division:
Code enforcement advisers_ - .. ..o eaiaioaoo 12
Stenographic . .. .. e imeieim - 6 8
Permit Division.._.__ 11
Reports and statistics. 9
Public relations. .. ..o e eemec e mmm e 2
146
Weekly average for past 4 weeks. . oo oo cocconncamacananas 140

The expenses of this organization were provided for, in Executive Order
No. 6474, of December 4, 1833, by an allocation of $500,000 from the appropria-
tion authorized by the National Industrial Recovery Act, and made by the
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Fourth Deficiency Act, 1933 (Public, No. 77, 73d Cong.). Of ihis sum, during
;tr;,mlggzomonths of operation, there has been expended approximately the sum of
The only section of the organization which appears to call for special comment
is the Code Enforcement Division. In this, special advisers have been appointed,
each of whom has familiarized himself with the personnel and special problems
of one of the industries and has established contact with iws code authority.
Members of the Legal Division are detailed to each of these. Other members
of the Legal Division are detsiled to conduct the hearings which have to be held
on the granting, suspension, and revocation of permits. Regulations carefully
prescribing procedure in these matters have been prepared and adopted.

The board meets frequently, and passes upon all questions of poliey and such
matters of detail as, under the codes, it is required to decide. It gives real and
careful consideration to all questions, and operates smoothly and with substantial
unanimity.

In general, I find it difficuit to gmise highly enough the devotion and efficiency
of both the board and the staff. Politics has played no part in the action of either,
and both have worked, often for excessively long hours, effectively and without
complaint.

t has been accomplished in furtherance of the several purposes of the
organization above may hest be discussed under separate headings for each.

(1) PROTECTION AGAINST DECEPTION

In this field the older established code authorities have rendered effeciive
service. Those of the brewers, distillers, and importers particularly have sup-
pressed inany objectionable advertisements and labels, a number of which were
not directly within the code prohibitions. An example was the heer labeled,
‘‘The President’s Choice’’, and adorned with pictures of the White House. This
was suppressed within 38 hours of the receipt of the complaint. The board has

repared and promulgated regulations governing labels, standards of fill (includ-
ing bottle sizes) and revised regulations governing labels and standards of identity
for distilled spirits, labeling regulations for beer, and advertising regulations for
beer and distilled spirits, and standards of identity and quality, and iabeling
regulations for wine. In the case of each of these, proposed rcgulations, prepared
with great labor and care, were submitted at public hearings, discussed with code
authorities, State representatives, and all other interested persons, rewritten
again and again, and issued only after exhaustive study of all arguments pre-
sented. They appear to have been generally accepted and to form the basis for
a uniform system of informative marking, acceptable to the various States.

When the first labeling regulations were issued, it was believed by many that
they would prove unenforceable without the aid of an enforcement force such
a8 1t is hoped this office may never have to employ. A system has now been
devised, however, which with the aid of the Treasury, should be immediately
effective. It is now in operation only in the case of the importers but will shortly
go into effect for the distillers, brewers, and. probably, the wine makers. Im-
ports will not be allowed 1o lenve the bonded warehouses except on production
of a photostat of a certificates showing previous approval by the Federal Alcohol
Control Administration of the labels on the bottles. In the same way, the store-
keeper-gaugers in the distilleries and rectifying plants and Treasury agents in.
the hreweries will permit labeling only wher the products labeled comply with
labels similarly shown to have been approved. This system should be almost
impossible for any legitimate importer or producer to evade. .

The advertising regulntions have shown immediate resulte. Most advertising
is submitted in advance for approval, and most of it requires little eriticism.
‘The Federal Aleohol Control Administration cannot, of course, control adver-
tising by retailers, and it can punish only false and mislending advertising. It
can and does, however, exert considerable influence against offensive and anti-
social advertising, and in this it has had excellent cooperation from the code
authorities, perindieals, and advertising agencies.

(2) PREVENTION OF IMPROPER TRADE PRACTICES

In this field, the code authorities of the distillers and importers have again
been successful. Those of the wholesalers and wine-producers have been too
recently organized to show important results as yet. That of the rectifiers,
having exceptionally difficult problems owing to the newness and rapid growt«h.
of the industry, and the character of some of its members, is, nevertheless,’
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beginning to attain success. That of the brewers has accomplished less. The
fact that brewers require no permits, so that nothing can be done to a code
violator except to prosecute him criminally or sue him for an injunction, haa
rendered it difficult to cope with the effects of fierce competition in inducing
brewers to buy business by giving forbidden inducements, and.to seek control of
retail outlets. The code authority has passed upon innumerable complainte, a
number of which have been approved by the Federal Alcohol Control Adminis-
tration for prosccution. A notable improvement in code observance was
observable from the moment when the first conviction was obtained.

In the industries which are subject to permits, complaints appear to produce
prompt effects.

(3) PREVENTION OF EXCESS CAPACITY

This purpose, applicable to the distillers and in a less measure to the rectifiers,
was largely accomplished when the codes were formulated. Each code required
a permit from all engaged in either industry. To prevent the expecled rush
into distilling, the Distillers Code lim:te} permits to plant capacity in existence,
under construction, or in course of equipment on the date when it took effect,
(November 27, 1933), except that the Iederal Alcohol Control Administration
if it found after hearing, additional capacity necessary o supply the consumptive
demand for any type of distilled spirits, might grant a permit for such capacity.
A hearing on this subject was held on February 5, 1934, as a result of which

ermits were denied for new capacity for gin and beverage alcohol, but granted
in limited number for whisky, fruit brandy, and rum. Kach permit was limited
not only to the use of particular equipment but also to a specified daily produe-
tion. The present authorized capacity appears adequate. and no dangerous
excess seems to have developed.

The Reetificrs’ Code contains no direet limitation as to capacity, but gives the
right to a permit only to applicants whose product can be absorbed by the prou-
able market demand. The F. A, C. A., after issuing several hundred permits,
eoncluded that the existing rectifying capacity was so large as to make it certain
that further applicants for permits to produce blended whiskies and other
ordinary products were not likely to be potential legal producers of products which
could be absorbed by the market. It accordingly, pending consideration of the
desirability of eliminating the restrictions from the code, ceased to issne further
permits except for specified products and to applicants who showed that they
could find & market for those particular products. In spite of the large authorized
capacity, no excessive production of rectified products has developed.

The restrictions on the issue of rectifiers’ and distiliers’ permits have been the
subject of bitter complaint among those excluded, and they have undoubtedly
caused much apparent injustice, particularly among the inhabitants of States
whose prohibitory laws, now repealed, were still in force during the time when
applications for permits might have been successful. They also prevented the
enlarﬁement of a number of small piants which had been successful enough o
be abie to sell more than they can make. The board having tentatively come to
the conclusion that the restrictions had served their purpose and were no longer
needed, set for hearing code amendments which intended to remove them and
to give a permit to a any respectable, properly financed applicauts whose plant
would produce taxes enough to cover the cost of the necessary Treasury super-
vision.

The amendments to the Distillers Code have been signed hy the President,
and those to the Rectifiers Code will be submitted to him shortly. In the case
of the distillers, the code will retain the provisions which give the F. A, C. A.
‘he power, if and when overproduction develops, to limit and allocate produetion.
This power may be essential in 2 or 3 years, when the warehouses are restocked
with whisky stored for aging. Till then, no real overproduction is expected, or
is likely to have serious cffcets. In the case of the rectifiers, it is thought that
overcapacity can have no ill effects, because the industry is not properly a pro-
ducer but & mere intermediate processor of goods produced by others and because
it habitually produces only as demand appears.

As to imports, excess was prevented, as already stated, by the operation of the
quota systen. No Jdanger from this source now exists, as the excessive number
of importers has effectively diminished the attractiveness of the business to new-
comers, while the large stocks remairing in bond are an effeotual deterrent to
rash conunitments for the future.
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(4) PROTECTION OF BTATE LAWS

Each of the codes forbids sales in violation of State law. This, in the industries
subject to permits, adds to the force of State legislation, the powerful sanctiou
of permit revocation. This has proved so effective that complaints on the sub-
ject have been few,

In support of the Government’s established policy of sustaining State control,
the F. A, C. A. has counsistently opposed all efforts to impose code control upnn
the retailers. Adequate control is administratively impractical for the Federal
Government in the retail field and is contrary to the policy of the twenty-first
amendent. Attempts at Federal participation in this field would recessarily
fail and might well result in State inactivity or resentment, either of which would
be productive of most injurious consequences.

(5) LIMITATION OF BULK BALES

This again was accomplished by the codes themselves, which appear to have
bheen largely self-enforcing in this respect. The policy, adopted on the theory
that if bulk sales were allowed to be made freely the States would be helpless
against the bootlegging rectailer, has been ecriticized as accounting for a part of
the high price of wines and liquors; but is understood to be considered, both by
the Treasury and by almost all of the State liquor authorities, to be necessary
both for revenue collections and for control.

{6) PRICE CONTROL

The F. A. C. A. has supervised the setting up of the open price-posting system
in each industry, requiring the use of forms which make postings comparable,
and approving regulations issued by the code authorities. It made a preliminary
study of distillers’ costs for which, however, the data proved so unsatisfactory
that the study wase suspended; and the prices of new whiskies, in regard to which
alone the costs were deemed important, have since fallen to a point which indi-
cates that profits cannot be excessive. After the receipt from various regional
boards of the Brewers Code Authority of many complaints that certain posted
prices were so low as to be destructive within the meaning of the code, a hearing
was held and extensive consideration was given to the construction of the pro-
visions in question, After thorough examination of this subject with the aid of
the Federal Trade Commission and of N. R. A., an interpretation of the destruc-
tive price provisions was issued, which it is hoped may restrain predatory prices
without preventing normal competitive offerings. No price can be condemned as
destructive except by the Administration, and none has yet been so condemned.
No fixing of minimum prices or minimum mark-ups has been attempted.

The work immediately in contemplation is mainly devoted to code enforcement,
which, with the increasing number of complaints received from the code authori-
ties, is becoming dsily more exacting. In general, it may be said that the or-
ganization stage of the work is complete and the operating stage is under way.

The main difficulty in our enforcement work and the main obhstacle to suecess
is that the available sanctions are either too mild and too slow, or too severe,
Prosecution resulting in a possible fire, perhaps finally imposed only after years
of delay, is an ineffective deterrent to the brewers. On the other hand, in the
industries subject to permits, revocation or suspension is often too stern a penalty
to be.even considered. It throws out of work, temporarily or permanently,
herhaps large numbers of workers and they are the chief sufferers from the pun-
ishment. Sometimes, moreover, even a suspension may ruin the business of the
permittee. Revocation, indecd, is a death penalty, useless and ingnpropriate
for small offenses. It does not even act as a deterrent, the offender in small viola-
tions knowing well that it will not be imposed.

Some form of punishment less stringent than revccation and much speedier
than criminal prosecution is imperatively needed. To accomplish this, the Ad-
ministration should be authorized to approve compromises of complaints of
violations, under which the person complsined against could voluntarily, if he
preferred to do so rather than be proceeded againts criminally or for revocation
of his permit, pay a moderate so-called “civil penalty” into the Treasury. Tt is
our opinion that the plan, if provided for by legislation continuing the F. A. C. A,

would probably produce immediate and effective code enforcement!

The CrareMaN. Mr. Howard Jones, representing the Distilled
Spirits Institute and the Association of Distilled Spirits Industries.
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(The witness, being duly sworn, testified as follows:)

The CHairmaN. How much time do you want, Mr. Jones?

Mr. Jones. Senator, I am here by request. I have no statement
to make. I am merely here to answer questions.

Senator CLARK. Mr. Chairman, I asked to have Dr. Doran called,
and I understood Mr. Jones came to substitute for him, but I think
Mr. Choate’s testimony has cleared up ‘he question.

The CHairMaN. Dr. Doran has sailed for wome place, I understand.

Senator Crark. I think Mr. Choate’s testimony ~overs the same
things that I wanted to ask Dr. Doran. Thank you, Mr. Jones.

. Vose, Senator King desires that you wait until he gets some
information from the Labor Department.

Next is Mr. Titus.

STATEMENT OF LOUIS TITUS, WASHINGTON, D. C., REPRESENTING
THE PETROLEUM CODE AUTHORITY

(The witness was first duly sworn by the chairman and testified
as follows:)

The CuairmanN. How much time, Mr. Titus?

Mr. Trtus. Not to exceed 20 minutes; perhaps much less.

The CHairmaNn. Try to get through in 15 minutes if you can. You
represent the Petroleum Code Authority?

Mr. Titus. Yes, sir., My purpose in appearing here is merely to
present or call to the attention of this committee some features of
Senate bill S. 2445, which is an amendment to title I of the National
Industrial Recovery Act. Those features have disturbed us a bit,
and we thought that they should be presented to you before this
hearing closed.

Under the (i)resent law, industry largely wrote the ccdes, which
were approved by the President and wngic are now in effect. I do
not mean to say that industry wrote them entirely, because they
were gone over very thoroughly by the President and by many of
his assistants, but largely the codes as they now exist were written
by industry.

Senator{{mc. Mr. Richberg stated that; did he not? He said
that the codes were written by the industries.

Mr. Trrus. Well, they were written and presented to the President,
and he made some modifications which were accepted by the industry.
Blét largely that is the way, Senator, that the codes were written by
industry.

Under this present bill, all authority in industry to participate in
code writing is practically abolished. I say that because of the sec-
tions which are contained in this bill. 1t is true that the bill provides
that industry may present a code and apply to the President for
approval. The bill provides something which the old bill did not
provide, that the President may amend it in any inanner which he
pleases. True, the industry does have 20 days, the group which has
presented the code may within 20 days withdraw the code, and there-
upon the President shall cancel the code unless he finds some other
group which may sponsor that code, but then in the event no code is
written, assuming 1t is not acceptable to the industry as written by
thg President, the bill provides that the President may write a limited
code.
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I think the word “limited” is a misnomer, because in effect it is a
full and complete code which the President may write. It applies
perticularly to labor, it provides that there may be maximum hours
and minimum wages beyond the general labor provisions, prohibits
child labor, and then it contains a provision that he may also writeinto
the code which he may impose upon industry, any prohibition against
trade practices which are generally recognized as being unfair.

Thgt is a tall order—any practice which is generally recognized as
being unfair,

Of course, it is perfectly obvious that the President himself cannot
write even one of those numerous codes, but he must depend upon his
assistants, upon the agencies perhaps which he now has, which have
been set up and which are operating, so what that really amounts to
and means is, that any trade practice which this particular com-
mittee for an industry thinks is unfair, shell be written into that code
irrespective of whether the industry approves it or not, and that code
mey be imposed upon the industry and the industry have nothing
whatever to say about it.

And finally in the last section of this new bili, there is a provision
which seems to me to state directly, although I confess that the
language is a little confusing, that all present codes as they now oxist,
shall be continued for 90 days, and in the meantime they shall be
reviewed by the President and they shall be revised by the President
to make them conform to the standards set up in this new bill.

It then says, in this provision, that no code that now exists shall be
continued beyond the 90 days unless it has been revised and approved
by the President, which seems to indicate, stating it in a negative way,
that every code which now exists may be entirely rewritten by the
President and extended for the life of this bill. So much for that.

The next feature I wish to call attention to is the method of ad-
ministering the codes under the new bill as compared with the old.
Under the old act, industry was largely self-governing. It is so stated
repeatedly by all the adminijstration authorities having to do with
codes, I think, and is a fact, because under the present codes, the code
audthorities set-up are composed almost entirely of members of the
industry,

Perhaps that is not entirely true, but it is true substantially. Under
this new bill, the code authorities must be composed entirely of pecple
not connected with the industry, if that code authority is to have ary
authority whatever. .

That 13 & rather startling thing, but we find in section 2 (c) of this
bill on page 5, a provision which 1s as follows:

There shall be no delegation of any final discretionary power under this title
to any such authority, committee, or other organization which is composed in
whole or in part of persons in the trade or industry or subdivision thereof affected.

Well then, we might have a code authority upon which there would
be members of the industry, but it would have no power of any kind,
it could do nothing, take no action, it would have no discretion, it
would have absolutely nothing to say except possibly to act in an
advisory capacity.

So that under this new bill where the codes are to be written by
these authorities, there can be no code authority upon which even a
single member of the industry is appointed. So that no industry
unger this new act can be considered as being self-governing or prac-
tically having nothing to do with the government of its own industry.
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Senator King. Has it not been felt, Mr. Titus, that there was not
an element of justice or fairness in permitting code authorities to be
judge and jury of their own controversies and in which they were
parties, and] indeed the parties, aside from the public?

Mr. Trrus. I have no doubt that that is what prompts this. I am
merely celling it to the attention of the committee because I am sure
that it has not been generally known that this violent revision, a com-
plete about-face from allowing industry to be self-governing, is now
about to take place, apparently if this bill should be passed in its
present form.

I do nut wish to debate that, Senator, because I do not have time to
debate it, but I am merely pointing to the fact that that situation
does exist iri this new bill.

y S?enator Biack. Areyou pointing it out as an argument against the
i

Mr. Trrus. I am against certain provisions of the bill.

Senator BLack. You are referring to that as an argument against
this provision?

Mr. Titus. Yes.

Senator Brack. You favor letting industry make its own rules to
govern itself with relation to the public?

Mr. Tirus. I think it has worked very wellin the last 2 years, from
my contact with it. Whether it works in every industry or not, I am
not competent to say, because I am not familiar with any other except
the petroleum industry.

Senator Kinc. Were your contacts with all branches that can be
denominated as the oil industry, the producer, the refiner, the pipe-
line operator and the wholesale dealers in petroleum products, the
retail dealers in petroleum products, including gasoline, and of which
lt)here? are hundreds of thousands? Just where have your contacts

een

Mr. Titus. My contacts have been with all of those which you
speak of excepting the pipe Jines. I have nothing to do with the
gipe-line situation. I have had quite a bit to do with all of the other

ranches of the industry,

Senator King. With the distributors?

Mr. TiTus. With the distributors; yes, sir.

Sggator King. And with the persons who sell gasoline along the
road?

Mr. Trrus. Yes, sir,

Senator Brack. And the consumers?

Mr. Tirus. I have had nothing to do with the consumers; no. It
is with the industry.

Senator BLack. What part do you think they ought to play in
the control?

Mr. Titus. I think the consumers are absolutely protected under
the present set-up, because the President has full power to withdraw
his ap%roval of a code at any time and put it out of existence if he
finds the consumers are being imposed upon. .

Serator Brack. AsI understand—1I will give you an illustration and
I want to see if that is your idea of self-government. A complaint
was made in Birmingham, Ala., against certain unfair practices of the
Oil Code which caused them to raise the price in Birmingham above

119782—86—pT 6——38
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the prices anywhere else in the State, and I sent a complaint down to
the code authorities and they informed me that they had sent a repre-
sentative of the code authority over to straighten it out, and it de-
veloped that he was an employee of the company against whom the
complaint was made. Is that your idea of self-government in
industry?

Mr. Trrus. No, sir; I would not say that that was a fair way of
treatiﬂlg a problem at all. There are undoubtedly mistakes that have
been hade and maybe some abuse. I would not say that it has been
100 percent perfect.

Passing that feature, I desire to call attention to the tremendous
authority which this new bill gives to these codes authorities. Under
this bill these code authorities will have the broadest kind of powers,
Some of them almost startling to contemplate.

First, one of the important powers given to any Federal agency
aﬁpointed b‘% this bill is the right to make use of sections 9 and 10 of
the Federal Trade Commission Act, with all of the powers granted to
the Federal Trade Commission under those two sections. Sections
9 and 10 of the Federal Trade Commission Act are the sections which
provide that any agency of the Federal Trade Commission may sub-
pena witnesses in any part of the United States, compel them to bring
books, records, papers, and documents of uny kind, compel them to
testify and give their evidence, provides for the keeping of accounts
in certain ways, and that a corporation must make any reports which
are required, and many things of that character.

This bill provides that all of those functions are to be available to
the Federal agency. It means that a large number—it is impossible
to say how many, but a very large number of boards will be set up in
Washington—they are now set up for that matter and will have the
power to subpenn witnesses all over the Unived States to bring to
Washington their records and papers and books, and there is a very
heavy penalty both by fine and imprisonment for disobedience of
the order.

It means this: That instead of one Federal Trade Commission, you
are going to have a great number of commissions with exactly the
same power that the Federal Trade Cominission now has.

Senator Kinc. Doesit not mean more than that? Does it not mean
that the present Federal Trade Commission is reduced to a condition
of incompetency, stripped of all vitality and power?

Mr. Trrus. That may be a logical conclusion, Senator. 1 had not
thought of it in exactly that way, 1t simply sets up a great number
of other boards with the same powers that the Federal Trade Com-
mission has. Whether they would take away some of the authority—
perhaps it would.  Perhaps you are right about that.

Senator King. Does it not state in effect that the Federal Trade
Comunission may do nothing in contravention of anything conferred
upon the code authority?

Mr. Trrus. 1 do not think there is anything like that in the bill,
It just grants these powers conferred in sections 9 and 10 of the Federal
Trade Commission Act. That is on page 23 of the bill.

Senator King. Proceed.

Mr. Tirus. It is a very short paragraph:

(f) The provisions, including penalties, of sections 9 and 10 of the Federal
Trade Commission Act, as ameunded, are made available to any ageney of the
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United States established or utilized under section 2 (a), and shall be applicable
to any persons subject to the provisions of this title, or any code of fair competi-
tion, agreement, order, rule, or regulation under this title, whether or not such
person is a corporation.

That is all it says, Senator,

Senator King. Did you read section 3, paragraph (g), to restrict
the powers of the Federal Trade Commission to the exercise thereof
in & manner consistent with the provisions of that section?

Mr. Tirus. I do not know exactly. I have not studied that to
know exactly what that means.

The next extraordinary power, as I think, which this bill grants to
the code authoritics is the power to levy contributions upon industry.
This code authority, which as we have already seen will be composed
entirely of governmental employees and upon which code authority
there will not be a single member of the industry, under this bill has
the power to levy unlimited contributions upon industry, and the pay-
ment of those contributions is compulsory. That money never goes
into the Treasury of the United States, it is not paid out in the ordi-
nary manner by appropriation of Congress, the Comptroller General
has no control over it.

These code authorities set up here in Washington for all of the
industries which are covered, some 400 in number, can, under this bill,
levy practically any amount of money which they think it is appro-
priate for them to expend. It is true, of course, that the President
has control all the time over that situation, but it is obviously im-
possible for the President to investigate and determine how much
money each one of the code authorities are to spend. That would
be a superhuman task. And he must depend upon the code authority
which he appoints,

Moreover, this code authority can assess each individual what he
thinks is his proper and proportionate share of the total contribution.
The individual has no remedy, the individual must pay. That code
authority may say to a member of the industry,  You pay this, this is
your proportion”’, and he must pay.

There is no limit upon the expenditure of this money; there is
nothing provided. It may be expended in enforcing the code. In a
Nation-wide industry, doubtless there would be agents of this code
authority all over the United States; probably rightly so. There
might be representatives or committees or agents in any town of any
sizein the United States of the code authority located here in Washing-
ton. The enormous number of contributions which must be collected,
of course, it is impossible to calculate. Whether a code authority
should think it necessary to have $50,000 or $50,000,000 to enforce a
code, is entirely within its own views and tle industry has nothing to
do with it and Congress has nothing to do with it. Here is set-up:
You are s ‘ting up these code authoritics with the power to levy
taxes, with power to collect money, and the money does not go into
the Tressury of the United States. It is their money to spend as they
please. That is an extraordinary power which, so far as I know, has
never been before contemplated to be given to any other bureau or
body of any kind.

Senator BLack. Do I understand that you are opposing authority
to levy assessments here, at least by the code authority, selected by
the members of that code? ‘
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Mr. Tirus. Yes; if I understand your question correctly. I think
it an extraordinary thing that a code authority which is not repre-
senting industry, which 1s representing the Government entirely——

Senator Buack (interrupting). The code authority as I understand
it is, strictly speaking, representing inclustry because it is elected by

industry.

Ml‘.%ITUS. I (f'ustUpointed out that ander this bill that situation is
ent'u'%]y changed. Under the present, law, the code authorities are
members of the industry. They are appointed by the President,
but he must appoint them from the industry. The industry does not
gelect them. 'The code suthorities are composed of members of the
industry but appointed by the President. '

Senator Brack. How do you favor getting the money to operate?
Out of the general treasury if the N. R. A. is continued?

Mr. Trirus. If this is a proper governmental function, if what the
code authorities do is & proper governmental function, then it should
be paid for by money out of the Treasury of the United States.

- Senator BarkLEY. What you said about the code with respect to
oil lerds me to ask you this: Do you think there is any special con-
dition in the oil industry that recuires a little different treatment
from that in most industries?

Mr. Trrus. Yes, I do; because oil is a natural resource, necessarily
limited in amount, we do not know what the amount is but it is
obviously limited in amount; it is & resource that should undoubtedly
be conserved, it should not be wasted, and it is a vital necessity not
only for peace times, but also absolutely vital in war times. I think
the Government of the United States has a great interest in conserving
the oil supplies of the country.

Senator Barkery. The industry as a whole has not been able to
impose much self-government upon itself.

Mr. Titus. Not upon production. It never has because there are
tens of thousands, perhaps many more than that, producers, and oil
is entirely different from any other commodity because it is a com-
modity where even the smallest individual with only one well may
strike a great pool that will produce an enormous amount of oil per
day and he may do that on very little capital. That very frequently
happens. Fresh pools come in, enormous production exists for a
short time, prices go to nothing, vast amounts of oil and gas are
wasted, the gas being blown into the air, the oil is put in bad storage
because there is no market for such a tremendous amount of oil at
the time, and it must go in storage. Those are abuses and grievous
com(iiitions in which the Federal Government undoubtedly is inter-
ested,

Senator BarxirY. How can any control be exercised over *hat
sort of a situation produced by overproduction if it is left to those
who are in the industry alone? Does not the Government have to
superimpose some sort of arbitrary authority in order to regulate it
in & way that will prevent that very thing?

Mr. Tirus. I think you are correct but I do not believe that we
will ever have satisfactory control of production through the medium
of these codes. Maybe I am wrong about that. It may be that we
will work cut some plan for controlling production under the code,
that will be satisfactory, but I think you are quite correct that so far
as the production group of petroleum is concerned, it is a matte r
which the Federal %‘rovemmont ought to take & very firm hand in .
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Senator BARkLEY. Does that not offer a reason, if thereis & reason—
1 em not saying there is—but does that not offer a reason or reasons
why the appointment of these code authorities should be more in the
hands of the Government than in the hands of the industry?

Mr. Trrus. That only applies, as I see it, to only one industry, and
that is petroleum, and to only one branch of the petroleum industry,
and that is production. The great bulk of code committees’ work is
pot with production at all. It is with the distribution of gasoline and
other petroleum products. That is the great bulk of the work.

Senator BarkLry. How can we get away from the charge that the
big people in any industry are going to make codes to suit themselves
or their interests if we do not set up a sort of independent body rep-
resenting the public, including everybody intorested, including the
consumers?

Mr. Trrus. 1 think that perhaps some change in the present set-up
should be made, but to take away industry’s entire representation, give
it no voice in this matter, and also give it no voice in the amount of
money that is to be raised from itself, and the amount of money that
is to be expended, it seems to me that is going beyond the bounds of
any reasonuble application of sound principles to this industry.

Senator BarxLEY. I understand that you favor the continuation
of the N. R. A.?

Mr. Tirus. Oh, yes. I am sure the code hias operated very well as
far as the petroleum industry is concerned. T do not pretend to speak
for anything else.

The CHatrMaAN. You think it has been helpful?

Mr. Trrus. 1 amn sure it has been very helpful, Mr. Chairman.
The Petroleum Code as operated has been very helpful, and if this
bill were to continue the codes as they are, or the set-up as it is, or
with minor modifications, T would not be here at all, but it seems to
me that you are taking away most of the virtues of the present act
by this new bill.

Senator BLack. You are a lawyer?

Mr. Titus. Yes.

Senator Brack. Do you practice in Washington?

Mr. Titus. Yes.

Senator BLack. Whom do you represent here?

Mr. Trrus. T represent what is called the ‘‘Petroleum Code
Authority .

Senator BLack. Are you their regularly retained attorney?

Mr, Trrus. Yes, sir.

(b;e‘r?xator Brack. Did you represent them before they formed the
code?

Mr. Tirus. No, sir.

Senator Brack. You have been employed since then?

Mr. Titus. I was employed by the code committee after the
President appointed it.

Senator Brack. You represent the p:oducers then, and not the
Government? Whay I am trying to ge’ at is your employment,.

Mr. Trrus. 1 do not represent the (Government in any sense.

Senator BLack. You represent the trace association?

Mr. Trrus. Yes. .

Senator Brack. For production only?
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Mr, Tirus. Oh, no. I represent what is called the planning and
coordination committee, which is 8 committee set up in the Petroleum
Code for the administration of the -code. That committee was
appointed by the President and is composed, with two exceptions,
entirely of members of the industry selected by the President. That
committee appointed by the President has retained me as counsel.

hiSegult;)r Brack. Are you speaking their views in connection with
this byll?

Mr. Titus. I think I am so far as I can determine. There has been
no meeting and I have only seen a few of them individually since this
bill was available.

Senator Brack. Do you represent any other code authorities?

Mr. Tirus. No, sir.

Senator Brack. Are all of these domestic producers of oil?

Mr. Titus. Yes, sir.

Senator BLack. So that you are representing here in your capacity
as a lawyer, you do represent only domestic ptnducers of oil in
America?

Mr. Tirus. Yes; but I do not——

Senator Brack (interrupting). You do not represent any that
import oil?

Mr. Trrus. In this sense. I do not represent any individual
companies at all. I am not the attorney for any one of these com-

anies that are represented on this code committee. 1am the attorney
or the group and only as a group.

Sanator BLack. Are you engaged in the general practice outside
of that?

Mr. Tirus. Yes.

Senator BLack. So that this is just one of your representations?

Mr. Tirus. Yes, sir.

Sen?a.tor King. You have represented the oil interests for many
years?

Mr. Tirus. I have represented some of the oil interests, Senator.

b‘en?ator Barxiey. You practiced here generally for a number of
years?

Mr. Tirus. For about 15 years.

Senator King. Here and in California?

Mr. Tirus. Yes, sir,

Senator King. What salary do you get?

Mr. Trrus. $22,500 a year.

Senator Buack. That 1s from this code authority alone?

Mr. Titus. Yes, sir.

Senator King. Then you have your practice besides?

Mr. Titus. Yes, sir.

Senator BARKLEY. Is that an individual employment or is it the
employment of your firm?

Mr. Tiwrus. Noj; it is an individual; I have no firm.

Selx;ator Brack. Did you represent them when they got the tariff
on oil?

Mr. Trtus. I represented an entirely different group at that time.
1 represented a group of what are called ‘“‘independent producers.”

Senator Brack. Did you participate in the efforts to pass the
tariff bill?

Mr. Trtus. I wrote & brief which I think was printed in the record
at the hearings. Yes, sir; I did to that extent,.
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Senator Kinc. Who are the members of the Oil Code Authority to

whom you referred? 3
fI\*}Ilr. Trrus. I am sorry I did not bring a list. There are 22 or 23
of them.

Senator BLack. Are they representatives of the Standard Oil Co.
the Shell Oil Co., the Gulf Oil Co., and those large units in the oi
industry?

Mr. Trrus. The committee is about equally divided between mem-
bers representing what we might call major companies and independ-
ents:

The CaairMAN (interrupting). Who was the first chairman of that
committee”

Mr. Trrus. Wirt Franklin.

The CrairMaN, Mr. Franklin is one of the leading independent
oil people in the country?

Mr. Trrus. Yes.

The Cuairman. As I recall it, he has been before the committees
-, all the time fighting for the independents.

Mr. Titus. Yes. He is still a member of the committee; he is no
longer chairman.

Senator BarkLEY. Does the tariff do the oil industry as much good
as the codes have done it?

Mr. Trtus. 1 could not compare the two. 1 believe they have both
done good.

Senator King. By that you mean they have increased the profits
of tﬁ]e ?oil companies or made it possible for them to increase their
profits

Mr. Trrus. The profits of the oil companies have certainly not
been unduly high.

Senator King. We have evidence of some of the dividends of the
Standard Oil Co. of New Jersey, the Indiana Oil Co., and the Gulf
0il Co., and so forth,

Mr. Trrus. The profits of the oil companies, except possibly those
engaged very largely in production, have been very meager for the past
several years. Prior to that time I think their profits wes~ -ary

arge.

’%he CrairmaN. The general oil situation has improved has it not?

Mr, Trtus. It has very much improved.

Senator BLack. When you say improved, do you mean improved
as to profits or consuniers’ prices?

Mr. Trrus. It hasimproved in many ways. Itis not an advantage
to the consumer to get his gasoline below the cost of production. It
might be an advantage to him at the moment the day he buys it,
but every time a consumer buys gasoline belcw cost, somebody has
got to pay for it sometime, somewhere in the long run.

Senator Brack. You recommend of course that this code continue
having a provision fixing a price below which you cannot sell.

Mr. TiTrus. We have no such provision in the code and are not
a.sll;ing for any such provision. We have had no price fixing under our
code.

Senator BLack. Then of course the oil companies do not fix prices?

Mr. Titus. No; they do not.

Senator Kina. Has not the Qil Institute for years practically
dominated the petroleum industry or the Petroleum Institute?

v o e
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Mr. Trrus. Do you mean the American Petroleum Institute?

Senator King. Yes.

Mr. Trrus. I do not think so. The American Petroleum Institute
is composed of several thousand members of the industry. It is con-
cerned with research work, with statistical work, with scientific work.
It does not engage in any way in business. It does not dominate.
As T understand it, it does not dominate at all. I am a member of the
Amerjcan Petroleum Institute and I get their statistical bulletin every
month or so.

The CaairMaN. Is it made up of independents as well as major
companies?

Mr. Tirus. Very largely independents. In fact, the great majority
of members of the American Petroleum Institute are independents.

Senator Kina. What is the total amount of assessments levied
upgn? the producers or upon the oil industry for the enforcement of the
code

Mr. Tirus. I could not give you any idea. I would be glad to if I
knew, but I do not know anything about it. I know they pay my
salary; that is all I know.

Senator Buack. That salary is the only one that you get from any
oil company or any one group?

Mzr. Trrus. Yes, sir,

Senator Brack. You report on legislation from time to time, do
you not, to the members?

Mz, Tirus. I think this is the only thing I have ever made a report
on, this particular bill. I do not recall any other legislation that
I have reported on.

Sensator BLack. You did not make reports on the progress of the
tariff legislation?

Mr. TiTus. Oh, j o8; I might have done that.

Senator Brack. From day to day?

Mr. Titus. Yes; but that has nothing to do with this code author-
ity. There was no code authority at that time,

Senator BARkLEY. You of course report to your employers when-
ever there is anything to report.

Mr. Titus. 1 conceive that to be my duty; yes, sir.

There is one other provision which I must take the time to call
attention to, and that is the provision with regard to the antitrust
laws and agreements which again reverses the whole policy as set
forth in the present act. There is a provision in this bill that is found
in section 5, page 13, of the bill that nothing in the title shall be con-
strued to amend or repeal any provision of the antitrust laws.

It is provided that agreements between members of the industry
may be made, and if the President finds that those agreements do not
tend to create monopoly, do not tend to oppress or discriminate
against small enterprises and do otherwise tend to effectuate the
policy of Congress as set forth in this bill, then he may approve such
agreements, That provision is almost exactly similar so far to the
provision in the present law, but the present law goes further and sa} 3
that when such agreement has been approved by the President and
after he has made those findings that the agreement does not tend to
create monopoly and does not tend to discriminate against small enter-
prises and when he has found that it tends to effectuate the policy of
Congress and therefore has approved the agreement, then the signers
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]of the agreement shall be exempt from prosecution under the antitrust
aws.

In other words, there are certain kinds of agreements which may
tend to restrain trade, but which have nothing to do with monopoly
and which may be of benefit to everyone including the public. For
instance, we believe—there may be people who disagree with us—we
believe that where there is a vicious price cutting, away beloy the
cost of production, we believe that that is an injury to eve:, body,
including the public, and agreements in the industry to.prevent that
extreme price cutting below the cost of production do not tend to
create monopoly. On the other hand, thefy tend to prevent monopoly,
because if price cutting below the cost of production, continues long
enough, the small companies are necessarily wiped out and only the
bigger companies can survive.

Senator Brack. 1 understood you to say that these people had no
such agreements?

Mr. Tirus. I say we have had no price fixing under the code,
and I do say also that so far as I know there is no agreement about
price fixing, but there might be such an agreement made.

Senator Brack. You think that the fact that all of these companies
sell gasoline at the same price when you drive up to their stations, is
merely a fortuitous accident?

Mr. Trrus. That is & long discussion. It is like anything else; it is
like most anything else. You buy meat in a butcher shop and when
you go across the street it is generally the same price in the two butcher
shops. You buy the same brand of a suit of clothes, one in one store
and another in another store, and you will probably find the same price
on the two brands.

Senator Brack. On different brands of clothes you do not usually
find the same price in different stores.

Mr. Trrus. If they are the same quality; yes. If the gasoline is of
the same quality, the price ought to be the same, otherwise one com-
peny would do all of the business.

It is perfectly obvious that if one company cuts the price of gasoline
materially, that every other company must go down to that price.

Senator BLack. And if one of them raised it, the others must go up
to it accidentally?

Mr. Titus. ’they do not have to go up to it, but if they did not go
up to it, the other would have to put his price back, he would have to
drop his price immediately. It could not last a single daﬁ'.

Senator Brack. Therefore you think it is accidental that they all
sell at the same price?

Mr. Titus. I do not say it is entirely accidental.

Senator Brack. If it is not by design it must be accidental?

Mr. Tirus. It is not by agreement. Let us put it that way.

Senator Brack. You mean it is not by an agreement signed on the
dotted line?

Mr. Trrus. It is not by an agreement signed or unsigned, verbal
or written,

Senator BLack. Just simply an accident of the trade?

Mr. Tirus. Well, I do not like the word ‘“‘accident.” However,
I am not really prepared o discuss that entire question; it is a long
subject. The fact of the matter is that the prices of gasoline through-
out the United States have been, under the code, extraordinarily lnw.
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The companies have lost money on the average in selling gasoline.
All of the reports will show that.
Senator Brack. Have you ever had an accountant go cver their
reports to see what they are charging up as expenses?
r. Tirus. No, sir; I have not.
Senator BLack. What they were charging up to subsidiaries?
Mr. Tirus. No, sir.
ator BLack. What they were charging up to affiliates?
. Titus. No, sir.

Senator Brack. What they were charging up for bonuses and
salaries? .

Mr. Tirus. No, sir; I have not.

The CrairsaN, Was thga.mm&thmg else, Mr. Titus?

Mr. Trrus. I just.wetit to finis mhuuie thought about the anti-
trust laws. Whetlier it was wise or not—Idp not want to debate it
because that prfll take all day—but the present™N. R. A. does amend
the antitrup€laws do thgt. It provides thgt a%:'eements may

i i e in violation

Wwfis it oxidte now.

a%p’ at_ut. \I doshottwant to afgue that at
Th¢ Wl provides that the President ngay approve
e 8 asfthe presant act,iafter he makes these
ides that i he dbes.approve the;‘hgreement,

may be w;ge to
all, Put there it is.

igning th agreement are subject to prosecutfon just the
sami d never approved it. .
you are d something here which ought not

one. If it is the policy of the Congresk to allow $he President
Ayove agreements,es now under the present lag, if it is the
¢ Congress thiut that kind of agreement after thorough in-
W ought to*de-permitted, t it ought g0 be a complete
clearance % the people who sign it. They oughito be able to rely
upon the Préaident’s approval that it is a valid #preement.

Under this bil, the President’s approval unts to nothing what-
ever. It is just exmetly as if he had newertigned it.

So that that ]provis:o'n‘ ‘ought-40~58 changed to correspond to the
present law or else taken out. There is no point putting in anything
about the President approving agreements if his approval means
nothing after he has done it.

There i+ just one more point and that relates to the question of
production. Without arguing the matter, the viewpoint I think gen-
erally of the industry, and I think the viewpoint of the committee is
that the production of oil must be under some kind of control. The
provisions in this bill for control of erude-oil production, are, in our
opinion, eptirely ineffective. Without taking the time to point out,
Wlixich 1 could readily do, why they are ineffective, I would like to
submit to this committee a memorandum in writing showing the
necessity of control of crude-oil production and why the provisions in
this bill are not adequate.

The CrarrMaN. You can put in Iyl'our memorandum or you can
elaborate on any of your statements here that you desire to.
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STATEMENT OF HON. ROBERT L. OWEN, FORMER UNITED STATES
SENATOR FROM THE STATE OF OKLAHOMA

Senator Owen wanted to make a statement to the committee and
he had an amendment he wanted to suggest. You may do it right
from where you are, Senator. I think the committee can hear you.

Mr. Owen. Mr. Chairmean, I would like to suggest to the com-
mittee this very short suggested amendment. I would be glad to
have it read to the committee,

(The same is as follows:)

Proposed amendment to Senate bill (8. 2445) on page 7 after line 11:

‘‘Members of the trade codes and other citizens shall have the right to co-
operate in protecting themselves against practices dcclared unfair or deceptive
by any code or which have been held unfair or deceptive in principle by the Fed-
eral Trade Commission.”

The CuarrmMaN. Very well, Senator.

Mr. OweN. The antitrust law as administered had a case go before
the Supreme Court of the United States known as the *Be:chnut Bacon
case’”’, in which the Beechnut Co. had fixed an arbitrarv price for the
retail trade of their product. The Supreme Court lLield that while
they had a right to refuse to sell their product to any wholesaler,
they had no right by cooperative methods to fix & price to the retailer.
That hecanie the basis of the actions taken by the Federal Trade
Commission in which complaints would be filed against any company
using cooperative methods to sustain a fixed price which might
be and probably was injurious to the public interest; but out of
that decision and out of that practice has arisen another evil in this,
that the companies having their own product to sell, would buy
wholesale from the manufacturer a product which had a Nation-
wide reputation based upon advertisenient and based upon the public
approval, and they would sell that product at below the cost at which
it was sold wholesale to the retailer; and in that way, having a com-
petitive product of their own, by selling below the cost at which the
retail distributor of the product could afford to sell it, they would
break down the distributive processes of the manufacturer.

It is an unfair practice. The codes have pointed out that that was
an unfair practice and a number of them have made provisions de-
claring it an unfair practice. The Federal Trade Commission, I am
sure, would hold that that was an unfair or deceptive practice, because
the public is deceived by selling a product below the cost of production
or bfilow the cost at which the manufatcurer could fairly sell it to the
retaller.

This matter has been considered by the Department of Commerce
and a report has been made upon it in another bill, but I would ven-
ture to suggest, Mr. Chairman, if T might, that this item be sent to
the Secretary of Commerce for a specific report so that the Depart-
ment itself might, give the reasons why such a provision is justified.

The Cuarrman. Senator, I have given instructions to the clerk to
get that report from the Department of Commerce, Assistant Secre-
tary, Mr. Dickinson.

Mr. Owen. I thank you, sir.

The CHAIRMAN. Thank you very much.

I understand that Mr. Stuart has to catch a train and that his
statement will be very brief. Mr. Stuart, we will hear from you now.
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TESTIMONY OF G. S. STUART, PHILADELPHIA, PA., REPRESENT-
ING THE MASTER PAINTERS AND DECORATORS ASSOCIATION
OF PENNSYLVANIA

(The witness was first duly sworn.) ‘

Mr. StuarT. Gentlemen, I represent the Mauster Painters and
Decorators Association of fl’ennsylvania, a subdivision of the Inter-
national Society of Master Painters and Decorators, Inc., covering
the United States and Canada.

The business of our members is painting, paper hanging, and
decorating, the largest subcontracting brancﬁ of the second largest
industry in the United States, the construction industry. There are
more than 54,000 members of our industry in the United States,
employing upward of 400,000 journeymen mechanics, doing a volume
of business in excess of $200,000,000 per year. Of these, 6,900 mem-
bers of the industry are located in %ennsylvauiu, employing 62,000
journeymen and doing an annual business of $22,000,000.

Representing this mndustry I appear before your honorable com-
mittee to urge the extension of the National Industrial Recovery Act
for an additional 2 years or longer. My reasons for such contention
may be best authenticated by appesling to the record of conditions.

en the National Industrial Recovery Act was enacted into law
June 16, 1933, business conditions in this industry were deplorable,
if not chaotic. The volume of business was at the lowest ebb in the
history of the industry. Journeymen mechanics habitually following
the pursuits of this trade, were without employmert in vast numbers.
Those fortunate enought to be employed were forced by economic
conditions to offer their services at greatly reduced wage rates, Com-
petition among employers was of the most vicious variety, the trade
was without standardization, specifications were more honored by
their breach than by their observance. What business there was,
was auctioned off by skilled purchasers to greedy competitors seeking
to hold together the semblance of an organization with scarcely the
remotest chunce of profit.

The industry was chaotic, capital invested was greatly reduced by
stucfendous losses, property owners were victimized by job skinning,
and skilled journeymen dependent for their livelihood upon this in-
dustry were left to walk the streets in desperation. Such a sad pic-
ture not only menaced the well-being, but threatened the very founda-
tion structure of an industry representing a large volume of business
snd giving steady employment to a %&rge number of deserving
mechanics.

The advent of the National Industrial Recovery Act resulted in the
formulation, establishment, and approval by the President, of the
Code of Fair Competition tor the Painting, Paper Hanging, and
Decorating Industry. A national code authority truly representsa-
tive of the industry was speedily appointed and approved by N. R. A.
Stabilizing processes outlined in our code of fair competition started
to work. The members of this industry supported that code as their
only salvation, and while [ cannot say that these first 2 years have
resulted in a completely stabilized job for the painting, paper hanging,
and decorating industry, I can report that there has been very sub-
stantial improvement. Property owners can now be assured of jobs
being executed in strict conformity with specifications, a condition
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which did not formerly prevail. Services and materials are now

offered to owners at prices at least covering costs. Secret rebates, .

refunds, and commissions have been outlawed. Lumping or con-
tracting the lahor services of a job have been eliminated. Employ-
ment has definitely increased, wage levels have risen, the property
owner is now assured the workmanship and materials he bargained
to receive. Materials are furnished as offered without substitution
or dilution, which was quite a common practice in the old days of
vicious competition. General business in the industry has definitely
improved with the devastating depression securely checked and under
contro] for the first time.

The stabilization program embodying fair trade practices among
the employers of this industry has by no means been completed.
It has been effectively started. We are on our way to satisfactory
business conditions. Results from the industry will substantiate
the better feeling among competitors that there is at least some
security in the belief that all competitors are subject to the same
conditions. It will require at least an additional 2-year period to
make the operations of the stabilization of practices for both em-
ployers and labor reasonably effective. For this reason we appeal to
your honorable body to recommend an extension of the National
Industrial Recovery Act in order to allow the members of this
industry to carry out their cherished desires.

The most feasible and expedient method of relieving unemploy-
ment is to limit maximum hours by legislation. Purchasing power
can only be maintained under depressed economic conditions by fixing
through legislation, an irreducible minimum below which skilled wage
levels may not go. Fair competition can only be established in
depression times by legislation which forbids the unfair, unscrupulous
practices to which desperation drives competitors in industry. Assur-
ances that materials and workmanship will be delivered to the prop-
erty owner and the general public as bargained for, can onfy ge

uaranteed when competitive conditions are reasonably standardized.

urely that legislation is in the public interest which aims to inculcate
in industry, the principles of fair trade practice through honest com-
petition, that aims to improve the working conditions of laber
through the payment of livable wages and that assures the property
owner an honest job at a fair price.

Should the National Industrial Recovery Act not be extended, it
is this industry’s firm conviction that business conditions in this
trade will relapse into an even worse chaotic state than that in which
it was found in June 1933. We exhort you to prevent any such
disaster by continuing the National Industrial Recovery Act.

The CraimrmaN. Thank you very much.

Mr. STuart. Thank you for hearing me.

Senator BargLEY. Does your statement show the increase in
employment since June 1933 in your industry, by numbers?

Mr. StuarT. It does not in this brief. But we have noticed a
marked increase. We have figures to show a marked increase there,

Senator BarkLey. Will you be able to supply that with your state-
ment for the record?

Mr. Stuarr. Yes, -

The CrairmAN, Send it down to the clerk.,

TR I s o sl 1t =
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. Mr. Javits, you are the first one to be taken on this afternoon. It
is now 12 o’clock. The committee will recess to meet at 2 o’clock
in the District of Columbia Committee room. )

(Whereupon, at 12 o’clock noon, the hearing is recessed until 2
o’clock of the same day as noted.)

AFTER RECEBS

(THe hearing was resumed at 2 p. m. as noted.)
Senator KiNG (presiding). The committee will be in order,
I offer for the record & letter from Mr. Hartley G. Ward.

REMINGTON WARD,
Newport, R. I., April 9, 1935,
CoMMITTEE INVESTIGATING NATIONAL RECOVERY ADMINISTRATION,
United States Senate, Washinglon, D. C.

GENTLEMEN: I presume you are besieged with complaints and reports on
National Recovery Administration activities, and for this reason I have refrained
from writing earlier, but if you have not already given consideration to the
Graphic Arts Code, I believe you will find therein one of the finest examples of
the code in oppressing small business.

I have a mass of correspondence in this regard between this office, and the code
authority, the Rhode Island Typothetae, and various departments in Washington,
1 have gone into the matter in detail with the National Recovery Administration
authoritics. They have been extremely polite in the matter, but have never
given a definite answer to the many points brought up. The code authority are
arbitrary, and show little sympathy for anyone not in favor of their methods.
We ended a very interesting correspondence by their referring me to the President
of the United States, as being the one who wrote the code, and therefore respon-
sible for it.

Outstanding in unfairness, was the fact that unless one belonged to the United
Typothetae of America, one could not be represented on the code authority. In
other words, the typothetae ran things just to suit themselves, and the inde-

ndent printer (large and small) had no say in his own code administration.

nere were many other points almost as unfair—such as complicated cost-finding
syatems; high hourly costs; code nents; unn ry code overhead; ete.

I have always felt that a code for printers would be acceptable, and desirable.
But every printer should have representation of some kind, and it should not be
left to any one group of printers to foist their pet plans ou the industry as a whole.

I would be pleased to go more into detail in this matter if it will be of any help
to you, but I don’t wish to burden you with anything, if you already have the facts
at hand. The code in its present form is entircly unworkable, and provokes a
great hardship on the industry as a whole.

Very respectfully,

A. HArTLEY G. WARD,

Senator Kina. I offer for the record a letter addressed to the chair-
manb of the committee by the New England Jobbers & Manufacturers
Millinery Association, stating that at a meeting of the association
representing all of those engaged in manufacturing and marketing
millinery in New England, that there was great concern over the ever-
increasing cost of conducting business due to the expense and restric-
tions imposed in the code.

New ENGLAND JoBBERS & MANUFACTURERS

MILLINERY ABSOCIATION,

Boston, Maass., March 7, 1985.
Chairman HARRISON, .

Uniled States Senate Finance Commiltee,
Washington, D. C.
DEeAR SIR: At a8 meeting of our association which re&resenta all those engaged in

the manufacture and marketing of millinery here in New England, great concern
was voiced, expressly among the manufacturers, 88 to the ever-increasing coat of
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conducting our business owing to the expense and restrictions imposed upon us
by the National IRecovery Administration Millinery Code,

QOur industry, by code figures, showed a volume of but $105,000,000 last year,
and was taxed by the code authority $576,628.27. This amount was obtained
by selling to the trade National Recovery Administration labels which are sewn
in all hats sold.

The figures given above represent far too great a burden for our industry
which, to quote our code authority in their annual report just published: “We
ought to feel rather proud of what has been accomplished, despite the fact that
the industry, by and large, has not been prosperous for either workers or manage-
ment, due to the depressed state of consumption.”

The code authority have fitted up their New York office headquarters in an
extravagant and lavish way at a cost as follows:

Office furniture (desks) - . - - o - e icccimeann $6, 068, 87

Office equipment (typewriters)___ 1, 537. 12
Office furnishings (carpeting) ___. 1, 646, 34
Shelvings. - ___ ... _____. 1, 263. 94
Partitions and constructions. 5, 219. 45
Eleetric fixtures. . oo iioaan 2, 369. 28

Total. e 18, 105. 00

In this office are installed our code director, salary, $20,000 per year; code
secretary, $10,000 per year; code author, $10,000 per year.

These salaries are excessive for the total amount of business of our industry,
and are far more than the vast majority of our members can hope to earn.

1t is not alone the expense of maintaining the above useless machinery, but the
un-American way of inspection, both of our books and workrooms which, to our
way of thinking, violates the constitutional right of personal liberty.

The code provides for classified and minimum wages for every operation of our
work and reduces wvorking hours to 33 per week (except for a limited time in rush
seasons), which leaves 1.0 elasticity of judgment for the harassed manufacturer
who, under the code law, has his costs fixed, and is then left to eutthroat com-
petition in selling his product to compete with the rest of the trade where there
is an annunl 20-pereent mortality.

If our code continues, there scems no other way out, other than many of our
best people will be forced to join the ranks of next yvear’s 20 percent, which is not
an encouraging cutlook for anyone.

If our Government feels that sweatshops and exploitation of child labor should
be atopped (and this any honest-thinking man will agree to), let a lJaw be passed
covering the above, with teeth in it so that the grafter and chiseler will not try
to evade and nullify its effects; hand the same over to the Department of Justice
to enforce; then all will be well.

[Inder the above regulation, there would be no need of all these many different
codes with their exaggerated expense nccounts eating the very lifeblood out of
our business and taxing the consuming public beyvond their ability to pay.

Our association knows of no other way to express our views other than to write
to you who are 8o placed that you may use your valued influence to abolish thie
cumbersome and expensive un-Anierican practice.

With sincere thanks for your cooperation, we remain,

Yours sincerely,
NEw Fxgranp JoBBERY & MANUFACTURERS
MILLINERY ASSOCIATION,
A. R. Cook.

Senator King. I offer for the record also a letter from Mr. Frederick
J. Wetder, treasurer of the Barr & Creelman Co., plumbing and heat-
ing contractors of Rochester, N. Y.

Senator King,
Senate Office Building, Washington, D. C.

Dear Sir: It is with deep appreciation that I learn of your interest in the
present investigation of the National Recovery Administration and I do trust
that you wili keep up the fight against the renewal of this act for it takes little
imagination to realize how detrimenal the National Recovery Administration has
been to sinall husiness interests, as prantically no small business has gained
anything through the codes hrought about by National Recovery Administration.

ApriL 9, 1935.

e o bt 1
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I believe that it is generally understood that when this act was first made a
law, it was brought about by big interests feeling that the small business firms
affered them too much competition and the only means of correcting it was to
bring about an evil such as this act, to throttle the little fellow and thereby
eliminate competition so that the profits of the monopolies could be further
increased. This is proved by the large profit shown by a great many of the
larger interests since this act was made a law.

ny one who takes the time to read the various codes written by these selfish
interesta can readily see that none are written with the interest of the small
busi man in mind, when one realizes that over 40 codes have restrictions and
limitAtions as to any individual starting in business covered by these codes, it
is readily understood that their intent is to kill any incentive, initiative, and
ambition that one might have in order that the field of these respective businesses
f'(l)(um be reserved for themselves. This one point alone is anything but American-
ike.

As to the 17 points offered by Mr. Richberg for correction of the existing law,
surely these are the most vague and confusing generalities that anyone could
imagine,

ost small business men realize that Mr. Richberg does not know what it is
all abont, for in the first place not having hed business expericnee he cannot see
it from a small business inan’s viewpoint.

Mr. Richberg also mentioned that 3,000,000 jobs have been created by National
Recovery Administration. This is imaginary and the writer doubts if he can
glrove this number of jobs being caused by improved conditions brought about by

ational Recovery Administration., Undoubtediy what he means is that there
are this number of new jobs created under the bureaucracy of National Recovery
Administration, those of paid clerical help, secretaries and so-called ‘'brain
trusters’’ who have secured positions on National Recovery Administration
boards at the expense of the small business.

Where Mr. Richberg or his cohorts expects the small business man to keep
getting funds to keep paying for the expense of the National Recovery Adminis-
tration is more than one can understand.

As to his stating that there has been less business failures during the past 2
vears, the records possibly would bear this cut but he does not realize that it is
no longer necessary to file petition in bankruptey to become a business failure for
all one has to do today is to fold up, setile for so much on the dollar and start over
again, thereby eliminating the expense of bankruptcy. The writer knows of
many concerns in Rochester who have gone through this process, and are now con-
tinuing to operate in business.

The writer believes from personal experience, having served on code com-
mittees, both State and local, that the best thing for business would be to elim-
inate the National Recovery Administration, which has put so much fear and
discouragement into all successful business men, and which has accomplished
nothing but s great deal of additional expense to business, running into the
billions with absolutely no results whatever to show for this expenditure, other
than increased profits for the monopolies.

Most business men feel that regulation is all that would be necessary to properly
conduct any business successfully and that were these regulations applied on the
?aﬁt of the Federal Government under a lJaw enacted covering control of the
ollowing:

Minimum wages, maximum hours for each industry.

The omitting of child labor.

The classifyfng of business in such a manner that no one type of business
interest could be operating under more than one classification unless they estab-
lish individual operating companies for the conducting of the business classified,
thereby eliminating one of the greatest evils that exist today, of everyone in the
other fellow's business, and the cause of 80 much price cutting by those who are
in all types of business carried on under one company. This would also provide
& means of bringing in additional taxes to the tax authorities as there would be
more individual companies required to report both on capital stock, franchise,
and profit tax.

The terms of credit and discount should be universal throughout the Nation,
governing the fayment of accounts, and not to be governed by codes, each
having its own idea on this subject.

That each person or corporation in business should be forced to keep a set of
books covering their costs, and that the bookkeeping system be as laid down under
a regulation subject to Federal inspection.
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That no one should be restricted from starting in any new business he desires,
providing he complies with the regulations for the operation of that business.

The above are a few of the regulations that might be suggested.

Again I urge you to do your utmost to cause the elimination of the present
National Recovery Administration Act when it expires, and to do what is possible
to bring about regulation of business methods that would be fair to all, which is
all that would be necessary today to eliminate the unfair competition that exists,
and when regulations are drawn the Iarie interests or monopolies would not have
so much to say as in the past, for it is the likes of this type of business that wish
to do the dictating at the expense of the small business man.

This is further evidenced by a statement recently made by Mr. Johnson when
he stated that ‘“ All small business would have to go'’, and that it was apparently
his intention to seek the Government’s aid to assist in the accomplishment of this
narrow and selfish viewpoint.

More and more each day the writer notices the increased attitude on the part
of the voters to demand their rights, which have been taken from them under the
‘‘new deal” in the guise of laws of the National Recovery Administration, which
laws were written by the big interests for the big interests. It is time that the
interests of big business and capitalist is set aside, otherwise we will soon face a
revolution in this country, as the people are getting mare and more incensed aver
gome of the conditions that have been brought about under the ‘‘new deal”’, for
they have come to realize that Mr, Roosevelt has not accomplished what he
promised, and that what has been accomplished has heen for big business interests,
at the expense of the little fellow.

The writer believes that if there is any intent on the part of the committee
holding the hearings on the National Recovery Administration, before favorably
reporting the reenactment of National Recovery Administration, that hearings
should be held, if possible, in the various sections of the country to get the opinion
of the public who are suffering from the effects of the present act.

Very truly yours,
FrepERICK J, WEIDER, Treasurer.

Senator Kina. I offer also for the record a letter from the president
of the Northern Coal Co. of Detroit, Mich.

Hon. WirLiax H. King,
United States Senate, Washington, D. C.

My Dear SEnaToRr: The publicity being given impending labor troubles, the
extension by compromise until June 16 of the bituminous coal labor controversy
and the forestalling of a possible and at this time embarrassing Supreme Court
decision by the discontinuance of the Belcher Lumber cass, are grim reminders of
efforts, bordering on ecoercion, to secure passage of the National Recovery
Administration extensior: bill.

To ““conserve’” & natural resource, the known supply of which will last upward
of 1,600 years at the present rate of consumption, it is proposed to solve * y's"
problems by perpetuating a ‘‘monopoly” of our plenitude of bituminous coal
through the continuance of price fixing which, as costs continue to rise, serves
but to influence consumers uses of substifute fuels, such as oil, the duration of our
supply of which ia less definitely known.

herefore we again request your kind attention to the phases of National
Recovery Administration that are ruining small business, a few of which were cut-
lined in our letter of January 10, and repeat our hope, through Nyou‘r advoeaoy, of
the definite abolition of price and commission fixing either in National Recovery
Administration or any other form, that commercial enterprise may be improved
g{; 1.9“?:5 to the extent of its being purged of legalized persecution, bootlegging and

i-jacking.
Yours very truly,

ApniL 8, 1936,

NorraseN Coar Co.,
E. C. CrowLzy, President.

Senator Kina. I offer also a communication from Mr. Walter Mit-

<hell, Jr., the secretary of the Furniture Code Authority, who states
that 1t was understood that he might submit a supplemental statement

119782—38—pr 6—-29

o
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to his testimony, and pursuant to that understanding he has submitted

the following, which may go into the record:
APRIL 6, 1935.
The Honorable Wirriam H. KiNg,
United States Senate, Washington, D. C.

Dxar SeNaTor King: In accordance with your request as to vhe Finance Com-
mittee hearing on the National Recovery Administration yesterday, I am attach-
ing herewith a brief, dealing with price-fixing in lumber, specifically, and with price-
fixing§n general as filed by the Furniture Code Authority on October 12, 1934.

My telephone number and address are given on this letterhead and I shall be
glad to try to be of service to the committee in any way.

Very truly yours,
(Signed) WaLTER MITcHELL, Jr. Secretary.

FurNiTure CobE AUTHORITY
., 1700 Eyz SrreET Nw.,
Washington, D. C., October 12, 198}.
Ret: Lumber Code Prices and Price Fixing on Items used by Furniture Manufac-
urers.
Mr. A. C. Dixox,

Deputy Admanistrator National Recovery Administration,

Washington, D. C.

Drar Sis: The attached brief, supplementary to the testimony presented by
representatives of the furniture industry at the public hearing on September 19, is
filed in accord with the permission of the presiding deputy administrator as
given at that hearing.

A list of the items used by furniture manufacturers, and against which this
pretest is directed, is attached hereto as exhibit A.

Comparisons of prices paid for specific items of lumber, with prices scheduled
under the Lumber Code, are shown in exhibit B. In connection with the plywood
prices there is a particularly interesting set of figures on the manufacturer’s own
costs as compared with his selling price and code price. The committee for this
code authority does not, however, wish to be interpreted as suggesting these
purchase prices or «ny other specific prices for use as minimum specified prices.

Opinions of a large sample of furniture manufacturers regarding price fixing
and its enforceability are summarized in exhibit C.

We further wish to protest that the requirement of the deputy administrator
that specific suggestions be made as to the prices of specific items is an irapossible
request in view of our basic position that prices cannot successfully be determined
by mass arithmetic. The limitation of the hearing to such specific information
constituted a denial of our request for hearing in that it denied permission to
present the only argumenta we can properly present.

The brief, as submitted, contains the broader background and consideration of
the commercial aspect of grice fixing in hardwoods and other items used by
furniture manufacturers. onsideration of these aspects, we believe, is necessary
to a proper appraisal and decision on the problem.

We contend that the limitation of the hearing and any attempt to limit cor dis-
qualify consideration of the attached brief is contrary to the purposes of the re-
covery act, the policy of the Recovery Administration and contrary to our under-
standing in applying for the hearing. It ia admitted that the writer, as repre-
sentative of this industry, verbally agreed with you that the protest could rightly
be limited to the items used by furniture manufacturers; but it was clear from
our correspondence and conversations on the subject that this industry’s protest
clearly applied to price fixing in those items and not merely to the prices.

In the hearing on September 19, when Deputy Administrator Selfridge stated
that we could obtain a hearing on the broader asgects of lumber price fixing if we
should request it, we made clear to him that such a reguest was contained in my
letter of August 18, which protested against Executive Orders 9-46A and 9-47A—
the amendment to the code as well as the order declaring emergency prices (p. 105
of the record). We do not consider that the Deputy Administrator has made a
satisfactory reply to our question as to why a hearing was not held on the broader
aspect of this question when we had so requested.

e believe that the objections to dealing with this aspect in public hearing—
that other interested parties were not represented—is not applicable to tLe con-
sideration of & brief and that the error involved in the above limitation of hearifig
may in part be mended by the careful consideration of the attached brief.
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In accordance with the notice of hearing, which requested that witnesses pregent
specific suggestions and wordings of revisions proposed, we respectfully submit the
following suggestions, We realize that they are made at the risk of seeming to
meddle with the problems of the Lumber Code Authority, but they are ventured
to avoid the risk of seeming purely destructive: X

1. That the portions of article [X of the Lumber and Timber Products Code,
which imposes fixed price schedules, be rescinded with respect to hardwood and
plywood items or at least with respect to the items listed in the specific summaries
or prices in the attached brief and closely related items.

2. That the Lumber Code be amended to apply to these items and any other
appropriate items a prohibition that ‘“no manufacturer shall offer, sell or exchange
L products * * * gt less than their cost to their manufacturer,
except to meet existing competition of lower cost producers on products of the
same or equivalent quality and/or specification.”

3. That the existing minimum cost protection price schedules on these items
be revised downward to at least 10 percent below prevailing market prices as
offered by reputable producers and that such schedi'es then be made an informal
yardstick of probable minimum cost, a basis for chailenging individual producers
to show cost figures, and not a basis for prosecution. .

4. That a modified plan of price filing be considered as a method of keeping
these yardsticks up to date and sensitive to changing conditions.

Respectfully submitted.

FurNnitore CopeE AUTHORITY,

Wavrrsr Mircasry, JR., Secretary.

NAaTIONAL A8sOcCIATION OF FURNITURE MANUPACTURERS, INC.,
A. P. HAAERE, Managing Director.

SouTHERN FURNITURE MANUFACTURERS ASSOCIATION,

J. T. Ryan, Secretary.

Exnuisir A

With the limited exceptions noted elsewhere in this brief, the furniture manu-
facturing industry protests the Lumber Code price of all itetns used by that indus-
try, on the ground that said prices are excessive and damaging to our interests
a8 users of lumber; and, furthermore, that the fixing of prices on the items listed
Reltow is of doubtful legality under the terms of the National Industrial Recovery

ct,

We specifically protest the following items as listed in the Lumber Code
Authority Bulletins of July 16, 1934:

No. 27-A—Appalachian section

Appalachian and southern hardwoods:
Firm white ash . . il 5/8"" to 10/4*

Basswood. ... 4/4'" to 12/4"'
Beech. . 5/8" to 8/4"
Birch.... - 4/4" to 8/4"
Chestnub. .. o e 3/4' to 8/4"
Black gum. . e emeeaaans 4/4" to 8/4"
Hard maple. .. . e 4/4'" to 10/4"
Soft maple. - o ecmm e 4/4'" to 10/4"
Plain red o8k - e eea——— 5/8'" to 10/4"
Quartered red oak_ .. . e emaeeaes 5/8'' to 6/4"
Plain white o8k .. .. 6/8'" to 104"
Quartered white o8k __ . ... mmeeaeas 4/4' to 8/4''
Plain poplar. . oo e e 5/8"" to 10/4"*
No. 27=8—Southern section

Appalachian and southern hardwoods: :
Firm texture ash. J . ... b/8" to 8/4"
Ash squares. ... o ceiiiaoas oo 4/4" to 12/4"
BaBSWOOd - - - o oo e e ccmeedeme e cmaccmeaa——— 4/4' /47
BeeCh . . o e e e eneeicaecemeememmm—cma———— 5/8" /4!
Beech squares .. - . .o iiiicmieeanna
Plain red gum
Plain red gum—figured. . .cocuencrercaceeieie e
Quartered red gumM . . .o ecccceceana.-

Quartered red gum——figured
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No. 27-S—Southern section—Continued

Appalachian and southern hardwoods—Continued.
- . 8/8'" to 10/4’’
. 5/8"” to 12/4’

? BUID BQUATEB. « o aereccccamanccceacemecccceanm——— 4/4'' to 12/4"7
Soft maple éworm holes no defeet) . - < v oo e eaea 4/4' to 12/4"
Sofi maple (worm holes a defect) 4/4' to 8/4’'
Mapel 8qQUATEB - e eeemn 8/4"" to 10/4"*

red oak ... ______.... /8" to 12/4"’

g artered red oak____ /877 6/4""
in rad oak squares. 8/4'' to 10/4""
Plain white oak_._..__ 5/8" 2/4""
Quartered white 08k oo e ceeeccneannaa 5/8" to 8/4'"
Plain white oak squares ... ococcecooaa-. 5/4'" to 12/4’"
Poplar._ .o —--. 5/8" to 12/4"
Poplar. .o —ana 1727 t0 12/47
Plain sycamore. - .. .._... ee-w B/8" to 6/4"
Plain tupelo. . ... ... —ee. 5/8" to 8/4
%uartersd tupelo.. ... 4/4' to 12/4"
'upelo and/or black gum 4/4'" to 12/4"

" 2;10. 14.—Philippine mahogany in all sizes and grades used by furniture manu-
acturers,

No. 20.—All furniture plywood as listed on pages 6, 7, and 8.

bNo. 16.—S8pecies and sizes equivalent to those listed in nos. 27-A and 27-8
above.

bNo. 29.—8pecies and sizes equivalent to those listed in nos. 27-A and 27-8
above.

bNo. 17.—8pecies and sizes equivalent to those listed in nos. 27-A ard 27-S
above,

No. 38.—All items of commercial veneer commonly used by furniture manu-
facturers in all of the woods listed on pages 4 and 8, together with such other
items on pages 8 and 9 as are not specifically construction or public-seating
materials.

Apparently the code prices for hard maple and American walnut have been
fixed sufficiently low in the Lumber Code schedules so that the majority of current
transactions are taking place ahove the code levcl, hence a normal and satisfactory
market appears to be characteristic in most of the transactions in these species.
It should be catled to attention that these prices must be lower than the weighted
available costs or the above conditions would not prevail.

Exuisir B
DATA ON QUANTITIES AND PRICES OF HARDWOOD PURCHASED

None of the prices quoted below is suggested by the Furniture Code Authority
for publication and enforcement at minimum reasonable cost for the items con-
cerned. They are quoted simply to show the degree to which the prevailing
market has fallen below code prices. To the best of our knowledge the selier
in all of these instances alleged that he was making a profit on supplying the
lumber at the prices mentioned.

Comparison of purchases made in the spring months of 1933 and 1984, lale apring

1083 1034
Fm;/%mml' Smon plain (xnill price) $12.00t0 14.00 {  $28.00
n0. 1 common, sapgum 08) .

l;?pl{ oriental walnut. - 128.00 260.00

« Inch w?mm . 1800 21.00

Jmidwwn, Y Ialn 4/4 .00 5.0
common BAP FUm, PIAID /4. . cocvrmcnnrccenne i i araneanana.

1 common up gum: gummd 5/4.... 35.00 52.50

1 and 2 common sep gum, quartersd 8/4. - 43.09 63.00

1 oomimon 4... ——- 38 00 52.00

1 papaias Sbaadii 2n| B

1/20 ??’onhr banding...... 3.00 8.88

1/12 gwia centers. ........... 5.00 0.38

1/8 gum ocentars. - 7.8 13.00

/16 gun centers 10, 30 10. 40
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As an example of the irregularity of prices at any one moment under price
fixing (see item 1-C in the brief) the followin compares rices on three different
dates and ttwo or more producers, on identical quality of lumber delivered at the
same point.

Bought in Gardner, Mass., under code, from folowing:

MIlA | MillB | MlIC

Kilo-dried yellow bireb, f. 0. b., Gardner, Mass.:
44, .. s;g $83

$7¢
80
84 ..

Prices on Cuban mahogany which is not produced under a code were raised to
excessive levels, apparently in order to maintain or improve the competitive
position of other woods. Lfanufacturers in this industry report practically no
purchases at code prices.

Aprittom| F.& 8. | Sode | L. com.

$220 $200 $160
230 210 170
28 216 175
HE 180

1 Pre-code log ran.

AlcConnelsville.—Mahogany people put prices up to a wild level. Examples of
price increases which we believe to be excessive in relation to the increased labor
cost are as follows:

April
133 | Code
Birch (Milwaukee) 4/4 1 comm $10.00 £89. 00
Tupeio (Tip nwm. &B 28.00 .50
4/4¢ sap gum (. 0. b, " 25.00 43. 50
4/4 F. & S, basswood (Chicago)......... 38.00 63.75
1/20 cross bandinivauw {Evansville, 2.45 5,35
410, & 8. birch (Wisconsin) 19.00 30.00
um 4;4 (Hagerstown, Md.).. 26,00 44. 50
Gum 6/4 (Hogerstown, Md. 30.00 48,50
-jum 8/4 (Hagarstown, Md.).. .-l 8L0C 52,00
Plywood: ! 5-piy striped IBhORANY f808 - -« eovovommacererscmeaccancaanmncecamnns 1334 2

1 100 perceat inrease in plywood in Ohio.

A typical example of evasion of the code by delivery of greater quantity is
cited below from the questionnaires of two manufacturers:

Mill billed 18,000 feot; delivered 20,000 feet.

Mill billed 15,000 feet; delivered 18,000 feet, in car.

COST FIGURES ON PLYWOOD

The following information should not be interpreted as a declaration by the
Furniture Code Authority that the cost figures quoted are reesonable costs or
should be made the basis of revision of scheduled prices. They are exhibited
simply to show that the costs of representative, responsible; and well-informed
B:odueers fall far below the alleged reasonable costs. Plywood priece schedules

ve alleyedly been reduced somewhat since the following was written but we
have asoertained the viewpoint of this and other plywood producers remains the
Bam

e.
(Abstract of letter “ X7ay 11, 1934, from plywood manufacturer to assoeiation:)
‘‘SBeveral of these rurniture manufacturers that have for many years bought

plywood now take the position that they cannot compete with the furniture




2222 INVESTIGATION OF NATIONAL RECOVERY ADMINISTRATION

manufacturers that operate a veneer and plywood department in their factory
and that unless the protective code prices in the Plywood Manufacturers’ Code
are adjusted, that because of the discrimination against them that they have a
choice of doing one of two things; that is, install & plywood plant as & part of
their factory or to quit business. This condition seems to be general throughout
this southern section and I believe that it is a matter of a very serious nature.

“Bince getting this definite reaction and statements from the various buyers of
plywood in the furniture induatry I have figured carefully into the costs of various
items of plywood as set up in the cost protective price list under the Lumber
Code guthority Bulletin No. 66, and I am inclined to believe that the prices on
many of the items are out of line certainly ranging from 2 to 3 cents above the
prices that should be asked by the plywood manufacturers. For your informa.
tion, I am quoting herewith several of the items based upon my cost figures
showing the cost, the suggested selling price, and then the code prices:

Sug- | Carload
Cost g:ﬁi:’; code
price price

Rotary cut gum face. ...
Sliced comb grain oak face. 169.82
Plnin stri mahogany face. . 169. I8 188,07 211. 45
Bliced walnut face. .. ... oo i aeacm e 186.33 204. 96 228,07

$147.30 | $162.12 $178.28
188. 60

“From the above schedule of cost and suggested selling prices you will note
that I feel the plywood manufacturer should have 10-percent lF‘oﬁt. but adding
on the 10 percent still leaves the cost-protective prices on carload lots considerably
above the selling prices. It is true that this is simply four items, but these are
items that run into a heavy footage and there is a larger variation than this in
certain items that are not as stable as these four items. * ¥

“In talking with two or three of my competitors they take the position that the
prices are too high, ranging from 2 to 6 cents per square foot as published in Bulle-
tin No. 56. If this is so, then the plywood manufacturers are entirely wrong to be
tied up to such prices and attempt to force the furniture manufacturers to pay
these prices. * *

“A number of the heavy plywood manufacturers have in the South advised
that they seriously complained about these prices when they were established
and ordered put into the code, but the Northern manufacturers and the thin-gum
manufacturers outvoted these plvwood manufacturers that did object and the
prices went in, not as actual cost prices but prices that were more or less to be
considered as selling prices with a good profit included for the plywood manu-
facturers. * * 7

Exaisir C

OpPiNIONS OF FURNITURE MANUFACTURERS REGARDING PRrice FIXING AND I1T8
ENFORCEABILITY

In preparation for the hearing of September 19, a questionnaire was sent out
to all members of the furniture industry asking their opinion on the desirability
and the workability of price fixing in lumber. It proved impossible to obtain a
full reply, since many manufacturers returned the questionnaire untouched or
partially filled out with: a comment that exploration of the subject was no* worth
while because price fixing had already collapsed and was a dead issue. However
the answers from some 600 as tabulated show the following: 76.8 percent oppose:

rice fixing by definite published prices; 44.6 percent opposed the protection of
individual cost as well; 55.4 percent favor individual cost protection as workable
and reasonable expense; 23.2 percent favor the theory of E;ice fixing a8 proposed
unfder téxe Lumber Code, but a number of these expruss belief that it cannot be
enforced.

In answer to the question regarding enforceabilitq: 64.3 percent belleve
Lumber Code prices cannot be enforced; 21.4 percent believe they can; 14.3 per-
cent are doubtful,

In answer to a further question as to whether the prices could be enforced if
reduced to a lower reasonable cost basis: 58.9 (}Jement still believe they could
not be enforced; 26.8 percent believe they could be; 14.3 percent are doubtful.
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Brief of the furniture manufacturing industry before the National Recovery
Administration concerning the fixing of prices of hardwood plgwood, and other
items used by furniture manufacturers, as scheduled under the administrative
orders of July 10, 1934. Pertaining to amendments of article IX of the code of
fair competition for the Lumber and Timber Products Industry Approved Code
No. 9, and to the declaration of emergency minimum fprices thereunder. Hearing
held éeptember 19, 1834. The sections of this brief cover—

; lf:s The commercial aspect of price fixing as shown by such figures and other
acts.

12.. Lumber Code price fixing in the light of the recovery act and N, R. A,

icy.

3. Difficulties of computing valid reasonable cost figures. .

4. Basic economic considerations as applied to hardwood Jumber price fixing.

Tae CoMMERCIAL AsPEcT OF PrICE FixiNa a8 SHOWN BY SucH FIGURES AND
OraeR Facrs

A. Furnilure manufacturers’ hope of stabilization disappointed.—To begin with,
furniture manufacturers, although believing that the lumber price increases were
out of line with commodities generally, hoped and believed that lumber prices
would be stabilized at the code level and that the resulting gain in business con-
fidence might outweigh the handicap of added cost. The above figures dealing
with purchases of important sta%l: items of hardwood, show that the code prices
have not been enforced; in fact, have been applicable to a minority rather than a
majority of the volume of purchases by this industry.

Prices subject to rumor and panic.—The public has been robbed of the knowl-
edge of true prices at which transactions take place, because the publication of real
prices exposes the seller to persecution or prosecution.

Not a solid market—A canvass of the situation showed that instead of
uniformity in the prices paid for lumber by com(;)eting manufacturers, wider
differences have existed in the prices actually paid than was the case prior to
grice fixing. The plan has contributed to cause a diversity of selling prices and

as fostered unequal competition in the furniture industry, because of the disparity
in Brices paid for the same grade of lumber.

. Curtailed consumption because of high prices—Because lumber represents
anywhere from 25 to 46 percent of the cost of case goods in the furniture field,
the sudden and excessive rise in the {»rice in the fall of 1933 caused sharp rises
in the price of furniture. Although this persuaded retailers to make large pur-
chases, the furniture failed to move forward to the consumer. In contrast to
this, as pointed out at the hearing, Mr. Lane found cedar chests, made largely
of lumber not subject to code prices, went to the dealers at prices which aé)penled
to the general public. The same was true of certain types of upholstered goods
and modern metal furniture.

E. Substitution of other materials.~The furniture industry can and will par-
ticipate in the substitution of other materials and suffer only the inconvenience
of capital outlay and experiment; but the lumber industry is permanently injured
in most instances by such shift. The sudden rise in plywood prices caused many
furniture manufacturers to resume operation of long unused or semiobsolete
glywood facilities. Previous to the code, for 12 or 15 years, these same people

ad found plywood cheaper to buy than to make hecause of the efficiency and
specialization of plywood factories; but they now find it distinctly cheaper to
make plywood in the furniture plant. One manufacturer, who purchased new
machinery, found that he could amortize its entire cost in 2 years, by the saving
in comparison with present code prices.
rice floor below market apraremly benefictal—In a few instances code prices
were set sufficiently low so that the prevailing market for those items has been
above the code Frice and only occasional sales have been made at the price floor.
Certain items of maple lumber in certain districts illustrate the point; and the
producers of these items have been benefited by the tendency of manufacturers to
escape the excessive plywood prices in some instances by subatituting solid maple
suites for veneer construction. If all the minimum cost f[:u'ot,eutiou prioes shared
the character just deascribed, the present large expense of enforcement and wide-
spread opposition would undoubtedly not have been inourred.

G. Confidence damaged by collapse of code prices.—The collapse of the Lumbrr
Code price schedule, when it was found unenforceable, damaged the furnitu e
industry probably as much as the sudden rise. It broke down the confidence of
retailers and consumers regarding the future prices of furniture.
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H. Proposed enforoement would canss sudden price rise.—As is evidenced from
the above records of y.urchases below code prices, & complete enforcement of the
schedules of July 16, if such were possible, would cause a sudden and sharp rise
from the prevailing levels at which business has been transacted, and expose this
industry to another eycle of damage. Under present conditions the public would
be even less inclined to abeorb furniture at increased prices than it was in the fall
of 1933, when the first sudden increase of lumber prices forced a corresponding
change in furniture.

1. Efforts lo make other indusiries support Lumber Code enfor t—N. R. A,
enforeement officlals have intimated tgat buyers of lumber are under obligation
to assht in enforcement of the price schedules by giving information regarding
their purchases and the names of suppliers. It has been suggested that some
decree be issued making buyers of lumber at less than code prices guilty of viola-
tion of the Lumber Code. Salesmen for lumber companies have threatened
customers with law suits, as punishment for purchases from other lumber com-
panies at less than code prices. These occurrences indicate an unhealthy condi-
tion wherein an industry is unable to enforce its own code even with tremendous
expenditure, and is asking the entire industrial structure of the Naticn to assist.

LUMBER CODE PRICE FIXING IN THE LIGHT OF GENERAL N. R. A. POLICY AND
EXPERIENCE

A, Labor compliance stronger than price fixing rather than dependent upon it.—~It
haes frequently been argued that the price-fixing arrangement is necessary to the
support and protection of the labor provisions and wage rates in the lumber indus-
try. This does not accord with the experience of other industries nor with the

lain fact that every worker will assist the code authority and the Administration
in the enforcement of labor provisions without charging a penny for his cnforce-
ment services; whereas price fixing must be enforced by high-class executives and
field men who are expensive in salaries and are constantly under pressure of com-
mercial bribery.

The lumbermen who filed a petition for exemption from the price-fixing plan
and who are now reported to suin§ for an jujunction in the Federal court,
unanimously stated that they were able to maintain the wages of the Lumber
Code on their sales at a free market. Likewise, the purchase price figures,
quoted in this brief, show 60 to 80 percent above the low point of 1933, reputed
by many reliable lumbermen more than ample to cover the wage increases result-
B S S ly notified of ! of price fizing.—Many lumb

. mber tndustry not properly notified of renewal of price fixzing.—Many lumber
men declared that they never received notice of the code amendment and the
Executive order proposed on July 16, and would have protested if they had been
so notified. Deputy Administrator Selfridge admits in the record that the deputy’s
office does not know whether the administrative agencies o; the Lumber Code
Authority took proper steps to notify the members of the industry.

C. Emergency declared for indefinile period.—I1( was emphasi..d in the early days
of the National Recovery Administration that the organization acknowledged no
precedents and would feel free to experiment in different manner with different
industries. Fvidence of the passing of that day has come with the crystallization
of experience from these experiments in the form of policy memoranda. Office
order no. 228 specifically mentions a 80-day limit on a price emergency, witt ‘he
idea that the matter wouli: automatically become subject to reinspection . tne
end of 80 days. In the public interest anything so drastic and subject to abuse as
price freezing should be reexamined frequently.

D. The nature of an emergency.— National I{eoovery Administration officials and
the Research and Planning Division constantly emphasize to the industries who
apply for a price emergency that said emergency must meet several specifications:

1.” Must hold a promise of successful stabilization by means of price fixing.

3'.odMust have some more permanent solution in sight at the end of the 90-day
period.

3. Must not contain the possibilities that price freezing will operate unfairly to
any hﬁmmm parts of the industry.

4. Must be an immediate emergency and not a long-standing economic iilness.

These and several other criteria do not seem to us to be satisfied by the emer-
gency in the lumber industry. Even in the prosperous years of 1928 and 1920
that industry was auffering from the basic cconomie illness of overcapacity and
the substitution of other materials. The immediate emergency which aggra-
vated this long-time economic trend was undoubtedly one of code administration
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based on the fact that the previous price-fixing arzangement was found utien-
forceable.

DIFFICULTIES OF COMPUTING VALID REABONABLE COSY FIGURER

The Furniture Code Authority contends that in & number of reapects the
method of figuring these prices is unfair and detrimental to the users of ilumber as
well a8 to large portions of the lumber industry itself.

A. Impossibility of joint coat allocation.—It is rcasonably possible to figure the
cost of sawing a log, but the allocation of this cost to the various grades of lums
ber produced from that log is, of necessity, arbitrary and based upon previous
market values of these various grades. It is signifieant that the phase of the
lumber price schedule which has received practically no criticisin among furniture
manufacturers is the set of differentials designated for various grades and thick-
nesses. It is our understanding that most of these were based upon practical
ex%erience and market relationship.

. Lumber prices permilted to contain ercessive inlere-t and overhead —Even
after the changes made last winter in the method of allocating depreciation and
similar charges, the lumber price schedule still contained interest charges on
capital. It is beyond the power of our economie system, or any system, to guar-
antee interest charges to all investors, wise and unwise, and the National Recovery
Administration has wisely refused such guaranties in other cost formulas. Yet
stumpage, which is frequently mentioned by National Recovery Administration
officials a8 a prime cost in Jumber and as ar unfair advantage possessed by farmer
milla in a free market, consists largely of accumulated interest on timber tracts.
Lumbermen frequently cite the tremendous accumulated burden of delinquent
interest on bond issues among sorue of the large lumber producers, but this condi-
tion is no different than in many other industries which must wait upon better
business conditions to recoup accrued carrying charges.

C. Alleged determinalion of prices by the Administrator.~—Although the ad-
ministrative order states that the Administrator and the Research and Planning
Division shall determine reasonable prices, such a work would be impossibly long
and expensive if attempted by anyone other than the lamber industry. It fe
is our understanding that the Lumber Code Authority not only suvplied the price
schedules but that they were declared in effeet by the Administrater long before
the Research and Planning Division had completed the minimum checking of the
computation. This impression was confirmed in the record by the representative
of the Research and Planning Division.

D. Average cost for industry not r bie.~The administrative order requires
reasonable costs, yet the prices are figured on average costs for the entire produe-
tive capacity in each division of the industry, in many instances reputed to be
four or five times the capacity necessary to supply the 1929 peak demsand. If
the productive capacity of any division, particularly hardwood, were arranged in
order of its efficiency at any one time, these average costs would supposedly Lie
at the half-way point. If, however, cost calculations were based on the coss
figures of the most efficient quarter of the production capacity, they would
supposedly fall half-way between the zero and 25 mark or on the scale which we
have described 37% points away from the present price computation.

BABIC ECONOMIC CONRIDERATIONS AB APPLIED TO HARDWOOD LUMBER PRICE FIXING

The considerations below, applicable to all price ﬁxig?, have been emphasized
by the chairman of this code authority at conferences of the durable goods com-
mittee and by other public protests from members of this i:n,duo%?'.
A. Fair share of national income for durable consumer goods.— When price fixin,

is permitted to industries making basic raw materials and necessity goods, i
gives them a preferred claim upon the national income and ts them to take
a larger proportion than they would obtain in free trade. nversely, less of the
national income remains for purchases of durable and capital goods which can
be delayed. This is particularly true of durable consumer’s goods, and shows
concretely in the price and profit figures for the furniture industry. The following
information from the brief presented by Mr. J. T. Ryan at the hearing on
tember 19 shows that the furniture industry was not able to raise its prices in
})roportlon to the increase in lumber costs because ‘public demand would not stand
or such increases. This is reflected in incre&sin% osses for the furniture industry
at a time when other industries are picking up. The furniture induatry is squeezed
between fixed prices for its materials and a sensitive elastic demand for its produot.

¢
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“An inv tlon made by us shows that for each $1 of sales of cheap and
medium-pri bedroom and dining-room furniture, the producer spends from
28 to 32 oents for lumber and veneer. In other words, in cheap and medium-
priced furniture, the lumber and veneer cost is from 25 to 32 peroent of the selling
&ﬂm. Obvioualy, this item of lumber and veneer cost is the major item of cost

the ;i:nroduotion of cheap and medium-priced furniture, and, therefore, any

lumber and veneer prices has a direct bearing on the selling prices of
furniture. An analysis of the operations of southern furiiture factories for the
filrst 6 months of 1934 shows t for each $100,000 of sales, the cost was as

followsy

Direct and indireot pay roll. - o oo meceemeean $28, 508

Factory burden, not including indirect labor__ ... ... 11,134

A trative and selling expense. .. ..o 18, 418

Materfals. o .o e e 46, 422
ot e e e mcceemaee—aaa 104, 482

““It will be observed that on an average there was & loss of 4% percent on sales,
Materials represented 46.4 percent, of which lumber and veneer represented more
t!;inn 50 percent, as lumber and veneer represented from 25 to 32 percent of sales
prices.

‘‘In order to illustrate the effect of lumber cost on the selling prices of furniture,
I desire to offer an exhibit showing the cost and selling prices of & cheap, plain
walnut dining-room suite consisting of & buffet, china closet, serving tatle, and
dining-room table, This statement ahows the principal item of cost at the low
g%int in January 1933, the high point in September 1933, and the present cost.

e coste are separated, showing direct labor, lumber, veneers, other materials,
hctori burden, selling and administrative expense, and the total cost contrasted
with the selling price.  We show the percentag: each item represents of the total
ooet and the relationship of the cost at each date to the January 1933 cost. It
will be observed that the direct labor cost represented 16.8 ggrcent of the total
oost in January 1933, 19.2 percent of the cost in September 1933, and 21.9 percent
of the cost as of this date. Lumber and veneer combined represented 25.7
g:reent of the cost in January 1933, which increased to 33.6 percent of +he cost in

gtember 1933, and declined to 25.8 percent of the cost as of this date.”

. Trend toward Government conirol and socialism.~—Price fixing, if it works, is
a step toward socialism and complete (Government control of business. Pro-
duction control is commonly desired or aticmpted in connection with price con-
trol and it is becoming increasingly apparent that the two must go together.
In addition, artificial control or stimulation of demand is necessary to the success
of the other two types of control. A supply and a price are of little value if there
is no demand.

C. Result adverse to conse vation.—Price fixing in lumber has worked in oppo~
sition to the timber conservation Erognm so widely publicized and desired. It
has been reported that, since the Lumber Code went into effect, 4,000 new mills
have gone into operation to enjoy the privilege of selling at alleged cost prices.
Excess stocks are piling up and deteriorating in many branches of the lumber

industry.

D. Siggeated workable cost protection plan.—Cost protection prices must be
low enough to constitute a ‘‘Iast line of defense’ against price panic. If they
are gset higher, they encounter commercial gressure 8o great that they have been
broken down and are morally useless at the moment when most needed. The
safe point for this Iast line of defense is that at wheh the most sfficient producers
of the industry are wi.llinq to sell. Properly administered it need never gravitate
to the cost level of these '‘most efficient’ producers.

Senator KiNg. A report has been submitted by the Research and
Planning Division entitled, “Movement of Paper Prices Under the
Paper and Pulp Industry Code.”” The assistant to the committee,
Mr. Whiteley, has marked a number of pages which will go in the
record, but there are & number of other pages and graphs which I am
advised it will be difficult to have printed in the record because of the
cost and also because it will delay the printing, so this matter will be
filed as an exhibit to be considered by the committee in any way
they desire,

(Following are the portions of the atuve as marked to be inserted:)
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THE MovBMENT oF PAPER PrIcES UNDER THE PAPER AND PULP INDUsTRY CODE
" 1. BUMMARY

This report undertakes a statistical study of ps.cfer prices under the Paper and
Pulp Industry Code. The industry was assigned for study because price com-
plaints against it were especially numerous and because analysis was wanted of
& mass of price materials obtained from the Paper Industry Authority. Al-
though examination  disclosed that the prices thus obtained were probably
defective in certain respects, particularly in not representing the full extent of the
rise during 1933-34 in prices of writing, book, and all code papers combined, yet
it proved feasible, on the basis of price indexes constructed monthly 1926-34 for
all papers together and for the important groups separately, tc establish certain
conclusions respecting price changes.

The points established are:

1. Prices of papers coming under the Paper and Pulp Industry Code rose in
1933-34 more and faster than prices of industrial products in general, though
commonly they have lagged behind such prices,

2. A large part of the total rise took place during the period of code formation,
increase being particularly abrupt in July 1933, when the code was first drafted.

3. Having reached a high level in the spring of 1934, prices as a whole were
substantially maintained through September (the latest month covered by the
date), though it was said that in the interim buying declined and production
dwindled to record lows.

4. The movements recorded by the general index were concerted in eharacter
among the major code divisions. Book, writing, kraft wrapping, sulphite wrap-
pinF, tissve, and miscellaneous papers all alike joined in the sharp rise of prices
in July 1933; all shared substantially in the total recovery to the spring of 1934;
and all except writing and tissue papers displayed continued firmness into the
next autumn.

5. Price inflexibility characterized by lack of price change over periods of
months made its appearance. In the comparatively close-knit book and writin,
paper groups similar inflexibility had obtained in more prosperous years, but ha
been largely dissipated in the later stages of depression. In the kraft wrapping
and sulphite wrapping indexes it was & new development.

6. Partial data also suggest, though they are too meager to establish a tendency
for price spreads to narrow and prices to become uniform at the higher levels of
late 1933 and early 1934.

All these developments coincided in time with the formation and operation of
the Paper and Pulp Industry Code, the price clauses of which repose large powers
with the Paper Industry Authority and put detailed restraints upon individual
procducers. It is submitted that the statistical evidence furnishes a strong pre-
sumption that the code has been used as a means of furthering rigid price control
within the industry.

* * * * * * *

Price rise, initiated in May, assumed larger proportions in July than in an
other single month., Of the total increase from the low of April 1933 to the hig
of April 1934, 60 percent occurred in the 5 months July to November. It will of
course be recalled that the summer and fall of 1933 was a period of spontaneous
increase in prices of many commodities. Yet the fact that the rise in paper was
above the average, and coincided in time with significant stages iz code formation,
suggests that the latter played a part in it. Certainly it can hardly be laid to
increased costs, since at its abrupt inception there had been no increase in labor
costs under either the National Recovery Administration or the President’s
reextn;ployment agreement, and apparently little if any increase in raw material
costs.

After the code came into effect, prices continued to advance until they reached
3 hi%h in April and May 1933, when a rapid decline of purchasing set in.

The numerous complaints leveled against paper prices both before and after
the general code became effective charged not only excessive increase but also
price collusion evidenced by uniform quotations.

A ‘arice index is not adapted to disclose uniformity in pricing. The continued
high level of the price index througl: 1934, however, during a period when buyin,
decreased and production was said to have shrunk to a new rPOStFw" low, no
improbably points to some sort of joint action to maintain prices.

R

.~
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The price clauses in the code have seversal features not approved by Office
Memorandum 228 nor by the National Industrial Recovery Board’s recent
statement with respect to frice polic{. They prescribe (1) open price filing
with the Paper Industry Authority, with a 1-day waiting period; (2) a minimum
price bagis, set by the individual member’s own cost except where a competitor
names a lower price; and (3) an obligatory uniform cost system. Although no
cost system for the industry has yet received National Recovery Administration
n):})roval, it is not apparent to what extent uniform costing that might influence
price has been adopted, since the code provides that pending administrative ap-
orovalyof a standard system, individual methods shall be ‘‘subject to such pre-
iminary rulcs as the Paper Industry Authority shall from time to time prescribe.’’
In current pricing the cost to be used is that which obtained over the latest 3-
month accounting period ending not less than 30 days before the start of the
uarter in which the price is quoted; e. g., a price filed any time from July to
ptember must not go below the cost in a quarter ending May 31 or earlier,
While this puts no obstacle in the way of L.rice rise, it clearly tends in a period of
declining cost to delay price decline. Any price suspected of violating the mini-
mum is subject to investigation by the Paper Industry Authority (which is given
power to require cost data for this purpose), and pending such investigation is
subject to suspension by the Administrator. Taken all together, these price and
accounting clauses of the code have unquestionably a stringency not favorable to
price flexibility.
* » * * * * *
The Government Printing Office, a large buyer of these two types of paper,
has compiled a statement showing the prices paid over recent years. The state-
ment exhibits priee increases in late February 1934 (when bids werc accepted
covering the second quarter of 1934) over late January 1933 (when bids were
accepted covering the contract year beginning in March) that run as follows:
(1) For some three dozen grades of book paper, increases centering around 67
percent—-with a half dozen grades that increased less than 50 percent offset by
others increasing up to or above 100 percent; (2) for writing papers, increases
centering around 60 percent, or much higher if reference is made to related
grades of fine paper.

Senator King. 1 am advised by Senator Ls Follettee that the
committee asked for certain information from Mr. Blackwell Smith,
acting general counsel, and in response to that request Mr. Smith
has transmitted to the chairman of the committee, information as
well as a letter. The letter and the information furnished will be
inserted in the record.

NAaTIONAL RECOVERY ADMINISTRATION,
Washington, D. C., April 16, 1935.
Senator PaT HaRRisON,
Chairman Senale Committee on Finance,
Senale Office Building, Washington, D. C.

My Dear SeNaTor Harrison: In accordance with Senator La Follette’s
request, and our previous practice of making requested documents and informa-
tion available to the members of your committee, I am enclosingla table indicating
which codes of fair competition have been promulgated by the National Recovery
Administration and which by the Agricultural Adjustment Administration. The
table also indicates the dates of transfers and supervision and administration of
certain codes from administration to the other.

In further explanation of the table it should be pointed out that the abbrevia-
tion “L. P.” means labor provisions and the abbreviation “T. P.”” means trade
practice provisions.

Very truly yours,
BLACKwWFLL SMITH,
Acting General Counsel,
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History of codes mow assigned to the food division, N. R. A—N. R. A. versus A. A. A.
administration and promulgation

PROMULGATED AND ADMINISTRATION

Code

Promul-
gated by
AA A,

Promulgated by
N.R. A,

N. R
Jan. 8,

Trensferred,
. to
. R. A, Ex
ecutive order
1934

Transfers since Jan. 8, 1034

Trade
prac-
tices

Labor
provi-
sions

Trade prac-
tices

Labor pro-
visions

Alcoholic beverages,
importers.

Aleoholic heverages,
wholesals,

Antl-hog-cholera se-
rum,

Bakers matzoh...

Bottled soft-drink
industry,
Bouillon cubes......

Brewiog industry. ..
Butter manufactur-

ng.
Butter and egg dis-
tributors,
Candy manufacturs
7S,

Canning industry..

Cereal preparations
industry.

Cheese,
gasteurized,

lended.

Chewing-gum man-
ufacturing.

Cigar manufactur-

ng
Cigaretts, snufl,
swingandsmok-
Ing tobacen.
Cocoa and chocolate
manufacturing,
Coocoanut ol refining
Coffee industry.....
Commerclal breeder
and hatchery.
Condiment sance. ..

Confectionery, i...

wholesale,
Corn milliog, dry...
Corn products, wet
milling.
Corn starch.
Corn sirup, F
Ing and mixing.
Cotton compress
and warekousing.
Cotton ginning......
Cotton, raw trade...

Cotton pickery...... -

Cottonseed crushers.
Cottonseed ofl re-

fining,
Country graln ele-

Desicea

Distilled spirits in-
dustry,

D{smled splrits rec-

1 Superviston A. A,

packaped, |.

A

Fopee soase

L.
: {E:

S

L.

opx®
& SEEEE
2 aaaca

>
g lcibeiciciclc]

=z

L]

1 Originally,

T.P....i L.

Mar, 30,1935 !
do.!

Mar, 30,1835
July 22,1934

# Code revamped.

May £ 1934
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History of codes now assigned to the food division, N. R. A—N. R, A versus A. A. 4.
administration and promulgation—Continued

Transferred,
N. BR. A, Ex- | Transferssince Jan. 8, 1034
Promul- og:tisvomsgrder
Promulgated by o
Code |piadby) FRRIPY!
] Trade | Labor | myagepme- | Labor pro-
Tac- rovi-
P | Bions tioss visions
Ddod tru}ct’ lndustry. L.P
.......... L.P....
Feed mann!acturers L.P..
Feed manufactur- L. P....
ing, mineral.
Flavorlng roduots. L.P
Flour distributors...| T. L. P..
L. P.. .
L. P -

Grocery manufac-
turiog (master

vestock market.
ng agencies.

acaroni.. ...
alt industry.
alt products.

Peanut mlllers. raw.
Pecan shellers

Precerve and
trait, glace
Protzel fs

housing.
Rendering -
Restaurant
Resmumnt

wall.
Rle. m]mnl, south-

T.P....

1 Sg})ervlslon A A A

code has always been an N. R. A

L.P.and T. P......

L. P.and T. P......
L.P.and T. P

- Ly P....
L.P....

Mar. 30,1935

' Market{ng agreement takes place of T. P.

L.P.,..

! Mar. 30, 1038

oodu, never was in A, A, A,
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History of codes now assigned to the food division, N.B. A—N. R. A.versus A. A. A,
admintstration and promulgation—Continued

Transferred,
At

N. R. A., Ex-| Transfers since Jan. 8, 1634
Promul- ecutive order
Code gated by | 1 rnulgated by Jan. 8, 1034
A A A N.R. A
Trads Lsbor | mygqe
. prao- | Labor pro-
?lreaeg. ‘3{3’3 tices visions
galmon(:,;inmg _____
susage casing.
Beed trade. ...
8ploe grinders.

Sl?gar-beet produc-
nj

g.
Bugar refining, cane.
8irup blenders and

mo 3
Ten importers
blenders, an

packers,
Tobaoco  auction,
loose leaf and ware-

hou.slnq.
Tob ¢
Tobacco, wh
Tobacco, retait
Vegetable ol
cover all ol
under codes).
‘Wheat-four mitling.
Wineindustry......
Yeast

ealers.

(to

S not

p——
S8R oo

L.P....

Mar, 30, 16381

L. P

¢ Same as restaurant,

Fisnery Copes PROMULGATED AND ApMINISTERED BY N. R. A,

National Fishery Code.
Aleska Herring (salting and processing).
Atlantic Mackerel Fishery.
Blue-Crab Industry.
California sardine processing.

Crushed-Oyster Shell Industry.

Fresh-Oyster Industry.

Groundfish Fishery (New England).
Halibut Fishery (Pacific coast),
Lobster TMighery.
Menhaden Fishery and Industry.
Miscellancous fisheries;

New
Middle

England.

tlantic.

Southeastern (Florida),
Pacific coast.
Great Lakes.
Miscellaneous Preparing and Wholesaling,
New England Fish and Shellfish,
Middle Atlantic.
Southeastern.
Gulf, South.
Southwest.
Northwest.

Midwest.

New England Sardine Canning.

Pacific

rab Industry.

Californin Mackerel Processing.
Processed or Refined Fish Oil.
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Salmon Fishery (Pacific coast).
Shrimp Industry.

Sponge Packing and Distributing.
Trout Farming (eastern section).
Tuna Fishery.

Wholesale Lobster Industry.

Senator King. I also offer a communication from the Youngstown-
Erie Terminals Co. of Youngstown, Ohio, opposing the extension of
the code for the service industries.

' MaRcr 27, 1935.

Re proposed extension of N. R. A. in opposition to an application of codes to service
industries.

My Dear SexaTor: Before addressing myself to the subject, may I give you
m[\} reasons, which are based in all sincerity, on submitting cur argument to your-
self. Inasmuch as the State of Ohio apparently has no representation on this
committee, I fcel that no ethics are being violated in writing to any Senator of
my particular choice.

It was my very good fortune some 10 or 12 years ago to listen to an address made
by you at a dinner given by the Cleveland Traffic Club, Cleveland, Ohio, at which
you were the speaker of the evening, and which address I today recall as being one
of the most sound and scholarly to which I have ever listened. ¥urther, I recog-
nize in you one of the all too few members of yvour honorable body, who base
their conclusions entirely on facts and also a tan who is not influenced by popular
clamor. With the foregoing statement, I wish to present my views relative to
the application of codes to those institutions whose principal stock in trade is
service.

Inasmuch as it has been publicly stated by both Gen. Hugh 8. Johnson and by
Mr. Donald Richberg that the application of codes to service institutions was
impracticable and should be discontinued. I wish to call your attention to the
copy of a letter that I addressed to Gen. Hugh 8. Johnson under date of March 2,
1934, at the time the Code for the Merchandising Warehouse Trade was under
consideration. I also enclose a copy of a letter written January 17, 1935, to the
Deputy Administrator C. P. Clark, in which I reiterated my views in the matter.
My letter to Mr. Clark, of course, was based on a years’ experience of operating
under the code; whereas, my letter to General Johnson was largely prophetie
in its pature.

The operation of a storage warehouse is entirely local in its nature, Its func-
tions can serve only to immediate population that is tributary to their warehouse.
Having nothing to sell, other than empty space and service, it is automatically
restricted in its operations by the demand and characer of service required by that
particular locality. I believe that you will agree with me that this is a very sound
assumption. This being the case, it would appear impracticable to attempt to
cover such a business by a blanket set of rules, regulations, and restrictions that
would have to apply in all localitics of the 48 States of the Union.

I am enclosing you a pamphlet issued by the Merchandise Warehousing Trade
Code Authority as of January 31, 1935, showing by States the members of this
industry that are now operating under this code. The pamphlet indicates the
total code membership participation of 1467 different business concerns.

At this juncture I desire to state that in my honest opinion 90 percent of this
membership had litile voice and less participation in the preparation of this code.
The code was prepared by leading members and officers of the Americau Ware-
housing Association, which is an old trade organization of the industry, with a
total membership in 1934 of less than 300 aceredited members. The 90 percent
of warchouses I have referred to represents the smaliler submerged members of
the trade, who have neither the time nor the money, and I might say, the inclina-
tion, to attend meetings, either in the preparation of the code or the attempted
enforcement of the code. They have, by threats and force been obliged to sub-
scribe to the code and pay the assessment and additional expenses incident thereto
for code participation and compliance under compulsion by code authorities.

A budget of $117,000 has been set up for the coming year to maintain the
code authority at Chicago, which amount, of course, is to be collected from the
members of the trade. This will be & direct drain on the resources of hundreds of
companies engaged in this businecss, merely to set up a centralized bureau of
highly paid officials and office organizations, and will be of no benefit whatever
to the trade as a whole.
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By what I have been able to glean from the newspapers, your committee is
making an honest effort to get at some of the fundamental facts surrounding the
formation and promulgation of a great many of the codes. There seems to be
an inclination on the part of at least a number of the committee, of which you
are one, who what to get down to the grass roots of the matter, and ascertain
just how keen the average small business man in any industry is for the con-
tinuance of such codes.

The average warehouseman can only act as an individual, and cannot afford, of
course, to appear in person before the Senate committee. In this connection,
permit me to make a suggestion which, while it might not be in conformity with
the method of procedure of your committee, it would at least be authoritative.

I should like to see a mail poll conducted by your committee of every individual
member of this industry, as indicated by the enclosed pamphlet, giving their
opinion as to the further continuance of this code. The small proportion of those
members who desire the continuance will, of course, no doubt, suon be heard from
in Washington by personal representation. The little fellow in your State¢ and
the other 47 States in the Union, will not be heard from, unless as in the manner
indicated by me-—an absolute poll of the industry by your committee.

In conclusion, so far as wages a  concerned, the rate as cstablished by the
code proves no hurden on any legit..nate warchouse. This concern, previous to
the presidential proclamation under the National Recovery Act as to hours and
wages, was paying from 10 to 35 percent above such requirements, and has con-
tinued to do so.

Apparently to me, the fundamental intention of the National Recovery Act
was to produce employment at fair wages and reasonable hours, and such per-
manent employment must in the last analysis be furnished by the business men
of this country, large and small. In the main, the business men in this country
are, after all, pretty good citizens. We are bearing the brunt of taxation upon
taxation from every source and angle and faced with the necessity, which obliga-
tion is his own cntirely, of being able to meet pay rolls, the less governmental
interference the fewer restrictions imposed by either Government or trade codes
will go far to lessen his burden and free him to expand his business and furnish
additional employment and really start us on the right road to recovery.

The foregoing, my dear Senator, is the situation as I interpret it, and I feel
sure that this communication will have a respectful consideration, at least by
you personally.

I am, with my respects,

éiucerely yours, \
YoungsTownN Erix Terminars Co.,
P. F. ANDEREON,
Vice President and General Manager.
Hon. WiLnianm H. King,
United States Senator from Ulah, Washington, D. C.

{Copy of original letter of date of Mar. 2, 1934)

MarcH 2, 1934,
Gen. Huge S. JomNsoN,
National Recovery Adminisirator, Washington, D. C.

Dear Mr. JorNsoN: We are taking advantage of the invitation extended by
you to the publie, to register in person or by letter any suggestions or complaints
that any member of an industry or individual might, in their judgment, have
reagon to make in connection with code compliance.

In our particular case we have reference to the code of fair competition, which
has been approved f{.r the merchandise warehousing trade. After giving very
careful consideration to this code, application of it as it is written, to our own
position and which we believe would apply to 75 percent of the members of the
industry, and viewing the situation from a practical standpoint, we are forced to
the conclusion:

First: That the code is not truly representative of the thought or ideas of 75
percent of the individuals and companies now engaged in this business.

Second: That applieation of certain charges and policies obligatory on the
part of the signers of the code, are based on conditions as existed in 1926, and in
our opinion, cannot be applied at this time.

. Third: The strict application of this code will result in a serious blow to the
industry, inasmuch as it will tend to the elimination of such concerns in a great

119782—30-~ri 6 30
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many similar cities and communities resulting in a concentration of ‘‘spot stocks”
in the larger centers of distribution.

T_sklng up the foregoing conclusions in order, we submit:

First: That the code, as prepared and accepted, is not representative of the
industry. No reflection is aimed at the members of the American Warehousing
Association, which took the lead and practically prepared the code through their
acting president for the year 1933, their executive secretary and 3 or 4 members
of the erican Warehousing Association, principally from the city of Chicago.

The American Warehousing Association is a very commendable and honorable
industry organization, embracing as it does, membership in all the larger centers
of population with members of course, in smaller communities, The total mem-
bership, however, of the American Warehousing Association, according to figures
submitted at the recent convention at St. Louis, is less than 400, which probably
is not in excess of 20 percent of the total number of independent firms and indi-
dividuals engaged in the storage and warehousing business in the United States.

Second: We would desire to all to your particular attention article 8 in its
entirety, referring first to section one: from which I quote:

‘“As adopted by unanimous vote by representatives of the shippers, bankers,
railway men, and warehousemen, at a general conference, April 30, 1926, at the
Department of Commerce, Washington, D, C., and endorsed October 30, 1926,
by the Department of Commerce.”

Herein, in our opinion, constitutes one of the most serious and fundamental
objections to the code. All industry, labor, and business are sugposed to be
entering a new era, leaving behind practices that have been deemed inexpedient
and impractical in the past.

Article 8, referred to embraces in section 2, paragraph A, an arbitrary schedule
of charges that a warehousing concern must assess their customers, definite and
fixed policies they must require their customers to conform to.

It is our belief that conditions that existed in 1926 do not form an entirely stable
foundation on which to predicate charges and policy for the future. We do not
b:lé;ye tt_ha.t these policies and charges can be forced upon the distributing public
at this time.

We are further confirmed in our views on this subject when it should be taken
into consideration that the American Warehousing Association members signing
this agreement in 18286, have not, down to the present writing been able to enforce
them or transiate them into acceptance by their clients.

Third: Takinithe warehousing industry as a whole, it is probable in as serious
a position as to the future as any industry in the United States. A warehouseman
is not eggsged in the barter or sale of any commodity; he has nothing representing
a marked cost price, or a tag selling price. The only thing that he has to sell is
service. It is his entire stock in trade and the worth of service is generally
determined by the man who is paying for it.

We are on absolutely safe ground when we state that, in our opinion, a great
many warchouses in the United States owe their being in business today more to
the tolerance and good will of their customers ratber than to any other reason.
We support this statement as follows:

First, the development of fast freight schedules by the railroads has resulted
in a less demand for the carrying of stocks in smaller communities. X

Second, the develogment of factory door to store door delivery bf' the various
trucking companies has eliminated the necessity of storage entirely in a great
many communities other than the larger centers of population. These are the
conditions that the warehousing industry now faces. .

The question of higher rates to our customers and enforcement of arbitrary
policies to be adopted, is not what is going to bring relief to the industry. It is the
volume of business, and this only, that is going to save the members of the industry
not so fortunately located as those in the large cities. There are now evidences
of & determination on the part of the larger concerns in the United States using
storage and warehousing facilities toward a concentration of stocks in the more
populous centers, and if, in our opinion, other located members of the trade
attempt to enforce any additional charges or restrictions, the result will be that
there will be a further concentration of stocks in the larger cities which can only
result in & great many warehouses being compelled to close their doors.

We do not believe, and we have some very concrete evidence to support our
atatement, that those distributors who are %nying the billa are in a receptive
mood for additional warehousing charges. If forced to take them, they will
reduce the amount carried in stocks to the lowest possible quantity and in as
few localities as possible, depending on railroad service and the trucking service
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to offset the small advantage they had in carrying spot stocks in the smaller
communities.

In conclusion, referring to article 4, as to wages, working hours, etc., the
code is satis!actorg(.) As a matter of fact, we have since our organization paid
to all classes of labor and clerical nelp higher rates and salaries than the Presi-
dent’s National Recovery Administration agreement called for and higher than
the code set up. We will, s0 long as we remain in business, maintain the integ-
rity of this section.

’{‘he principal matter of concern now is, can we hold our present volume of
business and can we hope to secure additional business, if attempting to apply
all the conditions of article 8 in the code to our customers?

Unfortunately, we have an answer to this question when we atate that certain
very desirable accounts advise us that rather than accept these additional charges
and terms, they would make other arrangements, if necessary, buy their own

rivate warehouse if they elected to maintain distribution in this community,
ft is & condition and not a theory that gives us the answer.

Submitting the foregoing, not in a critical attitude as to the general purposes
or intent of the National Recovery Act, but our conclusion relative to the
attempted application of the code as it now stands to the industry, we are,

Very truly yours,
YoongsTowN Eriz TerminaLs Co.

JANUARY, 17, 1935,
Deputy Administrator C. P. Crark,
Room 817 Denrike Ruslding, W ashington, D, C.

Drar Ma. CLark: Availing ourselves of the opportunity afforded us as out-
lined in your administrative order 232-14, under date of December 31, we are
submitting in this manner and method our position in the matter of the present
code governing the warehousing industry, which will, naturally, also cover our
objections to the assessment of the cstimated budget of $117,0600 plus for the
coming year,

This letter is supplemented by copies of correspondence on this matter. Among
them it a copy of a letter under date of March 2, 1934, which was addressed to
Gen. Hugh 8. Johnson, National Recovery Administrator, in which we at that
time set forth our objections to the application of this code, and at the same time
attemyted to furnish argumrants sustaining vur opinion. As a matter of fact, the
past year's experience has demonstrated to us that our arguments were sound and
that the arbitrary continuance of the code as written for another year will spell
ruin to a great many warehouses in the United States.

In substantiation of the argument that we eet forth in our letter of March 2,
1934, 1 am pleased to quote no less an authority than Gen. Hugh S. Johnson,
himself, who stated in his Saturday Evening Post article of July 21, 1934:

+That the first lesson we have learned was that a national code is wholly im-
practical for an industry which does not seil or manufacture goods.”

This fully sustains the contention set up by us a year ago that a concern
whose principal stock in trade was service could not he made to successfully
operate under a hard and fast code or schedule of performance. Stated in their
rels.tive order of importance, & public warchouse has for sale only two things,
service and facilities.

Four walls and a roof, so far as facilities are concerned, could constitute a ware-
house in name. The demauds of the present age call for a nature of service that
datermines, in the mind of the purchaser of service, whether it is valuable to them
cr not. The extent and nature of the service can only be measured and con-
frolled by purely local conditions, in accordance with present-day demands.
Article 8, copy of which is submitted, was promulgated in 1926, and it is too
violent an assumption to believe that it can be made applicable at this time.
Again, local conditions being the sole determining factor which must determine
the oxtent and character of service to be rendered, the local warehouseman is
in no way concerned, nor could he be expected to be hound by conditions which
might prevail in Seattle, Wash., Pensacola, Fla., or Boston, Mass. Article 8
&1; the (;;)}iie says that he must be found by such conditions and act in accordance

erewith,

To briefly summarize our objections &8 to the impracticability of this code, we
submit the following:

First, the code, in its application for the past year, has not tended to promote
new business for warehouses, and in this connection, it has failed to raise the
revenues of a majority of the warehouses in the country. Instead of acting as a

H
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medium to promote business, it has affected the industry with a loss of busincss.
Our company has lost accounts by the attempted enforcement of section 8, We
shall lose a great deal of business if we are obliged to comply with it to the letter.

Second, according to data submitted by the United States Chamber of Com-
merce in the summer of 1934, there has been a noticeable increase in the occupancy
of the warehouses located in the metropolitan centers, and a corresponding de-
crease in the warehouses located in the smaller communities. This will be the
inevitable result of the continuation of the Warehousing Code as in existence the
past year. It will force the users of warehouse space to a more restrict.d and
segreg; outlet for their produets, which will naturally result in a gain to the
warchouses in the larger cities, A copy of the set-up of the regional directors of
the code authority will show the metropolitan character of such representation.

Third, the present attempted arbitrary enforcement of this code, instead of
promoting a spirit of harmony between members of the trade, is producing the
opposite result. Friction, jealousy, snooping by one competitor on another, is
not conducive in a general way to the well-being of the trade.

Fourth, without any disparagement or criticism of the integrity of the gentle-
men composing the American Warchouse Association, or its members, we reiter-
ate that the American Warehouse Association does not truly represent in numbers
the rank and file of the smaller warchouses of these United States. According
to a bulletin issued by this association themselves, under date of October 1934,
the total membership in the United States at that time engaged in the dry mer-
chandising warehouse business exclusively, was 287 firms. There were seven
States, namely, Vermont, New Hampshire, Delaware, South Carolina, Mississippi,
Wyoming, and Nevada, which showed no representation whatever, or membership
in the American Warcehouse Association, Considering the number of firms en-
gaged in the warchousing business in the United States, such a representation
cannot be fairly said to be indicative of the entire industry.

Again, it might be taken into consideration that the larger membership, in
point of numbers, which composed the nonmetropolitan warehouses, are inar-
ticulate in hearings hefore the code authorities in Washington. These warehouses
are not able, financially, 10 have a representative at such hearings, and as a
consequence, their views are, to a great extent, submerged.

Tifth: The cost upon individial members of the trade for the enforcement of,
and maintenance of the budget, as requested, is, in a great many cases, pro-
hibitive. A conservative calculation on our part, would show that in the payment
of our footage assessment the preparation of tariffs and supplements thereto, the
answering of correspondence, and the preparation of statistics, charts, analysis of
costs, etc., from the code authority, the attendance at divisional code meetings
would cost us approximately $600 for the coming year. This for something that,
in all probability, will not only prevent us from securing new business, but will
drive some of our old business away from us.

We acknowledge the fine character, business acumen, and the good intentions
of the gentlemen who have been responsible for the Warehouse Code, bhut from
the standpoint of the submerged man trying to do business in one of the smaller
communities, and with competition from two large Metropolitan centers in very
close proximity to him, we cannot share the altruistic motives, nor concur in
their idealistic opinions as to the enforcement of this code, or to the good results
that will come to the industry from such attempted enforcement.

In conclusion, we utter our formal protest against any further continuance of
such,

Sincerely yours,
YounasTrowN-Erig TeErMiNALs Co.,
P. F. ANDERSON,
Vice President and General Manager.

SecrioN 1. As adopted by unanimous vote by representatives of the shippers,
bankers, railway men, and warehousemen at a general conference, April 30, 1926,
at the Department of Commerce, Washington, D. C., and endorsed October 30,
1926, by the Department of Commerce.”

SEc, 2. (a) The standard contract terms and conditions designatc each of the
following as & separate and distinct warchousing service: Handling; providin
special warehouse space; repairing or coopering; weighing; inspection; specia!
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physical warehouse checking; compiling special stock statements; making ¢ollec-
tions of money in behalf of customer; furnishing revenue stamps; reporting marked
weights or numbers; payment of freight charges in behalf of customer; shipping;
storage; supplying material; sampling; repiling. .

(b) Other separate and distinct warehousing services are: Drayage; providing
office space; providing office service, special telephone service, invoicing for
customers, etc.; providing extra labor; distribution of “pool cars.”

(¢) Not to name an adequate and separate rate or charge for each of the services
listed in subsection (a) of this section 2 when making quotations, or not to assess
an adequate rate or charge (whether or not there is an existing rate or charge)
for each of the serviees liated in subsections {¢) and () of this section 2 when
performed, shall be deemed a violation of this code. * * * as determined by
cost-accounting methods recognized in the trade and approved by the code
authority, subject to the approval of the Administrator.

TESTIMONY OF BENJAMIN A, JAVITS, NEW YORK, N. Y.

(Faving first been duly sworn, the witness testified as follows:)

Senator BLack {presiding). Proceed, Mr. Javits.

Mr. Javirs. I have prepared a short statement and will take just
about 15 minutes.

Senator BLack. Since there is only one member of the committee
here fi think you would accomplish the same result if you put it in the
record.

Mr. Javits. I would rather read it and then get some questions
from you.

Senator BLack. You may read it. I do not know about the ques-
tions.

Mr. Javirs. The N. R. A. if it is to be successful must be consistent
with our form of government. To be consistent with our form of
government it must become, if it is to be continued, an industrial
court where the constructive problems of industry will properly be
dealt with on the part of government in the only place where industry
and government should meet, and that is in the judicial branch. Any
other relationship breeds trouble for government and stops progress
in industry. In my opinion no N, ﬁ A.or N. I. R. A. was ever
necessary.

An intelligent Attorney General in charge of the antitrust division
could have done a far better job than was done by N. R. A. and could
have eliminated child labor, given the full benefits of collective bar-
gaining to labor in a more satisfactory form than 7 (a) has developed,
set minimum wages and maximum hours and could have accomplished
all of the other supposed benefits of N. I. R. A. The industrial control
plan without an{ N. R. A. is outlined in a memorandum which I sub-
mitted to Donald Richberg some months ago and it briefly reads as
follows [reading]:

MEMORANDUM ON PLAN FOR INDUBTRIAL RECOVERY VIA BELF-REGULATION BY
INDUBTRY UNDER JUDICIAL SBANCTIONS, WITH ELIMINATION OF GOVERNMENT
SUPERVIBION TENDING TOWARD BUHEAUCRACY

The plan provides for the organization of industry along trade association lines
for the purpose of fostering the economie rights of every division of the economic
rocess, and cvery individual eitecein, 1o rests on the well-established right of
industry to enter into contracts in the public interest. It is Yredicated on the
assumption that both business units and individuals are entitled to the oppor-
tunity to live and Emsfwer in return for discharging their responeibility to their
fellows. Because the plan considers the industrial rights of all members of society,
[t proposes a necessary and practical basis for the economic development of the
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oountry whether the present National Industrial Recovery Act remaine on the
books In its present or amended form, or is allowed to lapse.

Point 1: Agreements in promotion of or in restraint of trade which are in the
ublic interest or are not againat the publio interest have been approved by the
nited States Supreme Court since 1911.

Beginning with the Standard O+l cass and thereafter in the Window Glass case,
the U. 8. Steel case, the Inlernational Harvester case, the United Shoe Machinery
case, the M%lc Flooring and Cement cases, the Appalachian Coal case and the New
York State Milk case, the Supreme Court has consistently supported the above
doctripe. This policy on the part of the Supreme Court becomes clearer when one
studie® the cases which on the suriace are opposed to those just mentioned.
These.include the Hardwood case, the Oklahoma Ice case, the Trenton Potteries
case and similar ones,

Point 2: National Industrial R-covery Act is a sound declaration of the policy
of the Nation at the present time, but its admninistration is wholly or in part a
responsibility of both the Attorney General and the Federal Trade Comnuiission,

The Attorney General is the officer of the Nation empowered to pass upon
agreements concerning trade to see whether they violate the antitrust laws. Tt
is also his duty to keep in touch with the economy of the Nation to sec that where
agreements of this character are in force, they are not violated. The policy of
the National Industrial Recovery Act, however, as laid down by Congress is a
direction to the Attorney General and the Federal Trade Commission of a
change in the economic policy of the country, Congress in cffect declared in
this statute that the price structure of an industry shall not be permitted by any
recalcitrant minority or any individual to go below a point which under ordinary
circumstances would fail to show a fair return. This was to eliminate cut-
throat competition which purposed nierely to put a competitor out of business,
and hence his employees out of jobs.

Point 3: Self-government of industry as a national policy is legal and practical
only if industry itself prepares and subseribes to binding agreements in the public
interest which arc approved by a court of law.

Leadership to inaugurate sclf-government of industry must be exereised by
the Government in the person of the President since industry itself does not
understand its own reaponsibility for the welfare of the Nation and does not
realize that it must have a definitc philosophy of its own course and its own
objective, and siuce it has no representative endowed with the confidence of the
country as is its political Chief kxecutive. Our objective is undoubtedly toward
some form of planned economy.

Industry should submit agreements which will entitle it to self-regulation and
self-government provided that the following obligations are assumed by it:

A. Not to scll below a price which will endanger our economy of abundance.
This may be accoinplished by arbitrarily fixing a base prico where the accounting
methods of an industry are not such as to permit sccurate price finding or until a
uniform cost-accounting system is developed.

B. To set aside a substantial percentage of its profits to be distributed among
its employecs earning below $5,000 per annum so that buying power may be con-
atantly on the increase and in recognitiva that wages alone do not keep pace with
modern réquirements for constantly higher mass purchasing power.

C. To provide unemployment insurance, pensions, sickness and death benefits
and any other provisions which will give economic security to the employable
poi)uluti(m.

D. To pay to the association of the industry a percentage of gross incote to be
used for standardization, simplification, research or any other improvement which
will lower price, improve product and therefore widen the market and lower the
price.

E. To be responsible for a certain part of the employable population of the
Nation, and either to see that they arc employed or to carry them as a part of the
cost of the industry. (This may not be immediately practicable but must be
essumer! as an ultimate obligation.)

F. 7o treat with labor as a part of the management of the industry and not asa
“commodity”. (The General Motors plan provides some constructive suggestion
along this line.)

(. To set up a board or boards in the industry itself, giving such representa-
tion as may he neceseary to groups like labor, the consumers, other hranches of the
industry and government, which will best effcctuate the agreement set forth here
in its broadest outline. This board would determine and define fair and unfalr
trade practicos with the app-oval of the courts,



INVESTIGATION OF NATIONAL RECOVERY ADMINISTRATION 2239

Under this plan the courts should determine in individual cases what per-
centage of an industry would be qualified to determine the provisions of the
various a%rcements to apply to the industry, it being expected that 60 percent or:
more would be required.

Point 4: The Attorney General should institute proceedings in courts of law
to determine promptly the legality of such agreements.

The approval by the courts of agreements drawn along these lines under the

rocedure followed by the Attorney General in the Remixyton Cush Register and

ational Cash Register case, in the Standard Oil Co. of New York and Vacuum
0il Co. case, and the Appalachian Coal case, would quickly instill that confidence
in our economy so essential to recovery.

Under the recent amendment to the United States Judicial Code (H. R. 4337,
approved June 14, 1934) industry and the Attorncy General were given a simpler
and quicker method for determining court approval of the plans of business
through the declaratory judgment. The statute reads as follows:

‘(1) In cases of actual controversy the courts of the United States shall have
power upon petition, declaration, complaint, and other appropriate pleadings to
declare rights and other legal relaiions of any interested party petitioning for
such declaration, whether or not further relief is or could be prayed, and such
declaration shall have the force and cffect of a final judgment or decree and be
reviewable as such.

“(2) Further relief based on a declaratory judgment or decree may be granted
whenever necessary or proper. The application shall be by petition to a court
having jurisdiction to grant the relief. "If the application be deemed sufficient,
the court shall, on reasonable notice, require any adverse party, whose rights
have been adjudicated bi’ the declaration, to show cause why further relief should
not be granted forthwith.

“(3) When a declaration of right or the granting of further relief based thereon
shall involve the determination of issues of fact triable by a jury, such issues may
be submitted to a jury in the form of interrogatories, with proper instructions by
the court, whether a general verdict be required or not.”

Implicit in the plan would be provision by the Government, upon request of
industry and/or the Attorney General, for apeeding of court decisions and lessen-
ing the cost of judicial procedure.

It is submitted that such of these principles as might not have been valid prior
to about 1912 will be practioal today because of the changed behaviour of economic
factors under the changed conditions brought about by machinery and electricity
operating on the mass production principle. Our economy has shifted from &
condition in which it was of paramount importance to the national welfare that
the buyers' interest be Froiected to one wherein it is of equal or even greater
importance that the sellers’ interest be safeguarded.

‘his economy of abnundance can be inaugurated only as each owner of goods
or labor power is assured of getting a price for it showing a constantly higher
return even though the actual price may actually go down. ‘That is the paradox
of an economy of ahundance as yet not generally understood.

The character of all our legal thinking affecting commerce has heretofore been
to protect the buyer. In our present sellers' civilization we must change our
approach to problems of induatrial and business rights in recognition of the fact
lta at the rights of tho seller must be protectcd, though without damage to the

uyer.

By recognizing the natural economic demands of all divisious of the industrial
ggogcss the plan here outlined provides for a basis for sclf-government in industry

at—

1. Assures that government and industry can work together because industry
will rely on judicial sanction which makes it independent of bureaucratic tenden-
cles in government.

2. Gives industr{; full power of civil and equity enforcement.

3. Makes every business man a guardian of his code contract.

4. Separates policies of civil government from economic requirements of the
Nation, and eliminates all danger of dictatorship.
ths' Gt“ves industry & dominant voice in the formation of the economic policy of

e natfon,

6. Relleves government, and therefore the country, of assuming burdens for
permanent relief of the population.

7. Provides the only dependable way for the country to balance the budget and
establish a stahble financial polioy

8. Beparates industry and the state and at the same time ties them together-

in the service of the people.
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In view of the fact, however, that the American public is politically
minded in that for every trouble it believes some new law should be
passed, I shall also submit within a day or two a rough idea of a
statute to replace N. I. R. A, or as an amendment to N, I. R. A,,
which would combine the functions of the Federal Trade Commission
insofar as the Federal Trade Commission acts as a judicial body on
matter affecting fair competition with those of the present N. R. A,
My proposed legislation provides that the new court act somewhat in
the same manner as the Board of Tax Appeals does when it sits as &
special court to hear and determine tax cases before they are heard
and determined by our regular courts of law. Briefly, my proposed
statute provides as follows:

The formation of the Federal Industrial Court which shall be a
judicial tribunal and which shall review all codes of fair competition.

here shall be 9 such courts, 1 for each Federal dis¢rict. Each court
shall be composed of 3 members—1 who must be a iawyer, and
2 others who may be chosen from the ranks of labor, industry, the
professions or an economist, All of them should be chosen because
of their experience in industry. There should be three appeals courts,
each composed of three lawyers, and from these appeals courts, appeals
should be taken directly to the Supreme Court of the United States.

The Federal Industrial Court, however, shall not be able to amend
or terminate a code unless 65 percent of the members of the industry
agree to such changes. If the industry has no code or if 65 percent
of the industry cannot agree on a code or a provision for a code the
Federal Industrial Court may write the code or the sections of the
code upon application by any member of the trade or industry.

In the proposed act the ¥ederal Industria] Court is given & great
many of the duties provided for in the Federal Trade Commission
Act and in the National Industrial Recovery Act except that industry
is permitted the broadest powers of self-government.

The Federal Industrial Court shall be a court of limited juris-
diction, but it neverthelesa shall be a court of record. It shall be
principally a fact-finding body. The principle of a fair return to
industry where industry can be shown to be vested with a public
interest should be the guiding principle of this court. This industrial
tribunel should conduct its proceedings not in the heat and temper
amidst a clashing of interest, which characterizes & great many of
the proceedings under N, R. A., but with a dignity and with a restraint
which makes our Federal courts so noteworthy and such models of
how courts of law should be conducted. The act incorporates 7 (a),
with the understandinffv that 7 (a), in itself, must still be passed upon
finally by the courts of the land.

Under either of these programs industry would cnforee its own rules
and regulations and bring into line recalcitrants that were adversely
affecting the economy. Tho procedure of the new courts under my
legislative proposals would be simplified and available on informal
notice to everyone,  Under the proposed law agrecments in the publie
interest would exemnpt people from the operation of the antitrust laws
and there would be no liinit placed upon the powers of industey just
80 long as the public interest was protected. This it would be the
duty of the Federal Industrial Court to see done.

With respect to the N. I. R. A. I talked with General Johnson
when I helped to some extent to draw the act and pointed out to him
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how there was no possible hope of getting a full measure of recovery
unless the hand of bureaucracy was never permitted to get to the
surface. The N. R. A. as it stands today is admittedly a bureaucracy.
This is not to be blamed upon anyone in particular as it was a natural
outgrowth of the vast powers vested in a bureau without tradition or
previous experience. (feneral Johnson prefers to teke the blame, be-
cause he permitted the development of conflicting groups within N, R.
A. that made those who administered N, I. R. A.lose sight of the large
aspects of the recovery act and so involved the administrators in the
minute problems of day-to-day administration as to make of N. R, A.
a place where industrial conflict was exaggerated and intensified
instead of a place where coordination and coogemtion by all was to be
the rule. 1 believe the mistake was in thinking that industry could
be run by adopting the principle of the town meeting, which may be
all right for political democracy but will not work presently in industry.

The Federal Industrial Court could properly do a great deal 1n
golving the problems of overlapping codes. We would do away with
the great problem of executive orders in National Recovery Adminis-
tration that have not the forse of law and the exceptions to which are
not. matters of public record, or are of such public record as to be
unavailable to tlra)e average lawyer,

The proposed legislation would make of National Recovery Admin-
istration what it was designed to be in the first place, and that is an
umpire between the various conflicting groups in various industries,
The act would undoubtedly result in bringing together the various
members of code authorities into an organization representing indus-
try instead of discouraging the formation of such an organization as
is the present policy and which has resulted in industry having no
leadership and no united voice except that of the United States
Chamber of Commerce which is admittedly not sufficiently representa-
tive, and of the National Associat’on of Manufacturers which is also
not sufficiently representative,

I realize that I have not touched upon many of the present questions
which the National Recovery Administration has placed in bold
type before us, For instance, the right to assess all members of an
industry, the right of enforcement of a code as against nonassenters
or as against a minority the right of a predominating majority to
virtually put people out of business, the right to establish price and
production reguletion in varyin, degrees, to these and a number of
other questions my answer is that the industrial statesmanship which
at the present moment can best be developed by the kind of & court
I suggest, is needed in order to solve these questions and that such
industrial statesmanship will be sustained by our higher courts even
if the decisions might clash with our present ideas of the right to con-
duct our economic interest as did our grandiathers. I believe that
every man and woman and oven clild must now admit that our eco-
nomic order has changed and that the economic interests which should
be considered us a private right, nevertheless are subject to broad
ideas of statesinanship which nust find their place in our economy as
they already have a well-established place in our politics,

The questions above referred to, which I have not been able to
touch on here, will be dealt with in the statute which is being drafted
by my firm, Javits & Javits, of New York City. We have had a
great deal of experience as counsel to code authorities and associa-
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tion groups in trade and industry with the practical problems raised
by the National Industrial Recovery Act itself and its administration,
and we are proposing to meet these problems in the draft statute
realistically yet with a recognition of the economics of today in which
they must be solved. As stated before, I hope to present this statute
to you in a few days.

Senator BLack. Very well; thank you.

TESTIMONY OF WILLIAM H. INGERSOLL, ATTORNEY, NEW YORK,
N. Y,

(Having first been duly sworn, testified as follows:)

Senator Brack. Because of the very small number of the com-
mittee here, can you finish in 5 or 10 minutes?

Mr. INncErsoLL. | will make it very brief.

Senator Brack. We asked you to prepare a written statement.
Wou may make a short presentation now und then put your written
statement in the record.

Mr. INaersoLL. My concern in this situation is for the continuance
of the National Recovery Administration. I have a profound con-
viction that the scheme in its main ideas is not only an excellent one,
but a very necessary ore unless we are going to have o tremendous
change in our social and cconomic situation. I am particularly
interested in the distribution side of business.

Senator Brack. What is your business?

Mr. INversouL. I am a mewmnber of the fivm of Ingersoll & Norvell,
sales consultants and advisers, but my prineipal business exporience
was in the manufecture and distribution of dollar watches.  I'became
well acquainted with the problems of the distribution field, the
merchant, at that time.

When 1 hear the proceedings as you had them this morning, it
seemns to me there is an undue emphasis ou the gigantic corporations
that you are very much concerned about regulating, but I would ask
you to let your minds sweep across the country to Wisconsin, to
Alabama, to Michigan, where I came from, to all of the sections of
this country where the towns and cities are made up of main streets,
composed of ordinary little business men. Those are the men in
whom I am interested and for whom I am concerned and in whose
behalf T think the National Recovery Administration is essential
unless they are going to be wiped out.

I have prepared a chart here which I can show you in an instant
to give you an idea about whom I have in mind. I think the National
Recovery Admiuistration is the only protection we have had to curb
the tendency thau has been so rapid)f

This full circle [indicating) represents the entire retail distribution
of the country, which in 1929 was about a billion dollars & week. At
the close of the war, practically ull of this business was in the hands
of the independent merchants. Up until 1924, about 14 porcent of
all of the business had been concentrated into chain store business,
From 1924 to 1929, 7 percent more was concentrated, <o tLnt we had
about 21 percent, and since 1929, there has been about & percent
more. This is sweeping around and eliminating the small man who
numerically coustitutes the bulk of American business.

I believe that unless the provision to permit the small man to secure
such protection as they can, unless they can get thut through the code
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regulations, there is no way of stopping the continuance of that ten-
dency that I have just disclosed in the chart.

There are so many thoughts that ought to be brought out in that
connection, and in the pressure of time that you have, that I hardly
believe, Mr. Chairman, that it is worth attempting to go on, although
I am mtensely interested and feel that unless you are going to change
the character of every town and village and e¢liminate the independ-
ent man you must take the business people in and allow them to have
a voice in setting up and controlling the conditions under which they
are going to operate, I beliove you have done, in the passage of the
Neational Industrinl Recovery Act, something that should have been
done long before, the absence of which was largely responsible for
the trouble we got into and are still in, and that you in effect made a
beginning in professionalizing business.

have been impressed by the preceding speaker and by others this
morning with the fact that business was not prepared. They had
never had associations that could do anything. The short experience
that we have had has not permitted them to accomplish what was
implied in the N. I. R. A. You have commenced a great educational
work. Most of the Members of Congress are professional men, They
wero not permitted to enter their profession without a training, they
were not permitted to practice without satisfying an authority of their
qualifications to practice, They have inherited centuries of accumu-
lated and systomatized and organized knowledge, they have a tradi-
tion and a system of ethics which govern. The othics, I know, have
silly phases and selfish phases, but that will always obtain in buman
affairs. Nevertheless, thoy arc a bulwark, and you have commenced
something that begins to give business the status of a profession in
this sense, that there is a zone between what you can cover in a
generul law such as the Federal Trade Commission Act, the Clayton
Act, and tho things that have been left to the individual and still
others which must always be left to the individual to be controlled
biinself. There is o zone in between there that is analogous to the
zone that is taken care of in the legal profession by the bar associa-
tion and in the medical profession through their associations. All of
the professions have them.

T{lem i8 no way to legislate and cducate and train this body of
business men overnight. No act of Congress can accomplish that
but the emount of education that has now gone on under the National
Recovery Administration is bringing a sccial appreciation and a sense
of responsibility, to the business community, and if the act is allowed
to continue and the preponderance of responsible business men are
allowed to set the standards, you will have an accumulating body of
regulations which are analogous to that in-between z ¢ ‘that in the
{;rofessiuns is covered through their professional assoct: ions and their

ar committees, and so forth.

There is one other thought I might leave with you in this respect.
The fact that we husiness men had no such preparation as you pro-
fessional men had - there was no place to get it.  Perhaps you are
familiar with the reminder thut is over the entrance to the Harvard
School of Business Administration, where they say that “Business is
the oldest of the arts hut the newest of the sciences.”

Wo suffer from a series of abuses in the business world, part of them
deliberate part of them predatory on the part of the powerful interests,
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part of them ignorance due to their lack of preparation and the
unsoundness of the knowledge of those who are operating. If you
consider the matter, if you would be realistic and look at the situation.
and realize that a mejority of the business men have not even a set
of books that gave them the information on which they can know
their costs, you will find why it is necessary to leave to the respon-
sible majority the establishment of these interniediate regulations that
cannpt be covered in such an act as the Clayton Act, and yet must
not be left to the individual caprice and notion, you will realize why
that must be done or else we will have just whut we have had going
on and as pictured in this chart,

Therefore, Mr. Chairman, I plead for the continuance of the Na-
tional Recovery Administration in its substantially present form. I
believe that you drafted the act originally about as well as you will
ever do it, that it contains no major defects, that the defects, the dis-
appointments that we have had have arisen from two things.

In the first place, it was impossible to get both the competent busi-
ness administration coupled with the social appreciation that has to
go with the thing, and secondly, the business community was not
prepared to fulfill the obligation that was expected, but it never will
be unless you let us go on trying and get the experience and try and
develop. Then we shall have a business which will be comparable
in a sense to the professions.

Senator La FoLrLerre. I got the irnpression from your statement
that you thought that the N.R. A. had been helpful in checking the ab-
sorption of retail distribution by the 1so-called ‘‘chain organizations’?

Mr. IncersoLL. 1 think it has.

Senator Lo FoLLeTTE. In what respects? In what ways has that
been done?

Mr. Inarasorr. If you look at the abuses which Yere rampant
and are still to some extent, hecause the thing could ng be cured in
so short a time, you discovered that we had unfair pr.le discrimina-
tion between customers amounting to subsidies in favor of the big
buyers, out of all proportion to any economies or savings. You see,.
it comes to this, tEat when a distributing chain organization or any
other organization gets control of a market, that manufacturers can-
not gain entry there oxcept they make terms with that distribution
outfit, then tie pressure 1s put on them to drive down prices, and
drive down prices, 1t has to come out of wezes and purchasing power.
4 For one thing, the N. R. A. put a bottom to how far that could be:

one.

Then, all of the different trade associations, and when 1 say all of
them, that is too sweeping, but many of them thet put provisions in
their codes which limited the amount oi favoritisin and subsidy which
could be granted to these tremendous buyers, and has put the small
nian on an approximately fair compotitive basis, so that all the way
through the allowances, the different forms of favors have been curbod
which never could huve been covered in any general legislation and
would have to be left to codes, just as Mr. Choate this morning
described how he did not think a bill conld be drafted that would
enable the Treasury to do the work that his bureau is doing. You
could not possibly make & general act that will vover the ground, that
will nin al? the way from powder puffs to locomotives.

The chances for abuse differ s0 much in the different industries
that you must make provision to allow the industries to formulate



INVESTIGATION OF NATIONAIL, RECOVERY ADMINISTRATION 2245

their regulations, the men in the industries who know the conditions,
who know the abuses and who are there and who feel any violations
that occur. The first notice of violation in the field comes to a com-
petitor. He is the one that goes to the code authority and gets the
matter straightened out.

Therefore, Senator, I believe that through the curbing of these
favors to the big ones, which has run through very generally the
majority of the codoes, has been a decided help. You have only to
.go—I have done this myself before I came here—I have consulted
the booksellers, the druggists, the tobacconists, the jewelers. You
find this invariably, that the small people feel that there has been a
stability put underneath them. They know that there is some pro-
tection that puts a limit to the amount of discrimination that can be
put against them because they are not big, and it gives them a sense
of spirit and a confidence to go on which they never have had for
some yem’s.

Thero has been, in my judgment, omissions, particularly one—was
it Senator Owen spoke this morning?

Senator Brack. Senator Owen, yes.

Mr. Ineersorn. He referred to the loss leader abuse, which was
one of the chief causes of the concentration that I pointed out to you;
the misuse by the big organization of the standard, well-known
article as a bait to draw trade.

The Federal Trade Commission inquiry for the Senate into the
chain-store situation disclosed that thoso organizations do some 20
or 21 or 22 percent of their business at a loss, for the purpose of
bringing in suckers, of deceiving people. I believe that the N, R. A.
administration erred in failing to face that in the Retail Code, but
I look upon that as & minor omission which can be corrected as
time goes on, and I know that under the act it could be corrected if
the administration wanted it to be and could be convinced of its
advisability.

I would say this in conclusion, Mr. Chairman, that there has been
a great deal of criticism and complaint on the so-called ““price fixing
in the codes. I myself am firmly convinced that it was utterly
wrong in principle—thoe matter of price fixing. I am not nearly so
indignant about it however as I am about aguses which caused the

rice fixing Lo be siteiupted, the loss lender and all of the other things,
gut when business first had its privilege of trying to do these things,
and in the unorganized and illy prepared condition and state in which
they had to moeet this sudden opportunity, the first thing they tried
to do was to curb these abuses by the means that came to their
minds, and the efforts to regulaie the price cutting was one of them,
But almost all of them would be quite content not to have any general
price fixing and not to have any agreements among themselves,
among those who are competing, although that only puts them now
on a footing with the chains, 'ﬁle chein stores may have a thousand
stores and they have no noed for any agreements. They can impose
their prices, the same prices in all of their stores without any ques-
tion, and nobody thinks there is nnK impropriety about it. A
thousand little retailers competing with them have been forbidden
from doing such a thing.

I still think that it is not a sound practice, that price fixing among
competitors is negation of the principle of economic individualism.
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At the same time, ‘he reason that that was so generally sought for
was this abuse of the standard well-known articles, and if Congress
would only face that one issue, you would find all of those trade
associations perfectly willing to dispense with general price tixing if
you would permit them to have some arrangement that would forbid
this loss-leader abuse on the standard merchandise.

I thank you, Mr. Chairman, and I will submit a statement,

Sepator La FoLLETTE, If you submit your statement, you under-
stand that you are at liberty to enlarge on any of these points that
you have coverad and to cover anything that you have not covered.

Mr. INgERsOLL. Yes, sir; I assumed that I could.

The CHairMAN. You can send it down at any time.

(Mr. Ingersoll subsiequently submitted the following statement:)

SUPPLEMENTARY STATEMENT OF WirtiaM H. INGERsOLL

CoMMITTEE ON FINANCE,
United States Senate, Washington, D. C.

Mr. Crarrman: The results of the Recovery Act have fallen short of hopes and
possibilitics.  You did yvour part well in formulating and passing the act. The
measure itself was all right in prineiple and for the most part in its terms. It has
fallen short of expectations because (1) we business men were inexperieneed in
self-government by industries and fell into some grievous errors; and (2) the
administration of the aet hus not measured up to the eoncept which prompted its
drafting and adoption.  Hs application has not heen realistically adopted to
actual conditions.  But the greatest mistake of all would be for you to conelude
that beecause there is reason for disappointment in this short trial that all is lost
and that the effort should be abandoned in its entirety.  That would plunge us
back into the quicksands upon whicl it would be disheartening to build recovery,

In those dark days of early 1933 when the Recovery Act was horn, conditions
stood out in such stark nakedness that we could not miss some of the canses
which led £ our collapse,  Qur situation was so desperate that things simply had
to he done overnight which ought to have been done gradually long before, and
the omission of which permitted an aceumulation of burdens that finally broke
onr backs,  The National Industrial Recovery Act was onc of the fruits of those
ditficult days. Tt was plucked a bit green and hasn't had time to ripen yet.

To understand what the National Industrial Recovery Act could have done,
we must think again of the conditions it was designed to -ure. 1 shall list some
of the abuses in a moment. It will beg the question to tay, as some of you du,
that minimum wage rates and maximum hours of labor measured the limits of
its usefulness and need. We must not yield to the imjpulse to throw up our
hands in confusion simply beeause the subject is intrieate,

Over the entrance to the Harverd School of Business Administration we are
reminded that business is the oldest +{ the arts und the youngest of the scirnees,
We business men had to come to our duties without adequate preparation.  OQur
practices have been full of faults and abuses. Our ealling lacks formulated
tradition, knowledge, and cthies,  Most of you in the Senate come from tae pro-
fessions such as the law or medicine.  You were heirs to an historic body of
organized knowledge in which yon received a systematic training. ‘Coupled
with that, your profession has a prescribed system of ethics as a guile to its
practitioners,  Overlooking that these cthies are marred in some degree hy
silliness and selfishness, as all human institutions must be, they nevertheless stand
as & bulwark of decency and fairness,  You cast out members who transgresy
their tenets.  They sre a protection to those within the profession, to clients, and
to society as a whele,  They are your “codes.”  Without them whet would the
professions have beecome?  Why expeel more of business with its vamifications
and opportunities for trade-practice sbuses?

In the depth of the depression it beeame vividly real that there was no hope for
business to recover without breakine the stranglehold of the evils of excessive
competition. Demoralization had reached a point where goods vwould not bring
their costs.  Trade involved loss. Lawyers will not work without retainers or
fees.  Labor will not work without wages, How can business, be expected to
carry on and furnish employment without prospeet of remuneration? T refer to
ordinary business and to reasonable remuneration, not to overgrown quasi-
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monopolies or unearned compensation. The latter helped to bring on our
general bresk-down and they thrive on unregulated conditions.

Let us list & few of the typical malpractices infesting nearly every branch of
trade and industry to remind ourselves of the cvils the Recovery Act aimed to
remedy. The business man who sees the situation from the inside knows that
the most insidiously far-reaching abuses are not those which sound the worst to
the consumer and professional man.  But consider these forms of chiseling which
were rampant wheu you passed the National Industrial Recovery Act:

Unfair price discrimination between oustomers amounting to subsidies to
favored buyers. Rebates or discounts with no adequate consideration received
in return, favoring some customers over others, reminiscent of and akin in cffect
to the secret freight rebates which fostered the old oil and steel monopolies and
threatening the continuance of the ordinary-sized enterprise.

‘“ Allowances’’ for ‘‘advertising’’ or other ostensible considerations not actually
expected to be fulfilled, granted to some custoiners, unknown to others.

avors to sume over others in terms of settlement, delivery or other particulars.

Spurious elassification of merchandise as '*discontinued’’ patterns or “‘saconds’’
and falge billing to disguise unethical, discriminatory transactions.

b ‘“Loans’’, gifts, and “‘sure thing’’ wagers to conceal improper inducements to
uyers.

Exaggeration, misrepresentation, and false claims in sales and advertising;
defamation to discredit competitor’s products.

Price cutting; selling at a loss; “loss-leader” sales on well-known articles to
deccive the unwary into supposing that similar values prevail on all the adver-
tiscr’s other merchandise.

These are conscious and intentional departures from straight dealing which
with their elusive diversifications eannot be reached by general legislation like
the Clayton Act. Twenty vears of the Federal Trade Commission shows the
insufficiency of a general unfair trade act. Such a list of subversive practices
with all the variations that are rung on them according to the nature of the differ-
ent fields of industry and conuneree, suggest only some of the commoner devices
deliberately resorted to in the seramble for business when eompetition is unbridled.
The harder it is to get business, the more prevalent the triekery hecomes.

But business suffers not only from deliberate transgressions. Men cannot
enter Jaw, medicine or enginecring without demonstrating their qualifications to
practice competently.  Business is not so sufeguarded. Without experience or
training anyone ean enter and ““practice” business. Constantly a whole industry
or & commercial community has been subjected to the competition of some who
operated without cven n set of hooks. In the absence of reliable accounting
information or a knowledge of costs or operating expenses thev do reckless
things. Capably conducted enterprises must mees the prices, terms, and other
inducements of inexperienced, ignorant, captious, lawless or predatory operators
who were without accountability to any authoritative tribunal.  We had no
bar association or ita equivalent hefore which to bring offenders againat business
decency, or sanity, uniil you gave us our code authorities.

It is no answer to say that the incompetent will faji and the fit survive. The
newcomers are endless and their irrespousible actions menance all who must
meet them in the business arena.  Tn failing, they carry down with them many
worthy enterprises which cannot survive the continnous racking.

it was wnder sueh conditions, aceentuated by the tension of a terrifying depres-
sion and hy productive facilitios far outstripping onr capacity to consume, that
sontebting had to be done. The ecompetitive systers without the ballast of
cthical limitations or tests of ability to practice, had overstrained itself,  Con-
~entration and quasi-monopoly had grown apace.  Prices had been driven down
and down partly by the old fomiliar deviee of the big fellows who ent as a meaus
of eliminating smaller competitors and partly by the reekless efforts of the unin-
formed and irresponsible ineompetents who in their desperation to get business,
took it upon any terns. The sound, wholesomo majority tound th emselves
ground hetween the upper and nether willstones. I they did business it was
at o loss that wonld soon exhaust their resourees.  If they deelined to trade on
eueh terms it meant stagnation and unemployment.  Thus the intensifying
depression brought to its eulmination a process that in ordinary times works o
slowly that its effects are not plainly diseernible. 1 am not offering this as the
whole explanation of the economic disaster which overtook us but as one of its
scrious aspeets, At any rate we had reached the brink of collapse.  Something
had to save us.
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The Recovery Act was your contribution to this situation and it was a good
one notwithstanding all the pontifical criticism of those who have never been
in business and of some in business who have special axes t» grind. Of course,
we expected the impossible from this legislation and that was one of its handicaps,
that it seemed to promise all things tn all men. Business cxpected stimulation;
labor expected higher wages, em, isyment, and stronger orzanization; cousumers
expected purchasing power. | am dealing herein, gentlemen, primarily with
the trade-practice pwvisions of the act which are of first intcrest to the business
community. Butif we can keep our sen'~ and perspective until we get adequate
administration, the act as a whole, with relatively minor modifications, will
prombie the general welfare.

Why was the passage of this act hailed with a universel approval never accorded
any other act of Congress? Why were all classes of business men raised to
unexawpled heights of exaltation? Why, though warned that it was going to
make living cost more, did the people welcowe this prospect with such patriotic
zeal that it hecame all but traiterous 1o patronize any who were not flying the
“blue eagle’’? Why from coast to coast did our cities express their ardor in parades
amounting to a national celebration of a reprieve from impending disastor?
It was not that we werc insane then. But we had bhalanced on the edge of the
precipice and were saved from going over. If it had done nothing more than
give us courage to struggle on, the “ecovery Act would have justified itself.
But there was substance in it as wel. as inspiration. If only there had been
the practical administrative wisdom, there was a situation to conjure with for
the general good.

What the average, ordinary businoss man saw in the Recovery Act was the
chance for the wholesome majority in his indastry, to rescue it from the unsound
and unfair “goings on’’ that had brovght it to the verge of a breakdown, Business
men threw their hats in the air because ic secemed as though Congress finally
had seen that business with its huidreds of industries and trades, each with its
ramifications and peculiar abuses, required some protection analogous tq that
enjoyed by the professions with their standards of practice and their associations
to enforce them. He thought, subeonsciously, that Congress recoguized the
hopelessness of general lewislation to meet the situation and saw that the single
way to do it was to leave the corrective measures in the haunds of the only body
intimately enough acquainted with the conditions to deal with them effectively,
the men actively comprising the industry. Thus he had & vision that, industry
by industry, and trade by trade, the hetter eleinent, the great responsible majority
constituting the middle group, in each, would prescribe the standards governing
the conduct of that whole industry or trade. He saw order and decency
supplanting chaos and depredation.

It refreshed the business manp to be treated as a trustworthy citizen, fit to have
an influential voice in the conditions in which he was to carry on hie activities
instead of being lumped with the predatory big fellows and the little gyps as
members of a plunder band. A wave of hope, pride, and encouragement swept
through the ranks of business, and nothing would have been impossible if the
administration had met this with the right leadership. Much, indeed, has becn
lacc';omplie)f.ed if we stop to think, but more has been tragically missed and morale
ost,
But the great thing was that Congress recognizad that there was a zone of
conduet regulation hetween what could be covered by general legislation which
a national legislature could frame to apply to all kinds of business as & whole
and what had always been left to each individual busiuess to settle as it pleased
in its competitive practices, and that this zone could rnost wisely be left to col-
lective business in each line to set the standards and enforce them as the pro-
fessions had long done. To this extent and with only reasonable governmental
supervision chere was to be “‘sclf-government’” in business.

Before telling why the scheme hasn’t worked according to schedule, let us ask
what the majority of moderate-sized businesses were most interested in curing
among the abuses that were cating at their vitals, That will explain why tha
National Industrial Recovery Act was looked upon as a godsend.

If we examine the abuses cited above we find one recurring cnaracteriatic in &
number of them—in prices, discounts, rebates, allowances, and other concessions
given to some and not to others. Now when favors are being dispensed, they
go to the big and powerful. The multitude of smaller businesses find themselves
at a paralyzing disadvantage in trying to compete with those who enjoy inside
benefits. Thus the great majority were dissatisfied with the way the few were
enabled to pry larger and larger slices of the total business away from them.
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This is not the place to stop and argue the merits or possible justification for
the quantity prices and other allowances enjoyed by large buyers. The bald
fact is that the vast majority of business men have small businesses and they fel$
themselves unjustly discriminated against. For years, in good times and bad,
they had seen their fellows driven to Lhe wall by the thousands. They had seen
business become more and more concentrated in fewer and fewer hands and the
units grow bigger and bigger. They attributed this to the system more than to
efficiency. They were against the system and that is why, constituting a
majority, they haled the National Industrial Recovery Act. 'They felt that a
solution was .eing delivered into their hands, that the processes of democratio
balance were being restored.

Senator Borah and Clarcnee Darrow to the contrary notwithstanding, the
Recovery Act was an instrument by which majorities could protect themselves
against the aggressions of minorities if administered in accordance with its
concept. It was a protection to the mass of moderatc-sized businesses against
predatory or unsound competition. There are clear reasons why the scheme
has not delivered what was hoped from it and these do not discredit tne long-run
soundness of the plan itself.

To begin with, the very terms of the recovery act presupposed a preparedness
in the ranks of business to fulfill its purposes which did not exist and could not
instantly be brought into being. The act stipulated that codes to be acceptable
must he offered by associations that were ‘“representative” of their industries
nationally. Presumably this meant that the association memberships weie to
include a majority of the businesses in their line throughout the country. Few
such organizations that came anywhere ncar such representative proportions
in fact existed.

Busincss men had been forbidden under the Sherman Act to associate them-
selves together for some of the uppermost purposes that they were now suddenly
expected to deal with. Trade associations were generally under suspicion.
Many had been prosecuted and disbanded. They had never enjoved any au-
thority to enforce any principles they might adopt. Few of them carried on
serjous work. Business men commonly regarded them mairly as social adjuncts.
Usually their dues were too low to support important activities. For the most
part they were managed by secretaries who i.ad had no responsible cxecutive
experience in the industry and whose main duties were to drum up membersnip,
collect dues, arrange conventions, and perhaps publish bulletins or an ussocia-
tion organ, There were important exceptions, but only rarely were these sccre-
taries of the caliber for instance to direct adequately the activities of a code
‘aiut]xority or command sufficient respect to discipline the industry or settle trade

isputes.

In such circumstances there was no way at once to get the men in each line
from all over tie country into their appropriate sssociations and to sclect the
most competent officers. These men were not eccustomed to getting together
ou important m-tters. Their constitulions, and byiawa were not designed to
permit orderly and diecriminating treatment of questions vital to their indus-
tries and touched with an element of public interest. The members had been
prevented legally from getting experience in such affairs. Hence, when the
emergency called for preparedness our previous public policy precluded finding
thez‘n (ll'es.d_v to exercise their new powers and duties as judiciously as ccnditiona
needed.

If those administering the National Tndustrial Recovery Act had been practical
as well as social-minded men with an appreciation of these realities they would
not have attempted to jam through their program so shortly cx})ecting im-
possible results. The wonder is that we have fared as well as we have. And
since men learn hest by doing, the National Recovery Act has compelled educa-
tion in an area where formerly it vas forbidden. The short life of the National
Recovery Act has not permitted the improvement in understanding and method
that will come with a little further experience, . .

If we persevere in preserving and developing the National Industrial Recovery
Act and its administrative agencics, we shall regenerate our whole hody of busi-
ness men. Out of the strugele of perfecting and administering their codes, the
members of each industry will be brought face to face with the issues which inean
the health of their trades and of the whole fabrie of society. They will be com-
pelled to learn how to keep track of the essentials of their affairs in such a manner
that they will come to a new realization of their responsibilities.
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2250 INVESTIGATION OF NATIONAL RECOVERY ADMINISTRATION

The educative process of considering and revising code regulations and operut-
ing under them will build a morale which will lead business men to discounte-
nance the practices and abuses which may give to individuals a momentary
advaniage at the general expense of the whole body. A patient, determined
continuance of the National Recovery Aect will cultivate for socicty a more
expert, efficient, and service-minded rank and file in the business world such as
social students think we ought to have but which we have never previously pro-
vided to foster,

Then our merchants and manufacturers will generally have the attitude toward
their eallings which only the exeeptional ones now huve but which professional
men hgve long entertained toward their professions,  Their cordes will beeome
their cthical standucds and their code authorities their “bare committees™.

The most eriticized feature of the present codes has been the so-ealled *price-
fixing pravisions”.  These were the first efforts of the swffering groups to rid them-
selves of the most oppressive abuses.  Those who have heen most vehement
among business men in condemnuing these efforts at relief, are for the most part
certain large department and chain store representativess swho profited most by
practicing the abuses.  Under jungle law the lions are cafe and these lions of
trade have prospered at the expense of those less strong.  'They have fattened on
inside prices and other favors which they have wrung from manufacturers,  They
resent the reduction or withdrawal of these ndvantages which they {ormerly cun-
joved by foree but were not earned in the main and whieh have been maodified
by many of the manifactiurers’ codes. This has eaused a fecling anmoug them
against the National Recovery Administration and their opposition has taken
the form of using the so-called “ price-fixing clauses'” of the codes as & target,

These price-fixing provisions, amounting to broad agreements among competi-
tors, are inconsistent with the competitive system on whieh our business stracture
rests,  They were resorted to, inreality, to put a stop to the “loss-leader” abuses
in which the large retailers have been the leading offenders,  This alnwse of sell-
ing well-known articles in popular demand at eut prices as o bait to draw trado
and spread the iimnression of similar vadue-giving on unidentified articles has been
one of the principal deviees for exterminating the smaller dealers and coneenteat-
ing trade in the bands of the predatory operators. It was at this speeifie abuse
that the geveral price elauses of the codes were elumsily aimed.

Had the Recovery Administration sanctioned agreements between manufac-
turers of standard articles and the dealers who disteibute their goods stipulating
the prices at which they were to be resold, these code provisions would not have
been demanded,  Most of the trade associations could gladly dispense with the
code provisions if the new National Industrinl Recovery Act offers a better solu-
tion of the loss-leader evil as it can and ought to do.

STATEMENT OF E. S. McCAWLEY, HAVERFORD, PA,, PRESIDENT
AMERICAN BOOKSELLERS' ASSOCIATION

(The witnoss was first duly sworn by the chaivinan and testified
s follows:)

Senator Buack. You are connected with the Amevican Booksellers’
Association?

Mr, McCawiey. Yes, sir.

Senator Brack. And you desire to make a statement?

Mr, McCawrry. Yes, sir.

Senator Buack, Procoed.

Mr, McCawrry. T am appearing before this committee not only
as president of the American Booksellers’ Association, but also as a
small and independent bookseller. [ have requested poermission to
appear before your comunittes to speak for our industry in favor of
the continuance for u further period of the N. R. A, code under
which we are now operating.

This code, known as “schedule B” of the General Retail Code
applying to tho booksellers’ division of the retail trade, has been
offective since April 13, 1034, The adoption of this code signelized a
victory for the independent booksellers who for some 30 years had

=
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waged an unsuccessful struggle against the use of books as loss leaders
by certan department stores and other price-cutting agencies.

Books had demonstrated their qualifications as ideal merchandise
to use us loss leaders. They sold at a list price, set by the publishers,
widely publicized through advertising, through catalogs, specinl
lists, distributed by the retail trade, through official compilations such
as the United States catalog and cumulative index, used generally by
bookstores and public libraries, including the Library of Congress.

There is no possibility of differentiation between the book sold at
the published price of $2 and the cut price copy, sold at $1.39. They
are 1dentical merchandise, two identical copies of the same edition,
But the faulty influence in the mind of the customer is that the store
offering the book at the lower price, by virtue of demonstrating this
tangible saving, must offer equal savings on other merchandise. There
is no genoral realization of the fact that the book is deliberutely sold at
a loss to create that impression. Furthermore, the type of customer
tempted into a cut-price department store to purchase a book is
exactly the sort of customer the store wishes to attract as a potentinl
fustomer for other merchandise on which the stores does not take a
088,

The practice of selling books at a loss was so wide-spread, radiating
from a group of New York department stores in the heart of the
publishiug conter of the country, that the very existence of numerous
independent hookstores throughout the country was seriously jeopar-
dized. The problem was not simply & New York, or even a metro-
politun problum. I experienced exactly the sort of cut-price com-
petition in & cuburban community outside of Philadelphia.,

Destructive priee cutting and the use of books as loss leaders not
only jeopardized the chance of staying in business for many book-
stores, bui niso threatened the wages and employment of many
employees in such bookselling estabfishments, as might be able to
survive.

In the last fow weeks of 1933 a few large department stores with
national infhience on merchandising practices were engaged in the
“battle of the books”, with large advertising ea{mco to persuade the
public that they held the secret of how to sell books at less than
mvoice cosi,

These were the eircumstances that led to the inclusion of the price
R’mvisiuns in our schedule, and possibly we have the paradox of

. R. A. in our code in which there is a price provision, but which haus
worked with a minimum amount of oiling and the maximum amount
of happiness to those people who are selling the product.

Scenutor Brack. What 18 that provision?

Mr. McCawerry, I will go on to that, Sonator.

The following provislons supersede the provisions of article VIII of the Retait
Cude, excopt as hereinafter specified, as to tho sale of booka:

(a) Except as hereinafter specified, no bookseller shall sell or offer for snle any
copy or edition of any book during the first 6 months after the publieation date
thereof, or if published before July 1 in any year, at a price lower than the pub-
lisher’s published price thereof.

(b) At any time after publication date than the time speoified above, no book-
seller shall sell or offer for sale any copy or edition of any book at a lower price
than provided in the preamble and paragraph 1 of section 1 of article VI1I of the
Retail Code and sny amendments thercto.
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This is followed by certain exemptions covering books sold at
clearance, second-hand books, sales of books to public libraries, State
reading circles, and other public agencies, and sales governed by
fStat}:a laws and contracts with a State or subdivision thereof, and so
orth.

It is estimated that numericeally less than 5 percent of all titles in
print are covered by the price provisions of the schedule, and that
even those are excluded from these price provisions within a maximum
perio§l of 1 year from publication date, and many of them only 6
months after publication.

Many of the statements which I am here presenting have been
previously presented in a brief prepared for the N. R. A. hearing held
here in Washington in January, by members of our executive com-
mittees. They adequately sun: up the concensus of opinion on the
part of the majority of small independent booksellers throughout the
country. In my double function as president of the A. B. A.and asa
small independent bookseller, I subscribe to them heartily and feel
that th(;)y constitute our most cogent arguments for the continuance of
our code.

I should like to point out that the reading of books covered by our
schedule is available to the consumer in a variety of ways and at
prices varying from nothing to the publisher’s published price:

1. Many—certainly the more important—are available in public
libraries at no cost to the consumer.

2. Many are first published as magezine first serials. A few are
?ven first published as newspaper serials before publication in book
orm,

3. The more popular are available in thousands of rental libraries
at a reading price of a few cents a day.

4, Still others are published as second serials in magazines or
newspapers after book publication, and lastly there is the grand way
of horrowing it from a friend and not returning it.

Senator Brack, Has that increased any since you put on these
price schedules?

Mr. McCawrey. Borrowing from friends?

Senator Brack. Yes.

Mr, McCawiry. 1 don’t know., My friends borrowed my books
and do not hring them back.

Senator BLack. Are there any statistics to show that has increased
any since the price was fixed?

Mr., McCawLey. No, sir; 1 do not think that was increased any
more than formerly. That always goes on,

Another provision in the schedule to which we should like to call
the special attention of your committee is the Administator's price-
control committee, a committee appointed by the Administrator
himself. Upon demand of the Administrator or any member of the
committee, the committee shall investigate and report to the Admin-
istrator any claim of unwarranted incre..e in the publisher’s list
prices or decreases in discount to booksellers. If such have been
made, the Administrator may suspend the price provisions of this
schedule on the sale of the book or books in question. This provision
properly protects the consumer from unwarranted price increases.

There is a very marked difference between price fixing and the price
provisions of our code, Price fixing would mean that all books of the
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same 8ize cost the same amount and, in other words, the book that had
200 pages would be $2 and the book with 300 pages would be $3, and
so forth, or a book of certain lineal dimensions would be at a price and
a larger one at a greater price. But there is notbing in our code or
the Trade Book Publishers Code which stipulates at what price a book
shall be published. The publisher is at complete liberty to publish
a book at any rotail price he choosee—a novel, for instance, at 15
cents or $10; but having designated that price, and widely pub-
licized that price, common justice to the retailer and the consumer
demands that destructive price cutters shall not make of the book so
priced a loss leader with which to oppress small enterprises or to dis-
criminate against them. The Federal Government years ago
adopted that policy on the sale of its own publications and strictly
prohibited any cut price on publications issued by the Department
of Documents.

I walked through Gimbels in New York yesterday afternoon, and
on the table there were many books at reduced prices, quite legally
reduced, and there was also a very large and active stamp department,
The only things that they were not cutting prices on were Mr. Farley’s
stamps. They cannot do that.

Senator Brack. They have to pay just as much as anybody else.

Mr. McCawrey. They can go right over here to the table and buy
them at their face value and sell them at a 20 or 30 or 40 percent
increase if they can get away with it.

Senator BLack. But there is quite a difference though, is there not,
in selling a stamp for & profit?

Mr. McCawrey. That is quite true; I was just being funny there.

The experience of the department stores 1s best expressed in a
detailed statement of the National Retail Dry Goods Association
which appeared in the New York Times of August 16, 1931, to the
effect that the spread of cost between the cost price and the publishers’
published frice of books is not sufficient to permit an operating profit
1 practically an’Iy of the book sections in department stores throughout
the country. The National Retail Dry Goods Association reported
that in 1930 the common figure was a net loss of 2.9 percent for book
departments in department stores doing more than $10,000,000 annu-
ally, and that in smaller stores the net loss was larger. The 1932
report of the Controllers’ Congress of the National Retail Dry Goods
Association stated [reading]:

For the past 3 years the hook departments have ‘ncurred losses in the typical
stores of each of the groups in which statistical data for the department has been
available. Losses in 1930 were approximawely § percent, the following year
7.5 percent, and last year over 10 percent. A casual analysis of the merchandising
figures of the book department of the past 3 years calls attention to certain disad-
vantages which the department operates compared to the average department;
the purchase mark-on is lower than average, and the cash discounts are also very
much smaller, failing to gpproach the markdown figure.

According to the 1933 report of the Controllers’ Congress of the
National Retail Dry Goods Association, typical book and magazine
departments in department stores showed losses var?vin from 1.5 to
14 percent. And it should be noted that, except in New York, a very
small fraction of department stores indufge in price cutting of books.
Accordingly, it is to be assumed that even selling books at the pub-
lishers’ published price is for most department stores not a profitable
enterprise.
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I leave to your imagination the losses sustained by book depart-
ments in those department stores which deliberately slashed book
prices to their wholesale cost price, because it was in their judgment
wood “promotion’’ for them, so long as the consumer indulges in
orratic but highly desirable deductions.

Under ti.nse circumstances the Administration approved the Book-
sellers Code. It should be here emphasized that the code as signed
had ‘the full approval of the Consumers’ Advisory Board of the
N. R. A,, a unique distinction.

Your committee would like to have answers to these two questions:

Senator Buack (interrupting). Did they sign it? The Consumers’
Advisory Board?

Mr. McCawrey. They approved it, yes, sir.

Senator Buack. Who were the members of that board?

Mr. McCawrey. 1 have not the data right here, but I can supply it.

Senator BLack. What was the date?

Mr. McCawLey. It was the 13th of April last year. I have thatin
my brief case, I think.

Here are the two questions: What have been the experiences of
booksellers under the price provisions of the cod2? And what has
been the effect of these provisions on book production and book
distribution generally?

Where are we to find an accurate and complete-answer to those
questions? ‘

Such an answer is not to be found in a recent adroit publicity release
by Channing E. Sweitzer, managing director of the National Retail
Dry Goods Association, nor in the Federal Reserve Bank figures which
Mr. Sweitzer quotes. Mr, Sweitzer should know that the Federal
Reserve bank figures for book and magazine departments quoted by
him are drawn exclusively from nine reporting department stores in
the New York Federal Reserve distriot, presumably including those
stores which before the approval of our code were making liberal use
of books as loss leaders. Unfortunately, we are not able to reveal the
identity of the stores reporting on book sales, but we suggest that their
identity be ascertained by a member of your committee so that you
may discover whether they reflect almost cxclusively the effect of
the code on book sales or price-cutting department stores or book sales

enerally. To our knowledge the Federal Reserve bank figures do not
include the book and magazine departments of at least three im-
portant department stores in the New York Federal Reserve district
which do not use books as loss leaders, We are reliably informed that
there has been an improvement in the book sules in one of those
stores, We are reliably informed that in another, sales in the book
and magazine department were, for 1934, 16.8 percent in excess of the
year 1933. We have no data for the third store.

Senator Buack. That was the department stores which had been
selling books below cost?

Mr, McCawLeY. Yes; they were selling them as loss leaders.

Senator Buack. Evidently the people still buy books from them in
increasin/[g quantities.

Mr, McCawrgy, I will go on and lead to what happens.

In a letter to the chairman of our code authority in December 14,
1934, Mr. Sweitzer wrote [reading]:

I admit that no complete survey of all types of hookselling stores was made
prior to the issuance of this statement.
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Nor is the complete answer to be found in the report of book sales
for each month of 1934 in comparison with the corresponding months
of 1934 by 277 hooksellers —representing the first bateh of returns to
a questionnaire sent in late December to several hundred booksellers
throughout the United States, including New York. The trend is
at marked variance with the trend reported in the release of the Na-
tional Dry Goods Association, These fizures are on file at the office
of the National Booksellers’ Code Authority.

We have certain figures from the following retail booksellers in
New York City showing sales in December 1933 in comparison with
sales in December 1934. These stores have never heen price cutters,
They are Brentanos, Scribner’s, Dutton, Putnam, 10 Doubleday,
Doran Book Shops: and the Lord & Taylor (department store) book
department, a department store which does not report its book
department to the New York Federal Reserve District. The figures
show the following:

December 1933 tn comparison with December 1934

20-pereent inerease 14-percent increase
23-percent increase 24-percent increase
25.5-percent increase 30.6-percent increase

A survey among 13 retail book shops in New York shows that there
was an increase of 11.2 percent for January 1935 over January 1934,
with individual stores listing their gains from 1.1 to 22 percent. In
February the same stores reported 31.2 percent gain in 1935 over
1934, with individual stores listing their gains from 18 to 51 percent,

The real question to be answered is, “flas the total distribution of
books been increased or temporarily decreased as a result of the price
provisions of the code?”’ V\?ithout an exhaustive survey of all retail
book outlets, requiring more time and money than is at our disposal,
it is impossible to answer that question on the basis of incomplete
bookseller’s figures. The most authoritative available answer is the
report of the 36 trade-book publishers. By ‘““trade books” I mean
not textbooks, but trade books published and sold at the trade
discount —that is, the maximum discount. The publishers have
answered a questionnaire sent in late December to tﬁe 47 important
trade-book publishers as to the percentage of increase or decrease in
their book sales for each month of 1934 in comparison with the corre-
sponding months of 1933 and the increase or decrease in their sales
for the year 1934 in comparison with the year 1933, The yearly
figures show the following changes in 1934. Each publisher is desig-
nated by a letter of the alphabet. I will include this in the record,
Senator, but I won’t read out all of these names and keys.

Senator Brack. Very well.

(The tabulation referred to by the witness is as follows:)

A, 4 percent decrease; Ax, 0.004 percent increase; B, 2.8 percent increase; BB,
4.5 percent increase; Bx, 4.9 percent increase; C, § percent increase; D, 7 percent
increase; E, 8.5 percent increase; F, 11 percent increase; G, 13 pereent increase;
H, 14 pereent increase; Hx, 14.5 percent increase; 1, 14.57 percent increase; J,
14.8 percent increase; jx, 15 percent increase; K, 17 percent increase; I, 19.19
‘percént increage; M, 20.8 percent increase; N, 21 percent increasse; O, 21.2 per-
cent increase; P, 24.3 percent increase; %, 24.3 percent increase; QQ, 26.3 per-
cent increase; R, 27.5 percent increase; S, 29.19 percent increage; T, 32 percent
increase; U 52.4 sercent increase (11 months); U%, 36 percent increase; V, 42.4
percent‘lnbfease; X, 48.2 percent ine¢rense; W, 47 percent increase; X, 85 per-
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cent increase; Y, 55.8 percent increase; Z, 72.5 percent increase; Zl, 180 percent
increase; WW, 560 percent increase.

Mr. McCawwrey. They start in with a 4-percent decrease for only
1 publisher, and the other 28 of thein show incresses starting at

ractically scratch, the third ono on my list is 2.8 percent increase.

here are only 2 in that whole list of which 1 shows a decrease
and 1 shows just an even break, and the rest of them, starting with
2.8-percent increase run up to 1 of 180-percent increase. That 180
percent may be questioned, but one best seller like Anthony Adverse,
we will say, would put a publisher on velvet for sometime to come.

These figures are submitted in detail and may be verified at_the
office of the National Assoctation of Book Publishers in New York
by any governmental representative, and we have gotten some addi-
tional figures since this compilation,

I have a letter here which I would like to put in the record from Mr.
W. W. Norton, president of the National Association of Book Pub-
lishers, to Senator Harrison, the chairman of this coinmittee, verifying
this information and himself strongly sponsoring the continuance of
this Publishers’ Code.

(The letter referred to by the witness is as follows:)

MarcH 8, 1935.

My Drar SEnaTOrR: We should like to present to you our hope that in the
amendatory legislation now being drafted for the National Recovery Administra.
tion, provigion will be made for retaining a code such as the Retail Booksellers’
Code whose principal clauses were formulated to {stop the use of new books as
“loss leaders’’ and establish fair competition in the bookselling trade. The
Consumers’ Advisory Board after most careful consideration last spring gave the
code price rulings its full approval, May we point out that these provisions do
not constitute price fixing, merely price maintenance, and that similar provisions
have obtained in the book trade in principal European countries for years.

Book prices have not advanced since the inauguration of the code; in fact,
publishers have made every effort to keep prices down, despite increased manu-
facturing costs. It should be stated, too, that compliance has been general in the
case of the Booksellers’ Code; the few instances of noncompliance have been due
to misunderstandings and have been speedily cleared up.

In the opinion of our executive committee the code should be continued for a
further trial period. Abandoning it at this time would seriously affect the very
real improvement in wholesale and retail book-trade conditions. A survey among
our members, made in January, showed a substantial increase in book sales to
retail stores during 1934 and our interest in continuance of the code is based on
the belief that it is serving to strengthen and increase the number of outlets for
the books we publish.

The National Booksellers Code Authority has received hundreds of letters fruw
booksellers in all parts of the country stating that the code has sided them. Most
of these are ‘“‘small enterprises,” a class of business which we believe your com-
mittee is especially anxious to protect.

The cultural life of the country is sustained by wide distribution of books. 1If,
in the new law, there is to be provision for the abandonment of many codes, we
trust that your committee will insert clauses permitting the continuance of codes
which have a special function to perform, valuable to the industry itself, and
from the standpoint also of service to the gencral public.

President Roosevelt referred to the unfortunate practice somo stores have
followed in the past of using books as ‘‘loss leaders,” at his press conference on
January 25 last, according to an item in the New York Herald-Tribune.

Sincerely yours,
W. W. Norron, President.
Mr. McCawiey. These figures establish beyond & shadow of doubt
the fact that the price provisions in the Booksellers’ Code have

increased book distribution, an increase which in the judgment of the
National Booksellers’ Code Authority and the vast majority of book-
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sellers and publishers can only be maintained and exceeded if the
price provisions of the Booksellers’ Code are retaind. Unlike many
other codes, compliance has been general, and the few cases of non-
compliance have apparently been due to misunderstandings which,
when cleared up, have brought full and complete compliance.

Our Booksellers’ Code has been running financially on a shoestrins
throughout this entire year. Our own insustry has gone into the re
to finance it because the Retail Code Authority would not give us any
money. We have had to spend very, very little. The executive
secretary in New York is the only person who has taken it on the chin,
and he has $1,500 coming to him, 1f he ever gets that salary.

New capital has been attracted to the business, new expansion has
taken place, with resulting increased employment and release of funds.
There has been no increase in price ranges or change in discount
ranges by the publishers, even though they have had to meet sub-
stantially increased manufacturing costs. Those who are seriously
disturbed by the code are the department stores, which have lost &
part of one of their most effective loss leaders. ‘“Part” is used here
advisedly, for in January four New York department stores adver-
tised books not protected by the 6-month price provision at prices in
many cases the lowest permitted by the retail code, mainly 10 percent
above wholesale invoice cost less cash discounts, This is an indica-
tion of the fact that books are still considered ideal loss leaders, and
if the price provisions of the Booksellers’ Code are removed any
independent bookseller might with reason shut up shop and go on the
relief rolls.

Senator Brack. Did I not understand you to say at the beginning
that this provision only affected 5 percent of the books?

Mr. McCawLEy. Yes, sir. Approximately 5 percent of the total
number of books in print.

Senator BLack, And yet you think if this price were not upheld on
these 5 l&ercent, that it will put all of the indegendents out of business?

Mr. McCawLey. That & percent covers that volume of new books
which are constantly being published—probably 20 a day—that have
a life ranging from 3 to 6 months.

Senator Brack. Is that just 5 percent of the volume of business?

Mr. McCawrLEY., No; not 5 percent of the volume of business, but
5 percent of the total number of books in print. If you go over here
to the Congressional Library and ask to seo a list of the books in print,
you will see 1t that high [indicating].

Senator Brack. What percentage of the volume of the bookseller’s
business is affected by this fixed price?

Mr, McCawrEy. Just a rough guess would be about 80 percent of
their business is done in new books,

Senator Brack. In other words, 80 percent of the books being
sold today——

Mr. McCawrey (interrupting). Are brandnew books.

ﬁ%en%tor Brack., What volume of the total business of the book-
sellers?

Mr. McCawrey. 1should say that 80 percent are in the new books,
and when I say “new books’’, { mean books recently published.

Senator Brack. Of all of the books sold today or the new books

ublished, if they are sold at a price other than that fixed by the manu-
acturers, it will be illegal?
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Mr. McCawrLey. Yes, sir.

Senator BLack. All right; proceed.

Mr. McCawigy. Inevitably without this price provision many
booksellers will be driven out of business, employment and wages
will be reduced in book manufacturing establishments as well as in
bookselling establishments, and more outlets, the one hope of cheaper
book prices for all consumers, will be eliminated. It will concentrate
all of that business in & groui) of large department stores, and the
smalltbookstores throughout the country, the type of stores that the
former witness spoke of, will be eliminated, and the hope of those
stores. The existence of new outlets in the small communities will
effectively be eliminated, and I can say right here that you may
think that because this price situation has heen confined to one large
metropolitan area where it was particularly prevelent and particu-
larly vicious, that the country at large is not conscious of that.

But the literary magazines, the advertising sections of the big
magazines, have a national circulation. They see in there, the new
books advertised at fixed prices, and on the following pages in the
advertising sections, they see those same bopks offered by the big
department stores at substantial savings. And the conclusion that
they draw is that the local bookseller is & gyp if he tries to get $2.50
tyl}atkthey can get 8 book for at $1.39 by mailing a postcard to New

ork.

We believe the facts here presented are eloquent argument for the
continuation of the Booksellers’ Code with its price provisions; pro-
visions which are peculiar to our industry.

One more vital point before leaving this question of the effect of
the code on the progress of the industry as a whole. It msy be sug-
gested that the improvement in business is not due to the code, but
rather to the general upward trend. This argument can be met on
various more or less theoretical bases. But one practical fact stands
out. A comparison of the upward curve of the book industry, as
opposed to other retail merchandise, shows that there is a marked dis-
parity (roughly 11 percent), which the bookselling industry shows
beyond its neighbors, and which can only be accounted for by a factor
distinguishing it from the others, namely, the existence of the special
price provisions of the Booksellers’ Code.

In the matter of dollar volume our industry represents very small
potatoes in comparison with some of the huge industries on which
{ou_ gentlemen have been receiving testimony on, such as the gasoline

usiness this morning, but the cult iral, social, and education implica-
tions of bookselling are vast. We are the distributors of raw materisl
from which a national culture is made. It is important to note that
in foreign countries the meaning of price cutting on books is unknown,
Abroad books are sold at publishers’ published prices in exactly the
way, as mentioned previously, our Government protects the prices
set by the Department of Documents on all Government publications.

But most important of all, this code is wanted by the industry for
which it was written, was formulated by the industry as an essential
need to protect small enterprises from predatory monopolistic prac-
tices.

Senator Buack. May I ask, Mr. MeCawley, how much longer your
statement will take? %Ve have five more witnesses,

Mr. McCawLEey. About 2 minutes.
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Senator BLacx. Itis very interesting, but we must hasten along,

Mr. McCawipy. I repeat, wé may seem to you to be ‘“small
hotatoes”” but our influence in spreading the best products of human
{mowledge and understanding is tremendous. Gunpowder is a mighty
force but the explosive action of the written word on men’s minds is a
far nightier-foroe.

We in this industry are not prompted entirely by commercial mo-
tives. I can safely argue that on those grounds alone most of us
would be forced to retire. But I know of no business which in its
promotional efforts is actuated by greater altruism and idealism than
ours. Qur great hope is for cheaper book prices, that can come about
through wider education, more adequate distribution through many
small bookstores and the possibilities of mass consumptiorn.

Senator Brack. I want to ask you a few questions. What does the
average book cost you that they publish at ghe price of $27

Mr. McCawrey, $1.20,

Senator Br.ack. What does the average book cost you that the pub-
lishers sell at $5?

Mr. McCawrey. Forty percent off of that. Forty percent is the
straight discount to the A accounts. The average discount is figured
usually for inventory purposes at one-third. We have to pay transpor-
tation.

Senator Brack. Do you favor as a general principle in all indus-
tries, say for instance, the steel companies, that the United States
Steel Corporation should have the right to fix the price at which any-
body sold its product?

Mr. McCawrey. No;Idonot.

Senator BLack. Do you favorit on food?

Mr. McCawrey. No, sir.

Senatotr Brack. Do you favor it on clothing?

Mr. McCawrpy. No, sir.

Senator Buack. You only favor it on books?

Mr. McCawrgy. I favor it on books because of a very peculiar
situation in this industry, and thut s that of those other articles that
you mentioned, there areé similar types of things that you cannot
distinguish any difference between them. You have got a suit of
clothés on and I have got a suit of clothes on. They are both from
different places. Yours happens to he gray and mine happens to be
blize, I might have paid $50 for my suit of clothes and you might
have paid $50 for your suit of clothes, and mine might bo a better
suit of clothes than yours is. The books, however, are identical and
you cannot tell any difference bétween them.

Senator BLack. You understand that if & manufacturer is allowed
to fix a price, that he can fix it up as high as he pleases and increase
his profits. Would you be in favor of our providing in the law that
we can limit their profits?

Mr. McCawLey. As far as the profit is concerned, at present there
is no question of increasing our profit. It is a question of protection.

Senutor Brack. Take the Amertcan Book Co., for instance, or
one of the big book companies.

Mr. McCawrnry. They publish only textbooks. We do not want
to fix the price on textbooks. We aré not interested in that. They
do not come under this provision.
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Senator BLack. On the companies that do sell these books, that
are to be sold within 6 months, do you favor letting them fix those
prices so that it might give them 200 or 300 percent of profit?

Mr. McCawLey. They fix them now and there is no question about
the publishers fixing prices.

Senator Brack. gl‘hey fix them now, but heretofore they have not
bheen able to make it a crime to sell one at less than the price they
fix at retail.

Mt McCawrey., No; they have not.

Senator Buack. And that, of course, enables them to sustain the
wholesale price?

Mr. McCawrey. Yes.

Senator BLaock. As a business man, you know that?

Mr. McCawLEY. Yes, sir.

Senator Brack. If we are going to take that privilege away from
the public and the protection, do you not think we should also limit
their profits?

Mr. McCawLey. Well, how about the small independent fellow
that is going to be forced out of the picture?

Senator Buack. We are talking now about the profits when you
fix a price. Would you be opposed to us including in the law that
wherever we give that privilege, we limit their profits and limit their
bonuses and salaries so that they cannot make indirectly large profits?

Mr. McCawiLey. I do not know that I undemstand you.

Senator Brack. Suppose a hook company is making on its actual
investment 300 or 400 gercent, would you favor limiting that profit
to a reasonable amount?

Mr. McCawrgy. If you can find a publisher that is making that
percentage.

Senator Buack. I do not think there would be the slightest diffi-
culty in finding it, or what they put in it, and of course it does aid them
to make a big profit. This provision does that?

Mr. McCawrgey. No; it does not affect them in any way. It does
not affect the public here in any way. )

Senator Brack. If they can hold the price up at which it can be sold
at retail, it does not affect them?

Mr. McCawLey. No;it does not affect them. They are not selling
any more books as the result.

Senator Brack. I though you showed that they were.

Mr. McCawrgey. They are selling more books, yes; but the books
are being sold by the retail stores. For instance, there has been an
improvement all along the line. But that is a general upward curve
in business.

Senator Buacx. Your idea is that contrary to all of the general
ideas we have had heretofore in economics, that raising the price of
books has incressed the consumption of books?

Mr. McCawrLey. We have not raised the price of books. The
books are sold at exactly the same price as they were before.

Senator Buack. Then there is no use in having the price fixing
provisions that you mentioned, if they are sold at the same price.

Mr. McCawwrey. I think we are arguing about a different thing.

Senator Brack. I understood you to say that it was a crime under
the code to sell a book within 6 months of its publication at a lower
price than fixed by the publisher.
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Mr. McCawrey. For the retailer; yes,

Senator Brack. That was not the law before. So that has raised
the price to the consumer, has it not? .

Mr. McCawwLry. 1t has raised the price to the consumer in certain
districts; yes.

Senator Buack. And your theory is that that has increased the
circulation of books and the salo of books?

Mr. McCawrey. It bas increased the sale of books in the retail
bookstores that are not cutting prices,

Senator Buack. It has increased the sale of books in the bookstores
that do not cut prices, but I understood you to present a long argu-
ment to show that it Increesed the general sale of books throughout
the Nation. )

Mr. McCawigey. There are a great many factors that enter into
that. By sending this trade back into the bookstores, which are
personal-service organizations which render a better service in many
cases than the department stores, there has been an opportunity to.
make more sales,

Senstor Brack. I did not want to delay, because we will have more
witnesses. I listened to your argument and I understood it to be a
long argument to sustain the fact that this price-fixing provision had
increased the sale of books throughout the Nation and you gave
figures from month to month?

Mr. McCawLEY. Yes.

Senator BLack. And you attributed the increased sale of books to
the increased price of the books?

Mr. McCawiey. I do not think that that is exactly the case.

St;nator Brack. You attributed it to that code provision, did you
not!

Mr. McCawiey. I attributed it to the code provision. The retail
bookstores have gotten business that they had previously lost to the
department stores.

genator Brack. All right. Thenk you very much.

TESTIMONY OF A. F. HINRICES—Resumed

(Previously sworn, resumed his testimony ss follows:)

Senator Brack. Will you put your figures in the record, please.
Were these to go into the record, or simply a statement made with
regard to them?

r. Hinricas. These relate to this first table that I was discussing
with you this morning [indicating] and are figures on paper and print-
ing, rubber products, tobacco manufacture, railroad repair shops,
machinerﬁ, and transportation equipment, compiled in the same
method that the Federal Reserve Board used.

Serx:iabor Brack. They are to be put in as exhibits and not in the
record.

Mr. Hingicus. As a matter of record, I would like to make these
two further statements, if I may, with reference to this particular
group of tabulations.

Senator BLack. Just as quickly as you can.
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Mr. Hinricus. The first is that these figures shown in your second
chart here on metal products, combine nonferrous metals, iron and
steel, for the whole period 1923 to 1934, although the nonferrous metal
series begin only in 1931. The combination in that case seemed to
me to be an improper one, and I am, therefore, also submitting a
picture of the real earnings in the iron and steel and in the nonferrous
metals figzured separately, figured in the same way that the Federal
Trade Commission figured them,

As a second matter of record, without developing the technicality,
the average cost of living index as computed by the Federal Trade
Commission from our figures is very slightly different from the ones
we would have compiled. In terms of method, it is their method and
we could not use it without noting the fact that there is a technical
problem there. Actually the differences with references to these
particular dates are sufficiently small so that I have used the same
method that the Federal Trade Commission used to carry the thing
forward.

That completes this particular folder that you asked me to look up.

The second file that you submitted to me for my examination was
this file on employment and pay roll in specified kinds of business,
where you have asked for information from 1923 to 1934, inclusive,
showing certain high and low figures.

This record is also taken from our figures with the exception of one
table which I think was erroneously headed. It is called in this file,
“Rubber Tire Manufacturing Industry”’, and it includes both rubber
goods of other sorts other than rubber tires. It might cause you some
confusion if you were comparing it with other series of those two
industries. Other than that the figures are tuken from our present
records.

The figures for 1933 and 1934 have not yet been adjusted to the
census in this tabulation. That is a task on which we are now en-
gaged, and it will be completed within the period of approximately
six weeks. Those adjustments have to be made each time new census
figures become available, because in the index, for various reasons,
keeping various forms month after month, parts with reality, because
if we have new forms and old forms going out of the picture, there
are some rather sevore distortions of these actual figures.

We ourselves have never released these obsolete figures as shown
here, nor would we have at this time except on the request of the Fed-
eral Trade Commission to make available such material as we have.
Were they adjusted to the census, they would be far more useful.
These figures back of 1931 are, however, adjusted to the census and
would compare with figures in which an adjustment had been made.

Senator L FoLuerrk. I do not believe I just understand what this
is alt about. Did the Federal Trade Commission ask the Bureau of
Labor Statistics to make certain figuree available to them?

Mr, Hinricus, Yes. They apparently had been asked by the
committee or by Senator King to make certain studies of employment,
and as wo have most of theinformation on employment thatis availuble
in Washington, they came to us for such information, and we have
given them what we had. .

Senator La ForLerte. And they took the information and made it
up and resubmitted it to you?
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Mzr. Hinricns, They took our sheets and made photostatic copies
of which this is one series. These are our sheets photostated [indi-
cating]. Then they took from these photostat copies with references
to certain industries, the information which was copied on this sheet
here [indicating] and was submitted to the Senate Committee, I judge.
I received & call on Monday apparently to verify all of this, to verify
the fact that this is our information.

Senator Costican, I understood there had been a misplacement of
& period, or a comma, or a decimal poiat in some prior use of these
figures. 1Is that true, if you know?

Mr. Hinricus. Are you referring to the earlier tabulations of the
National Recovery Administration that were submitted by Mr.
Richberg?

Senator CosticaN. That was my understanding,

Mr. HinricHs. There are certain differences between the figures as
they are presented here for the years 1933 and 1934, and the tabu-
lation as 1t was presented by Mr. Richberg.

Senator Costrcan. The committee, of course, desires and accurate
itemization of such figures.

Mr. Hinricus. I should myself prefer the figures as submitted b
Mr. Richberg for tho period of 1933-34, to these figures of ours, We
would have made and are making the same kind of an adjustment
which the National Recovery Administration made before submitting
that tabulation.

Senator CosticaN. Have you checked and compared the figures?

Mr. Hinrictis. I have checked the individual series. Noting the
points where there was agreement and disagreement, and there are
comparatively few cases in the Richberg figures in which the dis-
crepancies are not to be explained in terms of the fact that they have
adjusted the real figures as revealed by the census in contrast with
our figures which await adjustment and will a%'[fee with the Richberg
figures quite closely at the end of 6 weeks. here are, however, in
the Richberg figures, two or three-—somewhat more than that—per-
haps four or five errors which appear to be of & typographical sort.

Senator Costigan. Will you at this time or in the future indicate
what in your judgment the figures should he?

Mr. Hinricus, 1 think 1 can do that very briefly now. In the
case of cast-iron pipe, the employment figures are given as for ex-
ample——

Senator BLack (interposiniz). I wish you could put them in the
record. I wonder if you could?

Mr, Hixgricns. Yes, sir; I will be very glad to submit a memoran-
dum to the record.

Senator La ForLerte. What I am trying to get at is these tables
that sre in evidence in this blue bound folder, as I understand it,
are tables which have been prepared by somebody connected with
with the Federal Trade Commission from data in the possession of
the Bureau of Labor Statistics?

Mr. Hinricus, Yes. :

Senator L.a FourLerre, And they have attempted to carry back
over a period of years, figures which would be comparable with those
submitted by the N. R. A. to this committee, is that correct?
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Mr. Hinricus. That is correct. The figures in this blue folder
from 1931 back to 1923 can be hitched to the figures as submitted by
the N. R. A, industry by industry.

Senator Lia FoLLrire, I begin to get a little light on the subject
now, and I would like to have you tell e to what extent those figures
are comparable to the Richberg or the N. R. A. figures and to what
extent, if the Bureau of Labor Statistics had made the compilations,
there would have been different methods employed?

Mr. Hinricus. I can answer that quite briefly. The figures in this
folder [indicating] from 1923 to 1931 inclusive, are strictly comparable
to the Richberg figures. The figures for 1933 will subsequently be
somewhat adjusted not s¢ drastically as the latér figures. The figures
for 1933 and 1934 we ourselves would not use to describe the situation
in those 2 years. When we have made an adjustment of those figures
for 1933 and 1934 by the method which is almost identical with the
method used in N. R. A., presuming that there were no clerical errors
in the N. R. A. tabulations, the results in our study will be identical
with the results presented by Mr. Richberg, except that the records
of two industries, and men’s clothing and one other which I will have
to submit {or the record later on, in which they have combined groups
which we do not use. Those figures are slightly different from ours.
NS}e{naKo;' La ForuerTe. When you say ‘‘they’’, you mean the

Mr. Hinricus. The N. R. A.; yes.

Senator LA ForLLerTE. What is your answer as to whether or not
the figures in the blue folder made up by the staff of the Federal Trade
Commission are different from the figures submitted by the N. R. A.;
to what extent are the differences or discrepancies to be attributed
to any different method of preparing material or to any different
conclusion that might be drawn from them?

Mr. Hinntcns. Virtually the entire difference, and there is differ-
ence in somewhat more than hulf of the industries, is to be accounted
for by virtue of the fact that the Federal Trade Commission made
no adjustment for the 1933-34 figures, whereas the N. R. A, did.
In the figures in this folder, they seem to be useful as historical per-
spective if you are interested in the situation in 1920. 1 would how-
ever disregard entirely the figures which you {ind in the 1933 or 1934
years in this blue folder, and in its place, to get a picture of what
has happened since 1933 in figures as submitted by Mr. Richberg
with: such corrections as need to be made for typographical errors
which appear in the record.

Senator Brack. That is all.

(The following data is in connection with Mr. Hinrich'’s testimony.)

BXPLANATORY STATEMENT

The following tables were prepared at the request of Senator King by the staff
of the Fedsral Trade Commission from statistics furnished by the Bureau of
Labor Statistics of the Department of Labor covering the years 1923 to 1934,
inclusive, and embracing a typical number of industries. They show the yearly
number of wage earners, the weekly pay rolls, the per capita weekly wage, the
wholesale price index of foods, cost-of-living index, and the real wage for the
several industries tabulated.

Accompanying these tables in the exhibit filed are a number of graphs which
are not printed in the record but are contained in the physical exhibit.
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TaBULATIONS, EMPLOYMENT, PAY RovLs, AND WagEes, 1923 To 1934, INCLUBIVE

COMPILED FROM PUBLICATIONB ISSUED BY BUREAU OF LABOR STATISTICS, RELATING
T0O BUILDING MATERIALS (LUMBER AND ALLIED PRODUCTS AND 8TONE, CLAY, AND
GLASS PRODUCTS) CHEMICALS AND ALLIED PRODUCTS, FOOD AND KINDRED PROD-
UCTS, LEATHER AND ITS MANUFACTURES, TEXTILES AND THEIR PRODUCTS, METALS
AND METAL PRODUCTS (IRON AND BTEEL AND THEIR PRODUCTS AND NOWNFERROUS
METALS AND THEIR PRODUCTS)

Conversion of cost of living indexes

[1913==100 to 1026=100. Sim&]e average of reportedd monthly index numbers of the cost of living (based
upon the year 1813 as 100), divided by the index number for 1926, computed on the same basls

Index (1913=100) Con- Index (1913 =170) Con-
g verted I B (5 T
Perlot}ls]:)—n‘ktﬁgr and index Perloc!ilsl;-n\t’ggr and indet
Index Average (1926 Index Average {1920 =

numbers | ¥ 100) numbers | B 100)

1623: 1929
ST T 170.2 (.
December. .... 171.4

Total........ 316

Septembe;
Decemnber....

166.6
160.7

321.3

150.3
146.8

200, 1 148.1 |* 84.5.

1028,

1387
132,
2%7.8| 1339 76.4

174.8
175.6

Total...... 350. ¢ 175.2 100.0

128.3
135.0

Total........ 263.3
173.4
172.0 |. 1934

June........... 136.4

345.4 November..... 138.¢

Total........ 8.3 137.7 e
170.0 |.
171.8

Total........ 341.3

! Indexes of Cost of Goods Purchased by Wage Earners and Low-Salaried Workers in the Larger Cl'les
of the United States.
(Monthly Labor Review, Fobruary 1035, Bureau of Labor Statistics.)

110782—86—pT 6-——82
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Building materials

Sontoe of data: U. 8. Department of Labor, Bareau of Labor Statistics (Monthly Labor Revisw, January
[Sour 1933, unléss otherwlise indicated)]

EMPLOYMENT’
Lumber and allled Stone, cladv, and glass
products products ! Qeneral
ener:
' Tolalzess| inder an
Average Average combined manufac-
Year num.:)ler Group nnmktﬁr Group groups éﬁ;{? h;-‘
woekly A wee T4 os
wage index ? wage index
earners earners
(A) (B} ©) (D) E) ¢}
10L. 8 351, 400 100.4 | 1,283,500 1041
88,1 346, 400 8.9 | 1,247,700 96.6
100.4 352, 700 100.7 | 1,274,300 99.4
100.4 383, 600 103.8 1,285,800 101.2
8.1 349, 800 99.9 | 1,213,900 8.0
2.4 334, 800 96.7 | 1,183,000 98.0
95. 4 328, 500 3.8 [ 1,205,000 104.8
76.1 280, 800 80.2 , 200 91.6
56.3 222, 800 63,7 738, 700 .4
411 158, 000 4.6 633, 800 84,1
4.2 157, 500 45.6 563, 600 9.0
48.7 188, 000 67.8 632, 400 78,8
8471 165, 300 $47.2 597, 900 1787
149.4 ® 49,8 (... ——— 181,2
WEEKLY PAY ROLLS
Lumber and allied | Stone, clay, and glass Comblned groups
products ! products ¢ General
Index (all
Y A A Total | por capita | Taring -
8ar verage verage er capita | turing in-
weekl ig{gy}’. weekly lg{g“'?, N ; weekly | dustries ¢
pay roils ! pay roils X wage
ay rolls
(@) (1) (N o) (K) (L) M)
$18, 526, 000 100.0 | $8, 728,000 9R. 3 (%27, 252, 000 $21.23 103.3
, 228, 68.4 | B 826,000 100.6 | 27, 154, 000 21.76 08,1
18, 824, 000 101.6 | & 085,000 101, 2 | 27,808, 000 21.82 160.6
18, 997, 000 1025 | 9,257,000 104. 2 | 28,254,000 [ 103. 8
17,918, 00¢ 98,7 | 8,029,000 100.5 | 26, B45, 000 22,11 101.8
17, 454, 000 94.2 | 8 541,000 08.2 | 25,095,000 21.97 1024
18, 062, 000 97.4 | 8,323 000 93.7 | 28,385,000 21,90 109.1
13, 484, 000 72.6 | 8,828,000 il , 262, 000 7
, 641, 46.0 | 4,786,000 63.9 | 13,427,000 18,156 87.6
4,658, 000 25.1 | 2 58% 000 20,1 | 7,244,000 13.67 46,1
-[ 4,900,000 26.4 | 2,455,000 27.6 | 7,355 000 13.05 48,
- 'ﬁ,002,000 32,7 | 43,153,000 35 215, 000 14,57 81.9
Juuu.m’y 1035. .......| ¥ 5,872,000 $31.7 | 82,805,000 531 6| ¥677,000 14, 51 S04, 1
February 1935... ... ®) T34.8 (®) THLE e *) 69,1

t Lumber and allied products: The following industries are oomprlsad in this group: Furniture, lumber
(mill work), “1mber (saw mills), turpentine, and resin. (See Note.)

1 8tone, clay, and glass products: The following Industries are comprhed in this group Brick, tile and
terra cotts, cement, glass, marble, granite, slate and other products, pouery. (See Note.)

: ';3’1‘:1?1(;&1 employmanl " December 1934 (Bureau of Labor Statlstics).

1 ¢Trend of omployment." January 1935,

¢ Comparadle data not available.

7 “Employment in February 1933."””

1 Computed by dlvldln ‘”J‘otu! average weekly pay rolls”" (eolumn K) by “Total wage earnars, eomt-
bined groups’ (column E; .
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Building materials—Continued
PRICES AND WAGES

W bolesale | General price;

los index | index whols- Cost-of-living
Year P dion | sale cal com. | fadax n "¢| Real wage 1
materials 19| modities) v
Ny {0) [¢5] Q)
108,7 100.6 67.6 $21.75
1023 98,1 97.4 2.4
1017 108. 8 100.3 21,76
100,0 100,0 100,0 2197
94,7 95.4 08.8
04,1 96,7 97.4 22,58
95,4 95,3 97.5 22.48
89.9 86,4 93.4 2218
79.2 73.Q 84.5 2148
7.4 64,8 76.4 17.78
77,0 85,4 75.2 17.38
_____ 1388, 2 74,9 X
January 1635 4849 1478.8
Fobruary 1935... 14850 79,8

v Basig 1926=100.
10 Building materials: The {ollowing comniodities a8 comprised in this group: Brick and tile, cement,
he.r. paint and paint materials, plumbing and heating, structural steel, other building materials. (Bee

ll The “ Cost-of- -living index” (column P) is computed by using aslmple average (of the monthiy periods
shown for the respective years) of *Indexes of the cost of goods purchased by wage earners and low-salaried
workers in the large cities of the Unijted Staws” contalned In Monthly Labor Review, February 1835
(p 626). which have n converted (nto 1926
by dividing ** Per capita weﬂklyw ge’ (column L) by ' Cost-of-living index” (column P.)
" “W prices”, December nnd Year 1934 (Bureau of Labor Statistics),

W hel prices lu January 1935."
18 ““Whol prices in February 1835."

No1e.—In this case combinations of groups have been made for gurpose of comparing the price indexes
with the employment and pay-roll indexes. 1t is noted that the subgroups of building materials (note 8)
are not exactly the same as the subgroups as ' Lumber and allied produocts”’ (note 7), and ‘‘Stone, clay,
and glass products' (note 8). For exsmple structural steel is contained la ** Building materials” only.

Metals and metal products group—iron and sicel and their products and monferrous
metals and their products

[Scurce of data: U, 8, Department of Labnr, Bureau of Labor Statistics (Monthly Labor Review, January
35, unless otherwise indlcated)]

EMPLOYMENT
Iron and :‘tieel ':nld their Nonferrous xneul.‘xt .nnd their
produc products General
(ail s
Average Average manu-
Year Dunber Grou pumber | Groyp T:;rltlng“ e
weekly | qoiP, | weekly | dONP, | o ed tries 3¢
wage woee sToups
oArners earners
(4) (B) (©) (b) (E) (F)
802, 400 103. 9 (‘; 105, 4 ¥ 104. 1
833,700 97,0 §= 96,7 0 6.5
851,7 "t 99,1 ‘; 97.9 0 M4
880, o) 102.6 It ® 0 1012
834, 500 97.2 E‘ 96.5 § 68,9
829, 800 96,6 4 [0 D 08.9
881,000 102,68 E‘ 111.4 0 1048
, 200 89.2 3 * 4 2]
, 400 69.7 208, 000 4.0 7, 400 77.4
458, 100 53.3 164, 200 581 0622, 300 64.1
, 400 58,4 5, 200 62.0 678, 600 69.0
1034... 502, 800 $69.0 219, 000 74. 802, 800 ¢78,8
January 1935 ¢ 582, 800 $67.8 ¢ 214, 500 $75.9 747, 300 478.7
Fedbruary 1635 [O] 70.6 U [ [0) 7812

Footuotes at end of table.
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Metals and metal products group—iron and steel and their producls and nonferrous
metals and their products—Continued

WEEKLY PAY ROLLS

I‘;’L‘:‘:"p‘i’:&‘h"g@?d Nonferrous metals and thefr products 3 General
ndex
(all manu-
Year Average Groul Average Group ‘Total aver-| Per capita facturing
weel woekl; age weekly |  weekly H
. pay rolls ¢ | Index P puy tolls ¢ | ndex ¢ ey rolls | wages |Industriess
@ (H) M (&) (K) L) M)
103.2 s 103.7 Q) $28, 51 103.3
90.7 0 95, 1G] . 59 98,1
100, 1 3, 100. 4 ) 28,99 100.8
105.0 4 ) 0] 20.40 163.8
98.6 4 100, & 5 20,09 101.8
100. 4 b ¢ 5 29.81 102. 4
107.8 3 110.4 3) 30,18 108, 1
85.7 Y 0] ) 27.87 88.7
55,0 | $4, 662,000 63,1 ($18, 184, 000 22,52 67.8
20,1 2,805, 39.1 , 029, 000 18,12 46.1
0 36.2 | 3,039,000 415 , 964, 000 17.63 48.5
s AN R i A S
January 1935. 012, 798, 51.9 3 3 , 078,
Fobroary 19351 10} 18,9 O 63,4 (O r'60.1
PRICES AND WAGES
wihol’esale }!ctneral 'pricu
price index | Index whole- 2
metaland | sale (all ~ | Cotobliving
Year metal cominodi- Real wages !?
products W ties)*
(N) (0) [¢2]
109.3 100.8 97.0 20,21
100.3 8.1 7. 4 29, 35
103.2 103,58 100.3 38.90
100. ¢ 100.0 100.0 29, 40
96.3 95,4 98. 6 29,50
07.0 98.7 97. 4 30. 61
100. 5 95,3 97. 8 30.03
92,1 88.4 03. 4 29,52
8.6 73.0 845 26.85
80.2 64,8 76.4 21,10
. 79.8 85.9 75.2 23.44
1934... 13869 74,9 78.8 25.64
January 1935, 14858 78.8
February 1935. ... ceaman - 858 79.5 ).

1Iron and steel and thelr‘Products: ‘The foliowing {ndustries are comprised in this subgroup: blast’

furnaces, steel works, and rolling mills; bolts, nuts, washers, and rivets; cast-iron pipe; cutlery (not includ-

ing silver and plated cutlery) and edge tools; forgings (iron and steel); hardware, plumbers‘ supplies; steam

and hot water hesting apparatus and steam fittings; stoves, structural and ornamental metal work, tin.

(;}n:é )and other tinware; tools (not Including edge tools, machine tools, files, and saws); wirework, (See
0

! Nonferrous metals and their products: The following Industries are comprised in this subgroup: Alumi.
num manufasturers, brass, broare, and copper products; clocks, watches, and time-recording devices,
Jewelry; lighting equipment, silverware, and plated ware; smelting and refining copper, lead, angd zino;
stam and enameled ware. (See Note,

» “Trend of Employment”’, December 1934 (Bureau of Labor Statistics).

¢ Basis 1923-26= 100,

¢ Comparabele data not available.

¢ ""Trend of Employment, January 1935.”

T “Employment in Februu’rly 1635."

¢ Computed by dlvldlni “Total average weekly pay rolls’ (coluran K) by ““Total wage earners, com-
bioed groups” (column Ej}.

* Basis 1926 =100,

¥ Metals and metal products: The following commodities are comprised in this group: Agricultural
huPlements. iron and steel, motor vehicles, nonferrous metals, lumbing and heatlag, (See Note.

1 The ' Cost-of-llving Index” (column P) is computed by us Ogg 8 eimple average (of the monthly periods
shown for the respective years) of ‘*Indicas of the Cost of Goods Purchased by e Earners and Low
Salarled Workers {n the isrn Citles of the United States’ contained {n ' Month y Labor Review",
February 1635 %p, 518), which have been converted into 1926=100,

y dividing ** Per caplta weekly wage' {column L) by * Cost-of-living lndex* (column P).
1 Wholasale prices,” December and year 1934 (Bureau of Labor Statistics).

W *“Wholesale Prices In January 1035,”

18 ““Wholesale Prices in February 1935.”

NoTx.—In this case combinations of groups have been made for purpose of comparing price {ndices
with the employment and pay-roll indlces. It should be noted that the price index group lgnludu 1-

cultural {mplaments and motor vehicles which are not included in the emmployment oz pay-roll indices
group.




Textiles and their products
[Source of data: U. 8. Department of Labor, Buresu of Labor Statistics (Montbly Labor Review, January 1935)]

. Employment Weekly pay rolls Prices and wages
f;}‘}ﬁ]‘ Index Ws‘]}fée' General
Wearing | Entirs | Group | fastar- Wearl ot | 0 man- ox B [costor Real
ng ntirg roup ( factur- ng capl rcup . [ax
Year Fabrics | el group  |mdex 1Y ing Fabries apparel | Entiregroup | B | 1o, rsf!tlur of g :lll ‘g;glxs‘ wage
indus- wage 2 1 textile -
tries1d indas- prod- modi-
triesiz| PIodC | “piess
714,300 | 105.2] i04.1| $21,599,000 | $10,919,000 , 511,000 | $19.55 | 105.8 | 103.3 | 111.3| 100.6 £7.6 | $20.02
543, 500 4.9 8.5 19, 014, 000 9, 804, 000 29,712,000 | 19.23 93.8 96. 1 108, 7 98.1 97. 4 10.74
627, 400 9.9 9.4 20,497, 000 10, 284, 000 31,705,000 | 19.54 | 100.4 | 100.6 | 108.3| 103.5| 100.3 19.48
628, 000 9.9 101.2 , 241, 000 10, 207, 000 31,731,000 | 19.49 | 100.2 | 103.& | 100.0| 100.0 | 100.0 19.49
694,400 | 104.0 9¢8.9 21, 135, 000 11, 123, 000 33,817,000 | 19.96 | 106.8 | 101.8 95.6 95.4 93.6 20.24
651,300 { 101.3 989 19, 510, 000 11, 114, 000 32,100,000 | 19.50 | 101.7 | 102.4 95.5 96.7 97.4 20.02
706,000 | 104.8 | 1048 1,000 | 11,476,000 | 33,321,000 { 19.52| 1052 109.1| 90.4| 53| 975] 2002
513, 000 92.9 81.5 18, 167, 000 9, 680, 000 27,115,000 | 17.92 85.6 88.7 80.3 86.4 93.4 19.19
421,000 | 87.2| 77.4{ 14,308 000 8,338,000 | 23,799,000! 16.75| 75.1| 67.5| 663 73.0| BAL5| 10.82
250, 300 8.7 64,1 10, 367, 000 5,733,000 16,947,000 | 13.36 53.5 46.1 54.9 848 76.4 17.75
432, 700 87.9 69.0 12, 664, 000 5,757, 000 19, 394, 000 L2 48.5 64.8 65.9 5.2 18.01
485,900 | 01.2| 78.8) €14,448000]| ¢6,992.000 | 22564, 000 .21 619} 1729! 749| 786 19.3
,661,200 | 895.2| $78.7 | 416,742,000 | ¢5 834,000 | ¢ 24, 868, 000 5| 8601 9704 9788 | () )
0 $908.4 | 5312 () (10) () 51 86911 %701 v79.5 .. .| ___ ...

t Trend of Employment, December 1934 (Bureau of Labor Statistics).
* Basis, 1923-25=100.
3 Basis, 1926=100.

4 The * Cost-of-living index” i3 computed by using a simple aveisge (of the monthly periods shown for the respective years) of indexes of the Cast of Goods Purchased by
w%mm and Low-Salaried Workers in the Large Citles of the United States, contaived in Monthly Labor Review, February 1935 (p. 515), which have been converted into
=100,

¢ Computed by dividing * Per capita weckly wage” by *“Cost-of-living” index.
¢ Trend of Employment, January 1935.

7 Wholesale Prices, December and yeer 1934 (Bureau of Labor Statistics).

# Employment in Feb, 1935.

* Wholesale Prices in February 1935,

nC data not .

Norz.—The following industries are comprised in this group: Fabrics, carpets and rugs, cotton goods, cotton small wares, dyeing and finishing textil

hats (fur felt), knit goods,
aiik and rayon goods, woolens and worsted goods, wearing apparel, ¢clothing (men's and women’s), corsets, and allied garments, men’s furnisbings, mlIl{nery, shirts, and collars.
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Leather and its manufactures !

Employment Weekly pay rolls Priogs and wages
i
‘Wholesale !
Number Indexof |, arace | Per capita Index ofall| ioginder,| Gemeral | goq o !
- dhe | ooy, | dmn | bepe | Prapel o RS met gt SRS ng e
earners industries 3| DAY ro wage dustries 13| _Jeather | . o4iriege | indext
products
344, 860 108.6 104.1 | $7,473, 000 .14 100.9 108.3 104.2 100.8 7.8 $22.20
311, 700 96.3 96.5 | 6,854,000 2135 85.3 96.1 1015 88.1 97.4 21.92
314, 200 97.1 99.4 | 6,831,000 21.74 97.8 100.8 105.3 102.5 100.3 21.687
312, 100 96.8 101.2 | 6,909,000 22.09 98.9 103.8 100. 0 100.0 100.0 2209
316, 600 7.7 98.9 1 7,008, 000 13 100.3 1018 107.7 95 4 8.6 249
300, 400 95.6 98.9 | 6,696, 000 2164 95.8 102. 4 121 4 9.7 97.4 22
318,600 8.5 1048 | 6,915 000 21.70 .0 109.1 109.1 85.3 9.5 22.26
205, 100 9.2 91.5 | 5,748,000 9. 48 2.3 8.7 100.0 86.4 9.4 20. 86
242,800 843 77.4 | 8,035,000 18.46 72.1 8.5 86.1 73.0 84.5 21.85
255, 500 7.0 64.1 4,060,000 15.88 8.1 46.1 72.9 64.8 78.4 20.80
269, 400 83.3 69.0 | 4,394,000 16.3t 629 48.5 80.9 63.9 75.2 21.69
1284, 000 87.8 78.8 | 75,164,000 8.18 39 81.9 186.0 1749 78.& 213
7285, 700 188.3 778.7 | 15,337, 000 18.68 76.4 T84 1 *86.2 +78.8 ?"; (9)
(0 916 ugL2 (" 0] 1ngL§ 166 1 86,0 179.5 16! (%)

Earners and Low-Salaried Workers in ti

1 The following industries ame eomprised in this group: Boots and shoas, hides and skins, leather and other leather products.

3 Trend of Employment, December 1934 (Bureaun of f.abor Statistics).

? Basis 1923-25=100.

4 Basis 1926=100.

# The ““ Cost-of-living index” is eom&xmd by using a simple avetdge (of the monthly periods shown for the respective years) of Indexes of the Cost of Goods Purchased by Wage
Large Cities of the United Btates, oontained in Monthly Labor Review, Fehruary 1935 (p. 515), which have been cogverted into 1926=100.

¢ Computed by dividing * Per capita weekly wage” by * Cost-ollving index.”

1 Trend of Employment, January 1635. .

¢ Whalesale Prices, December and year 1934 (Bureau of Labor Statistics).

* Whoiesale Prices in Fel rusry 1935,

1. C data not availabl

u Employment in Febraary 1935.

Source of data: U. 8. Department of Labor, Bureau of Labor 8tatistics (Monthly Labor Review, January 1935, unless otherwise indicated).

.
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Foods and kindred products !

Employment ‘Weekly pay rolls Prices and wages
Index of !
Year v ex of Index, all Genersl
Number all manu- 3 . | Per capita B X ‘Wholesale - Cost-of-
wage Gé‘;‘;”, 1“' facturing ;:;er?l;s woekly G{;’e‘;p, In- g;‘&‘;";ﬁ‘_ price index., pgﬁe ;“3‘?" living | Real wage$
earners illdl.:sl[ﬂﬂﬂ wage dustrips 13| foods* modities ¢ | iodex’

102.1 104.1 |$15, 206, 600 $22.43 100.4 103.3 927 100.6 $07.8 $22.98
8.4 98.5 | 15, 155,000 23 04 99.4 96. 1 91.0 98.1 97.4 23.66
9.5 99.4 | 15, 288, 000 22,98 100.2 100.8 100.2 103.5 100.3 22,91
99.5 101.2 | 15, 503, 000 23.33 101.8 103.8 100.0 190.0 100.0 2.3
1017 98.9 | 15,838, 000 23.31 104.0 101.8 96.7 95. 4 98.6 23.64
105.8 98.9 | 16,388, 000 23.18 107.6 102.4 101.0 96.7 97.4 2.8
128 104 8 | 17,344, 000 2.1 u3.e 100.1 9.9 95.3 97.5 23.61
100. 4 91.5 | 16, 593,000 2270 108.9 8.7 90.5 86.4 93.4 2430
97. 4 77.4 | 14,173,000 21.79 3.0 67.5 46 o 85 25.79
86.4 64.1 { 11,308, 10.59 74.2 46,1 1.0 64.8 76.4 25 64
94 4 69.0 | 11,604, 000 18 30 76.2 48.5 60.5 85.9 75.2 24.45
106.5 78 8 {714, 08, 000 19.78 24 61.9 t70.5 574.9 78.6 2517

994 4 178 7 |712,696, 000 20. 13 *83.3 ?64.1 #8385 w788 an ()]
393.8 98L2 m [O) v83.4 ¥69. 1 1 87.0 L3I N VR U

“ TI‘J; following industries are comprised iu this gronp: Baking, beverages, butter, canning and preserving, confectionery, flour, ice cream, slaughtering and meat packing, sugar
(bﬁ 8nd cane rei

2 Trend of Employment. Decembar 1934 (Bureau of Labor Statistics).

2 Basis 1923-25

4 Basis 1926~ wo

#The “Cost-of-living index” is computed by using a simple average (of the monthly ods ;hown for the respective years) of Indexes of the Cost of Goods Purchased b;
Earners and Low-Salaned Workers in the Large Cities of the dmmd States mmned in Manthly Z.abor Review, February 1935 (p. 515), which have bean converted into 1925-: 1m.

¢ Computed by dividing “Per capita weekly wage”’ by ** Cost-of-living

? Tread of Employment. Jannary 1935.

:;:Vholle:ale min e mber and year 1834 (Bureau of Labor Statistics).

mployment ‘ebruary 1935.
" Wholesalo Pr;ees in February 1935.
1 C

Source of data: U. 8, Depanment of Labor, Bureau of Labor 8tatistics (Month}y Lebor Review, Jamnuary 1835, unless otharwise indiested).
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Chemicals and allied products !

Employment Weekly pay rolls
Number anne Por caplta| Iodoxall | sjoprce price | Cost of
um| man - ar cap manuf co 0st o
Grou] Weekly pay Group index Real
Year WOge turing weekly turing Index all { living .
earners | l0dex 3| jang roil wage | 10dex ¥ | pgug chesx:&cnh commod-| indexs | Wa€es
tries 1 tries 13| 4R | ities ¢
1023, 342,700 102.9 1041 | $8, 499, 000 24.85 102.2 13.3 1011 100.6 97.6 $25.46
1924 322,200 26.7 96.5 | 8,013,000 24.87 66.3 96.1 9 98.1 97.4 25.53
1925, 334, 200 100.4 00.4 | 8,444,000 25.27 1015 100.6 10L.8 103.5 100.3 25.19
1926 355, 100 108,7 1012 | 9,055 000 25.50 108.8 103.8 100.0 100.0 100.0
1927. 346,700 104.1 8.9 | 8,978,000 25.90 107.9 1018 96.8 95.4 3.6 2.27
P R 342, 500 102.9 98.9 | 8,997,000 26.27 102.4 85.8 9.7 97.4 28.97
1929, 384, 800 115.8 104.8 | 10, 068, 000 26.16 12L.0 109.1 9.2 95.3 9.5 26.83
1030, 384, 700 100.5 9L5 | 9,334,000 25.59 12.2 88.7 89.1 86.4 93.4 27.40
1931 316, 800 95.1 71.4 | 7,643,000 24.13 fL8 6.5 70.3 3.0 84.5 28.56
1032, 279, 700 84.0 64,1, 5,861,000 20.95 70.4 46.1 73.5 64.8 76.4 27.42
1983 T 315, 400 4.7 69.0 i 6,179,000 10.59 74.3 48.5 72.8 9 75.2 26.05
1934. 7361, 600 108.6 78.8 177,437,000 20.57 89. 4 6.9 2175.9 74,9 78. 26.17
Januoary 1935. 7361, 000 7108.4 778.7 | 77,620,000 2111 7916 7641 970.3 $78.8 (1) (10)
February. (10) 1199.4 ngL2 ) (0 1932 ueg.1 1180, 4 1379.5 (1) ()]

1 The following {ndustries are comprised in this group: Chemicals, cottonseed oil, cake and meal, druggists’ preparations, explosives, fertilizers, paints and varnishes, rayon angd
ducts, soap, i ‘

1 <“Trend of Employment,” December 1934 (Burean of Labor Statisties). v

3 Basis 1823-25=100.

+ Basis 1926=100. . .

¢ The * Cost-of-living index”’ (Column P) is computed by using a8 simple average (of the monthly periods shown for the respective years) of Indexes of the Cost of Goods Purchased
by Waﬁ Earners and Low-Salaried Workers in the large cities of the United States contained in Monthly Labor Review, February 1935 (p. 515) which bave been converted into
1926=100.

¢ Computed by dividing “ Per capita weekly wage” by “ Cost-of-living index.”

74 Trend of employment,” January 1935.

$ Wholesale prices, December and year 1934 (Bureau of Labor Statistics).

* “Wholesale prices in January 1935."””

0 C ble data not 3

it “Employment in February 1935.”

11 ““Wholesale prices in February 1935.”

Sonrce of data: U. 8. Department of Labor, Bureaa of Labor Statistics {Monthly Labor Review, January 1935 unless otherwisa indicated.)
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EXPLANATORY S8TATEMENT

The following tables were prepared by the staff of the Federal Trade
Commission at the request of Senator King from statistics furnished
by the Bureau of Labor Statistics of the Department of Labor for a
typical number of industries for 1926, 1930, 1931, 1932, 1933, and
1934. They show the total employment and pay roll of the several
industries for March and December of each year and for January of
the succeeding year, as well as the high and low employment and pay
rolls for each of the said years. They are comparable to the figures
introduced into the record by Mr. Richberg for similar periods during
the years 1933, 1934, and 1935, except that the tables prepared by the
Federal Trade Commission for 1933 and 1934 should be examined in
connection with the testimony submitted by Mr. A. F. Hinrichs,
Chief Economist of the Bureau of Labor Statistics.

Hearings pursuant to Senate Resolution 79, April 17, 1936

DEPARTMENT OF LAROR,
Washington, April 18, 1935.
Senator Par Harrison,
Chairman Senate Finance Commiliee,
Senate Office Building, Washington, D. C.

My DEeARr SenaToR HargisoN: The Bureau of Labor Statistics was asked to
submit for the record discrepancies between its figures and those presented by
Mr. Richberg on Mareh 11 {pt. I, Sp. 78-81), which cannot be accounted for by
the fact that the Federal Trade Commission used Bureau of Labor Statistics
figures which had not yet been revised to the census of 1933.

Typographical errors appear to have been made in the following cases: Brick,
tile, and terra cotta reached the maximum employment since March 1833 in
August 1933. Employment In candy manufacturing reached a maximum in
October 1933 rather than in October 1934. Employment in cast-iron pipes
should be 5,873, 12,105, 9,125, and 11,205, The figures in the record are 10 times
too high, apparently having the decimal point in the wrong place. Employment
in the glass industrics in March 1933 should read 40,500 rather than 83,400,

In addition to these cases it should be noted that maximura employment in the
silk textile industry occurred in August 1933 rather than in February 1935 and
that maxiinum employment since March 1933 in the soap and glycerine industries
was 17,123 in October 1934 rather than 18,100 in January 1935.

Further lack of comparability between the figures submitted by the Federal
Trade Commission and Mr. Richberg arises in the case of men’s clothing, lumber
and timber products and knit goods because of the fact that the two agencies
included somewhat different groups of industries in making up these totals.

Very sincerely yours, . .
A. F. Hinricus, Chief Economist.

The figures of pay rolls and employment appearing in the Finance
Committee hearings on pages 78-81 were apparently preﬁamd by
the Division of Research and Planning of the National Recovery
Administration, using the Bureau of Labor Statistics indices applied
to the 1933 census. The Division of Research and Planning has also
prepared figures for 1931 and 1932 adjusted to the trend between the
1931 and 1933 census figures for those years. _Prior to 1931 the figures
prepared by the Diviston of Research and Planning are apparently
the same as those prepared by the Bureau of Labor Statistics. The
Bureau of Labor Statistics figures since 1931 have not been adjusted
to the census figures and consequently the data of this Bureau in the
attached tables show certain discrepancies from those prepared by
the Division of Research and Planning at pages 78-81 of the Finance
Comunittee hearings.
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If the Bureau of Labor Statistics figures shown in the following
tables unadjusted subsequent to 1931 are adjusted to the census
figures of 1931 and 1933 by the methods used by the Division of
Research and Planning, the figures shown in the tables at pages 78-81
of the hearings should be comparable with the Bureau of Labor
Statistics figures prior to 1931 as shown in the attached tables:

t LUMBER AND TIMBER PRODUCTS INDUSTRY
[8awmills: Bureau of Labor Statistics]
January of
March High December succeeding Low
year
1926:
Employment.. . 441,731 474,840 137, 540 414, 909 437, 540
Payroll..... ... J| 8,309,675 | $9,104,161 | $8,325,889 |  $7,515,189 $7,847, 576
Employment... . 362, 102 372, 161 247,688 222,061 247,648
malPay rolk I os7085,518 | 87,117,046 | $4,191,310 | 3,445,475 $4, 101,310
Employment 215, 417 222,961 139,079 132,017 139,978
Pay roil... $3,404,117 |  $3,494,117 |  $1,702,470 | 81,410,618 $1,702, 470
Employment 124, 473 132,017 117,767 109, 804 117,761
Pay roil I 8,337,655 | $1,410,618 | 81,083,910 $040, 412 $1,053, 910
Employment. .. 102, 260 173,088 150, 258 148,900 102, 260
Pay rofii $850,342 | $2,083,499 | 81,783,840 | $i, 583,820 $850, 342
i!mplo‘yment 155, 991 172,739 151, 20 147,857 146, 900
roil 1,848,510 | $2,161,060 | - $1,786,000 | 81,705,630 |  $1,553;820

IRON AND STEEL INDUSTRIES (BLAST FURNAC

MILLS)

8, STEEL WORKS, AND ROLLING

1831

iﬂmplo ent.
Pay rcll

Employment
Pay roll

Employment
Pay ro

415,308
$18, 705, 575
400, 623
$13, 283,865

313,367
$9, 277, 620
230,725
$4, 062, 473
187,097
$2,642,716

284, 886
$6, 605, 694

418, 242
$13, 789, 017
404, 398
$13, 410,378

313,367
$9, 277,820

234,920
$4, 245, 214
201,072
$0, 817,645

321,462
$8, 837,803

400,623
$13,171, 400
3186, 303

485

) U4,

235, 769
$4, 598, 630

105, 068
$2,713,001
272, 256
$5, 524, 401

271,882
$5, 964, 555

803,911
$12, 384, 217

310, 850
$8, 040, 604
234, 081
$4, 078, 530

189, 168
$2, 656, 773

264, 160
$5, 284, 724

287, 042
$6,913, 763

400, 623
$12,356,103
3186, 303

$8, 504, 485
235,789
$4,512, 207
188,776
$2,417,804
187, 097
$2,642,718

264,160
$4, 784,471

TOBACCO MANU

FAOTURING INDUBTRY !

104

Employment
Pay roll.

‘Pay roll.

Employment.
Pay rol}

127, 440
42, 090, 230

110, 544
$1, 646, 430

108, 756
$1, 391,812

80, 507
$1,007,827

73,721
'$741, 168

99, 050
$1,017, 499

129,673
$2, 176,066
110, 544
$1,718,000
104, 401
41,307,102

02,378
$1,007, 760

01,412
$1, 136, 579

00, 332
$1, 118, 111

129,178
$2,112,3%3
105, 865
$1, 881, 441
91,165
$1,203, 081
87,526
$1,029, 482
85,971
$1,002, 520

85, 604
$1, 108, 909

117, 503
$1,831, 418
64, 532
$1, 309, 952
87,812
$1,088, 269

77,101
4791, 105

75, 389
4888, 132
78, 205
i, 50

119, 993
$1,937, 888

103, 767
$1, 503,178

01,185
$1, 203, 681

o8
10,18

71,043
$740, 260

76, 389
$283,18

t Includes chewing, smoking, cigars, and clgarettes.
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WOOLEN AND WORSTED INDUSTRY

Jaouary of
March High December | suce ing Low
year
144, 207 162, 141 161, 408 161, 289 142, 296
$3, 188, 570 $3, 658, 063 $3, 855,806 43, 670 587 $3, 103, 331
120, 246 133,476 108, 927 107, 808 108,927
$2,380,378 $2, 746, 590 $2, 118, 347 $2, 045, 738 $2,006, 248
119,952 136, 857 106, 869 108, 927 106, 889
$2,411, 48 $2, ﬁﬂe, 078 $1,853, 159 $1,013,142 81, 853, 159
107, 604 24, 509 115,836 115, 689 79,674
$1,793,176 $2, 130, 975 $1,736,350 $1, 676,367 $1,005, 479
Employment ............... 97, 167 176, 108 137, 592 140, 798 97,187
Toll. L. $1, 103,346 £2,010, 754 $2,197, 2712 $2,242,429 $1, 193,346
Emv]oyment ............... 146, 494 152, 902 152, 368 63, 404 83,724
Poayroll ..o $2,306, 128 $2,624, 7068 $2, 624, 706 $2, 880 8N $057, 683
KNITTED OUTERWEAR INDUSTRY
[Knit goods: Bureau of Labor Statistics]
1926:
Ermployment. .............. 193, 697 193, 697 191, 403 189, 738 175,349
Pay rofle..o.oooooooo.o|  $3,529,202 [ 43,586,020 $3, 586, 020 $3, 472, * $3, 059, 260
Employment. .............. 198, 608 203,913 182, 640 64,000 173, 889
‘Psy [ 2V D $3, 748, 100 $3, 869, 666 | .1$3, 115,988 $2, 629. 48 " $2, 844, 504
’ Emplo ment. ...coevn wann. 175, 140 187, 859 185,148 175, 857 164, 000
!Pay ol ool , 998, 480 $3,059, 260 $2,888,818 $2, 467, 668 '$2,620, 748
Employment ..o ........ ... 178,893 195, 1568 186, 608 173, 681 147,827
Pay roll.cieene i iianaaaia| 82,605,438 $2,779,672 $2,471,720 $2,017,866 $1, 685, 632
Fmploymem_..._..A..A.... 169, 004 211,628 190, 152 180, 200 169,004
P 1)) IO $1,016, 596 $3,314, 538 $2,771, 568 $2, 223, 847 $1, 916, 596
Emp]oymem ............... 207, 980 212,054 204, 481 202, 238 180, 200
Payroll...oocoviiiinia. $3, 337,330 43, 405, 48 $3, 405, 948 43,312,378 $2,223, 847
SILK AND RAYON
[U. 8. Department of Labor: Buresu of Labor Statistics]
1928; r
Employment............... 134, 285 130, 44 129, 195 127, 800 122,148
P&y roll....ooeooaaoo.o...|  $2,835,440 $2, 433, 305 $2, 700, 546 $2, 592, 100 $2,473,075
Employmant ............... 131, 805 131, 865 117, 189 118, 537 107,010
Payrollocoooioiaimionn| 82,505,850 42, 565, 850 $2, 142,450 $1, 975,815 $1, 827, 695
Employment. 119, 669 20,713 108, 185 108, 087 05, A57
uyrol erarernameeeena-a|  $2, 137,160 3?,187.416 81,764,216 $1,610,805 $1, 650, 480
Emnloymant ............... 88,479 106, 097 81,089 91, 220 62, 901
1033h VIOl 81,177,025 $1,610,805 $1, 174,380 $1,002, 385 $750, 115
Employment. . 78, 300 112,883 94,001 84, 145 78,300
MP yroll...... - $896, 635 81,772,150 $1, 385,980 $1,397, 232 $899, 655
Emp]o?’ment 108, 488 107,474 05, 609 101, 440 3, 157
Pay roll $1, 710, 232 $1, 742,754 $1, 625, 086 81, 7I2. 736 $1, 020,144
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Janpuary of
March High December ing Low
year

1926;
Employment 472,014 472,014 441 463,001 412,133
Pay roll $7,350,660 | $7,380,660 | 87, m 22| 7,177,638 | $5,799, 480
i 380, 633 102,380 328,878 321,649 322, 074
$5, 431, 556 $5,624,872 $4, 514,864 $4,265,424 $4, 028. 456
336, 046 346, 204 319,950 316, 126 319, 100
$4,552,280 | 84,739,360 | $3,679,210 | 83,570,461 |  $3,63 388
325,473 308, 873 320,323 324, 024 240,493
$3,601,712 | 83,701,488 | $3,230,2{8 | 83,130,472 | $2,132712
312,302 9, 119 416,077 419,710 312,302
$2,84,862 | 85 ssv, 232 | 84,005,036 | 85,180,615 |  $2,540,852
455,496 458,370 424,18 425,453 229,738
85,8010 | 85,090,203 | 85,654 758 | 85,090,280 | 82,708, oo

MEN'S CLOTHING INDUSTRY

1926:
Employment. .. 180, 200 184,338 184,338 163, 586 167, 597
Pay roll...-.... $4,128,500 | $4,196,200 | $4,112,020 | 84,140,710 |  $3,485, 810
Employment. 179, 638 185, 655 142,768 147,470 142, 708
PO 3 3,568,880 | 43,783, 410 , 204,660 | $2,481, 250 , 204, 660
Employment 160, 826 105, 528 138, 818 138, 442 138, 818
5P ol $3,04,000 | $3,044,900 | $2,008,820 | $2, 035,610 2,008, 820
147, 847 149, 163 135,056 129,037 110, 246
$2,223,200 | $2,243,050 | 81,441,110 | $1,488,900 |  $1,214,820
138, 254 163, 847 139, 382 9, 747 129,087
$1,675,340 | $2,047,990 , 842, 080 tz z 272 | 81,460,960
Employmen 161, 611 163,069 144,120 162,868 189, 747
Pay roll $2,730,696 | $2,730,890 | 82,179,744 | $2,362,050 |  $2,022,272

WOMEN’S CLOTHING MANUFACTURING INDUSTRIES

1926:
Employment. 142,125 142, 313 142,313 160, 750 117, 750
Pay roll $4,003,407 | 84,000,497 | 83,671,487 | $3,048,138 | 82,780, %10
201, 750 101,750 175,313 174,188 161,313
5204700 | $6,204,700 | $3,704,310 | $3,615219 |  $3,202 587
195,938 105, 938 165, 250 151,125 152,813
$4,670,244 |  $4,070,244 | 3,038,472 [ 32,747,754 , 029, 094
163, 088 163, 088 134,813 134, 250 95, 813
$3,304,236 |  $3,304,836 | $1,078,758 | $1,013,112 |  $1,406,700
141, 563 157, 500 119,625 130, 637 119, 625
1034 $1,000,380 | $3,240,000 | $1,000,380 | $2,339,632 |  $1,706, 796
Employment 166, 649 168,819 142,813 149, 762 114,419
Pay roll. $3,558,736 | 0,608,738 | $2,54,035 | $2,885,108 |  $2,001, 174
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AUTOMOBILE MANUFACTURIN(J, AUTOMOTIVE PARTS, AND EQUIPMENT
NUFACTURING INDUSTRIES

Janl of
Mareh High December ing Low
year
26:
Employment. 468, 428 408, 428 344, 46 344, 498 344,045
Pay roll... $15,338,624 | $15,338,624 $0, 868, 600 $8, 280, 624 $9, 868, 600
351,200 371,780 284, 009 283, 204 278,283
$10,206,052 | $10,764,070 |  $6,456,884 |  $4,006, 104 $6, 456, 884
307, 364 323, 260 273,301 287,678 231,753
$7, 894, 880 $8, 839, 446 $6, 414, 500 $8, 372, 206 $4, 006, 104
1032
Employmeut . 289, 020 207, 968 204, 609 229,089 169,117
jI’ P $86, 851, 628 $7.181, 784 $4,271,684 $4, 863,810 $2, 960, 580
163
Fmployment 199, 093 288,126 265, 756 323,368 199, 093
Payroll... $3, 623,188 $7,034, 602 $5. 808, 378 $7,356, 204 $3,023, 188
34
Employment 436, 527 462, 702 358, 000 435,319 220,213
Pay roll 812, 378, 268 | $13,661,732 $9,640,152 | 811,633, 706 $6,473,034
RUBBER MANUFACTURING INDUSTRY
1926;
Employment 109, 070 109, 704 101, 089 102,028 98, 280
630 Psyrnl........... $2,945, 124 , 023, 656 $2,773,062 | $2,760, 580 $2, 608, 568
Employment 86, 362 89, 621 68, 041 102, 782 68, 650
Payroll........ $2,429,732 $2, 558, 140 $1, 581,880 $2,312,083 $1, 435,656
Fmploymant 98,137 103, 849 04, 185 02,202 94, 185
» 8y roll.... $2, 203, 981 $2,406, 248 $1, 790, 487 $1,762, 708 $1, 758,028
Employment 90, 024 92,380 6, 233 83, 054 82, 781
33Pa)r roll $1,712,103 $1,785,272 $1,428,076 $1, 280, 072 $1,318, 066
Employment.... 80, 301 119, 404 112, 808 110, 28 80, uo
)M $1,129, 668 $2, 181,668 $2, 048, 185 $2, 030, 058 $1, 129.
Emponment.... 117,079 121, 001 106,177 110,017
Payroll...._..... $2, 442,307 $2, 542,953 $2, 286,370 $2,402,161 $1, Mz 193

ELECTRICAL MACHINERY AND MANUFACTURINGINDUSTRY,EXCLUDING RADIOS

26.
Employment 204, 604 270,848 250, 344 251, 468 255,729
Payrolld.... $6,068,144 |  $7,161,216 | $5,080,502 |  $6,660, $6, 435, 484
i 264,132 274,041 204, 398 200,718 204, 398

$7,200,254 | $7,488,080 |  $4,011,062 | $4,580,006 | 84,011,962

Employment 107,038 200,718 185, 683 154, 200 155,988
Pay roll....... $4,620,000 |  $4,657,895 | $3,084,202 | $2,933,310 |  $3,064,202
Employment 148,628 164, 200 104, 181 99, 368 104, 181
Pay roll.... 2,604,050 | 92,003,310 | $1,630,887 | $1,547,400 |  $1,630,867
'Employmenr. 7, 1 134,768 132, 208 128, 547 97,1
Pay ro $1, m,mo $2,978,001 | $2,280,142 | 2,188,478 |  $1,462 s
Employment 187, 443 147,220 145, 894 146, 562 128, 547
Pay roll-..... 500,303 | $2,090, 533 ,538 | $3,001,998 |  $2, 188 478

' Blectrical machinery including radios,
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BOOT AND SHOE MANUFACTURING INDUSTRY

January of

March High Decomber | succeeding Low
year
26:
Employment. . 203, 750 213,824 204, 161 208,273 170, 180
1030, Pay roll_..... $4,1362, 540 $4,726, 036 $4, 208, 568 $4, 302, 662 $3, 738,098
Fmbloyment. - 204, 572 200, 828 185, 508 173,321 18635, 508
Pay ro. $4,003,272 $4, 020, 380 $2,656 017 $2,835, 651 $2,412, 228
Emplo 188, 535 197,787 166, 330 172,910 55, 434
Pay ro. $3, 575,572 $3,716,713 $2, 467,529 $2, 698, 787 $2, 2’32 594
Employment 188, 124 188, 124 157,07 166, 330 167,078
Payroll..... $3, 263, 351 $3, 263, 351 $1,003, 032 $2,142,777 $1,903, 082
Employment.. 175,788 108, 198 181, 190 171,781 161,190
MPay roll. $2,378,012 $3,477, 201 $2, 493, 491 $2, 870,382 $2, 142,777
Employment. . 198, 017 198, 017 176,245 184, 662 180, 655
Payroll....... $3,760, 111 $3,760, 111 $2,848,027 $3, 241,475 $2,441, 160
PAPER AND PULP INDUSTRY
1
Employment 128, 000 128,808 125, 440 125,312 " 125,440
- roll. $3,201,440 | $3,201,302 | 3,238, 144 |  $3, 145,288 $3, 085, 040
Employmeut 29, 920 130, 688 114, 176 110,848 114,176
ms]?ay roll . ... $3, 391, 22 $3,414, 528 $2,732,288 $2,532, 528 $2,732,288
iﬂmplo 109, 824 110,848 102,784 102, 828 102, 784
?av rol $2,862, 400 $2 639, 024 $2, 126, 502 $2,003, 456 $2,126, 502
103, 168 103, 168 96, 840 05,816 95, T4d
$2, 100,052 $2,118,608 $1,614,080 $1, 554,176 $1, 587, 456
95,872 125, 668 121,856 120,062 05, 616
$1,564, 160 $2, 290, 320 $2,126, 502 $2, 109, 767 $1, 554,176
125,908 129, 624 120, 524 128, 801 120, 962
$2,325,774 $2, 470,765 $2, 470,765 $2,470,763 $2, 109, 787
FURNITURE INDUSTRY
1928:
163, 980 200, 343 108,042 188, 565 179,475
$4, 754, 060 $5,104, 310 84, 992. 230 $4, 473 880 14, 100, 600
Employmam. 166,324 173,873 136, 540 29,771 138, 84
MX'PW toll..... $3, 683, 970 $3,834, 070 $2,713, 270 $2, 405, 60 $2,713, 2’70
.Employment 131,512 131,899 120, 205 112, 558 120, 205
?By roll. $2, 630, 530 $2, 680, 580 $2,082, 820 $1,802, 620 $2,082,820
i’:mploymem. 108, 464 118, 941 97,087 80, 351 46, 063
IQBS'PW roll....... 41,885 210 $1,831, 300 $1, 288,020 $1, 065, 430 §1,032, 070
'Employment_. ....... 84,516 135, 787 113,013 103, 740 84, 518
Pay rolle..ooooeananans $905, 980 $3,250, 040 $1, 641,604 $1, 445, 182 $008, 880
108,027 114,970 112,385 110,829 103, 740
$1,0882, 634 $1,032,368 $1,879, 148 $1,780, 800 $1, 445, 192
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TESTIMONY OF GEORGE W. BOLLER, CHICAGO, ILL., REPRESENT-
ING THE INDEPENDENT EQUIPPED COAL MERCHANTS, INC.

(Having been first duly sworn, the witness testified as follows:)

Senator Brack. How long do you require to make your statement?

Mr. Borees. If 1 were to give you the entire statement that I
have here, it would take considerable time, but I have briefed it and
have exhibjts that I could enter.

Senator Buack. We will appreciate that, because I see herc that
there are five further witnesses, and we want to get through if we can.
All of them are here from out of the city.

Mr. Borrer, When the code was originally instituted, we, the
independent dealers, in the city of Chicago, were notified that it would
be necessary for us to form a group in order to secure representation
on the code board, which was the reason for the organization of this
small group. This brief which I have here is directed to the Senate
Finance Committee.

The Independent Equipped Coal Merchants, Inc., of the city of
Chicugo, not being entirely in accord with the administration of the
code in district no. 26, offer the following information.

As fully outlined in the brief hereto attached, this organization
objected to the original method of election for the members of the
code board, also to the set-up and do not think it fair to have the
attorneys and auditors, who represent the Chicago Coal Merchants
Association, the controlling factor of the code board conducting the
affairs of the board and receive the reports and information requested
to be filed.

The brief also fully outlines the objections to the methods of con-
ducting the original hearing for the declaration of an emergency.

The question of how this power to declare an emergency can be
abused is fully set out in the brief. It is slso very evident from the
records of the Research and Planning Division hearing conducted in
Chicago in September 1934, and is also very evident from the facts
outlined in the Building Managers and the Real Estate Boards’
briefs filed with the code authority at Washington.

The evidence brought out at the original hearing was not absolute,
conclusive, nor substantiating evidence of an emergsncy.

It is plainly evident from the price set-up of the original hearing
that was not a cost determination but a fixed set of prices, copy of
which is hereto_nttached, and the prices outlined after the Research
and Planning Division hearing which is purely a fixed set of prices
and not a cost determination as authorized by the Research and
Planning Division. Press copy of the Research and Planning Divi-
sion findings hereto attached.

The price list sent out by the code board of district no. 26, after
the Research and Planning Division hearing, contained approxi-
mately 1,800 items from which it is purely evident that these are fixed
prices in absolute violation of our State statvtes and not minimum
cost determinations. The budget as set up by the code board of
district no, 26 and authorized a total of $158,700 as outlined in said
attached brief, if collected on a tonnage basis in accordance with the
actual tonnage handled by the retail coal merchants in the Chicago
territory, the board would collect in excess of $300,000.
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The group represented here today have also filed with special
investigator at Chicago, namely Mr. J. Smart, considerable informa-
tion relative to various members of the code board of district no. 26
which has been thoroughly investigated and found in accord with
the statements made. Sald evidence should have been sufficient to
bar said parties from the privilege of being members of said board
and prevented from conducting and administering the retail solid
fuel business in this territory.

It is also plainly evident from the attached copy of newspaper
advertisement and letter of the Chicago Associated Coal Yard Owners
written on November 15, 1934, that a certain member of the code
board seeks to derive special benefits for himself and his organization
by being a member of said board.

Since this method of price gﬂn%s heretofore outlined has appeared
in this district, & Y iétHods have been used to defeat the
prices as set u ‘the code board of distrgt no. 26, a few examples
wkich are as Jollows: One of the supposed reltable coal dealers in the

Chicago tgffitory offered to rent space (which™hey would not use)
in one of/the large office buﬂ%and to pay re
e

for same on the
basis offthe differenge- B8 weerk the Prige which he’yished to charge

said hhilding f(}r__alfé coj and prigh actually setWyp by the code
Offe of the gres ISRt the copfPusiness irkthis territory

hasfbeen a question of iptertmediaries who Randle largdp tonnage of
cogf for receigers and yigo offer said. toghage3for sale orf the basis of

apgroxima _cents §er tpn with 2 perceng discountifor the pay-
meht in 10 r:date of delivery, makigk & total difference be-
twden the acfial amgint set by'thgitode board and the defivered price,
of {1 per tonYess tidn the codf price. If such large confimissions can
be Paid therd pfist be so hi,ng;wwith the hinimum-cost
de inations. e :

ars also numerow¥ ither mdthods thit have hfen used which
cult of proﬁ,‘howeve’t,lif thé proper investigfitors are put on

f certain bheiness, evidenc d undoubgedly be gathered.
effect that pricé f¥king has had on the small dealer in this

Ty i will be noted in the attached prfce list issued by the
code board ofdistrict no. 26 on December, 80, 1934, in which it will
be found that the difference between thp-@€tual cost of the coal in the
yand to the small dealérand ered price, take for instance on
stealn coal, is as low as 30 cents per ton, however, the Research and
Planning Division found on its investigation that the minimum reason-
able cost for handling coal in this terntory was $1.35 per ton.

It is also purely evident throughout the entire price set-up that the
margins allowed the little dealer are such that it is putting a great
many of them out of business.

One of the members of our group reported yesterday that at his
peak load he supplied 86 small dealers and that during the last few
days he had cashed relief checks for 25 of them, showing that 25 of
his dealers have been forced on the relief. ,

One of the greatest hazards confronting the coal men in our dis-
tricts todsy, owing to price fixing, is the changing over of the plants
from solid fuel to gas and oil.

. Some of the largest plants in ihe city of Chicago have already
installed gas burners and equipped their boilers to burn same, and a
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number of the other larger plants in the loop district have signed con-
tracts for the installation of gas burners.

We sincerely and honestly believe that in a great many instances if
the coal prices could have been kept in line or if the proper legislation
could be passed to prevent this change, that it would materially affect
the labor situation in our district. Take for example, one of our
largest consumers 1n the loop district has recently changed two of his
750-horsepower boilers over to gas whichis to be supplied to them on
the basis of 2 cents per therm which means approximately 50,000
B. t. u.’s percent. ith the present set-up in this district it is im-
possible to give them satisfastory fuel containing said value per cent.

The real effect this is having on employment is far-reaching. First
it takes approximately six miners to mine the coal required in the
particular plant mentioned and not only affects the miners but it
affects the day laborers and the mine office employees, it affects the
railroad transportation of solid fuels and the greater the total use of
solid fuel decreases, the greater its effect upon the number of railroad
employees. It affects the distribution office of solid fuel, its sales-
men, office employees, weighmen, and so forth; it eliminates the men
for unloading and the distribution of solid fuel at destination and
materially affects the number of engine-room employees necessary
to operate the plant. It affects allindustries handling engine-room
ls'upp ies, mine equipment and railway equipment and so on down the

ine. :

We sincerely believe that our stand is justly taken in these matters
and in order to effectuate the real purpose of the National Recovery
Act established really to promote the welfare of the laboring man and
provide work for the idle, that the grice-ﬁxing factor has so materially
affected the labor in this district that said price-fixing factors should
be entirely eliminated from code matters.

We are sincerely in accord with the administration ideas relative to
maximum hours and minimum wages and sincersly hope that if the
continuation of the Recovery Act is contemplated that only the factors
of wages and hours be considered, inasmuch as the price-fixing factors
are entirely detrimental to the employment of labor and absolutely
contrary to the laws of our State as set up in our statutes and that
the factor of trade practices can be justly handled through the proper
judiciary bodies wEo have full power to prosecute the violation of
trade practices.

The above brief and attached information are respectfully submitted
for your consideration.

he matter of price fixing in our territory has led to a number of
bad practices that cannot be met by those in the industry who are
trying to handle their business open and aboveboard. If we were
to try to meet the proposition of paying an intermediary about 85
cents per ton, even though we know that a part of this is going over
to the place where the orders are placed, we could afford to abide by
the rules and regulations of our code board, as we have been advised
that it is not necessary to know where the commissions are going.
However, we do know where the commissions are going and we feel
that if there is room enough to give that much money back to someone
who is on the inside and has no t'nancial interests in our industry
whatsoever, that we should be allow:d to give a portion of that direct

110782—36—pT 6—-—33
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to the buyer or the man who is paying the bills rather than to flve it
to some intermediary who has no interest whatever in the industry.

We are, however, opposed to the é)roposit.ion of the code board as
set up in Chicago. The factor of being controlled by the Chicago
Coal Merchants Association is a problem which has geen discussed
a number of times, and our brief fully outlines the reasons why we
object to their control of our industry in the territory.

nator BLack. You are not a member of the Coal Merchants
Association?

Mr. BoLLER. We were at one time.

Senator Brack. You are objecting, as I understand, to the price-
fixing provisions of the Retail Coal Code?

Mr. BoLLER. Yes, sir.

. Senator Brack. You favor a law of the type of the National Recov-
ery Act or any other method as I understand it, to regulate minimum
wages and maximum hours?

Mr. BoLLer. I favor employment control. However, I do not
favor any price-fixing schedul':as or trade practices which we have. Of
course, we do not want to violate trade practices, but they can be
amply handled by our judicial body in Illinois.

Senator BLack. And you have elaborated those ideas in the brief?

Mr. BoLLeR. In the brief; yes, sir.

Senator Brack. Is that all now?

Mr. Borrer. That is all T have.

(The documents above referred to follow:)

As a preliminary to this brief, attention is first called to the original set-up of
members to be voted for to compose the code authority for the retail solid fuel
industry, district no. 26. The orginal notices from the Chicago Coal Merchants
Association containing the names of the parties to be voted for, was also mailed
out by the Chidago Associated Coal Yard Owners Associatin with the name of the
Chicago Coal Merchants Association scratched out and the name of the Chicago
Associated Coal Yard Owners Association tav ed in in its stead and contained the
same list of names recommended by the Chicago Coal Merchants Association.
Also a8 mentioned in the prior letter to Mr. Wayne P. Ellis, deputy adminis-
trator of the retail solid fuel industry at Washingon, D. C., the name of J. J.
O'Laughlin of the Consumers Co. and W. P. Worth were shown as representing
group B or the unaffiliated equipped coal merchants, and as stated in said letter,
the tonnage represented by the Consumers Co. overblanced, as far as could be
determined, the tonnage which could be voted for by the unaffiliated equipped
coal merchants of district no. 26.

The names appearing on said list, namely: George I. Netho, chairman, who is
a past president of the Chicago Coal Merchants Association; Robert H. Clark,
past president of the Chicago Coal Merchants Association; Joseph D. Biety, former
vice president of the Chicago Coal Merchants Association; Richard De Kiker
at the greeent time on the board of directors of the Chicago Coal Merchants
Association; A. Frank Druley, past president of the Chicago Coal Merchants
Association; Frank Donovan, present vice president of the Chicago Coal Merchant
chants Association; Josehh J. Heritage, Kresident of the Chicago Associated Coal
Yard Owners Association; J. J. O’Laughlin, representing h%mup B, official of the
Consumers Co.; W. P. Worth, former official of the cago Coal Merchants
Association, now regresentiug group B unaffiliated equipped coal merchants;
and Charles W. McCoy, ;ﬁaresenting the msall unequipptxr dealer.

The entire ballot naturally was fully controlled at said election inasmuch as
said tonnage represented overbalanced any opposition which might have been
offered as the representation for the unaffiliated equipped coal merchants of
district no. 26 and, therefore, each party whose name appeared on the original
-set-up, was elected to hold representation on the Retail Solid Fuel Code Board
of District No. 26.

Tne Chicago Tribune attorneys, namely Kirkland, Fleming, Green & Martin,
33 North LaSalle Street, Chicago, also represent the Chicago Coal Merchants
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Association, who now handle the affairs of the code board district no. 26 and
conducted the questioning in order to determine whether or not an emergency
existed within said territory.

Said code board was also incorporated.

No authoritative information can be found authorizing said code board to
incorporate and convey its power and authority to a corporation. It is, there-
fore, very difficult to understand why the attorneys representing the éhlcago
Coal Merchants Association, who control the entire voting power of the code
board, should conduct the questioning of witnesses, and as will be shown later
in said brief, & number of which were former officials of the Chicago Coal Mer-
chants Association and members thereof.

If the Retail Solid Fuel Code Board of District No. 26 is to pass fair and un-
biased opinions, it is difficult to understand how a board controlled by the Asso-
ciation and governed by its own attorneys, questioning its own officers or past
officers and members, eould pass opinions or render rulings which are unbiased
and not strictly in accordance with the ideas of their organization.

In the letter of transmittal to the President by National Administrator Hugh
8. Johnson and incorgorated a3 part of the Retail Solid Fuel Industry Code ap-
pears the remark that the retail solid-fuel industry has had a decline of 28.9 per-
cent in its sales between the years of 1926 and 1933, due to the severe competi-
tion of oil and gas as well as the general depression, Other causes, which also
were factors entering into the decline of tonnages in the retail solid-fuel industry,
may have been caused by a great number of vacancies in buildings, the closing
down of factories, and cutting down of the fuel requirements necessary to oper-
ate said factories under present conditions and the entry of a great number of
new dealers in this territory, which have come into being since the year of 1926,
guch as merchants in other Jines of industry who had a great deal of idle equip-
ment and decided it was policy for them to enter the fuel business in order to
kee'lp their equipment in operation and for other purposes.

he evidence brought out at the inquiry conducted by the code board of dis-
triet no. 26 and its association attorneys, endeavored to bring out the facts that
the shrinkage of tonnages, shown by each dealer, was a question of price cutting,
in order that an emergency could be declared in this district.

It was very evident that evidence not relevant to the question as to whether
or not price cutting existed in district no. 26 to such an extent that an emergency
should be declared, was admitted in numerous cases, also that the question of
costs and blends were brought out by several witnesses, however, some witnesses
were allowed to enter irrelevant facts and others were vaented from doing so.

The interrogation of W. E. E. Koepler, secretary of the Pocahontas Operators
Association, who was interrogated by the attorneys as to the relative values of
Eagle seam coal versus Pocahontas and brought out the facts as to whether or not
the average purchaser could distinguish the difference from the appearance of one
coal from the other, which Mr. Koepler thought the average buyer could readily
do both from the appearsuce and burning of same. However, when a later
witness was interrogated by the attorneys, the facts were brought out that the
average purchaser could not tell one of the above-mentioned coals from the other.

When'the attorney, Joseph T. Harrington, representing the union employees,
took the stand, he was barred when he endeavored to bring out the facts that
union labor in this district was being paid less today than they were paid in 1932
and 1933, tending to show that the costs of handling fuels in this district, as far as
labor factor is concerned, is less today than it was prior to the incorporation of the
code board, this information being detrimental to the anticipated declaration of
an emergency, was determined by the attorneys ccnductini the questioning to
be irrelevant and the witness was lgrevented from giving further testimony. Also
a8 shown later in this brief, Mr. Paul J. Alwart was told that his evidence as to
blends was irrelevant.

It was also very evident that every question put to the witnesses was of &
leading nature, also plainly evident that some of the witnesses had been arranged
to1 prior to the board meeting.

here was considerable discussion amongst prac_ticnllﬁ every witness appearing
on the stand that their tonnage had shrunk during the past year, which the
stated was undoubtedly caused through price cutting. Mr. Frank G. Reed,
sales manager for the Consumers Co., stated that when he had submitted prices
on various gieces of business that invariably someone would put in a price less
than his and if he met that price, the other party would invariably go lower and
he would continue in an attempt to meet said price, until, in his opinion, the
price became such that he would have lost money if he had cut any further, at
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which time he naturally had to pass up the busiiess, however, he did not consider
the fact that his original price, as submitted, might have been the first cut on the
particular piece of business. If not, who establishes the correct prices to be
quoted in this district, and under what legal obligation is every dealer in the dis-
trict obliged to quote said established price? ’

t was also very apparent that numerous parties testifying objected to the
blending of fucls stating that it was tending toward price cutting, however, when
Mr. Paul J. Alwart attempted to enter into evidence that blending of fuels was
nqt a price-cutting factor and would, in some instances, provide a fuel of a more
economical nature for certain plants, and also attempted to enter into evidence
the fact that New River coal and other so-called *‘smokeless coals’ were sold by
most dealers in this territory as Pocshontas and advertised as such, stating that
if there is to be a fair and impartial investigation, that such practices should also
be taken into consideration in determining whether or not it is a false representa-
tion to customers, and he was prohibited from giving said information and told
that said evidence was irrelevant to the facts to be determined.

However, immediately after his evidence, a party by the name of George J,
Parkinson, an employee of the Consumers Co., was called to the stand and asked
his name and with what company he was affitiated, without further interrogation
as to his duties, etc., with said company and the question immediately put to
him by the association’s attorney was ““Have you ever conducted ansalyses for
your company, ete?” Later on he was questioned as to whether he ever visited
mines for his company, and whether or not such services were necessary for
rendering proper service to customers of said organization. He was also asked
whether or not he hapgened to have an analysis with him representing such
blends as analyzed by him and whether or not he had any analysis made by
him on genuine Pocahontas coal. He immediately said he had such analysis
and proceeded to take them from his pocket, showing analyses on blended coal

as follows:

Moisture.

JAsho . . ...

Volatile matter_ _ .-

Fixed carbon. _ ... ... .. __.. JR
B. t. u. as received, 13,329; sulphur, 1.94.

This analysis, he stated, was made in the year of 1927,
On an analysis of genuine Pocahontas coal covering a year's business of ap-
proximately 3,000 tons, the average analysis he had was as follows:

Modsture. . o o e e cccmccmmccaaaa 36
Ash 387

B. t. u., 14,820; sulphur, 0.92.

However, no analysis was made as to the volatile or carbon contents of said
Pocahontas, leaving it questionable as to whether or not this was a true Poca-
hontas coal.

Said inquiries were conducted along this line when it was finally determined
between the chairman of the board of district no. 26 and other officials of said
Board and the attorney reprcsenting the incorporated code board that said evi-
dence was irrelevant and should be stricken from the records.

Some of the witnessés examined from the various districts of Chicago were as
follows: From the north side, Mr. J. A. Peterson, of the Peterson Coal Co,
former vice president of the Chicago Coal Merchante Association during the year
of 1931; from the west side Mr. Chas. H. Drieske, former president of the Chicago
Coal Merchants Association; from the south side was Mr. Norman D. Elmstrom
of the Elmstrom Coal Co., president of the Chicago Coal Merchants Association
during the vears of 1932 and 1933; from the loop was Mr. C. J. Holland of the
Holland Coat Co., former member of the board of directors of the Chicago Coal
Merchants Association.

Mr. James B. Young, managing editor of the Journal of Commerce, was alse
put on the stand and asked questions regarding the prices published in the
Journal of Commerce daily, excepting Sundays, and whether or not he considered
those the correct prices used in the territory, however, he was not interrogated
a8 to where he had obtained said prices and had.no means of determining whether
or not they represented the true costs of handling business in District No. 26 and
laid no basic foundation as to why it was necessary for all dealers in said distriet
to follow prices published in said paper, nor did he lag graund to the facts as to
why the majority of dealers in said territory followed said prices, nor were the
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facts brought out why the advance in coke prices in this territory of 75 cents per
ton f. 0. b. Chicago were not advanced to the gencral public on the first of the,
month, when said advance went into effect by the coke uvens. .

The next witness on the stand was Mr, Clark, secretary of the Chicago Asso-
eiated Coal Yard Owners, who attempted to show that there was a difference
between the handling costs of coal on a c. 0. d. basis and the handling of coal on
charge accounts of approximately 75 cents per ton, attempting to prove said
g{ﬂerence, he was advised at numerous times by the associstion lawyers that said

formation, which he wished to have entered into the records, was irrelevant and
not & factor as to whether or not price cutting existed in this territory and whether
or not it was necessary to call an emergency. . .

W. J. O'Brien, vice president and general manager of the Sterling-Midland
Coal Co., was later placed on the stand to give expert testimony as to the respec-
tive tonnages transported into the Chicago territory via rail and via boat, From
the records which he had obtained from the United States Engineering Depart-
ment showed tha* the Chicago unloadings from boat were 164,354 tons, however,
as close as he was able to check said tonnage information from dock records he
found unloadings at docks 158,411 tons, From said tonnace he said there would
have to be deducted the amounts of approximately 18,000 tons of bunker coal
fn one instance and approximately 14,355 tons in another instance, leaving a
balance of approximately 126,000 tons of hoat coal sold at retail.

From the Calumet Harbor records obtained, it was shown that 1,507,382 tons
were unloaded from boat, approximately 218,000 tons to retail dealers, 30,000
tans which were used for bunker coal, leaving a halance of 188,000 tons to he
resold, stating that approximately 110,000 tons of said 188,000 tons were re-
loaded in rail cars for reshipment.

He also stated that approximately 5,257,542 tons of Outer Crescent coal was
shipped in the Chicago territory and approximately 2,135,536 tons of Inner
Crescent coal, representing approximately 7,400,000 tons of eastern coal coming
into the Chicago territory during the year of 1833. Facts were then brought out
as to the relative costs of all rail shipments versus rail and boat to Chicago.

No mention was here made as to the representative tonnage coming in to the
Chicago territory via rail from West Kentucky, Indiana, and Illinois, which in
accordance with Roland Sperry’s report is approximately 4,885,648 tons of fine
coal and 3,918,769 tons of nut, egg and lump, making a total tonnage of Central
district coal of approximately 8,804,317 tons, as shown by Roy Kern’s reports on
shipments of Eastern coal, West Virginia, Eastern Kentucky, Pennsylvania, and
Tennessee coal shipped via rail was approximately 7,393,417 tons.

It was also evident that the budget being prepared to maintain the Retail Solid

Fuel Code Board, District No. 26, is hased on approximately 74 million tons of
coal at 2.6 cents per ton. If the above tonnages are correct, there is approxi-
mately 16,000,000 tons of coal coming into this territory via rail shipments and if
the dock reports, as testified by the expert, are correct, there is approximately
1,600,000 tons coming into Chicage via boat, of which, he stated, approximately
204,000 tons are sold at retail; however, from the evidence used by the Interstate
Commerce Commission, they estimate the tonnage coming into the Chicago terri-
tory as 33,000,600 tons annually for all purposes; therefore, there seeins to be
considerable discrepancy in the reports available thus far to determine as a basis of
the charge of 2.6 cents per ton or whether or not this charge is excessive for the
maintenance of the Retait Solid Fuel Code Authority of Digtrict No. 26.
. The question of loss of tonnage by the respective dealers during this entire
interrogation, seemed in their opinion to be caused through price cutting, however,
a8 shown in this brief there has been numerous other factors entering into the
causes as shown heretofore, also changing of purchases by receivers from one
company to another, has affected the tonnage loss of certain dealers.

It is estimated that approximately 60,000 plants in Cook County arc now using
:iotlhgxr' g?s or oil for fuel. This naturally considerably reduced the demand for

id fuels.

. Further evidence brought out at said code hearing relating to the unfair prac-
tices used in this district some of which, as stated by Norman Elmstrom of the
Elmstrom Coal Co., were as foliows:

Substitution of coals, frauaulent blending, reba.es, fixing engineers and janitors,
real estate companies collecting commissions, unressona%le extension of credit,
allowances, misleading radio advertising, companies taking care of boiler repairs,
tleaning furnaces, etc., double tickets and other methods.

The question of all rail and (rail and boat) rates to the Chicago territory were
brought out and made prrt of the record.
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If unbiased attorneys, not affiliated nor associated with any eoal organization
or dealers, etc., could be appointed by the Government for district no. 26, it
undoubtedly would tend toward unbiased and fair trials and rulings pertaining
to the retail solid fuel industry in said district.

The question of fixing minimum costs for handling retail solid fuel and adding
same to the cost f. 0. b. mines on said coal is nothing more nor less than the gues-
tion of fixing prices in the territory and is contrary to the statutes of the State
of Illinois, in accordance with paragraphs 5§98 to 605, inclusive, of chapter 38,
Chaill’s Revised Statutes of Illinois for 1933 and paragraphs 569 to 576, inclusive,
ofichapter 38, Smith-Hurd’s Revised Statutes of Illinois for 1933.

Copy of paragraph 598 of Cahill’s Revised Statutes is as follows:

‘“If any corporation organized under the laws of this or any other State or
country for transacting or conducing an;* kind of business in this State or any
partnership or individual or other association of persons whosoever shall create,
enter into, become a member of or a party to any pool, trust, agreement, combina-
tion, confederation, or understanding with any other corporations, partnership,
individual or any other persons or association of persons to regulate or fix the
price of any article or commodity or shall enter into, become a member of, or a
party to any pool, agreement, contract, combination of confederation to fix or
limit the amount or quality of any particle, commodity or merchandise to be
manufactured, mined, produced or sold in this State, such corporation, partner-
ship, or individual or other association of persons, shall be deemed and adjudged
guilty of conspiracy to defraud, and be subject to an indictment and punish.
ment as provided by this act.” '

Summarizing said report on distriet no. 26 code board hearing of the retail
solid fuel industry.

Balloting and setting up a code board of said district was fully controlled by
Chicago Coal Merchants Association.

Question as to authority of said code board to incorporate and delegate its
rights and powers is brought out in said brief.

Evidence brought out was not actual or conclusive proof of price cutting exist-
ing in said district.

Numerous factors attributed to the decline in tonnage of sales besides those
shown in Administrator Hugh S. Johnson’s reports to the President.

Thia renort, aleo brings ont the fact that coneiderable irrelevant evidence was
admitted by some and relevant evidence of others was prevented.

{Every question put to witness to bring out desired facts were of a leading
nature.

The L}q’uestion relating to blended coal was barred as irrelevant when brought
out by P. J. Alwart.

Factor of charge versus c¢. o. d. business, attorney stated was not a relevant
question.

The question of determining the tonnage sold at retail in said district as brought
out leaves considerable room for adjustment on which to base as<essment for the
maintenance of said code board.

In our opinion, unbiased attorneys should conduct the affairs of the district no.
26 retail solid fuel code board and in conclusion beg to state the unaffiliated
equipped coal merchants are not duly and properly represented on said code
board and have no direct voice in its affairs and have made nuinerous requests
for representation without results.

InpEPENDENT EquirpEp CoaL MsrcHANTS, INC,
By Geo. W. BoLLER, Secretary.

(Further documentary data submitted by Mr. Boller is on file with

the clerk of the committee.) . .
_ (The following letter was also submitted by Mr. Boller in connec-
tion with his testimony:}
Cricaco AssociATED Coal YarD OWNERS,
Chicago, 111, November 15, 1984,
Mr. STEPREN LAwsoN,
Ideal Fuel Co., Chicago. ‘

Dear MRr. Lawson: How woauld you like to have a iist of all the suits and
judgments each week against persons who have bought coal and failed to pay
for it? Without this list you may be the next coal man to get ‘‘stuck.”

Think of the new business you can get if you have a list of the new receivers
for buildings 'as soon as they are appointed.
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Do you want notices of all requests for bids on coal and coke?

Do you want ‘‘spot” credit information or special credit reports?

How would you like to have information regarding the activities of the code
authority, changes in prices, rulings, and other important information hours
ahead of your competitors?

Do you want a representative on the code authority watching your interests,
investigating complaints and giving you first-hand information right off the bat?
Semimonthly meetings and dinners.

Would you like to have always available the services of a trained executive
familiar with the coal business at your beck and call for quick information and
assistance?

Your membership in the Chicago Associated Coal Yard Owners Sives you all
this service for 33 cents a day or less. The initiation fee is only $10. Dues are
only 1 cent per ton per month, with a minimutn of $10, or 20 cars of coal.

May we have your application for membership by return mail? Sign the
enclosed blank and send check for $10.

Yours very truly,

CHicago AssoctATED CoAL YARD OWNERS,
(Signed) C. 8. Crark, Secretary.

TESTIMONY OF P. J. ALWART, CHICAGO, ILL., ALWART BROS.
COAL Co.

(Having first been duly sworn, testified as follows:)

Mr. ALwarT. Now, Senator, I wish to add a little to Mr. Boller’s
statement. I represent a company that has been in the coal business
for 65 years. I personally supervised that business for 30 years, and
during the war I was the director of conservation for the State of
Ilinois. I was also a member of the coal merchants association from
its inception until back in 1926 when they tied up with union labor
to control the prices in the city of Chicago and I quit. Since that
time it has been more or less of a racket. In 1928 I brought it to
the attention of the Department of Justice and they sent investigators
to Chicago, and' they found that they were conspiring in order to put
people out of business. In fact, they tried to put our company out
of business. It cost my company about $10,000 in 1 year. We paid
more wages than anybody else in Chicago because we would not go
along with that condition.

Senator Brack. You worked union men?

Mr. Avwart. Yes, sir; we worked union men, but we would not
cope with them.

Senator Brack. You would not do what?

Mr. ArwarT. We would not join the coal-merchants association.
We resigned and then they wanted to drive us back into that organi-
zation., Then later on they got into that famous TN'T case, which you
gentlemen may recall. You may remember that they organized that
organization to control price. Then they got up the code. This code
ié lg_, detriment to anyone who is trying to run an honest business in

cago. ’

Senator Brack., What features of it?

Mr. ALwart. For instance, these code prices set up a certain fixed
price at the mines for coal. Then they added the cost determination
which was revamped by the planning and research division here, and
instead of taking the prices as ﬁxeg by the planning and research
division, they simply changed it, baptized the coal from steam coal
and called it domestic and run that price up to $7.79 a ton, whereas
the minimum cost should have made it $6.64.
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Then, that business today is simply sold. You buy business in the
city of é‘hicago like you buy a suit of clothes. If you don’t go in with
that, you go out of business. We have four large yards and a million
dollars invested in it, and if I thought that this code would be any
good for the industry and put any money in the industry, I would not
be here talking to you today. I think it is one of the most damnable
things that ever was perpetrated.

Senator Buack. What are you against?

Mr. ALwarr. Price fixing.

Senator Brack. Are you for the other features?

Mr, ALwarT. Oh, yes. I was always a unionist. We never had
any trouble with labor. There is quite a lot of labor disputes now in
Chicago. This Coal Merchants’ Association was simply built on a
racket. The racketeers got in and harassed the independent dealer
and drove him into the Coal Merchants’ Association and got 240 mem-
bers, and they got people in by driving them in in order to control
this industry, ‘

Senator Brack. AsTunderstand it, you are for the provisions which
will fix minimum wages?

Mr. ALwarT, Yes, sir,

Senator Buack. And maximumn hours?

Mr. ALwerT. Yes, sir.

Senator Buack. What sbout section 7 (a); are you for that?

Mr. ArwarT, Section 7 (a) never bothered us in Chicago, because
we have our men all satisfied.

. Senator Brack. You are unionized anyhow?

Mr. ALwarT. We are all unionized and we never had any trouble
with that. The only troubles we have had are conspiracies between
assoclations and labor,

Senator BLack. What you.are opposing is the price fixing by law?

Mr. Auwart. Yes. It should be out, because if it is not it will
drive people out of the coal business. You cannot do business in
Chicago under this political set~up. In one of the districts where our
%ard 1s, 70 percent of the business is in the hands of the receivers.

hey will sell you 10,000 tons of business for 85 cents a ton. 1f you
want your money in 10 days you have got to put 2 percent more on.
You buy the very business you lost.
. ?Senator Brack. Is that method in a sense new since the codes went
in?

Mr. ALwart. I would say it is,

Senator BLack. We have been led to believe it existed before.

Mr. ALwarrt. That came before the codes went in. You had a
chance to meet that price. But you cannot meet this. If the build-
ing goes in the hands of a receiver for taxes, they have the fellows from
the tax office affiliated with the coal company. And they get all of
that business. It is beyond the possibility of doing business honestly
in Chicago. Before, you could at least sit down and meet it, but you
cannot meet this,

Senator BLack. Your chief objection is the law which permits
fixing of the prices?

Mr. ALwarT. That is right.

. Senator BLack. Does that code actually fix the price or does it show
it as some of the others do, fix a price below which you cannot sell?
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Mr. ALwarT. We have it in the brief here. I was down here in
Washington four or five times last year, and I knew what these cost
determinations were, and when they glot into Chicago, they baptized
the code and increased the prices. thought I knew what I was
talking about because I had my interpretation from Washington here
and if they did not get me on a case and bring me into the Feder.
court for violation of the code, and when they found out they had a
hot line on that and could not go through with it, then they automat-
ically dismissed it without notice to our attorneys.

Senator Buack. Do you mean that they charged you with a crim-
inal offense and dismissed it without notifying vou?

Mr. ALwART. Yes.

Senator BLack. What were you charged with?

Mr. ALwarT. Selling below the cost of determination.

Senator Brack. All right, gentlemen.

Mr. ALuwarT. May I file this letter that I wrote the code authority
in Chicago? I would like to put that in the record.

Senator BLack. How long 1s it?

Mr. ALwart. It is a little long, but it ought to be in to tell them
how to run the coal business honestly.

Senator Brack. Do you think they will run it that wa{?

Mr. Arwarr. If they run it that way it will be better all around.

Senator Brack. Very well.

Fepruary 19, 1935,
Maj. C. StzrrY Lonag, R
Asststant Depuly Administrator, National Recovery Administration,
400 North Michigan Avenue, Chicago, Iil.

Dear Sie: You have asked for a memorandum covering certain pointe which
I Jiocuseed s niviniug with you and Colonel Cowllug aud Mr. Smart. i con-
nection with the Retail %olid Fuel Code and the cost determinations made by the
divisional code authority.

Of course, rfou realize that a suit is pending in the Federal court against my
company, and I want my comments in this regard to be considered as in no waK
affecting that suit or prejudicing any position which I or my company may wis!
to take in connection with the suit.

I think the entire code authority should be reorganized, although this may not
be the most appropriate time to do it, and I think the entire cost determinations
should be eliminated. It is unnecessary for me to elaborate on this, as complete
briefs have been filed by other parties. However, I will make the following com-
ments with respect to the specific matters which we discussed:

1. DEFINITION OF BTEAM COAL

The term ‘‘steam coal"’ is not a new term in the industry. The following types
of coal have been known ag ‘““steam coals” in the industry for a period of over 30
years: (a) All mine run coal as shigped from the mine; (b) screenings; (¢) no. 5;
{d) no. ¢; (e) no. 3; (f) no. 2; (g) 3 by 1% nut; (k) 6 by 1% egg.

As stated above, all of the above classif.ications of coal have been known gen-
eraII{ in the industry as ‘‘steam coals”, irrespective of the State or district in
which they are mined, for the reason that they are prineipally used for the purpose
of generating steam in both large and small plants. No. 5 is known as “‘carbon”
and is used almost exclusively for steam generating purposes. Mine-run coal,
no. 2, 3 by 1% nut, and 8 by 1% egg, are aléo used quite generally, but to a lesser
extent, for domestic purposes, but are nevertheless classified in the trade as
{*steam coals.”

I believe the above classifications would be concurred in by practically every
experienced coal man who was asked to define steam coals.

owever, I wish to point out that any coal may be used for steam purposes,
and practically any coal may be used for domestic purposes. For that reason, no
matter what definition is used, there is apt to be misunderstanding of the term
when used to differentiate costs, but the foregoing definition reflects the general
usage of the term in the industry prior to the code and at this time.
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2. DIFFERENTIAL BETWEEN LOWEST REASONABLE COST DETERMINATIONS FOR
S8TEAM COAL AND DOMESTIC COAL

If costs are to be determined at all, there should undoubtedly be a differential
between steam coal and strictly domestic coals; that is, specially prepared or
sized high or low volatile coals, where a fair allowance must be made for degrada-
tion. If such a differential is made, a complete and specific definition of steam
and domestic coals must be adopted.

Applying the present differential to screened mine-run Pocahontas coal, for
instapce, which coal is used for both steam and domestic purposes, is absolutely
unwarranted, since there is no degradation and no basis for the differentiation.
As between f’ocahontaa mine run and Pocahontas screened mine-run coal, there
is absolutely no difference in cost of handling and delivery. The only difference
in cost arises between deliveries in lots of 10 tons and over and lots of less than 10
tons, in which latter case there is an increased cost. This increased cost has been
adequately taken into account in the cost determinations approved by the special
commitiee and approved by the National Industrial Recovery Board in its order
of November 7, the differentials being 20 cents per ton additional cost on deliv-
eries of 4- to 10-ton lots, and an extra service charge of 50 cents per load for
deliveries of less than 4-ton lots.

3. THB USE OF CODE AUTHORIZED MINE PRICES

Here, again, if cost determinations are to be made at all, in my opinion, deliv-
ered prices should be based on actual mine cost of coal (and oven cost in the case
of coke), plus freight and the determined reasonable minimum cost for handling,
ete., rather than on the fixed code authorized mine price (or cost determined by
the National Recovery Administration under the code in the case of coke), plus
the other items mentioned. It is true that this point raises the question of the
relation between the Retail Solid Fuel Code and the Bituminous Coal Code. It
seems obvious that the Retail Solid Fuel Code Authorities should not attempt
to be the policing agencies of the Bituminous Coal Code. So far as the retail solid
fuel industry is concerned, it should be interested only in actual costs, and not in
costs artificially and theoretically fixed by some other code or by the code
authorities.

This moatter is of catrcmc practical fmportanse, bocause of thc fact that regard
less of the Bituminous Coal Code, there is a wide difference in mine prices of coal
and oven prices of coke, and as long as these differences exist, the effect will
be either to compel the retail dealer to take an unwarranted proét by complying
with the Retail Solid Fuel Code, or give him an excuse for violating the code by
passing the benefit of these price differences on to the consumer or to some inter-
mediary who, by virtue of influence, political, or otherwise, is in a position to
control some coal business,

4, DIFFERENTIATION IN COST BASED ON VOLUME OF COAL BOUGHT BY PARTICULAR
PURCHABERS

I believe it would be very difficult to differentiate costa on this basis. While
there might be some small differences in sales and general overhead expense if a
dealer did volume business or small business exclusively, such differences would
properly apply to only a few dealers. I think the dividing line as to costs is be-
tween sales on which deliveries can be made in 10-ton lots and sales where
deliveries must be made in less than 10-ton lots. So far as actual cost is
concerned, it costs no more to make 10 deliveries to 10 different buyers in
10-ton lots than to make 1 delivery of 100 tons to a 100-ton buyer in 10-ton lots;
and as a matter of fact the cost may*be lower in making deliveries to separate
buyers, because in the single large delivery congestion is often encountered and
bin capacity is often limited, necessitating the repiling of the coal. In order to
make myself clear on this point, I am not arguing that a very large buyer should
not be entitled to a better price than a 10-ton buyer, because a dealer is willing
to operate on a smaller margin of profit on volume business than on small sales
in 10-ton lots, but this is & question of profit and not of cost to the dealer of coal
sold to large buyers and of coal gold to buyers in 10-ton deliveries.

Truating[ that this may be of some assistance to you in working out your
probleu{’s, am

oura very truly,
Pauwn J. ALwarr.
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TESTIMONY OF FRED PERKINS, YORK, PA.,, INDEPENDENT BAT-
TERY MANUFACTURER

(The witness was first duly sworn and testified as follows:)

Senator Brack. I see that you sent a telegram asking to appear
before the committee. Will you make a statement?

Mr. Perkins. It had been arranged that I come here to tell my
experiences; the persecution that I suffered.

Senator BLack. Who arranged it?

. Mr. Perkins. Colonel Curlee. And he gave me to understand he
had made definite arrangements, in a tentative way, that I would be
here, and I found that it was postponed, thet there would not be any
witnesses called after Thursday, and I sent that telegram.

I am not prepared to discuss the philosophy of the occasion unless
you wish me to.

Senator BLack. What is it that you want to discuss?

Mr. Perkins. If you wish me to, I will, but I mean I had not
planned in advance to do anything of that kind.

Senator Brack. I do not know whether you are prepared to give a
philosophical dissertation or not. What is it you want?

Mr. Perkins. Officially I represent only myself, but uuofficially I
represent & great many small manufacturers.
hSer!?ator Brack. Have you any authority from them to represent
them?

Mr. PerkiNs. Not officially.

Senator BLack. Have any of them told you that they wanted to be
represented, in writing?

Mr. Perxins, Well, yes.

Senator BLack. How many?

Mr. PErgins. In writing, you say?

Senator Buack. Yes. I am just trying to find out. You stated
that you represent some manufacturers, and I am trying to find out
who they are.

Mr. Perkins. I have had letters from all over America. The
prosecution I went through was looked upon as an outstanding case.

Senator BLack. You are the gentleman that had your picture in
the Times?

Mr, Perxins. I am the guy; yes. I was looked upon as the out-
standing case of prosecution.

Senator BLack. You were convicted?

Mr. PerkiNs. As ex-Senator Reed says, it represents ‘

Senator BLack (interrupting). As I recall it, you were convicted
and an appeal is g?nding now.

Mr. Perxins. The appeal is pending now.

Senator BLack. Who represents you?

Mr, PerkinNs. John W. Davis, Newton D. Baker, James Reed,
David Reed, and Harold B. Bagner.

Senator Brack. Is that all? (Laughter.] L.

Mr. Perkins. No, sir. There is my own private attorney. in
York, who was formally the Democratic leader up there.

Senator Buack. Which one did you employ? .

Mr. Perking. I did not employ any of them. They all gave their
services free. .

Senator Buack. You wanted to make a statement about it.
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Mr. Perking. Well, it was designed that I should come here and
tell my experiences. That is what Colonel Curlee had arranged for.
He wanted me to come.

Senator BLack. I believe Colonel Curlee is the man that came and
testified agsinst the code.

Mr. Perkins. I think he has, but 1 do not know that officially.
Originally, it originated in St. Louis, and it was handed over to
Celonel Curlee, and he told me it was arranged with Senator Mec-
Carran and Senator Nye to have me come here and tell my exper-
iences. .

Senator BLaock. Do you know who originated it in St. Louis?

Mr. PerkiNs. No; it was in Illinois. I beg your pardon.

Senator BLACK. What place in Illinois?

Mr. Perkins. DeMoulen, I think was the man, & manufacturer
of uniforms, and I cannot remember the name of the town. Is there
a DeMoulen?

Senator BrLack. Do you mean the name of a person or a town?

Mr. Perkins. The name of the person or a firm. He was the one
that suggested it originally, and he took it up with Colonel Curlee,
and then Mr. Merriwether got into the game, and he wanted to ses it
come to pass, and then my attorneys all favored it.

. Se;lator Brack. All of your attorneys favored your coming down
ere

Mr. PErkinNg., They all favored it. Ithad all been looked ahesad to.
Mark Sullivan was lgarticularly anxious that I tell my experiences.

Sensator BLack. Has he been to see you?

gflr. Pnnrxfms. Hgfs he been to see me?

WOLOWVVL LSuAUR. 2 VO,

Mr. Perking. He has not been to see me, I have been to see him.
T have been to see him several times. There were a great many people
interested outside of the coal manufacturers. The manufacturers in
a general way were looking to me to represent their forces. They
were writing to me and telling me their troubles from all over the
country. It was the outstanding case, without any effort and with-
out any desire on my own part, I was looked to as the champion of the
small business man on account of this prosecution.

Senator Brack. And Mr. John W. Davis, is he representing any
small business men or associations that you know of?

Mr. PErking. Not that I know of, but he was interested in this
case, like all of these others. They said it was the most wonderful
case because of the circumstances surrounding it.

Senator BLack. Did you talk to Mr. Davis?

Mr. Perkins, Several times. .

Sensator Brack. Did he come down to see you in Pennsylvania or
di(ifou go to see him in New York?

. Mr. Perkins, He did not come to Pennsylvania. I met him
several times. We corgpsponded s great deal.

Senator BLack, Where did you see him?

: Mr. Perkins. We had our pictures taken together, for one thing.

Senator Buack, Where was that? .

Mr. PerkINg. You saw it, probably.

S;n?utor Brack. Where was it taken? Where was the picture
made ‘

Mr, Prreina, They were.taken in New York in 15 Broad Street.
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"Senator Brack. Fifteen Broad Street.

Mr. Perkins. Mr. David Reed and Mr. Davis and myself. That
was only one occasion. You asked me when.

Senator Brack. Mr. Morgan was not there, was he?

Mr. Perkins. Noj; he was not there.

Senator Brack. You wanted to make a statement as I understand
it about your trial, I am asking you because, frankly, I do not exactly
know what it iy you want to testify about.

Mr. PerkiNg. I know. They wanted me to tell my experiences
and what led up to them.

Senator Buack. Which one suggested that you tell it? Did they
tell you what they wanted you to discuss?

r. PErkINs. I think they all wanted it. It was a matter of
correspondence largely. I told you where it was originated, and then
asit went on, they all desired it.

Senator KeyEs. Why don’t you tell us what you want to tell us

and not what somebody else wants?
. Mr. Perkins. I will tell you what I wanted to tell. I was prose-
cuted. I don’t know why I was singled out, but I do know this, that
the York Local Compliance Board recommended me for exsmption
and it was refused, and the secretary of the code authority told me
himself that it was one of my large competitors that made the com-
plaint, and he asked———

Senator Brack. Did he say what competitor?

Mr. Perking. He did not say. He would not say.

Senator Brack. Have you ever heard?

Mr. Perkins. No, sir.

Senator La Forverre, Nid yon malka apnlication for an avamntion
under the code?

. I;gr. EERKINS. I did, with their assistance. To the code authority
in York. :
Senator Braok. With whose assistance? :
boarM(ri Perkins. Not the code authority. With the compliance

Senator BLack. You mean you made application with the assistanoe
of the compliance board?

Mr. Perkins. No, sir; I sent it to Washington. L

Senator BLack. You said that you made the application with
their assistance?

Mr. Perkins. With their assistance. They helped me prepare it.

-Senator Brack. Who did?

Mr. Pereine. The local compliance board in York,

Senator BLack. So that is the way the matter originated? You
asked for an exemption?

Mr. Perking. Yes; I asked for exemption,

Senator BLack. That was on wages, was it not?

Mr. Pxrxins. Yes, air.

Senator BLack, You claim that you could'not pay the minimum
wage. What was the minimum wage?

Mr. Perxins. Forty cents an hour.

Senator BLack. What were you paying? .
tllMr. Perkins. I was paying an average of 24.4 taken right through

® year,
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Senator Brack. And you asked for an exemption because you said
that you could not pay 40 cents an hour and do your work?

Mr. PerkiNs, I was paying an average equal to what all indus-
tries outside of New York City, near mine, was %aying.

Senator Brack. Did you co.ne down before the board to present
your case?

. Mr. Perxins. No, sir; I sent it through the mail. They received
1tk

Senator Brack. They asked you to come down?

Mr. PerkINs. No, sir; I did not do that. I did not know that they
had received it until I arrived in New York to meet the secretary of
the code authority, and he told me he had it right there; that they
had received it and they had refused it.

Senator BLack. They declined to let you pay a smaller wage rate
than the other people in your particular line of business?

Mr. Perxkins. Yes, sir. Even although that it had been adver-
tised in the papers frequently that exemptions would be offered, but
they declined 1t. It meant nothing to him. Just they declined it.

Senator BLack. They brought you into court then for paying
wages below 40 cents an hour?

Mr. PErkIns. Yes,

Senator Brack. Did you testify before the jury?

Mr. Perkins. I was not allowed to testify.

Senator Brack. In court?

Mr. Pergins. I would have been allowed to, but my attorneys
thought it best not to.

Senator La FoLLerre. Why did they come to that decision?

Mr. Perkins. You will have to ask them.

Senator LA FoLLETTE.. Who were they?

Mr. Pergins. Mr. Beitler of Philadelphia.

Senator LA FoLLETTE. Mr, Beitler?

Mr. Perkins. Harold B. Beitler. He is the president of the
Pennsylvania Bar Association.

Senator BLack. What firm is he in?

Mr. Perking. Beitler and Byrne.

hSe;nator La ForreTTE. Senator Reed was not representing you,
then

Mr. Perkins. No; not until after his term as senator expired on
the third of January. Then he came in.

Senator LA FoLLerTE. He was representing you when he came
down there?

Mr, Perkins. He was interested very much at the time and was
in correspondence with me, and before his time expired he offered to
join the forces as soon as it was up.

Senator Lia FoLLerTE. He helped to arrange to have this picture
made, did he not?

Mr. Perxins. I would not say he helped to arrange. They asked
me, they called me up one day. It was a surprise to me. I had not
heard a thing about it and did not hear anything about it, but the
March of Time called uﬁ and said for the opening number they would
like to make a story of the Perkins case, and as it developed, they took.
in dttorneys and showed all of the attorneys; and that answers that.

Sﬁnau‘;r Brack. You were paying some of your employees 16 cents
an hour
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Mr. Perkins. He worked eight and a half days as an apprentice
boy, at 16 cents an hour, and they were very glad to get his testimony.
Alongside of him was a man 67 years old, old enough to retire, that
I was paying 27 cents an hour. That was too high; they did not want
his testimony and did not bring him in. He was with me 3 years.

Senator BLack. Some of them you were paying 25 cents and hour
and 22 cents an hour. . .

Mr. Perkins. I will read you the affidavit from one man that will
interest you. . ) ) .

Senator BLack. I am not interested in affidavits. Were you paying
that?

Mr. PergINs. Sometimes they made 60 cents an hour. It was piece-
work mostly, and 20 cents an hour on time and piecework brought
it up.

Senator BLack. What did the evidence on your trial show that
you were paying? ) '

Mr. Perkins. They said 20 cents an hour. .

Senator BLack. You were sitting there and heard it?

Mr. PerkINs. Yes. )

Senator Buack. Were they telling the truth? . .

Mr. Perkins. They were telling the truth on the time, yes, sir;
but they did not tell that they were receiving it on piecework. They
were led to believe if I was fined, they would get the play-back on their
wages, and that my fine would come to them in back wages, and they
only testified and my attorneys did not bring it out. I have been very
much provoked about it. . )

Senator BLack. Do you mean that they did not testify to the truth?

Mr. Perxins. They did testify to the truth. But they worked
most of the time on piecework. Will you let me read this one
affidavit? Lo

Senator Brack. I have no objection,

Mr. Perkins (reading):

YoRxk, Pa., December 12, 1984.

John L. Goodling, of York, Pa., deposes and says:

I have worked for the Perkins Batiery Co. for approximately 2 years. I will
be 19 years old on the 25th of this month. In the case against Frederick C.
Perkins in the Federal court at Harrisburg I testified that my normal rate of pay
when working by the hour has been 20 cents.

Since the Battery Code went into effect on October 16, 1933, the records show
that I have worked up until December 1 of this year a total of 1,479} hours, have
earned a total of $465.02 and that the average earnings per hour (combining both
time and piecework) has been about 31% cents. Because of my age and lack
of aktri?de I do not know where I could abtain a job if I was to be thrown out of
Wwor. ere.

I am partly the support of my parents and four children younger than myself.
We are fairly close neighbors of Mr. Perkins in West York, and both he and Mrs.
Perkins have taken a very human interest in our family. Most certainly I would
not make a coiaplaint against him to N. R. A.

JouN L. GoopLING. [SEAL.]

Subscribed, and sworn to before me this the 12th day of December 1934, C. M.
Stauffer, notary public.

I have four others just like it.

Senator BLrack. Did you have a man working for you named Levi
Jenkens?

Mr, Perkins. Yes, sir.

Senator Brack. Did he testify?

Mr. Pergins. He testified.

Sénator Brack. What did he testify he was making?
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Mr. Perkins. He was making 20 cents an hour.

. Senator Brack. And he was raised by you to 22 cents?

Mr, Perkins. Twenty-two; yes.

Senator Buacx. That was 18 cents under the minimum wage?

Mr. Perkins. That was 18 cents under the minimum wage.

Senator BLack. Were you selling soap?

Mr. Perkins. I am glad you spoke of that. I did not sell him
sopél I fot soap powder for those boys. They got up there and
said I sold them soap (ﬁowder that I had to give to them. I furnished
tﬂ;&m soap that they did not want to use. They did not want to use
this soap.

Se;mmr Brack. Did you know that they did not want to use the
808D

Mr. Pergins. They did not want to use the soap that was fur-
nished them free. 1 offered and got this hand cleaner and let them
have it at cost. o

Senator Brack. Did this man testiff that you made him buy soap?
i tl\lrtux" Perkins. I don’t know, but I know his testimony was be-

tthing.

Senator BLack. Did you deny it?

Mr. Perkins. I did not go on the stand. I would like to have
gone on the stand.

Senstor Brack. Your lawyers would not have let you?

M(i' Perkins. I would have liked very much to have gone on the
stand,

Senator BLack. Did you have a man working for you named
Schemci?? .

Mr. Perkins. Yes, sir. .

Senator Buaox, Was he making 20 cents an hour?

Mr. Perkins. He was making 20 cents an hour,

S}fnntf{)r Brack. A man named Kellerman, was he making 20 cents
an hour : .

Mr. Perzins. I don’t know whether that was on piecework at that
time. That work was on piecework that he was doing.

Senator BLack. A man named Gibbs?

Mr. Pergins. He worked eight and a half days at 16% cents an
hour. And & man along side of him that was 67 years old that had
been with me 3 years, and they did not want his testimony.

Senator BLack. You are in the battery business?

Mr. Perkins. Yes. Not automobile batteries; I don’t make auto-
mobile batteries at all.

Senator Buack. You are still in business?

Mr. Perkine, Yes, sir. My compeiiters say I am not, but I say
that I am. .

Senator BLack. Are you still manufacturing batteries?

Mr. Perkine. Just exactly the same.

Senator Braok. What are you paying your employees pow?

Mr. PerkinNs. Most of them are earning about $15 a week.

Senator Buack. How much per Lour?

Mr. Perxing. It is mostly piecework now. There is very little
time work any more. It is mostly piecework—$15 to $20 a week,

Senator BLack. What is the minimum wage per week in piecework?

Mr. Pergins. We had one man that was getting 20 cents. That
was the minimum ; 22 and 27 and 30, and I would say the rest of them
were on piecework.
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Senator Brack. Did somebody advise you not to make a bond in
this case and go to jail? Or did you appeal the case? '
Mr. PErkiINs. No one ever advised me not to put up s bond; no.

Senator Brack. Did you make a bond? ‘

Mr. Perkins. Sure.

Senator Buack, You made a bond immediately?

Mr. Perkins. Yes, sir; they took me to the hotel that night.

Senator Buack. The papers as I recall it-—-I think the papers stated
that you could not make a bond. That was not correct?

Mr. Perkins. I could not make it; no.

Senator BLack. You could not make a bond?

Mr. Perkins. No.

Senator BLack. When did you make it?

Mr. Perkins. I did not make it myself. Others put it up.

Senator BLack. How long until it was mado?

Mr. Perkins. T'wenty-four hours.

Senator BLack. Your business was worth how much at that time?

Mr. PerkiNs. My business worth? What do you mean? The
inventory value or what I had?

Senator Brack. Yes.

Mr. Perkins. Five thousand dollars would cover it.

Senator BLack. Dun & Bradstreet rated you about $15,000?

Mr. Perkins. They rate me at $3,000 to $5,000 and no more.

Senator Brack. That is credit?

Mr. Perkins. $3,000 to $5,000, is my total rating in Bradstreet.

Senator Brack, ’i’hey rated you on your report, did they not as
being worth $14,0007

Mr. Pergins. No, sir; they rated me as $3,000 to $5,000.

Senator BLack. How much was the bond?

Mr. Perxins, I have sent the letter, the original letter, to Judge
Watson the next day. :

Senator Brack, How much was the bond?

Mr. Perkivs, It was $2,000.

Senator Brack. And you could not make a $2,000 bond?

Mr. Perxins, I could not make a $2,000 bond; no. I don’t
know that I was—I doubt if I could. I did not even fry. Others
came in and did it.

Senator BLack. Why did you not try?

Mr. PErkiNs. I was in the custody of the sheriff at that time.

Senator Brack. Did you have a bond before you were convicted?

Mr. Perkins. No, sir, ‘

Senator Brack. You did not have any bond before that? When
they arrested you, were you indicted? .

Mr. Perkins. Possibly I am discussing one thing and you are—
I wonder if you could get me a drink of water?

Senator Brack. Certainly, we will have a galss of water brought to
you. What I was interested in was that I understood you to say
that you could not make a $2,000 bond.

Mr. Perkins. I did not even try because others offered to do it.
There (;vere a great many interested. The whole country was in-
terested.

Senator Brack. You did not have any difliculty in making s
$2,000 bond, did you?

110782—85—PT 6—— 4
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Mr. PerkiNs. Why should Idoit? Idon’t think I could have done
it. I did not even try.

Senator BLack. How long have you lived in that town?

Mr. Perkins. Ten years.

Senator BLack. You had never been charged with anything before,
a8 I recall it, had you?

Mr. Pereins. 1 was under $5,000 bond at the time I was taken to
jailfor 18 days. I thought possibly there was a confusion there when

oudare speaking of this bond. I was in jail for 18 days of a $5,000

ond.

Senator BLack. Who finally made the bond?

Mr. Perkins. Local residents of York.

Senator BLack. How long had you known them?

Mr. Perkins. I had never seen them before. I had seen him
possibly on the street; I know I had seen him.

Senator BLack. How did you arrange about your bond?

Mr. Perkins. He came down at 9 o’clock at night and brought in
his deeds on a $2,500 building and put it up and got me out that night.

Senator BLack. You had talked to your lawyers? You had dis-
cussed the fact that if you stayed in jail for a long time you would get
a lot of publicity?

Mr. Perkins. I do not think that was discussed. I don’t want that
to appear that way either.

Senator BLack. You did not discuss it with your lawyers at ali?

Mr. Perkins. No, sir,

Senator BLack. Do you mean that for 18 days you were trying to
make a $5,000 bond in a town you had lived in for 10 years and could
not make 1t?

Mr. PerkiNs. My wife was calling up everyone, and my superin-
tendent the last 2 days was doing nothing but going around to get
business men to see if they would put it up.

Senator BLack. What about the first 16 days?

Mr. Perxins. The first 16 days were just the same in a sense,
waiting for someone to iut up the bond.

Senator BLack. You had already made a bond when Senator Reed
came down on his campaign tour, had you not?

Mr. Pergins. He came down in his campaign to York. He came
down early in November.

Senator Buack. Was this before or after——

Mr. PerxiNs (interposing). I got out of jail the 14th of July.

Senator BLack. You had dinner with Senator Reed at the hotel
before he spoke? '

Mr. Perkins. I never met him before he spoke.

Senator BLack. You were not at the hotel with him at dinner?

Mr. PerkiNs. I was not at the hotel with him; no, sir.

Senator BLack. You went up to the meetinf?

. Mr. Perkins. I went up to the meeting and he asked to meet me,
and he brought me up there and I shook hands with him. That was
the first time I ever met him.

Senator BLack. That was while he was speaking?

Mr. Perkins. Just before the meeting opened.

Senator BLack. You know, do you not, that other small battery
people are paying the 40-cent wage? .

r. PerkiNs. There are no other small people making a lighting-
plant battery only. They are making automobile batteries. The
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small battery manufacturers have published a statement in the Wall
Street Journal that I answered. He may testify.

Senator BLack. Who was that?

Mr. PerkiNs. A man from Dayton.

Senator Back. Was he pa%'ing 40 cents an hour?

Mr. Perkins. I averaged five men more than he. He had 14 in
the summer and 15 in the winter, and I had 14 in the summer and
20 in the winter. He also testified that his gross sales were $120,000
and mine were $23,000. That is the difference.

Senator Brack. It did not take as many men to produce——

Mr. Perkins (inte?osing). It took high-production machinery
which I had nothinf)o .

Senator Brack. Did you pay the minimum wage when the code
was fixed?

g Lﬁ? PerkiNs. Did I pay the minimum wage when the code was
xe

Sensator BLack, Yes.

. Mr. Perkins. I did, when I told the compliance board that I could
not meet it.

Senator BLack. What wages were you paying before the code went
into effect?

Mr. Perkins. For the few months before the code went in, I raised
the wages of the men about 5 cents an hour. It averaged about 5
cents an hour.

Senator BLack. Where did you live before you went to York?

Mr. Perxins. I lived in Hanover.

Senator BLack. Were you in business there?

Mr. Perkins. Yes, sir; I was in business there. Not in business
for myself. I was with Mr. H. N. Gitt.

Sénator Brack. Wers you and Mr. Gitt partners?

Mr. Perkins. He offered to make me a partner, to make me his
general sales manager at $100 a week salary, but I would not accept
it. I stayed with ium about & %’ear accepting from him just what
it took me to live and no more. I went to York and started out with
nothing.

Senator BLack. What happened to his business?

Mr. Perkins. He eventually lost a great deal of money in it and
gave it up.

Senator Brack. He gave it up before you left?

Mr. Perkins. Before I left Hanover?

Senator Brack. Yes.

Mr. Perkins. I stayed there possibly 3 months after he gave it
up, that I stayed in Hanover, I really started in the battery business
in Hanover and moved to York. I was mistaken in the details.

Senator Brack. And this business had just failed in Hanover when
you moved down to York? i

Mr. Perkins, The business itself had not failed, but Gitt had
transferred his ownership to other parties. The business itself never
went through a receivership, if that is what you mean. It was the
Jento Light Co. I had had charge of their Pacific coast business for
4 years before he brought me east and offered me an interest in its
business.

Senator BLack. What wages was he paying in Hanover and what
hours was he working?
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Mr. Perxins. His men, or me?

Senator Brack, His men.

Mr. Perkins. I think probably they were——

Senator BLack (interposing). They were not organized? They
did not have any union?

- Mr. Peekins. No; there was no union in our business.

Senator Brack. And was he not working 10 hours a day or more
in that plant, the men that worked? "

Mr. Perkins. I don’t think they were working over 9, possibly
not over. I had nothing to do with the factory end of it.

Senator BLack. What wages was he paying up there?

Mr. Perxins. All wages in York County wers low,

Senator Buack. What were they?

Mr. Perxins. I would not attempt to say. Possibly 15 or 20
ﬁents an hour, and the mechanics went up to probably 50 cents an
our. :
Senator BLack. Were not some of them under 15 cents an hour?

Mr. Perkins. T cannot tell you. I had nothing to do with the
factory end. I was entirely in the sales end of the business. ‘

Senator Lia FoLLETTE. You said, if I understood you, that you
raised your wages some short period before the code went into effect,
by 5 cents an hour. What were they prior to that increase? .

Mr. Perkins. Well, possibly you thought they were all the same;
all on a level. There were very few the same. They were all alo;
the line, we say from 16 cents up to 25 cents, I will say. That woul
about cover it.

Senator LA FoLLETTE. Prior to this 5-cent raise, what were the
making on the average per week? .

Mr. Perking. On the average per week? ‘

Senator LA FoLLETTE. Yes,

Mr. Perkins. Well, we will say working 9 hours a day, 49 hours a
week, and an avera%e of 24.4 cents or approximately 25 cents an hour
will tell you that. That is what we paid on an average; approximately
25 cents an hour.

Senator La FoLLETTE. Do you mean prior to this?

Mr. Perkins. -After that.

Senator LA FoLLETTE. What was it before?

Mr. Perkins. About 5 cents an hour less, before that.

Senator LA FoLLETTE. Was that the lowest that wages had been
during the depression, in your plant?

Mr. Perkins. That was about the wage for York County at that
time. You could hire the very best carpenters at 25 cents an hour,
and you can today, for 35 cents an hour. .

Senator LA FoLLETTE. You did not answer my question, I asked
you whether the wages which existed prior to this advance that you
spoke of was the lowest paid in your factory during the depression?

Mr. Perkins. Idon’t quite get that. It was thelowest paid during
the depression?

Senator La FoLLETTE. Yes.

Mr. Perkins, I would not say that; I don’t know. I do know
this: The lowest that I paid at any time, is that the point?

Senator La FoLLETrE, That is the point. .

Mr. Perxins, I remember one case, it comes to my mind, a man
that I had met—my business entirely with ferms—I had met him at
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8 place where I had sold a set of farm lighting batteries, and one day
I met him on the street. He had been in York for 2 years and was on
relief and just begged me for a job, and it was in the middle of the
summer and it was the dullest year we had. It was 1931, I think,
and it was very dull, We had practically nothing, only 2 or 3 men
working there and he just l::iﬁged me for a job and I did not have a
thing. “He finally said, “I will do anything at all if you will just iive
me a chance to show wheat I can do”’, and more to try him out than
anything else, I said, ‘‘Can you work for 10 cents an hour?” And
he said, “Yes.” And I said, ‘“There is a man with some pluck that
I think perhaps there is something in him.” And I put him on some
awfully hard work, and he stuck it out and right away I raised his
wages when I saw what he would do.
nator Buack. What did you raise him to?

Mr. Perxins. Fifteen cents.

Senator Brack. How many hours a day?

Mr. PERKIns, Tl;&y were working 9 hours at that time.

Senator Keyes. Mr. Chairman, I understood you to say you had
4 or 5 more witnesses this afternoon. I don’t know just what it is we
are trying to get out of this witness,

b Sezfm.tor Brack. He asked to testify. That is what he came down
ere for.

Mr. Perkins. I would like to read the last page of what I have
here if I could. You asked me to prepare a statement. My friends
and supporters had wanted me to have a statement of what experience
I have been through before I got into the battery business. This
L);rtictﬂar statement covers most of it. I was in mining in my early

ife. The last page refers to my experience in York. Would you like
to have me read that?

Senator BLack. Anything that you would like to put in.

Mr. Pergins. I would like to have the whole thing put in.

Senator BLAcK. A statement that you have prepared?

Mr. Perkins. Yes; it is a statement that I prepared. It has
mostly to do with my relations to labor in my early life.

Senator Brack. You prepared it yourself?

Mr. Perkins. [ grepare it myself; yes, and I also had it acknowl-
edged when I found you wanted me to have a prepared statement.

nator BLack. Do you want to put it into the record or do you
want to read it?

Mr. Perkins, I would like to read a part of it. If you won’t hear
it all, T will read it all or a part.

Senator Brack. I am willing to limit it to what you want to read,
unless some of the members of the committee want to hear it read?

Senator Kevgs. I think it would be all right to put it in the record.

Mr. Perkins, I refer to my experience with mining companies
where I had been mining superintendent. [Reading:]

Many years were to pass before I again was to experience the employment of
men; this time in my own factory, manufacturing storage batteries for farmers.
This time I was on my own and rather a small ‘‘own’’ at that. I was to discover
that the same grinciples alppljed to running a batiery factory as in running mining
camps. In other words I still had the same love for enthusing men. ntil the
Battery Code came into effect, I was paying ebout the standard wage that other
industries in York County paid. I was not getting rich but I was steadily build-
ing up trade and continually enlarging my plant.

Always it was in my heart to try to do better by every man who stuck by me,
1 had a very distinctfve feeling tg.at wages were not the only thing that would
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bring out the best in & man. I could not immediately offer any great induce-
ments in the form of wages, but I could at least take an interest in the lives of the
men; visit their homes and satisfy myself that families of my men were not in
distress. One young fellow took a notion to accompany some other boys on an
excursion aboard a freight train one day, without taking the trouble to ask off.
I did not learn the true facts until he called me “long distance collect”, from &
foint 150 miles away, to beg me to Eet him out of jail.” T arranged for his release.

began to notice it was always the boss they came to when they got into trouble.

Onegolder man got into an auto wreck, was charged with assault, and battery,
and of course it was the boss who bailed him out. When any of them wanted to
make a payment on a car or something similar, it was always the boss to whom
they came for an advance on future wages, and almost invariably they got it. I
doubt if there is & man who worked for me for any length of time who could not
recall a food many occasions where I had helped him out—consisting often of pay-
ing small bills for him without deducting from his wages. Until rather recently,
I employed a colored boy who started with me at 18 years of age and worked quite
steadily for me for 5 whole years. This boy was the oldest of eight or nine
children, and the mother was on a widow’s pension. Many times have I been
into this boy’s home to see for myself how things really were going. My children’s
playthings, after the newness had worn off, usually went to their home.

I seemed to feel a moral obligation that the family corAitions of any man who
worked for me were to be made as good as I could help make them. I could
never quite lose the thought that I had no right to expect a man to take a greater.
interest in me than I took in him; and in a selfish way, I wanted the best service
that every man could give me. This colored boy really became quite popular
among the white men because of the interest he took in his work. )

If T had really made anything more for myself than a living, I would have,
ferhaps. felt a little differently towa:d the National Recovery Administration.

went 10 years without a new suit, and duri.g this time my wife made all her
own clothes. It was a new experience to have to buy second-hand furniture,
but it was the best I could do. Even our family car was an old Buick which
cost the munificent sum of $165 and which I overhauled myself.

When I divorced my first wife I had given her everything I had in the world in
lieu of paying alimony,

Senator BLack. When was that? .
Mr. Perkins. I divorced her and gave her everything I had in
the world and started out without anything. [Continues reading:]

It was an option that the judge offered me. When I left Mr. H. N. Gitt (at
Hanover, Pa.) to go into business for myself at York, 20 miles away, [ had
accumulated nothing. As Mr. Gitt would testify, I remained with him in
Hanover a whole year, after he had brought me back from: the West, at a salary
merely large enough to support my family, instead of accepting the $100 a week
that he repeatedly tried to thrust upon me. I had opened a Pacific coast distrib-
uting branch for him for farm lighting plants in S8pokane just before the panio
of 1920 hit the country. I had chosen commission rather than salary, and when
the crash came I told him I would stick it out.

Senator BLack. How long is that statement?
Mr. Perkins. Just half a page more.
Senator BLack. Very well.

Mr. PErkiNs (continues reading):

At that time I gave up my room in a boarding house, rigged up s bedroom in
one corner of the basement of our store, and went there to live until I married
my present wife, and then moved to her small cottage in Spokane. I stuck
out that depression for 3 years, and then Mr. Gitt decided to bring me East and
give me an outri§ht interest in his business in addition to making me his general
sales manager. Jt wasonly after arriving in Hanover that I felt I could not quite
conscientiously accept the new sales policics outlined by him and, therefore, I
declined his kind offer. As related above, I remained with him for another year
before moving to York and hitting out for myself—-in an old Ford sedan in which
I made my bed on the road each night during my first summer and fall in the new
business. [ want to say in passing that I still hold an intense admiration for
Mr. Gitt. Men can disagrec in their policies and. still be. great friends.

I feel that in arresting me and throwing me into jail that the National Recovery
Administration did me a great injustice, and consequently I am determined never
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to bow down to them. I expect that during the past few months I have been
called & ‘‘fool” oftener than any other man in the State of Pennsylvania. A
question very commonly asked me is, ‘‘ Why don’t you make & million dollars out
of the advertising you have received?” I reply by saying, ‘I am just not built
that way.” Idon’t want to capitalize on this kind of advertising. I have turned
down chances. After I see that I huve finally 'icked National Recovery Adminis-
hr]atit?; eI am going to try to build up my battery business. The present is not

e .

. Senator Brack. You say that you turned down a chance, as I
understood, to make a million dollars?

Mr. Pergins. I did not say literally that they offered me a million
dollars, but I have had many people suggest to me that they would
like to capitalize on the advertising, and organize a company using
the Perkins name for batteries. We never made automobile batteries.
I have always made farm lighting batteries.

Senator BLack. May I ask you just one other question? How
much of a fee did you pay to Mr. Beitler for defending you?

Mr. PERKINs, aid him not one red cent.

Senator Brack. tho paid him?

Mr. PerkiNs. No one. He gave it free.

Senator BLack. Mr. Beitler from Philadelphia?

Mr. PergINs. Absolutely free.

Senator Brack. Did he volunteer his services?

Mr. Perkins. He volunteered his services; yes, sir.

Senator BLack. And you are sure nobody paid him?

Mr. Perxins. He told me that he had not received one cent, and
he told Judge Watson right before me that he had not.

Senator Brack. And he came down without anybody paying him
a fee and without anybody paying him his expenses?

Mr. Perkins. He apsolutely did, at his own expense. He did tell
me this one day—he said: ‘If I were to make any charge at all to
you, I would charge you $500 a day for every day in court. That is
my regular charge when I go into court.” He is president of the
Pennsylvania Bar Association.

Senator Brack. I want to be sure of that. Did I understand you
to testify—I want to be sure of this under oath—-that you stayed in
jail 18 days because you were unable to make a bond?

Mr. Perxins. That is absolutely the truth.

Senator Brack. You testified that you could not make a bond?

Mr. Perkins. I say I could not make a bond, positively, in any
wsg'e before.

nator BLack. And do I understand you also that you deny that
you had reported to Dun & Bradstreet that you had net assets of
$17,500 or more?

Mr. Perkins. I deny that I reported to them net assets of $17,500
or more.

Senator Brack. What did you report?

Mr. PerkiNs. They rated me at from $3,000 to $5,000.

Senator BrLack. W{mt did you report that you were worth?

Mr. PergiNs. I never made any to Bradstreet & Dun. They
never had any report from me.

Senator Brack. Did Mr. Beitler suggest that he would help make
your bond?

Mr. PerxiNs. Who?

Senator Brack. Your lawyer from Philadelphia.

Mr. PerxiNs. That he would make my bond?
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Senator Brack. Yes.

Mr. Prrxins. 1 cannot tell you for sure, but I do know this—as I
recall, it is that Mr. Haynes who put up my bond to get me out of
jail told me that he thought—he said, ‘I am perfectly willing to do
it, but I think others should take an interest in it’’; and he said, “‘If
I don’t do it, it will throw the responsibility on some others to do it.”

Senator BLack. Was that right after you were convicted?

Mr. Perxins. No; it was just before the trial or during the trial,
It was during the trial that he made that remark.

Senator Brack. Amd Mr. Beitler did not suggest anything to you
at all about whether he would make your bond or not?

Mr. Pergins. About whether he would make the bond?

Senator Brack. Or have it made?

Mr. Perkins. I don’t recall that he said anything about it until it
was all over and I had been convicted and turned over to the marshal,

Senator BLack. What did he say then about your bond?

Mr. Perkins. He said “We wﬂI arrange for it.”” I knew they had
to. I wasin the custody of the marshal.

Senator BLack. Mr. Beitler said they would arrange for your bond?

Mr. Perkins. I think I am stating it correctly. Possmbly it was
Mr. Love. More likely it was Mr. Love.

Senator BLack. Was he your lawyer too?

Mr. Perxins. He was my own private attorney. I don’t know
that Mr. Beitler said anything about a bond. I really don’t think he
mentioned it. I am very sure I am right when I say that he turned
the bond matter entirely over to Love as my private attorney. I am
very sure that I am right. I am positive that is the way it was left.
The marshal took me in custody and took me over the hotel, and it
was the next afternoon, it was 24 hours before they had a bond offered
from a surety company.

Senator Lia FoLLETrE. Was there any discussion between you and
your attorneys as to whether you should go on the stand in this case
and testify, or not?

Mr. Perkins. I don’t know as you would call it & discussion,

. Senator La FoLLeETre. Did you talk to them about it?

Mr. Perkins. I supposed of course I was going to go on the stand,

and when it came our turn, when it was turned over to the defense to

ut in their witnesses, they asked for an adjowrnment for a half an
Eour and took me into this little room, and Mrs. Perkins was in there
with me, and for the first time Beitler and Love disclosed that they
thought it would be best not to put me on the stand.

Senator La FoLLerTE. Did they give any reason for it?

Mr. Pegkins. They did not seem to give any reason, no more than
that they thought tﬁat would be best. I think it was just in a
§eneral way. Idon't think there was any detailed reason given, but

knew they thought it, I was very determined about it, but my wife
talked with me and pleaded with me to put the trust and confidence
in our attorneys. ‘

Senator Lo FoLLETTE. And they did not give you any reason at
all for their judgment being that you should not go on the stand?

- Mr. Perkins. 1 don’t recall that they mentioned any details, no;
only they thought it would be best not to. That was about the way
I would express it. In their own Ijuclgment, they thought it would be
best not to put in any defense. I remember the reason now, it does
come to me. They did give one reason. They ssid that they would
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have the last plea. The Government would have to make the first
plea and they had the last voice. Otherwise, if they put on a witness,
they would have to make the first plea to the jury. That was the

reason. That was the predominant reason. I had forgotten that.
Senator La FoLLeTTE. I understood you to say that your case was
on 1\j}ppea.l. Who are the attorneys of record in that appeal? :
r. PErkiINs. I said, John W, Davis, Newton Baker, James Reed,

David Reed, Harold Beitler, and George Love. Six of them. :

Senator Brack. I must have misunderstood you. Did I under-
stand you to say that 24 hours after you were convicted, they sent
down a bond from a surety company?

Mr. PERkINS, A surety company put up the bond,

Senator BLack. What surety company?

Mr. Perkins, I could not tell you the name of that.

Senator BLack. Who put up the surety with them? .

er, Perkins. I could not answer that definitely; I could not answer
that.

Senator Buack. Did you?

Mr. Perxkins. I did not; no.

Senator Brack. You don’t know who did?

Mr. Perkins. Not definitely; no.

Senator BLack. Do you know indefinitely?

Mr. Perkins. It was arranged—they told me I would not have to
pay any attention to it. Mr. Love told me to just forget about it.
1 don’t know really who it was. Iknow there were a great many people
in our county teking an interest in that case. I don’t think i1t was
Mr. Haynes, but I do know this, that there were certain ones that
told me between the time of conviction and the time of the sentence:
that would gladly raise the fine from the business men in York,
if I would allow it.

Senator La ForrLeTTE. How do you account for the fact that you
were able to get a bond within 24 hours after you were convicted and
not for the 18 days when you were arrested before your trial?

Mr, Prrkins. Mr. Love arranged it.

Senator La FoLLETTE. He was still your attorney, was he not?

Mr. Perkins. I talked to him by the hour trying to get him to give
a bond. He said that as an attorney he caanot do it. :

Senator Brack. He did it as an attorney after you were convicted?

Mr. Perkins. With others, he did it. Possibly he could hdve done
it before; I don’t know why not. M{. wife pleaded with him to try
’{,gﬂ do it, and we tried every way in the sun to try to get me out of

.. Senator Brack. You are sure that Mr. Love could not have done
it before if he did it within 24 hours? :
Mr. Perkins. He told me he did not know where he could.
Senator Brack. Has it ever occurred to you that they wanted to
keep you there for the gurpose of advertising? .
Mr. Perkins. No, don’t think they ever mentioned it.
{Laughter.] If you think that is funny, I don’t think that was men-
tioned and I don’t think there was any such thing mentioned, but I
am going to retract that and say there was one offer I had from another
attorney who came to visit me while I was in the jail and said that if
I would consent to allow a certain person, and he would not name the
party, to name the attorney, that this man had told him to bring &
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message to me that he would iut up the bond and get me out. I
bad been in jail less than a week.

Senator BLack. That was a $2,000 bond?

Mr. Prerxins. At that time it was a $5,000 bond. I am under
$2,000 bond today. This was $5,000 then, but the advertising feature
was absolutely nothing thought about in connection with that. The
circumstances leading up to it were these: I had been sick a whole
yeqr. I ran my business 2 months from bed, and I was on crutches
3 months, and I was physically unable tc do anything at the time the
code went into effect, in the way of manual labor. I was without
physical caimcit to do anything. I had accumulated nothing, every-
thing that I had made had gone into the business. I had not saved
a thing for myself.

After I came back from New York, after talking to the secretary
of the code authority, I spent a very late evening with Mr. Love and
he asked me if I would go on the relief and I told him I would not even
think of such a thing as going on relief. He said, ‘‘Can you go out
and do manual work?’”’ 1 said, ““No, I cannot, I am not able to.”

Senator BLack. Mr. Love asked you if you would go on relief?

Mr. Perkins. He asked me if I would be willing to go on relief.

Senator Buack. You had a running business.

Mr. Perkins. He said, “Can you pay the advance in the wages to
40 cents?” and I said, ‘““No; I could not do such a thing, I could not
think of such a thing.”

Senator BLack. Then did Mr. Love give a statement to the papers
about your terrible condition?

Mr. Pereins. He did not say anything to the papers. There was
nothing published in the papers. That was in January, and the first
thing that was ever published in the papers was in May, when it
appeared in the paper that the “blue eagle” had been taken away
from me, which Iphad never had. So, so far as advertising purposes,
that is most remote. I could take it today and capitalize today on
that. That is proof enough I was not interested in that sort of thing.
'fl‘hat did not have the slightest influence on me, the advertising

eature.

Senator BLack. You do not think any of them are interested in
trying to advertise to show——

Mr. Perkins. I was not interested in ttying to advertise.

He said:

I think you are within your constitutional rights, and as a lawyer I advise you
to %o on and do the best you can. Pay the 40 cents, and if you cannot, do the
best you can.

Senator Brack. Did Mr. John W. Davis agree to represent you
before or after you were convicted?

Mr. Perkins. Before or after?

Senator Brack. Did he talk to you before or after?

Mr. PerkinNs. I had met him once before the trial.

Senator Brack. When?

Mr. Perkins. If you want to know definitely, I will say I think it
was in October. The trial was in December.

Senator BLack. Where did you meet him? In New York?

Mr. Perkins. I met him in New York.

Senator BLack. Were you on the bond at that time or had you been
arrested? - :

Mr. Pegkins. I was out on $5,000 bail at that time.
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Senator BLack. You were out on $5,000 bail?

Mr. Perkins, I got out of jail on the 18th of July. Mr. Haynes
bailed me out on the 18th of July, and the trial came on on December 3,
and I was on $5,000 bail in the interval.

Senator Back. And you saw Mr. Davis before that or after that?

Mr. Perkins. In October I called on Mr. Davis.

Senator Brack. Did he send for you?

Mr. Perkins. No, sir; he did not.

Senator BLack. How did you happen to accidentally come up and
see Mr, Davis?

Mr. Perkins. I thought I would just go up and see him. I did
not know that he would see me.

Senator BLack. You had heard of him?

Mr. PErkiNs. I had heard of him.

Senator BLack. You had no communication with him?

Mr. PeErgINs. Yes.

Senator BLack. And you concluded that you would go up and see
Mr. John W. Davis in New York?

Mr. PErkINS. Yes, sir.

Senator Brack. Did you have any difficulty getting in?

Mr. Perkins. No, sir. )

Senator BLack. Just sent in word that you were Mr. Perkins and
he said, “Come in"'?

Mr. Perkins. He sent out word that he would be glad to see me.
To make it perfectly accurate, I called up from the hotel and talked
to the Secretary and told her who I was.

Senator BLack, Who had told you to go up and see him?

Mr. PergiNs. Who had told me to go up and see him?

Senator Brack. Yes.

Mr. PerkiNs. I just took it on my own head to go and see him.

Senator BLack. Is that the way you got Mr. David Reed, too?

Mr. Perkins. Very much so. I had written to Mr. Reed several
times and he had answered my letters, but I never met him until the
night he came to York.

Senator Brack. How did you get Mr. Newton Baker? Did you go
to see him?

Mr, Perkins. I wrote him.

Senator BLack. You wrote him?

Mr. Perkins. Yes, sir.

Senator BLack. Nobody suggested it at all?

Mr. Perkins. No one suggested it.

Senator Brack. Did you write any letter to him about it?

Mr. Perkins. I used to know Newton Baker a little bit. It just
happened we belong to the same college fraternity. I knew him s
little bit, and it was a long time since I had met him, and I met him
and I explained the situation and I asked him if he would come in
and join the counsel of the appeal, and he called up David Reed and
through David Reed I learned of his acceptance first, and then I got
& letter from him.

Senator BLack. Which one is the leading counsel?

Mr. Perkins. Mr. Beitler,

Senator Brack. That is all.

Mr. Perxins. And I would like these affidavits put in with my
statement,

Senator Brack. Very well.
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. (The following letter was subsequently received and ordered
inserted in the record.)
PeRKINs BarTERY CoO.,
York, Pa., April 24, 1985.
Hon. Hugo L. Brack,
Uniled States Senalor, Washington, D. C.

DEar SeEnaTcr: When dyou were questioning me last Wednesday as to who

gsid for the security bond which automatically placed my case on appeal to

igheg courts, I was unable to give you the name of the party, as you well remem-
ber. You seemed to think it very strange that I would be so ignorant about the
donor, and you even reminded me that I was answering questions under oath.

Quite frankly, it was very embarrassing to me at the time not to be able to recall
an incident of this nature, which naturally would srem to come within my intimate
knowledge. However, I was very truthful in saying at the time that I did not
know. It did occur to me almost immediately after the meeting had brcken up
that this bond (the cost of which I recall was $40) was paid out of the Perkins
defense fund by the custodian, H. L. Stitt, cashier of the Industrial National Bank
of West York. Attorney Love had handed me the bil! and I had passed it over to
Mr. Stitt, and check was probably sent through the mail. Why I could not reeall
such a simple incident is beyond my understanding except for the fact that I had
had a motor mishap on the way to Washington late the night before, and for lack
of sleep I felt sort of dazed all the time I was in the room,

The Perkins defense fund consisted of approximately $300, contributed entirely
voluntarily, and mostly by small manufacturers from manyv different States, but
to some extent by farmers and professions] men. Examples: A small farmer in
Mississippi sent a $1 bill. A country physician in the State of Kansas sent two $1
bills. A farmer in Vermont did the same. About 10 pereent of the contributors
did not even give their names or said they dare not give them. The average gift
wss about $5. Every single penny from any source whatsoever, even although no
message was sent with the money, was deposited with the custodian; in all cases
where names were given receipts were issued by him.

I would thank you very much, Mr. Black, to enter this letter as a part of the
ecord, and for this purpose I am attaching an affidavit to it.

Very truly yours,
Frep PerkiNs,

Subscribed and sworn to before me this 24th day of April 1935.
[sBAL] J. C. Gross, Justice of the Peace.
My commission expires January 1, 1940.

(The statement and affidavits referred to in Mr. Perkins’ testimony
follow:)
RELATIONB OF FRED PERKINS AND HIS MEN

One thing that made me decide I would never bow to N. R. A, was the fact
that all my life I have taken a great interest in men, and when the Government,
by arresting me, cast an implication that I had been a heartless employer, it
was almost more than I could stand. Then and there I made a resolve that I
would see this thing through to a finish, taking my own chance that truth
would come to light.

When I left college, I started in at a dollar a day as apprentice in & machine
shop—and earned another dollar each nigkt by doing private tutoring. Later
I got a hankering to learn millwrighting in a steel plant, and I got such a job
under a icularly hard taskmaster—a master mechanic who had been raised
in the school of hard knocks. In those days, a college boy was sometimes held
in disfavor and I determined to overcome this prejudice by trying to work &
little harder than the rest. I will never forget the day he sent for me, and in
his office handed me a blueprint, telling me to get a gang of men and go out and
do that job. Tears were actually streaming down my face as I left that little
office, vealizing 1 had gotten a ‘“start.”” As a millwright foreman over a peri
of about a year, I obtained a great deal of valuable experience under this wise
but harsh man.

It is hard to satisfy youth. I know I craved to run engines, I would some-
times get down to the plant an hour or two before starting time and talk the
engineers of the ‘“dinkies’’ (locomotives) into allowing me to run their engines.
One day I met up with the master mechanic of another steel plant who a;
to give me a chance to learn to operate atationary engines. started in there
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a8 & greaser on an old-fashioned blooming-mill engine. This engine had been
designed in the days of low-pressure steam, and I noticed that under the high
pressures we were using, that the big cast-iron heads of the eylinders expanded
a half inch every time the engine had & hard pull. It is well-known that cast-
iron will not stand much bending before it will break; it is not elastic like steel.
I called the master mechanic’s attention to this expansion of the metal one day and
he offered a kind suggestion that I do not stand behind those oylinders any more
than was absolutely necessary. Two weeks after I left that engine, having been
‘promoted to engineer of a amall engine, one of those large cylinder heads blew
200 feet—the entire length of the mill.

In those days there was very little regard for human life in the steel planta.
Ambunlaices usually came several times a day and the morgue wagon made
guite frequent trips. I give full credit to labor organizations fotreé;romoting

tate laws that gradually overcame the unnecessary hazards presen in nearly
all types of mills back in those days. In this plant I was promoted from engine
to engine until I finally became engineer ofa 5,000-horse power Corliss compound,
with an assistant under me.

Our lives often turn in sharp angles. A certain mining company in northern
New York State was looking for a superintendent with a lot of practical experi-
ence with machinerfv and they offered me the job. There I began to learn the
art of handling fair jy large bodies of men. I found it to be merely a common
sense proposition. If you want men to give you their all (in the way of helpful-
‘'ness) you just give them your all. How could I expect these men to take a
greater interest in me than I took in them? I soon began to find that one of the
greatest pleasures I could get out of life was in developing men.

I will never for%et one man, whom I made a foreman at that plant very much
against the general manager’s advice. The G.M. pictured him to me as the laziest
man in 10 counties and (8o he said) would be sure to demoralize the whole force
if I ever put him in charge of other men. The G. M. concluded his remarks by
saying, ‘‘The only reason we keep him here at all is because he is so darn bright
that we have him around when we really do need an exacting piece of work done.”
Well, I refused to take the G. M.’s advice and in 6 months time had the satisfac-
tion of his telling me that he had made a wrong guess, that never in his life had
he seen such a change come over a man as he now observed in this one, and he
added: ‘““I cannot yet figure out how you did it.”

I believe that old-fashioned system of paternalism is intrinsicall{ sound,
although I know it has often been overdone by greedy employers. do not
believe any employer would find life worth living if it was publicly known that he
was getting rich while his employees were living in want. This is why I advocate
much greater publicity as to wealth, earnings and formulas by which men have
gained their successes. I think that by compulsory disclosure a man would be
automatically protected against distrust of class hatred in case he had dene right
by hia men; and would likewise be condemned in case he had not done right.

I know it is human nature to be selfish, but wise laws can curb selfishness. As
long as we allow groups of men to manipulate to their own advantage, in defiance
of competition and entirely without regard to the effect on the welfare of the
general public, just so long 1 believe we may expect to remain in the throes of a
terrible depression. This applies both to labor and to leaders of industry. Also,
I never could quite figure out why a man’s right to work should not be just as
sacred a right as that to hold property; and added to this, it is surely an economic
fact that when competition of labor is shut off, a monopoly must oceur which will
add an increment of increase to the selling price of the product.

While at this mining camp in upper New York State, a rather sickly looking
individual drifted into camp one day and asked for a job. He was about 10 years
older than myself and having been with French-speaking people all his life he
could talk but very little English at that time. His ;I)pm-ent eagerness for a job
pronpted me to give him a trial. I soon found he had more than usual ability in
bandling men and 1 began to train him in my own natural way. I proceeded to
teach him to read and write and to figure, and above all else to talk better English.

Afier about 2 years at this camp, I changed to a large coaper smelter as master
mechsnic with 260 men under me at times. This man_(Joe by name) shortly
afterwvard showed up at this copger plant and, of couree, I took him on as a labor
boss. It was not long before other departments were trying to borrow him from
me—just to get some ‘‘pep’’ into their men (as they expressed it). It seemed to
be a fact that men would work like demons for him and call it fun. I recall where
one rush job required 48 hours of continuous three-shift work, and as Joe was in
charge of this job 1 could not even persuade him to take time out during the whole
48 houi's, and I had to send all his meals to him.
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Later I changed to another mining operation as superintendent. It waa open-
out work with two steam shovels, several locomotives attending them, and ore
.washers to handle the ore. To this job Joe likewise followed me and became
almost indispenaable in the 2 years I was there. When I moved to Seattle to go
into the ery business, Joe even followed me there. I helped fit him out to
go to Alasks which seemed to be his destination. When he returned the following

ear he said he had “frozen his 1 .’ 1 sent him back east to his relatives.

he died they wrote me that his last words were a meesage to ‘‘ Mr, Perkins,”

No ope can make me believe that paternalism is slavery. It is mutual confidenee

in eagh other, making for efficiency and pr . 1 know I would have laid down

my life for that man and I believe he would have done the same for me. There

was 8 certain nobleness about his character that made an impression with me that
will remain as long as I live.

An incident in connection with my work at the last mining camp (before I went
to Beattle) is well worth relating. This particular camp had never before been
known to pay. Dating back to aimost the days of the Revolution, it had changed
hands dozens of times.  On the property there were 60 to 70 tenant houses (mostly

needemegply of labor. Also, these tenants
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wd, entertai !
eldag, ] g fid write. Into every home I
have been many times to utiu;y mys A% you were all comfortable. ou have
come to know every inch of Fred Perkins and now I am going to ask that you
take an interest in him. I was sent down here to make this job pay and I see
only one way to accomplish it, and, by thuader, I am going to try out this acheme
of mine——to see how it worke——even if I have to fire every man on the place and
bring in outsiders to give it a trial. If you appreciate what I have done for you,

you will now do something for me.”

There was hush. Full well they knew every word I had said was true. They
thered together in groups and y selected a spokesman to advise me that
hey would give the ‘‘fool notion” a trial just to show me that it wouldn’t work,
Immediately we started in on the new scheme, with my faithful Joe in charge of
the night work, and within a week I had men ng me to allow them to go on
that night shift. They began to see that the operation could be made to pay,
and there was enthusiasm in that camp such as they had never known before.
Take it from me, workmen do like to see a businesas pay. I surely got a won-
derful send-off from those men when I left that camp. e owners brought in
a new man who immediately drifted back to old methods, so I am told, and it
was not many months until they gl?‘t discou and shut down that plant and
it has never been reopened from that day to this. 8till I say that paternaliem
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when rightly handled does pay. You must be your brother’s keeper if you wish
to hold him as a brother.

Many years were to pass before I again was to experience the employment of
men; this time in my own factory, manufacturing storage batteries for farmers.
This time I was on my own and rather a small “own’’ at that. I was to discover
that the same principles a‘gﬁlied to running a battery code came into effect, I
waa paying about the standard wage that other industries in York County paid.
1 was not getting rich, but I was steadily building up trade and continually
eolarging my plant.

Always it was in my heart to try to do better by every man who stuck by me.
I had a very distinctive feeling that wages were not the only thing that would
bring out the best in a man. I could not immediately offer any great induce-
ments in the form of wages, but I could at least take an interest in the lives of the
men; visit their homes and satisfy myself that families of my men were not in
distress. One young fellow took a notion to accompany some other boys on an
excursion ahoard a freight train one day, without taking the trouble to ask off.
1 did not learn the true facts until he called me ‘‘long distance collect”, from a

oint 150 miles away, to beg me to get him out of jail. I arranged for his release.
?began to notice it was always the boss theyv came to when they got into trouble.

One older man got into an auto wreck, was charged with assault and battery
and, of course, it was the boss who bailed him out. When any of them wanted
to make a payment on a car or something similar, it was always the boss to whom
they came for an advance on future wages, and almost invariably they got it.
I doubt if therc ie & man who has worked for me for any length of time who eould
not recall 8 good many occasions where I had helped him out— consisting often of
paying small bills for him without deducting from his wages. Until rather
recently, I employed a colored boy who started with me at 18 yvears of age and
worked quite steadily for me for 5 whole years. This boy was the oldest of 8 or 9
children and the mother was on 8 widow’s pension. Many times have 1 been into
this boy’s home to see for myself how things really were going. My children’s
playvthings, after the newness had worn off, usually went to their house.

I seemed to feel a moral obligation that the family conditions of any man who
worked for me were to be made as E‘good as I could help make them. I could never
quite lose the thought that I nad no right to expect a man to take a greater
interest in me than I took in him, and in a selfish way I wanted the best service
that every man could give me. This colored boy really became quite popular
among the white men because of the interest he took in his work.

If I had really made anything more for myself than a living, I would have per-
haps felt & little differently toward National Recovery Administration. I went
10 years without a new suit and during this time my wife made all her own
clothes. It waas a new experience to have to buy second-hand furniture, but it
was the best I could do. Even our family car was an old Buick which cost the
munificent sum of $165 and which I overhauled myself,

When I divorced my first wife I had given her everything I had in the world
in lieu of paying alimony. It was an option that the judge offered me. When
I left Mr. H. I*g Gitt (at Hanover, Pa.) to go into business for myself at York
(20 miles away) I had accumulated nothing. As Mr. Gitt would testify, I re-
mained with him in Hanover a whole year (after he had brought me back from
the West) at a salary merely large enough to support my family—instead of
accepting the $100 a week that he repeatedly tried to thrust upon me. I had
opened a Pacific coast distributing branch for him (for farm lighting plants) in
Spokane just before the panic of 1920 hit the country. I had chosen commission
rather than salary, and when the crash came I told him I would stick it out.

At that time I gave up my room in a boarding house, rigged up & bedroom in
one corner of the basement of our store and went there to live until I married
my present wife—and then moved to_her small cottage in Spokare. I stuck out
that depression for 3 years and then Mr. Gitt decided to bring me East and give
me an outright interest in his business in addition to making me his general sales
manager. It was only after arriving in Hanover that I felt I could not quite
conscientiously acocept the new sales policies outlired by him, and therefore I
declined his kind offer. As related above, I remained with him for another year
before moving to York and hitting out for myself—in an old Ford sedan in which
I'made my bed on the road each night during my first summer and fall in the new
business. ~ I want to say in passing tht I still hold an intense admiration for
Mr. Gitt, Men can disagree in their policies and still be great friends.

Ifeel that in arresting me and throwing me into jail that the National Recovery
Administration did me a great injustice, and consequently I am determined never
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'to bow down to them. I expect that during the past few months I have been
called a ‘“fool’”’ oftener than any other man in the State of Pennsylvania. A
question very commonly put to me is: *‘ Why don’t you make a million out of the
advertising you have received?’’ 1 repl biv‘ saying, ‘I am just not built that
way.” 1 don’'t want to capitalize on this kind of advertising. 1 have turned
down chances. After I see that I have finally licked the National Recovery
Administration I am going to try to build up my battery business. The present

is}not the time.
(Signed) FrEDERICK CLARK PERKINS,

§ubscribed and sworn to before me this 156th day of April 1935.

[sEAL] J. C. Gross
Justice of Peace.
(My commission expires Jan. 1, 1940.)

A¥ripAvITS BY EMpLOYEES OF PERrXINs Barrery Co.

Yorx, Pa., December 18, 1934.
Chester L. Wilt, of York, Pa., deposes and says: I have been working for the
‘Perkins Battery Co. for approximately 2 years. [ testified in the Federal Court
at Harrisburg at the trial of Mr. Perkins that my rate of pay when working by the
hour was 20 cents. * * * Since the 16th day of October 19033, when the
Battery Code went into effect, I have up until December 1, 1934, worked a total
of 1,994 hours, receiving in pay a total of $563.27, an average of 28 cents per hour,
At times I have made as high as 80 cents an hour on piece work, but the minimum
of 20 cents per hour (on straight time) brought the average down to 28 cents.
Time and again (in addition) Mr. Perkins has turned over to me the engine-
repair work that came in from farmers, and for this work I charged 50 cents per
hour and was never asked by Mr. Perkins to turn any of this money back to him,
even although he allowed me free use of his shop, his tools and electricity. At
‘times when I have needed monefv for special purposes, in amounts beyond my
‘earnings, Mr. Perkins has willingly advanced me such money.
At no time have I ever seen anything to indicate that any of the employees were
_dissatisfied with their treatment at the hands of Mr. Perkins. We all felt that
he sympathized with us and was trying to do the best he could to help uvs. If
any employee ever complained of him to National Recovery Administration I
certainly have never heard of it.
(Signed) Caester L, WiLT,

Subscribed and sworn {o before me this the 12th day of December 1934.
{smaL) C. M. Staurres,

: Notary Public.
(My commission expires Feb, 23, 1935.)

Yorx, Pa., December 12, 1984,
- J. B. Jones, of York, Pa., deposes and says: I have worked for the Perkins
Battery Co. for just 1 year. I started in at 20 cents per hour and was raised in
April of this year to 22 cents. I have had regular work every day since I started.
In the peak of the battery season we sometimes work 9 hours, but regularly it
"hasg been 8 hours and on Saturday 4 hours.

I came to Mr. Perkins seeking employment after voluntarily dropging another

Loelz that hardly paid enough for me to exist. My earnings with Mr, Perkins have

n sufficient to enable me to pay uB all my back bill and to buy what additional
clothing that I needed. * * * uring the 3 years that I have been in York [
have found that living expense in this community is far less than in the larger
cities to which I had formerly been accustomed.

Throughout my constant daily association with all Perkins employees (totaling
20 men in the peak season) I have never heard any remark that would indicate
to me that any employee had ever made a complaint against Mr. Perkins to
National Recovery Administration.

[szAL) (Signed) J. B. Jongs.

Subscribed and sworn to before me this the 12th day of December 1934. C. M.
Stauffer (notary public). My commission expires February 23, 1935,
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LETTER FROM FRID PERKINS TO H. N. GITT, HANOVER, PA.

DEcEMBER 9, 1934,

Dear Mr. Grrr. Time Magazine (address, Chrysler Building, New York City)
isdabo{;xt ltlo write up a story about the Perkins case and about Fred Perkins
individually.

1 am wondering is you would do me this favor: To write immediately to
Miss Mary Frager, care of the editorial department, and tell her what you your-
gelf know about Fred Perkins—with particular reference to the fact that I pre-
ferred to stay with you without a stipulated satary (you giving me whatever 1
needed to get along on) than to accepting a really generous salary either from
you or form any other man. In other words, I wish to establish the fact that I
deliberately turned down offers of money while I was with you—and consequently
had accumulated no funds at time I struck out for myself 10 years ago.

If you wish, you can aldo tell them to what extent you found me honest and
sincere. You know it is & little hard for a man to toot his own horn, and yet the
Time Magazine sort of placed me in the embarrassing position of being compelled
to tell about myself in the absence of anyone else to toot the horn for me.

I think you catch the idea, Mr. Gitt. In order that they may receive the
material in time to use, it would be necessary for you to get your letter off in good
season tomorrow, and it would be best if you would add a special delivery stamp
to assure prompt attention.

Cordially yours,
(Signed) FreEp Perkins.

Lerrer rroM SeRvICE SuppLy Co., York, Pa., To MANUFACTURERS’
A8S0CIATION OF YORK, Pa.
AvgusT 3, 1931,

GENTLEMEN: Mr, Fred Perkins has been dealing with us for about 5 years.
His firm builds farm-lighting batteries exclusively and therefore their sales are
largely to farmers. Since their competitors offer batteries on a time-payment
plan, the Perking Co. is likewise forced to do so. Because Mr. Perkins’ capital
was limited, he was obliged to offer farmers’ checks in payment for raw materials
with his own endorseinent as a guaranty of payment. Tbhese checks were
aceepted by us, by prearrangement, in exchange for our inerchandise. At
various times we have held as high as $200,00 in such checks and in only two
instances did any come back—MTr. Perkins making these two good in cash.

Any move your body can make in Mr. Perkins’ behalf we assure you will be
appreciated.

Yours very truly,
Sxzrvice SverLy Co.,
R. F. Wantz, Treasurer.

Lerrer rRoM Evans Leap Co. (GEORGR A. RowLEY, MANAGER) PHILADELPHIA,
PA. (SuBsIDIARY OF NATIONAL LEAD) TO MANUFACTURERS' ABSOCIATION OF

YoRk, Pa.
Jovy 30, 1934.

GENTLEMBN: Mr. Fred Perkins of your city hafppens to be well known to the
writer, and as a letter concerning him might be of service to you I take pleasure
in writing.

My dea.linlgs with Mr. Perkina have extended over the past several years and
during this time he has proven himself on more than one occasion to be a man of
his word and one with whom it has been a pleasure to do business. I have the
greatest confidence in his inteiricy and his constant desire to fulfill his obligations.

Mr. Perking has been working under a tremendous handicap in an effort to
establish his business in the face of many adverse conditions amf with practically
no capital reserve. As a result of this fact it has been neoessary for him and my-
self to work out some plan whereby he could secure from us raw materials needed to
condust his business and for which he would be able to give some warranty of
future payment.

His business is conducted almost exclusively with farmers and it has been the
oustom of these farmers to give Perkins certain checks which are not post dated,
Yet which bear notations to be held to certain future dates before presenting.

have held close to $1,000 in these farmers’ checks at one time, and as the depoait
date arrives they are put through our bank with our own endorrement under
Perking’ endorsement.  With but one or two esceptions they have always been
paid, and the few exceptions were made good in cash by Perkins within 48 hours,

119782—~35—pr 6——35
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I have not taken these checks as a last resource in settlement in any sense
whatsoever, but have accepted them with full understanding that they are in
payment of materials furnished.

hope the information contained in the foregoing will be of some service to

both yourselves and to Mr. Perkins.
Very truly yours,

GEeo. A. RowLey, Manager.

Lemwrer FrRoM JoBN H. Myers Lumeer Co., Yorg, PA.,, To MANUFACTURERS’
ABSOCIATION OF YORK, Pa,

Avugusr 1, 1934,

GeENTLEMEN: Mr. Perkins takes from time to time certain forms of checks in
gayment for batteries furnished to farmers. It is clear that they eannot be used
y anyone until their deposit date. Mr. Perkins suggested that he needed some
lumber which he wished to pay for with these checks; we accepted his proposition
:‘Illd s;x];}p(liied him with lumber to extent of $241.60. The checks were all paid as
ey fell due.
We will personally appreciate anything you may do to aid Mr. Perkins.
Yours very respectfully,
JorN H. Myzrs.

Lerter FrROM THE Pascrann OxyeeN Co., PHILADELPEIA, PA., To MaANUFAC-
TURERS’ ASBOCIATION OF YORK, Pa.

Avgusr 1, 1934,

GeNTLEMEN: We have been asked to write to you direct in regard to our rela-
tions with the Perkine Battery Co. of your city. It has been our pleasure to do
business with Mr. Perkins since 1928,

As a matter of cooperation, we agreed, about a year ago, to accept checks drawn
to the order of Perkins Battery Co. and submitted by farmers in the surrounding
territory—with payment dates several months beyond the original dates of the
checks. Settlement of our account in this manner, while a bit unusual, has been
acoeptable and we have been satisfied to continue our regular line of credit with
settlement being made on this basis.

This information is submitted in strict econfidence and without responsibility
on our part, but we trust it does answer your requirements. If we ean be of
further assistance do not hesitate to write us.

Very truly yours,
. Pascrarn Oxygen Co.,
N. BAUERrERs, Credit Depariment.

Lrrrer_FroM FouroN, Msmrine & Hauser Co., York, Pa. (WHOLESALE
HARDWARE) TO MANUFACTURERS’ ABSOCIATION oF YOREK, Pa.

Avugusr 2, 1934.

GENTLEMEN: Mr. Perkins has been buying from us since 1925, his highest credit
during that time being $100. It seems that Mr. Perkins sells his batteries on
i ent terms, taking checks in advance for each installment payment and
agreeing to hold and deposit them on the due dates. He has been endorsing
such checks over to us, sometimes as much as 3 months before they are due.
Of course you understand that it is not our usual way of doing business but we
agreed to cooperate with Mr. Perkins by selling him goods in this manner until
he could get on his feet financially.

Mr. Perkins seems to be on the job all the time and we believe that assistance
such as this will enable him to pull through and keep his plant going.

Yours, truly,
FurroN, MeBrING & Haueer Co,,
D. C. Hin.

YoRrx, Pa., December 18, 1584,
John L. Goodling of York, Pa., deposes and says: I have worked for the Perkins
Battery Co. for approximately 2 years. I will be 19 years old on the 25th of this
month, In the case against erick C. Perkins in the Federal court at Harrls-
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burg I testified that my normal rate of pay when working by the hour has been
20 cents.

Since the Battery Code went into effect on October 16, 1933, the records show
that I have worked up until December 1 of this year a total of 1,479% hours,
have earned a total of $465.02 and that the average earnings per hour {(combining
both time and piece work) has been about 31% cents. Because of my age and lack
of :ktx;de I do not know where I could obtain a job if I was to be thrown out of
wor re.

I am partly the support of my Nfarents and four children younger than myself.
We are fairly close neighbors of Mr. Perkins in West York and both he and Mrs,
Perkins have taken a very human interest in our family. Most certainly I would
not make a complaint against him to National Recovery Administration.

[8EAL] JorN L. GoobpLrInG.

Subscribed and sworn to before me this the 12th day of December 1934,
C. M. StaurFER, Nolary Public.

YoRE, Pa., December 12, 1984,

Thomas J. Martin deposes and says: 1 had been without work for 2 years and
about the lst of January of this year I asked Mr. Perkins of the Perkins Battery
Co. for a job. I was given a try-out at 20 cents an hour and after about a week
I was raised to 25 cents an hour. I have worked regularly every day since I
started, except for a brief illness, and have been very thankful for the job.

I can further state that Mr. Perkins has repeatedly asked me about conditions
within my home, has satisfied himself that we were comfortable and on two
occasions has made visits to my home. Occasionally, small bills have been paid
by Mr. Perkins without deducting from my wages.

Not to my knowledge have any of Mr. Perkins’ employees ever made complaint
to National Recovery Administration re%arding wages or anything else. The
wgrt(:ng force at the factory consisted of about 10 men in summer and 20 in
winter.

[¢EAL] THOMAS J. MARTIN,

Subscribed and sworn to before me this 12th day of December 1934,
C. M. StavuFrrer, Notary Public.

My commission expires February 23, 1935.

Exceeprrs rrRoM LETTERS WRITTEN BY FRED PERKINS
“I see very clearly where compulsory education, and particularly higher edu-

cation, has created a demand for greater opportunities to round out a fullness of °

life. The average person sees no ready means of attaining weslth and the
formulas by which others have attained it are shielded from him. It is only
natural that his analytical mind should begin to crave something that it could
not clearly define. Gradually, over a period of years, these cravings have as-
sumed a form or resistance, manifested by individuals forming into groups and
each group manipulating to its own advantage without regard to effect on the
general mass.”’

‘“My idea is that a frontal attack (disclosure of wealth, earnings and activitiea)
on the men who have achieved success would lessen and in time eliminate this
resistance. It is my belief that the Lincoln which this country must eventually
develop before we can emerge from the ‘fix’ we are in, will succeed in bringing our
Feople into common lines of thought through winning their confidence and draw-
ng them to a clear understanding of the futility of trying to defeat nature's laws.”

“I was prompted to write a new philosophy through listening to talks by
Father Coughlin. He had a great deal to say about ‘an assured living’ but
never mentioned ‘an opportunity to make a living,” and to my mind these two
lines of thought lead us in exactly opposite directions. The farmer used to say
‘Keep my taxes down and give me a chance to save and I will take care of myself’,
but from now on, if votes continue to follow their present trend the farmer will
soon begin to concern himself with whatever favors the Government will extend.”

“A nation forges ahead by breeding workers rather than sluggards, and if our
present system of trying to prc;_%ress under artificial laws is continued for a few
fears we will begin to see America lose the coloring that our forefathers gave it.

could never clearly see why a right to work should not be as sacred a heritage
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a8 the riﬁht to hold property, and I think it is a trust that the Government should

assume.

“I cannot believe it possible that a nation partly boom but mostly broke can
ever expect to progress until something has been done to again establish our
eoonomic system under nature's laws. I helieve, with Clarence Darrow, that the
natural state is the primitive state, and that all our attainments in life are what
we can make them or possibly what we may individually have inherited.”

“I notice the industrialists in general seem to be as heartily in favor of N. R. A.
a8 tmthe people on relief—who seem to think that the set-up is just great. Now
if tife farmers likewise are taken carc of at the expense of the remaining class—
_who are neither industrialists, farm«rs, nor subsistence receivers—I am wonder-
ing just how long it will be beforec something terrible will happen. The great
difficulty, in my mind, is to impress vur people with the fact that new price
levels are caused by hidden taxes (and many of them) in everything we purchase.”

“I noticed that Mr. Lippman rightly feels very wrathy about the ‘pink slip.’
I felt that the logic of David Reed shouid have won him a reelection, yet it failed.
I felt that the logic of Huey Long in his share-the-wealth radio broadcast was
altogether wrong, vet it is reported that he received 64,000 favorable replies and
only 9 critical ones. Facts like these should make us sit up and think.”

““Our people demand something which they cannot define, and the man who can
define it for them can ultimately be placed in a position of great power. The
fate of a nation depends upon whom this man shall be. Never since the day of
Lincoln have our people needed a correct-thinking shepherd as they do at this
very moment. It is not a very great leap from dictatorship to a monarchy—
where a favored few express their views through a figurehead and strife for office
is eliminated.”

“‘Pensions and such-like are altruistically fine, but can our country afford to
g:uperi ze its great middle class for the sake of realizing altruistic motives long

fore the millennium is anywhere in sight?"’

“An employer’s own protection is to pay wages sufficiently high to ‘“hold’’ the
workers that he really wants to keep. y own ideas about getting out of a de-
pression is to eliminate taxes as much as possible and to lower the price level on
merchandise to a point where we can offer bargains to foreign countries. A boom
in the manufacture of cotton ginning machinery for export to Egypt and South
America is surely no sign of a revival in cotton growing in our own country.”

“T tried out my article, A New Philosophy, on a few of my friends, among
them Mr. Mark Sullivan, who replied that he was interested very much and that
it was both humane and practical. However, he cautioned me not to appear to
be setting myself up as a philosopher at the very time I was trying so hard to estab-
lish my independence as a small manufacturer. I ask you to please treat it
confidentially.”

TESTIMONY OF ROBERT J. BARRETT, WASHINGTON, D. C., REP-
RESENTING NATIONAL ASSOCIATION OF MASTER PLUMBERS

(The witness having first been duly sworn, testified as follows:)

Senator Brack. You are here representing the National Associa-
tion of Master Plumbers?

Mr. BARReTT. Yes, sir.

Senator Buack. Have you a statement?

Mr. Barrert. I will take about 5 minutes.

Senator Buack. Proceed.

Mr. BARRETT. Probably no industry exceeded the plumbing. con-
tracting industry in its admiration for the National Industrial Recov-
ery Act when it was enacted, or was more hopeful of being benefited
by it. OQur industry, on which over 600,000 persons depend for &
livelihood, was in distress. We believed that the National Industrial
Recovery Act offered us the solution to many of our troubles. We
read the act and paid tribute to the sublimity of its language and to
the high purposes expressed in it.
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A year and 9 months have passed. We will pay tribute to the lan-
guage and purposes of the act; but our hope that our industry would
find a solution for many of its difficulties through activities under the
act has rapidly waned. Possibly we expected too much. Possibly
we too literally interpreted the language of the act. Possibly we were
over senguine in our belief that a group of persons could be rapidly
assembled to administer the act in the spirit we found reflected 1n its
languace,

1t is only by contrasting the hopes of 21 months ago with the
realities of today that we can bring to the committee a true picture
of conditions as they now exist in our industry under our code.

Twenty-one months ago, when we read the language of section 3 (a)
of the act, we believed that when an equitable code, proposed by a
group truly representative of the trade or industry, was approved by
the President its provisions would be enforced on all persons, corpora-
tions, or entities engaged in that trade or industry. Now we know,
that 1n our industry at least, special corporate interests, such as mail-
order houses and their retail subsidiaries, gas utilities, and others who
are members of our industry, have successfully evaded its provisions
to the detriment and demoralization of the other members of our
industry, who represent at least 90 percent of the total volume of busi-
ness in the industry. Repeated requests that these highly organized
interests be brought under our code, to the end that fair competition
would result, have been either disregarded or speciously evaded. The
result has been that the majority of the industrg, operating under the
high standards imposed by the code, find their business drifting away
into the hands of those corporate and other interests who operate as
the}7 choose without let or hindrance.

Twenty-one months ago, when we read section 3 (f) of the act
we believed that swift and just retribution would be visited on those
who violated any of the provisions of a Presidéntia,llg approved code,
Knowing human nature, we rccognized that all members of the indus-
try would not voluntarily comply with the code, and we believed that a
few convictions of violators would have a salutary effect on wavering
or unconvinced members of the industry. Today we know that viola-
tion of our code does not bring retribution; but, rather, results in
pecuniary benefit to the violator. The result has been that, lacking
effective assumption by the N. R. A. of its clear enforcement duty,
our self-elected code authority is practically impotent and our eulogies
of the N. I. R. A. and our promise of relief to the industry are flung
back at us as discredited lies.

Twenty-one months ago we were patient. As practical men we
realized that the millennium would not arrive over night. We
u%preciated the tremendous organization problem confronting the
Administrator. When our code was approved we did not rush
headlong into soliciting money to put it into operation. We dug
down into the resources of our trade association, accumulated over
a period of years, in the belief that we could not justify collections
until we demonstrated benefits to the members of our industry. But
our patience, and our resources, are approaching the end. We
expected to find orderly procedure and centralized responsibility
slowly emerge from the formative stages of the N. R. A. Instead
we find the same labyrinth of offices and jurisdictions and the same
haggling and compromising. We agreed with President Roosevelt
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when he said on September 30, 1934, “We have passed through the
formative 11Ym0d of code making.”” It is apparent to us today that
we are still in the twilight zone of code rumination; but not code
action.

The statements we have made are not the unconsidered utterances
of a disillusioned industry. We make them without rancor and in
full recognition of the possibility that we may be called upon to
substantiate them. We are prepared to substantiate them, f:est we
be tonsidered mere destructive critics, May we suggest that certain
things are necessary to reestablish the N. R. A. in industrial and pub-
lic confidence. These suggestions are:

1. That the fundamental principle be asserted and made controlling
that all persons, firms, corporations, or other entities dealing in the
same products or services be placed under the same code.

. 2. That the enforcement personnel be strengthened and adequate
legal support be given to their activities by approaching legislation.

3. That administrative machinery and authority be concentrated
as much as possible, consistent with a democratic form of government;
and that a clear distinction be drawn between purely advisory, and
administrative and executive functions.

We are not despondent. We believe that the Congress which con-
ceived the N. R. A. is competent to correct the defects of its admin-
istration. To us it appears a task of turning high principles into
practical realities. W}; believe that the elected representatives of
the people are able to accomplish this.

Senator Brack. Is Mr. Bloome here?

(No response.)}

Senator Buack. Mr. O’Connell.

TESTIMONY OF BAROLD J. O°'CONNELL, NEW YORK, REPRESENT-
ING A GROUP OF INDEPENDENT NEW YORK WHOLESALE FOOD
COMPANIES

(The witness having been first duly sworn, testified as follows:)

Senator BLack. Where do you live?

Mr. O’ConNELL. Staten Island in New York.

Senator BLack. What is your business?

Mr. O’CoNNeELL. Wholesale food business.

Senator Brack. Do you appear representing an organization or
individually?

Mr. O’C);NNELL. A group of New York wholesale food companies,
independent food companies.

Senator BLack. How many?

Mr. O’ConNNELL. Twenty-one.

Senator Buack. Have you a statement you desire to make?

Mr. O'ConNELL. Yes, sir. I was asked to come down here to
Washington among other things to testify for this committee on two
phases of the investigation.

First, the failure of the N. R. A. to curb monopolisti~ tendencies on
the part of the large food combines, and second, the difficulties of small
b(\;dsmess methods of administering 7 (a) features under the N. R. A.
codes.

As we understand it, the N. R. A. was not designed to change the
old practical method or system. It was designed to eliminate the
evils of it and to replace or to throw out the cut-throat practices and
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axtreme competition, and unfair methods which resuited from the
fact that there was not sufficient business to go around to supply the
larger companies whose sales had been curtailed.

e have a particular illustration in mind, and that is the Great
Atlantic & Pacific Tea Co. They have recently departed from their
usual policy and have entered the wholesale food business, the
business of whoelsale food distribution. They have a purchasing
power of $800,000,000 a year, and through the various methods of
secret rebates and discounts and other forms of trade practice, which
is covered in a report by the Federal Trade Commission to the
Senate, they are afforded a competitive advantn%? over us. We
think we conclusive prove that the A. & P. have the ability to manipu-
late and control food commodity markets. We believe that is equall
true of some of the other large food combines. It is our understand-
ing that the Federal Trade commission views the manipulation of
food commodity markets as monopolistic. The mere fact that a
market can be manipulated, can be controlled, can be changed, raised
or lowered by any one influence, indicates that that influence has
control of the supply.

The A. & P. Co., we believe, have gone beyond the bounds of fair
gractice, and in order to obtain their new business, their wholesale

usiness, they are using coercive methods.

They control an enormous amount of freight. We believe they are
using this freight traffic as a lever to obtain business from public
carriers. We believe that they are using the lever of these tremendous
cash positions in the larger banks in order to obtain wholesale business,
because the banks in léew York particularly are all involved in the
operation of one or more hotels as trustees or through some other
interest.

We believe that the N. R. A, was designed to Frotect us, to maeke
the small merchant protected from that form of competition. We
believe that it was an emergency measure enacted because the or-
dinary machinery of government was not rapid enough in its methods
to control the situation to eliminate these coercive methods, and to
eliminate these unfair practices.

There are other food combines who have evidenced the ability to
manipulate markets. I have in mind partioularly the Borden Co.
This 18 based entirely on information and belief, since I have no access
to their records, but I think it is true and it is current report in the
industry. They bought during the fresh production, enormous

uantities of butter at a low price of approximately 28 cents a pound.

hey had a virtual control of the storage butter market. The
market went to approximately 36 or 38 cents a pound, the spot
market. With the control of storage butter, they were able to feed
out quantities of it for public consumption in & manner to control
the stock market. They not only did that, but ¢hey sold this butter
to consumers in competition with other small food distributors at
3 and 4 cents a pound below the current market.

We are absolutely unequipped and incapable of meeting that form
of competition. o feel that we are entitled to protection against it.
You gentlemen, the Congress, and the Government of the United
States said to us small business men in enacting the N. R. A. legisla-
tion, “We will protect you against the evils of these large food com-
bines and other competitive sources. We will put competition on a
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fair and decent basis. We will make & contract with you to that efleot,
but it is not going to be a one-gsided contract.” You said to us,
“In return for this privilefe or improvement in your business and this
protection ageinst your larger and more powerful competitors, we
expect you to increase wages and increase employment to the reduc-
tion in hours.”

Everyone subscribed to it. Everyone entered into that contract
with the Government. Everyone of substance signed the Presi-
deft’s Reemployment Agreement. They expected something in
return for what they gave. They reduced hours, they increased
wages, and in the food business in particular, we received nothing in
return. '

We do not quarrel with the spirit of the N. R. A. at all, or the
original intent, but we do quarrel with the failure to administer it,
especially by the inability to administer it. We feel that the diffi-
culty may lie in the fact that the law was not properly drawn, at any
rate, the effect was not one originally contemplated in the food
business.

As an illustration of that, the method of administering section 7
(a) throws us at a material disadvantage. The A. & P. Co., for
example, with this $800,000,000 purchasing power had a tremendous
advantage right there. In addition to that, they had a material wage
differential. As a specific example, we will take the commodity of
%ggs, which they are tremendous consumers of tremendous users.

hey were paying egg candlers approximately $19 to $22 a week.
The independent egg wholesale merchants were paying about $25
to $33 or $35. My particular company was paying $32 a week,
while the A. & P. was paying an average, I believe, of $20.

Senator La FoLLETTE. Was this prior to the code?

Mr. O'ConneLL. Yes, sir; it was, and I believe it still exists todaf'.
In the manner of administering section 7 (a), we were completely
deprived of our defenses against the racketeering form of labor and
legitimate uniform methods.

A great wave of strikes followed. The N. R. A., particularly the
local regional board, was interested only in how many strikes they
could settle. They had no interest in who paid the bills. In our
case, a strike was called through an error. The union there said
that they believed that we were affiliated with another company
whose employees were on strike, but there was absolutely no connec-
tion whatever between the two companies. But they called a strike
on us in this belief. We were paying $32 a week. The largest com-
gvany in the world in that particular line was paying $20 a week.

@ were paying 60 percent more than they were.

Senator LA FoLLETTE. What were the minimums in the code?

Mr. O’CoxNELL. $15aweek. There has been no code promulgated
for that particular Business even to this day. We opposed any in-
crease in wages——

Senator La FoLLETTE (interrupting). Are you still operating under
the President’s agreement in that industry?

Mr. O’ConnELL. Yes, sir; we are. No code has been signed.

" Senator La FoLLerre. Has it ever been prepared?

Mr, O’ConneLL. There has been & great many prepared, but the
N. R. A. did not approve any. The unions demanded that we in-
crease our wages from $32 to $38 per week, and that we reduce our
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hours from 48 to 40. We refused to reduce our hours, because the
Government had issued an oxception to the N. R. A. authorizing us
to work 48 hours, Not us particularly, but the entire industry.

The local regional board harassed us as much as they could, pri-
marily for the purpose of settling the strike. We had police protec-
tion. They even went to the extent of trying to have the police
protection removed. The local head of the regional labor board
demanded that I agree to arbitrate. I eaid that I could nct arbitrate
because we were already paying a fair living wage, we were paying
more than most of our competitors, very much more than the larger
food combines, and that we could not raise our wages and meet any
form of competition.

This person-responded that we were getting lgoh'ce protection and
therefore we could hold out as long as we wanted to without arbitrat-
ing. I told him that we were entitled to police protection. They
responded that we might not have it, as long as we expected it, and
that if we did not have police protection, implying that if were sub-
}ected to violence, we would be compelled to arbitrate. A few days
ater this person went to the mayor, Mayor LaGuardia and reported
this situation, and reported to me that unless we agreed to arbitrate
by the following Monday, the police protection would be removed
and then we would be compelled to arbitrate. I responded to the
effect that if that were dome, I would put armed guards on our trucks
with shotguns and we would protect our property, and that the chair-
man of the local regional board would have to take the responsibilities.
That was done to settle the labor difficulty.

Nothing was done to raise the A. & P. wages to a point where we
would be on an equal competitive basis. The A. & P. are large enough
and wealthy enough and have enough resources to combat eny form
of unionism. They can continue to pay $20 a week or $22, while we
are compelled to pay $32.

We are now paying $35, because after the strike was declared off,
we raised the wages to $35. :

I say, we do not quarrel with the spirit or the intent of the law, and
we think thet under proper conditions it will be very effective, but
we are entitled to some protection against the coercive methods of the
larger combines, we are entitled to rapid protection that the Federal
Trade Commission cannot ordinarily give us because it takes them 2
years or more to investigate a case, and if we are to remain in the
present position of being at such & tremeL.dous disadvantage because
0 wa%;a differentials, because of their ability to demand business
through the tremendous freight they control, and because of their
banking connections, it won’t be long after they have entered the
business on a general scale before practically every wholesale marchant
is out of business, and the effect of that will be that the farmer will lose
one of his most important outlets.

Now, there are only two outlets. There are the wholesale dealers
and the large chain stores who buy directly from the farmers. If you
eliminate tge independent wholesalers because of this competition of
the large chains, particularly the A. & P., the farmer will lose one out-
let, it will become thoroughly monopolistic, and the A. & P. will not
only be able to manipulate markets, but to determine under any and
all conditions, the price that they choose to pay for any farm produce.

I think that covers all I have to say, Senator.

Senstor BLack. Thank you very much.
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TESTIMONY OF H, 8. BROWN, ASSISTANT TO THE ADMINISTEA.-
TIVE OFFICER, NATIONAL RECOVER? ADMINISTRATION

(The witness having been first duly sworn, testified as follows:)

Ser:xiator Brack. You had some papers you wanted to put in the
record.

Mr. BRowN. Yes, sir.

Senator BLack. You are with the National Recovery Adminis-
tration?

Mr. BrowN. Yes, sir.

Senator BLACK. What is your position?

Mr. BrRowN. My title is assistant to the administrative officer.

Senator Brack. You have some records that you were requested to

bring?

lcfr. BrowN. Mr. Vose, my assistant, was requested to bring some
records, and there they are [indicating].

Senator BLack. What are they?

Mr. BrowN. My desire was, 1f possible, in addition to presenting
these, to make a brief statement regarding the budget situation. I
thought perhaps I might clarify it for the committee, but if the time is
too short——

Senator Buack. (interrupting). What are the records? Suppose
you csall them off and mark them as exhibits.

- Mr. BrRown. Will you do that, Mr. Vose?

Mr. Vose. Exhibit no. 1 is a list dated February 18, 1935, of 71
approved budgets which, prorated to an annual basis amounts
$100,000 or more each. The total amount involved is $38,362,207;
273 small budgets amount to $4,852,876. .

The total amount on an annual basis of these 344 budgets is
$43,215,083.

Exhibit no. 2: An analysis of the code authority salaries.

_ Exhibit no. 3: A summary of the pregress made in budget examina-
tion up to March 15, 1935. This accounts for budgets applicable to
551 figured by national codes and 195 supplementary codes.

Exhibit no. 4: The standard mandatory provision devised by the
N. R. A, to assist in making collection of the contributions.

Exhibit no. 5: Additional information regarding the mandatory
amendment situation.

Exhibit no. 6: Has to do with the contribution, and the method of
handling every part of the question.
tmI:ilxh.ibit no. 7: A study we have of the problem of multiple secre-

es.

Exhibit no. 8: A brief summary of part of the approval of the baking
industry budget.

Exhibit no. 9: Similarly a brief summary on the bituminous coal
industry budget.

Exhibit no. 10: The same regarding the Lumber and Timber
Products Code Authcrity. ,

Exhibit no. 11: Covers the motor vehicle retail trade.

Exhibit no. 12: The retail trade.

Exhibit no. 13: The report we received in connection with the °
voluntary finance operations of the National Electrical Manufac-
turing Association.
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This is not an exhibit on our part, but I was requested to bring a
sample or samples of the abstracts made from the various letters
covering the complaints that came to N. R. A.

Senator Brack. Mark it as an exhibit and put it on file.

Mr. Vosg. That will be no. 14.

Sena‘;or La ForLETTE. Would you like to make a statement, Mr.
Brown

Mr. Brown. I would like to make a brief one. These statements
here, together with a great many others, have been compiled begin-
ning last December up to date, for the purpose of replying to inquiries
and requests for information regarding the cost of code administra-
tion and the general policies of approving budgets for code authorities.

I have followed the testimony that has been given before this com-
mittee, and I have felt that perhaps there was not being given to the
committee a comprehensive picture of the budget problem and of the
methods that are being pursued under Mr. Harrimen’s direction to
see that the budgets of the code authorities comply with the require-
ments being necessary, proper, and reasonable, and that the bases of
assessment on industry are equitable.

The budget problem involves the approving of budgets for 551
master codes that have been approved up to date and 196 supple-
mental codes. Those supplemental codes being the product divisions
of the :naster codes.

In addition to that, both the master codes and the supplemental
codes have divisional, regional, and local budgets for the adminis-
trative agencies that administer the provisions of the codes. That
means that probably before the budgets for the entire present code
structure are approved, they will aggregate approximately 1,000.

Statistics have been given to the members of the committee and to
their representatives indicating that the total cost of the code ad-
ministration as evidenced by budgets apgroved and to be ?ipproved,
will ag%regate $41,000,000, which, based on the estimated volume
of the business to which they are applicable is something around
one-twentieth of 1 percent of dollar volume. Those budgets do not,
however, represent what will probably be the average annual cost if
and when code suthorities are operating on a business-like basis.
Jn many cases they represent guesses as to what the cost of code
administration will be; also guesses as to the amounts which their
budget provisions for assessments enable them to collect.

It is likely that the annual cost of code administration for all of
the codes that at present exist would be more nearly $30,000,000
gexé yi:r, then the $41,000,000 that is evidenced by the present

udgets.

The formative period of the code administration,is always the
most expensive, which is another element which will work foward
ultimate reduction.

Oue difficulty in giving accurate information to this committee as
to the cost of code administration has heen the fact that it probably
was originally intended that the codes would be administered by
voluntary contributions. It soon became evident that voluntary
contributions could not be relied upown, and on April the 14th, the
President issued his Executive order giving notice that codes that
already had been executed had the right to be amended to include
mundatory provisions, and those in process of negotiation, the right
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to include the mnandatory assessment provision. The result has been
that at the present time the budgets that have been approved will
represent, probably 90 percent of mandatory collections for the entire
code authority administration.

The President’s order did not make it mandatory that the budgets
should be filed for code authorities operating on a voluntary basis,
with the result that some 200 code authorities did not file ?xudgets
until recently. At the present time, budgets have been filed for nearly
95tpercent of all code authorities, whether operating on a mandatory
or on a voluntary basis. A large number of those budgets bave been
recently filed and have not yet been reviewed and approved, but will
probably be completed within the next 30 deys.

During this investigation, comment has been made regarding the
employment of multiple secretaries. We discovered some time in the
latter part of last year, that there was a growing tendency on the part
of the unorganized industries who had been codified to seek more or
less expert assistance in the administration of their codes. That was
not necessary for industries that been organized and were functioning
through trade associations prior to the N. R. A.; but it was necessary
for those industries that were wide-scattered and had not had that
trade association cooperation and that did not apply only to small
industries, but to many of the larger ones. The larger ones, however,
were able to go on and employ capable executive officers because of
the volume o?business which they could assess for their costs. The
smaller ones had no such opportunity, and they sought the cheapest
method of code administration. The result was that some individuals,
some accounting firms, some law firms, set themselves up as expert
code authority administrators and sought to sell their services in that
capacity to numerous code authorities, and were successful to a rather
large extent.

The objections that could be raised to that policy was that they
might racketeer salaries, get exorbitant salaries they might sell the
codification idea to industries which were not warranted in having a
code of their own, because that would make a job for the multiple
secretaries. Furthermore, there was the additional objection that
to get the best administration of the code, it is desirab’le that self-
interestod units in the industry be on the code authority, whereas the
professional secretary or executive officer had no such interest either
in the enforcement of labor provisious or fair-trade practice provisions,

Our inquiries were first as to the legality of those professional
services, and the legal division advised us that unless there were
improprieties or irregularities in code authority operations by pro-
fessional secretaries, there was no legal obstacle. The fact remained
that the code authority itsell was responsible for the proper adminis-
tration of the code, and they could employ proper agencies or adminis-
tration.

We have therefore followed the policy in the budget unit of requiring
of multiple secretaries to divulge at the time that they render their
services to the code authority, the other codes for which they are
functioning, to break down their fee into the ordinary budgetary
elements of salaries, office expenses, general expenses, and expense,
if there is any other particular kinds of expense and to sign a letter
giving us the right to investigate their books and accounts at any
time, and for them to make an agreement with the code authorities
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whom they serve specifying particularly the service which they are
to render. .

Up to the present tiine we have had no complaints as to the in-
efficiency of administration. With one or two exceptions there appear
to be no excessive charges made for services, and I do not refer to those
exceptions because I know of any exorbitant charges but to qualify
my statement that there are none. There may be. They are under
investigation at the present time,

We have felt that as long as it seemed economical and efficient for
code authorities to employ skilled representatives to handle their
routine code problems in the administration of their codes, that we
should not stand in the way of their getting the best service possible.
The same principle does not apply to legal services or to accountant
services. ;I"he ifferentiation there being that we know of the pro-
fessional-secretary contracts with the units of industry in the adminis-
tration of the code. His opportunities for racketeering or for using
improper methods of code administration are greater, and we felt that
& greater de%lree of check on his employment was necessarg, and the
making of the provision whereby he could be removed by havin,
these contracts tested was more necessary whereas in the case o
legal counsel and of accountants that do not contact the units of
industry. Their negotiations are with the officers of the code author-
ity either in rendering direct legal services of in auditing books and
accounts and so forth.

Their fees are provided for in the budgets. We exercise our discre-
tion as to determining whether they are reasonable and proper. We
have certain standards that we can apply to check those figures, but
with the exception of the multiple secretary who is an executive officer,
we have not made the same requirement. Our feeling is that by and
large, this multiple-secretary proposition, concerning which a great.
deal of adverse comment has been made, will, upon investigation
prgve not to be so criticizable as-the testimony or the eriticism might
indicate. s

With respect to salaries, we have been confronted with the criticism
that no code authority executive ought to have more than $10,000
salary. It seems absolutely impossible to establish that as a fixed
principle. ¥We have, in lieu of that, established the policy of publicity
and justification. By ‘‘publicity’” I mean that we require in the
noticing of the budget to the units of industry, that John Doe’s salary
at $12,000 or $15,000 be listed, and that adequate Eublicit;y be given
to every unit in the industry. Where it is possible, and we have
names, we require that a letter noticing the budget be sent to the
units. When we have not the names, and there are trade journals
in existence, we require the trade journals to publish. We exhaust.
every possible effort to see that every unit in the industry that is
%)ing to contribute to the cost of that budget knows what John

oe’s salary is and that he is the fellow.

Then we require justification after publicity. By justification, of
course, the first item is a resolution of the code authority that fixes his
salary. 'Then a letter from each member of the code authority stating
that John Doe is a man of sufficient experience, integrity and knowl-
edge of the business, and that the job itself is big enough to warrant the
salary and that he is the best man procurable at that salary for the
job.  Those letters are in addition to the minutes, becanse we feel that
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anybody might write minutes and list the names, but it is a more
clear matter to have it supplemented by individual letters from each
member of the code authority. Then we require, in addition to that,
similar letters from other members of the industry, important ones,
who are not members of the code authority. In addition to that,
we require a letter from the man himself ﬁi ing & record of his business
experience and his earning capacity to show that he has not used this
job here to increase his earning capacity.

™ all of the cases that have come before me for approval of salaries
and budgets, those salaries have been less than the average earning
capacity over a period of time, and the recent earning capacity of the
individual involved.

A great many comments have been made about crookedness in the
code authority operations. We find we have not had the oppor-
tunity to audit a great many code authorities accounts for the obvious
reason that the audits to be valuable have to be made at the expira-
tion of a budgetary period, and while many budgets expired on De-
cember 31, and a great many others have come in, we are not manned
in our department, which had as of December 21, only 20 people, and
part of them on budgets and part on statistics, and we have not been
able to review those specificaily, but in complaint cases we have had
oceasion to do so. In all cases of complaints, the expenditures which
have been criticized have been made on the part of the code authority
as to their right to make certein kinds of expenditures. Some of them
felt that they had the right to make trade expenditures of a trade-
promotion character.

Senator L'a ForurLerte. Did you hear Mr. Mortimer Fishel’s
testimony?

Mr. Brown. No, sir; I did not read it.

Senator LA FoLLETTE. It was his testimony. I have heard so
much here lately that I cannot remember it all and give it under the
right witness, but if you remember his testimony correctly, he com-
plained that the Cotton Garment Code Authority has been depositing
the money of the code authority in the bank account of the trade
association, that those funds had been commingled, and I got the
impression from his testimony that he was perhaf)s not Frep&red to
prove but that he was suspicious that the funds collected for the code
authority had been used for the trade association, and that they had
been unable to get any information about it, and it involved over
$1,000,000.

Mr. BrRown. I do not know how much it involved, but that particu-
lar code authority's accounts are under audit and investigation at
the present time, and I am therefore not able to say definitely whether
the suspicions or accusations are well founded. There is a possibility
that they may be.

The ones that have been investigated and have proven to be not as
well founded as the criticisms at first indicated. There was the
Millinery Code, which, for example, had spent some $13,000 for a
fashion show. They tixought that under & broad interpretation of
title I of the act, promoting reemployment, and of course that of the
interest of the industry in general, that the trade association’s activities
were warranted, and they spent the money and had to return it. In
addition to that, there was some extravagant expenditures for attend-
ing code authority meetings in Atlantic City. Restitutions of some
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of Bt(}xe expense charges there, where they were easily evidenced, were
made.

Another one was the code authority for the retail solid fuel in Ohio.
There the claims were made that they had been extravagant in their
purchase of office furniture. It proved that they had bought for $89
8 whole lot of office furniture second-hand. The criticism was that
they had bought mahogany furniture. Another was that theﬁ had
put in for $500 or $600 a fireproof safe and had taken it off the hands
of one of the members of the code authority. It developed that the
code authority had bought this safe through one of the members of
the code authority who was in the business and had an agency, and
he was able to buy a new safe and give them the full discount on it.
The bill was produced and showed that he had done just that.

Many criticisms are made that are based on gossip which, when they
are run down, do not hold water. Up to the present time all of the
investigations that we have made—and I exclude this cotton garment
one for the moment because it is under investigation, we have not
found evidence of wiliful crookedness. We have found evidences of
extravagance and we havefound evidences that expenditures made with
a misapprehension or lack of knowledge as to the limitations on code
authority expenditures were made. e reports have been furnished
to the committee of the investigations that we have made of those two,
the details of which I have mentioned.

I could go on and elaborate on policies——

Senator L. FoLLETTE (interposing). How long do you want to do
that? It is getting pretty late. If there are any further statements
you want to make——

Mr. BRowN (interposing). I want to make one statement ontlg,
that I am agreeably surprised as a business man who has been on the
job only & few months, to find so excellent a job in the way of establish-
mﬁ policies and checks and balances on the approval of budgets. I
did not expect it. ]I was warned that that condition did not exist. I
find that they are in very good shape and are progressing satisfectorily,
snd any inquiry will show it.

Senator Buack. Thank you very much. Here is one more letter
that goes in the record from the Cotton Garment Code Authority,
slgne§ by Samuel A. Sweet and addressed to Senator Harrison, 1n
reference to statements by Mr. Fishel,

(The letter referred to is as follows:)

CorroN GarMENT CODE AUTEORITY,
New York City, April 16, 1885.
Senator Par HaRRIBON,

Chairman Senate Finance Commiitee, Washington, D. C.

Dpar SenaTor: We respectfully request that you read into the record of the
Senate Finance Committee hearing on N. R. A, the following in answer to cer-
tain testimony given to your committee on Saturday, April 13, by an attorney
from New York named Mortimer Fishel:

In the first place, we believe it would be well for you to know who Mr. Fishel
is, as it may have some hearing upon his testimony before you.

Mr. Fishel was for years an attumey for certain clients who had contracts
with State prisons for the manufacture of cotton garments. These cotton
garments were sold b{ Mr. Fishel's associates in the open market in competition
with gooda made by free labor in the cotton ent fndustry.

For years the Inlernational Assoclation of Garment Manufacturers conducted
& bitter warfare against the sale of these prison products. The association joined
with the American Federation of Labor and other interested groups in asking
Congress for the passage of the Hawes-Cooper Act, which would permit the States
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to regulate prison industries. Neither Mr. Fishel nor his associates participated
in this fight, for as a matter of fact one of hus associates was for years manufacturing
in the prisons and upposing this type of legislation.

Congress passed the Hawes-Cooper Act by an overwhelming vote and as a
result 18 States have enacted legislation to protect free labor and free industry
from the unfair and un-American competition of prison-made goods.

The International Association of Garment Manufacturers have spent thousands
of dollars in trying to rid the Nation of this unfair competition, and Mr. Fishel
has been lined up against the campaign of the garment association.

I&fact, he is the attorney on record who filed a bill in the New York court to
dechire the Hawes-Cooper Act and New York legislation in it unconstitutional and
invalid. The International Association of Garment Manufacturers intervened
to help the State defend the law of New York and the Hawes-Cooper Act and won
the case in the New York courts.

During the time that the International Association of Garment Manufacturers
were attempting to aid industrial prosperity by proposing and promoting a code
of fair competition to give wage-earners a living wage and decent hours, Mr.
Fishel was representing prison contractors endeavoring to rid the State of New
York of prison regulatory legislation. This was entirely within the rights of Mr.
Fishel, but it somewhat explains his attitude toward the International Associa-
tion of Garment Manufacturers.

One of Mr. Fishel’s associates was still using the labor o{xfriuoners in the
manufacture of cotton garments when the Cotton Garment Code was approved
on November 17, 1933, and Mr. Fishel had not at that time withdrawn from the
litigation in New York State.

It was not until about January 1, 1934, after the Cotton Garment Code had
been approved and was in effect, that Mr. Fishel suddenly became active in the
general work of the cotton garment industry; when one of his associates finally
left the prison business Mr. Fishel became associated with the National Associa-
tion of Work Shirt Manufacturers and now is its general counsel.

The financial affairs of the Cotton Garment Code Authority, Inc., and its
relation to the International Association of Garment Manufacturers is an open
book. Mr. Fishel could easily have found out the facts if he had taken the time
to do 50 and one of us would gladly have told him. The administration in Wash~
ington has a complete record of just what transpired in respect to finances. One
of the undersigned, Mr. Sweet, was chairman of the board of directors of the
International Association of Garment Manufacturers at the time the industry
proposed the code of fair competition; money had to be advanced to pay the
expenses incidental to the promotion and approval of a code; many trips were
made to Washington for a period of 7 months before final approval of the code.
In none of these trips and in none of these activities did Mr. Fishel play a part.
The International Association of Garment Manufacturers advanced the money
necessary for this work and this is the only money that has been returned to the
International Association of Garment Manufacturers as soon as the code went
into effect. The total amount involved was $22,071.04,

Scovell, Wellington & Co., a firm of accountants and enginecrs located at 10
East Forticth Street, New York City, made a complete examination of the ac-
counts and financial records of the International Association of Garment Manu-
facturers, fiscal agents for the Cotton Garment Code Authority, Inc., for the
purpose of reporting on the financial condition of the Cotton Garment Code
Authority, Iuc., as of January 12, 1935, and the resulis of its operations for the
period from November 17, 1033 to January 12, 1935. Twenty copies of this
audit were sent to National Recovery Administration officials in Washington.

When the code authority was first set up it had no means of certain financial
support. The code authorized a voluntary contribution basis and members of
the industry were requested to help finance the code authority through a percent-
age of the pay roll in each plant. This was a voluntary assessment and no
attempt was ever made to enforce the collection.

The code authority entered into an open arrangement with the International
Association of Garment Manufacturers to act as fiscal agents for the code author-
ity. One of the undersigned, Mr. Sweet, was treasurer of the code authority and
as has been said, chairman of the board of directors of the International Associa-
tion of Garment Manufacturers. Accurate and complete statistical financial
statements were kept at all times and the code authority was at all times informed
of what transpired and the officials in Washington at all times had access to the
records. Nothing was paid to the International Association of Garment Manu-
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facturers f8r actual services rendered and the books snd records are available to
anyone who wants to know the facts.

e have respect{ully requested that you place this letter in the record of your
hearings so that there will be no misunderstanding as to the subject matter of
Mr. Fishel’s statements.

Very sincerely yours,
CorToN GarRMENT CoDE AvuTHORITY, INC.,
By StaNLEY A. SWEET, Chairman.
W. C. MoRGAN, General Manager.

(The following document was submitted to the Finance Com-
mittee by the National Recovery Administration, in connection with
Mr. Brown’s testimony:)

ManpaTORY CoNTRIBUTIONS T0O CODE AUTHORITIES
AUTHORITY

Executive Order No. 6678, dated Apri! 14, 1934, approved the inclusion of a
provision in a code authorizing a code authoiity to secure equitable contribution
by all members of the industry and, if necessary, to institute legal proceedings
therefor in its own name.

The order provides that only members of the industry com;i)leying with the code
and contributing to the expenses of its administration shall be entitled to make
:se of any emblem or insignia of the National Recovery Administration (exhibit

- 3
Adminisirative Order No. X-36.—Administrative procedure designed to carr
out the intent of Executive Order No. 6678 was first approved April 14, 1934.
This procedure was revised by Administrative Order No. X-36, dated I\cfay 26,

1834, which is still in effect.

The last-mentioned order provides that a code authority may not demand a
contribution from an industry member until—

(1) The code contains & provision whereunder nonpayment of equitable ¢on-
tribution is in violation of the code, or whereunder a legal obligation to pay the
same has been created; and

(?) National Recovery Administration has approved an itemized budget of
such expenses and an equitable basis of contribution thereto.

It slso provides that, before the code authority may institute civil suit or be-
fore National Recovery Administration may remove the ‘*blue eagle”’, the code
suthority must have met the requirements stated in paragraphs (1) and (2) above, .
and further must have

(1) Given notice of contribution in substantially the form approved by Na-
tional Recovery Administration, which, among other things, inform the industry
member of his right to protest payment on stated grounds.

(2) That the member after 30 days after receipt of notice has failed to pay the
amount due, and

(3) That the industry member has not filed protest with the code authority or
National Recovery Administrution (exhibit B).

POLICY DETERMINATION

Office memorandum 340, dated February 27, 1935, establishec the Code -Con
tributions Bourd. The Code Contributions Board directs the disposition of all
protests against payment of code contributions and all certificates of noupayment
to code contiributions filed in accordance with Administrative Order No. X-36;
except that the authority to deprive industry members of their privileges either
to display or to use the “blue eagle” or National Recovery Administration
labels, or to participats in work financed in whole or in part by Federal funds, or
in appropriate cases of restoring such privileges continues under the Compliance
and Enforcement Director (exhibit C).

PROCEDURE
1. Certificales

Certificates of nonpayment of contribution received from code authorities are
checked by the Contributions Section of the Compliance Division for—
(a) The mandatory nature of the asscssment pravision in each code.

119782—35—pr 686
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(b) Whether the mandatory assessment amendment was properly @oticed.

(¢) Whether the code authority has been recognized by the Administration,

(d) Whether the budget and basis of assessment have been approved by the
Administration.

(¢) Whether the budget and basis of assessment have been properly noticed.

(f) Whether the budget and basis of assessment were noticed concurrently with
or subsequent to the mandatory assessment provision.

(g) Whether the ‘‘Notice of contribution due’” sent by the code authority to
the industry member was in substantial agreement with the approved form.

(h) Termination of exemption granted by paragraph III of Administrative
Orger X-36, by Administrative Order X-78 and Administrative Order X-131.

1} To ascertain if industry member has filed protest. -

2. Certificates unaccompanied by protest or where protest has been overruled

If all of the administrative requirements have been met, the Contributiona
Section in cooperation with the code authority and in consultation with the
Delputy Administrator concerned prepares the text of a general letter (exhibit D).

f the general letter does not prove effective in a particular case, steps may
be taken to—

{a) Remove the ‘“blue eagle.”

(8) Certify noncompliance to Government purchasing agencies.

Ec) Authorize the code authority to bring civil suit.

a) Removal of “‘blue eagle.”—Whenever a code authority has met all adminis-
trative requirements and asks that an industry member’s “blue eagle’’ be removed,
the Contributions Section sends the industry member by registered mail a letter
putting him on notice that his ‘‘blue eagle’ is in jeopardy and telling him that if
satisfactory arrangements are not made with his code authority within 10 days
his ‘“blue eagle”’ will be removed (exhibit E). If this letter is not effective,
another letter directing tlie surrender of all National Recovery Administration
insignia to the local postmaster is sent. When the “blue eagle” is removed, the
loea) tmaaster, the code authority, the State National Recover? Administration
compliance director and the regional National Recovery Administration director
are informed.

(b) Government contracts.—Where certification of the fact of noncompliance
with the contribution provision of a code seems the most effective means of gainin,
complance, all of the steps outlined above for the removal of the “blue eagle
are foltlowed up to and including the registered letter placing the industry member
on npotice that he will be certified to Government purchasing agencies.

(e) Civil suit by code authorities.—Here again the industry member is put on

‘notice by registered mail that the action may be taken against him. Civil suit

may be authorized alone or in conjunction with ‘‘blue eagle” removal or with
action relative to Government contracts.

Authorization by the Administration to code authorities to bring ecivil suit is
required by memorandum of December 20, 1934 (exhibit F).

3. Protests

The notice of contribution due sent by code authorities must inform the
industry member of his right to protest on stated grounds. The grounds for
protest stated in the approved notice are ‘‘that the basis of contribution as ap-
proved is unjust as applied to you, or is not being followed in your case, or that
you have already contributed to the expenses of administration of another code,
which other code embraces yoxgdprincipal line of business, and National Recovery
Administration has not gran any order requiring your contribution to the
expenses of administration of this code, or on any other valid ground. Any such
protest filed by you must be acoompanied by supporting facts”.

When a protest is received in the Contributions Section it_is examined to
ascertain if it is made pursuant to Administrative Order X-36. Protests alleging
hardship have been held by the Code Contributions Board to come within the
meaning of X-36.

Objections requiring no poliey ¢.cision such as a statement that a concern was
not in business during the period covered by the assessment, are replieu to by the
Contributions Section.

Another group of protests alleging for example that the National Industrial
Recovery Act or the code is unconstitutional, that the individual did not sign
the code, that the code authority is not representative, or that the code has not
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proved & benefit are reptied to by the Contributions Section under statements
of policy and authority delegated to the section by the Code Contributions Board.

All protests requirirg policy decision on the merits of the case are presented to
the Code Contributions Board for determination. The decision of the board is
carried out by the Contributions Section.

ACTION TAKEN

Up to the week ending March 2, 1935, 60,651 valid certificates of nonpayment
of contributior were received by the contributions section and 58,665 general
letters (exhibit B) were sent out b{; the section. ‘‘Blue eagles’’ were removed
from 208 delinquent industry members.

The letters sent were on behalf of 70 code authorities who had met all adminis-
trative requirements,

RESULTS

Under date of March 4, all code authorities with whom the contributions
section had cooperated were asked to report results within 10 days. Only a few
of these reports are in hand. The following are merely taken from the few reports
we have received.

A. Results of general letter.—The National Retail Solid Fuel Code Authority
advises that the 12,600 general letters and small number of “blue eagle’’ removals
have brought in contributions to the ¢xtent of approximately $150,000.

The Code Authority for the Graphic Arts Code, A-1, reports that from the
7,000 general letters written by the contributions section 1,000 industry members
have paid in full and an additional 1,000 have made partial payments.

' The Crushed Stone, Sand and Gravel and Slag Industries Code Authority
advises that from 1,202 letters sent, 338 tirms have paid in full in the amount of
$10,672.82, and 62 firms have paid partially in the amount of $1,441.46.

The Code Authority for the Preserves and Maraschino dherry Industry
advises that from 78 general letters sent $2,048.20 was received, constituting over
50 percent of the outstanding delinquencies at the time the letter was sent.

#Rmm of registered letter.—The Retail Lumber and Building Materials Code
Authority reports that it has received paymert on delinquent code contributions
to the extent of at least $100,000 as a result of *he assistance of the contributions
seotion. This National Code Authority states that early in November 1934 its
local agencies were inadequately financed and as a result code administration was
in jeopardy. Relatively few general letters, 3¢, were sent to members of this
industry. A larger number of letters informing the industry members that their
“blue eagles” were in jeopardy were sent. e code authority reports an im-
proved morale in the organization, an improved compliance with the substantive
provisions of the code and a number of other benetits.

Commercial Relief Printing (division A-1 of Gruphic Arts) reports that the
‘‘blue eagle’” letter has obtained the best results. Of 84 sent out recently 20
firms have paid in full and 10 more in part.

ExgIBIT A

EXECUTIVE ORDER MAXKING PROVISION FOR A CLAUSBE IN CODES OF FAIR COMPE-
TITION RELATING TO COLLECTION OF EXPENBES OF CCDE ADMINISTRATION

By virtue of and pursuant to the authority vested in me under the provisions
of title I of the National Industrial Recovery Act of June 168, 1833 (ch. 90, 48
Stat. 195), and in order to effectuate the purposes of said title, I hereby order that
the following clause or any appropriate modification thereof vhall become effec-
tive as a part of any code of fair competition approved under said title, upon
application therefor (1) pursuant to the provisions of the code relating to amend-
ments thereto or (2) by one or more trade or industrial associations or %rou 8
truly regresentative of the trade or industry or subdivision thereof covered by tge
code, if the Administrator for Indust.ial Recovery shall find that approval by him
of such clause is necessary in order w effectuate the policy of title J of said act:

1. It being found necessary, 1n order to su fort the administration of this code
and to maintain the standards of fair competition established by this code and to
effectuate the policy of the act, tbe code authority is authorized, subj=ct to the
approval of the Administrator:
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(8) To incur such reasonable obligations as are necessary and proper for the
foregoing purposes and to meet such obligations out of funds which may be
r?iggd asdherematter provided and which shall be held in trust for the purposes
of the code;

(b) To submit to the Administrator for his approval, subject to such notice and
opportunity to be heard as he may deem necessary, (1) an itemized budget of its
estimated expenses for the foregoing purposes, and (2) an equitable basis upon
which the funds necessary to support such budget shall be contributed by members
of the industry;

(::‘) After such budget and basis of contribution have been approved by the
Adnhinistrator, to determine and secure equitable contribution as above set forth
by all such members of the industry, and to that end, if necessary, to institute legal
proceedings therefor in its own name.

2. Only members of the industry complying with the code and contributing to
the expernses of its administration as provided in section 1 hereof shall be entitled
to participate in the selection of the members of the code authority or to receive
the benefit of its voluntary activities or to make use of any emblem or insignia of
the National Recovery Administration,

FrankLIN D. ROOBEVELT.

Approval recommended:

van 8. JORNSON,
Administrator.
By G. A. LyncH,
Admginistrative Officer.
Tae Waite Housg, April 14, 1934,

(No. 8678)

Exuisir B

ADMINISTRATIVE ORDER NO, X-00, GOVERNING COLLECTION OF EXPENSES OF
CODE ADMINISTRATION

By virtue of the authority vested in me under title I of the National Industrial
Recovery Act and to supplement Executive Order No. 6678, dated April 14, 1934,
1 hereby prescribe the following regulations and grant the following exemptions,
viz,:

I. In no case hereafter shall any code authority, directly or through a trade
association or other agency, request or demand from any member of a trade or
industry, & contribution to its expenses of cude administration in a manner which
states or implies that such payment is compulsory under the code unless—

(1) The code contains a provision whereunder nonpayment of such cquitable
contribution is in violation of the code, or whereunder a legal obligation to pay
the same has been ercated; and

(2) The Admiunistrator has approved an itemized budget of sieh expenses and
an equitable hasis of contribution thereto,

II. No eode authority shall hereafter institute or cause to be instituted any
legal procecaings in respect of the nonpayment of any such equitable coutribu-
tion unless the requirements of subparagraphs (1) and (2) of the preceding para-
graph 1 have been met, and unless the code authority or its duly authorized
agency shall have certified to National Reeovery Administration, in substantially
the form attached hereto and designated * Certificate of nonpayment of contribu-
tion”’, ag follows:

(1) That it has given such member notice of contribution due in substantialiy
the form attached hercto and dosignated ‘“ Notice of contribution due.”

(2) That such member after 30 days after receipt of notice has failed to pay
the amount due as specified therein.

(3) That such member has not filed with such authorized ageney or with the
National Code Authority within 15 days from the receipt of the notice, a pro-
test against the contribution on any of the grounds set forth in said “* Notice of
contribution due' given such member and that it has been informed by the
National Recovery Adniinistration that no such protest has been filed with the
Natiunal Recovery Administration within such perivd, or that any such protest,
if filed, has been overruled by the National Recovery Administration,

IT1. Pending determinations by the National Reecovery Administration with
respeet to specifie coder upon cause shown by a code anthority or otherwise,
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every member of & trade or industry is hereby exempted from any obligation to
contribute to the expenses of administration of any code or endes other than the
code for the trade or industry which embraces his principal line of business, pro-
vided that he shall submit such information and comply with such regulations
with respeet to such exemption as the National Recovery Administration may
rct}uire or prescribe.

V. No member of a trade or industry shall be deprived of the right to display
a ‘‘blue cagie’’ because of nonpayment of his equitable contribution to cxpenses
of cude administration, unless the requirements of subparagraphs (1) and (2)
of paragraph I of this order have been met, and unless the National Recovery
Administration shall determine that the procedure outlined in subparagraphs
(1}, (2), and (3) of paragraph IT has been sufficiently complied with.

V. Nothing in this order shall invalidate any contribution bheretofore made by
nnr{ member of & trade or industry to the expenses of administration of any
coqae,

VI. Administrative order no. X-20, dated April 14, 1934, and cntitled ‘' Regu-
lations governing collection of expenses of ende adwministration” is hereby
rescinded.

Huan 8. Jornsow,
Administrator for Indusirial Recovery.
Wasminton, D. C., May 26, 1934.

(Date)
To: Compliance Division, National Recuvery Adiuinistration, Washington, D. C.

CERTIFICATE OF }MON-PAYMENT OF CONTRIBUTION

.............................. Code
The undersigned certifies that—
1. The respondent, o - .- i a e accaemaceceeeaaaa
(Name and address)
i8 subject to the Code for the. . . iiaceeiieaan .
Trade/Industry.

2. The undersigned is the agency authorized pursuant to such code to collect
contributions from the respondents to cxpenses of administration of the above code.

3. 0n. ... , 1034, the undersigned gave to the above-named
respondent notice of contribution due, a copy of which notice is attached hereto,
b_tvh(her:e i)ndicate manner of giving notice, whether by mail, personal service, or
otherwise).

4. The respondent after 30 days from receipt of such notice has failed to pay
the amount due as required in such notice.

5. (@) The respondent has not within 15 days of the receipt of the notice filed
with the undersigned or with the National Code Authority a protest against the
contribution on any of the grounds set forth in the attached copy of notice,
and the undersigned has been informed by National Recovery Administration
that no such protest has been filed with National Recovery Administra-
tion within such period; or

(6) If such protest has been filed, such protest has been overruled by National
Recovery Administration.

(Title)
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(Dats of notice sent)

/R
(Name of member)

N NOTICE OF CONTRIBUTION DUE

1. The Administrator for Industrial Recovery has approved the plan for
budget and equitable basis of contribution submitted by the Code Authority of
the Trade/Iudustry. Such approved basis of
contribution and the perlinent code provisions are set forth on the reverse side
of this notice. Copies cf said budget are available at the office of the under-
signed agency.

2. Upon such basis, the amount of your contribution to such expenses is
S . (In lieu of the foregoing there may be inserted here the method by
which the contributiop of the individual member of the industry should be
calculated.)

3. Your contribution is due and payvable upon receipt of this notice. Your
attention is called to the fact that failure to make payment thereof within 30
days renders you liable to appropriate iegal proceedings.

4. Your attention is further called to the fact that you have the right to file
a protest against the ‘psgmeut of such contribution with the undersigned agency
or with the National Code Authority or with the contribution section of the
Compliance Divisior, National Recovery Administration, Washington, D. C,,
at any time within 15 days from the receipt of this notice. Such protest may
be on the grcund that the basis of contribution as approved is unjust as applied
to you, or is not being followed in your case, or that you have already contributed
to the expenses of administration of another code, which other code embraces
your principal line of business, and National Recovery Administration has not
granted any order requiring your contribution to the expenses of administration
of this code, or on any other valid ground. Any such protest filed by you must
be accompanied by supporting facts.

(Authorired sgency)
{Or appropriate officlal aud title)

(Address)

Exnsir C
OFFICE MEMORANDUM NO, 340!, FEBRUARY 27, 1035, CODE CONTRIBUTIONS BOARD

1. The Code Contributions Board is hereby established.

2. Membership.

The Code Contributions Board will consist of three members as follows:

(@) The Code Administration Director, or whom he may appoint, chairman.

(b) The assistant to the administrative officer in charge of budgets and bases
of assessment, or whom he may appoint.

{¢) The Chief of the Compliance Division, or whom he may appoint,

3. Functions:

The Code Contributions Board will be responsible for and will direct the dis-
pusition of all protests against payment of code contributions and all certificates
of monpayment of code contributions filed in accordance with Administrative
Order No. X-36; except that the authority to deprive industry members of their
privileges cither to display or use the “bluc eagle” or N. R. A, labels, ot to par-
ticipate in work financed in whole or in part by Federal funds, or in appropriate
cases of restoring such privileges, will coutinue under the Compliance and En-
forcement Director.

By direction of the National Industrial Recovery Board:

W. A, HarriMAN, ldministrative Officer,

1 The sub of this d will be incorporated In the National Recovery Administraticn
Office Manual under ' Organization~N. R. A.~—Part I —2,000"” when released in offloe manual form.
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Exmsir D

GINBRAL LETTER Date
b8 - o mceaeeenos

GentLEMEN: The National Code Authority for the Commercial Fixture
Industry has certified to this Division your failure to remit your equitable con-
tribution toward the cost of administering this code. '

It appears from an examination of our records that your code authority has
complied with the requirements of the several administrative orders relating to
the collection of contributions which, under the provisions of your code (art.
VI, sec. 10, par. (), a8 amendeg} are mandntorx u%on all members of the industry.

You will realize that your National Code Authority and the several onal

encies now being established throughout the country can give an efficient

inistration of the code only if you, in turn, give your prompt and adequate
financial support.

Many members of your industry have already contributed their share to the
cost of code administration. It is only fair that this cost should be borne equally
by all members. To accomplish this end, the Administration is ready to assist
the code authority in collecting from any who have not as yet contributed.

We are directing your attention to this matter and withholding action for the
time being in the belief that you desire to cooperate, and that you will promptly
send your check for the amount due to the National Code Authority at 1620
South Forty-ninth Street, Philadelphia, Pa.

Very truly yours,
Cowmpriance DivisioN,

By W. M. Gawvin.

(Nore.-—This letter, with the variations attached, represents the only approved
form used by National Recovery Administration.)

GentLEMEN: The National Code Authority for Daily and Non-Metropolitan
Newspapers and your regional agency cannot give you efficient code adminis-
tration unless you in turn %ive them prompt and adequate financial support.

To assure such support, the members of this industry added a mandatory
contribution provision to the code, by an amendment which clearly established
a legal obligation on the part of each member to pay a fair share of the cost of
administration. The bud%et and basis of contribution were approved, however,
prior to the inclusion of the amendment, and this Administration considered
that in fairness to all concerned, an opportunity to file objections to either the
amount of the budget or the basis on which it was to be raised, should be given
at a time subsequent, rather than prior to the mandatory amendment,

Accordingly the budget and basis of contribution were renoticed to the indus-
try, and no objections, requiring alternation of either, having been received,
Administrative Order 287-396, dated November 30, 1834, became effective
December 12, 1934. This order constitutes a reapproval of the original budget
and basis of contribution, and the Administration is now prepared to assist the
code authority in collecting this hudget.

Quite clearly, the maximnum benefits of self-government as provided in your
code, can only be obtained if your regional agency and National Code Authority
ate able to concentrate on industry problems. Any delinquency requires time
and attention which cculd otherwise be devoted to giving you a more efficient
administration of the code.

May we count on you to Lake care of your contribution by January 157 Your
regional agency’s full address is ... ... i iiiiiciinaeena

Very truly yours,
CoMpLIANCE DivisioN,
By W. M. GaLvin.

JaNvary 22, 1935.
P. J. Jonnson,
Elizabeth, N. J.

GeENTLEMEN: The National Code Authority for the Wiping Cloth Industry has
certified to this division your failure to remit your equitable contribution toward
the cost of administering this code.

It appears from an examination of our records that your code authority has
complied with the requirements of the scveral administrative orders relating to
the collection of contribution which, under the provisions of your code {(art. VI,
sec. 5) as amended, are mandatory upon all members of the industry.
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You will realize that vour nationsl code authority and the several regional
agenceies now being estublished throughout the country, ean give an efficient ud-
ministration of the code only if you, in turn, give yvour prompt and adequate
financial support.

Many members of your ‘ndustry have already coutributed their share to the
cost of code administration. 1t s only fair that this obligation should be borne
equitably by all members.  'To avcomplish this end, the Administration is teady
to assist the code suthority in collecting from any who have vot as yet
contributed.

We are directing vour attention to this matter and withholding action for the
tinke being in the belief that you desire to cooperate, and thad you will promptly
gend your check for the amount due to the Natio nal Code Aothorily for the
Wipiug Cloth Industry at 32 West Raudolph Street, Chicago, 11

Very truly yours,
Compriance Ihvison,
By W. M. Ganvin,

HWAND RAO FRAME MANUFACTURING

GENTLEMEN: The National Code Authority for the Hand Bag Frame Manufac-
turing Industry has certified to this Division that you have neither paid your
equitable contribution, computed on the basis of one-half of 1 percent of your net
sales for 1934, payable weekly, toward the cost of administering the code, nor have
you filed any protest against such payment in aceordance with the terms of para-
graph 4 of the notice of contribution due, sent you by the code authority,

The provision of your code {art. IV, sce. §) create a legal obligation on the part
of each member of the industry to contribute his equitable share to the cost of
code administration.

You will realize that your !"ational Code Authority can give you an eflicient
administration of the code ouly if you, in turn, give your proipt and adequate
financial support.  Most of the members of your induetry have already done this,
and it is only fair that the remainder similarly contribute.

‘To aceomplish this result, the Administration is prepared, if neeessary, Lo de-
prive delinquents of “blue eagle” privileges and to authorize the code anthority
to institute civil proceedings for the amount due.

We are directing your attention to this matter, and withholding any action until
February 1, 1935, in the belief that you will desire to cooperate with your code
authority, and that you will either send your check for the amount lue or make
some satisfactory arrangement for payment of same with your Code Authrity at
201 Broadway, New York, N. Y.

Very truly yours,

CompLiaNcE Division,
By W. M. GaLvin,

JANUARY 8, 1935.
PriNTERY OF GEo. L. CrAPP,
Framingham, Mass.,

GeNTLEMEN: The Code Authority for the Comunercial Relief Printing Industry
reports that you have not paid your share of the cost of code administration. The
code authority informs us that you were sent notice of this obligation more than
30 days ago, that you were given an opportunity to protest if you felt the contri-
bution was unfair or unjustified, and that no such protest was filed,

Your code authority is responsible for the proper administration of the code
for your industry, which provides, in substance, that the code authority shall
obtain equitable contributions from all establishiments under the code and may,
if necessary, institute legal proceedings to doso.  Your code cannot be of maximum
benefit to vou unless you, along with the otler members of the industry, pay your
share of the cost,

In the belief that you witl send your contribution to your code authority
promptly, both the administration and the code authority are withholding any
further action for 10 days.

Sincerely,
W. M. Gavvin, Compliance Division,
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Nanmp orF Company,
Address.

GexrLeMan: The Code Authority of the Fabricated Metal Products Manu-
facturing and Metal Finishing and Metal Conting Industry, 729 Fiftecenth Street
NW., Washington, D. C,, reports that you have not paid your share of the cost
of code administration.  This ageney further informs us that you were sent notice
of this vbligation more than 30 days ago, that you were given an opportunity
to protest if you felt the contribution was ‘wnfair ‘or unjustified, and that no such
protest was reccived by it,

Your code anthority is responsible for the proper administration of the code
for vour industry, which provides, {1 substance that the code authority shall
obtain equitable <:ontril)utium' fmm all establishtents under the code and may,
if necessary, iustitute legal proceedings to do so, Your code cannot be of maxi-
mum benefit to you unless you, along wmh the other members of the industry,
pay vour share of the cost.

1t whould be clearly understood that [ailure to pay this code authority contribu-
tion constitutes & violation of the code and when sueh assessments have not been
»aid, you eanuot in entering into contracts with the United States Government,
truthlfully sign the certificate of compliance required with these countracts indicat-
ing that you are in full compliance with this code,

The privilege of using National Reeovery Administration insignia is contingent
npon complinnee with your code and may be withdrawn upon administrative
finding of noncompliance.

In the belief that yon will send your contribution to your code authority
promptly, the administration is withholding any further action for the time being.

Sincerely,
(/OMPLIA]\(‘E DiIvision,

By W. M. GaLvIN,

Exasir E

REGISTERED LETTER

Date oooooooocoi2
Naue oF CoMPANY,
Address.
GenTLEMEN: The Regional Code Authority for the Commercial Relief Printing
Industry ... ... .. Gy T , reports that you have not paid your
(Address,

sharc of the cost of administration of the Graphic Arts Code You were sent
notice of this obligation more than 30 days ago, you were given an opportunity
to protest if you felt the contribution was unfair or unjustified, and you received
notice from this Administration that the code authority may, if necessary, under
the eode institute legal proceedings to obtain equitable contributions from all
establishments.

Action in your case was withheld for 10 days by both your code authority and
the Administration in the belief that you would send in your contribution.

We nust advisc that if by ... BT , you have not paid your

ate)

equitable share in the administration of the code, as duly levied bf' your code
authority, or unless you bave made satisfactory arrangements with your code
authonty for such payment, the Administration will forthwith remove your

“blue eagle’’, will certify to your cede authority and to agencies disbursing
Federal funds, that you are not in compliance with the code of your industry,
and will authorize appropriate civil proceedings,

Very truly yours,
' CoMPLIANCE DIvISION,
By W. M. Garvin,

Registered mail, return receipt requested.
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‘“BLUE EAGLE’' REMOVAL LETTER

GeNTLEMEN: By registered letter on ... ... . ___ , this Adminis-
tration advised you of the complaint against you for your failure to pay your
equitable contribution to the costs of administering the .__________.__._____
____________________ , to which you are subject. In that letter you were in-
formed that if you failed to comply with the code in this respect, you would be
deprived of your right to display the ‘‘blue eagle.”

“e have received no evplanation of vour failure to payv your fair share of the
expense of administering the above-mentioned code, after due demand by the
cogle authority.

ccause of your failure to pay vour equitable contribution to the expeunse uf
admiristering this code, vou are hereby deprived of the right to display any
“blue eagle’”, and you will hereafter refrain from using any ‘“blue eagle,” or any
other National Recovery Administration insignia in any manner whatsoever,
You are directed to surrender immmediately to your postmaster all “‘blue eagles”
in yout HosgERNIiL.

This Admlniﬂtratinn and the code authority will no longer certify to agencies
disbursing Federal funds that vou are in compliance with the above-named code.

By direction of Compliance and Enforcement Director:

L. J. MarmiN, Compliance Division.

Registered mail, return receipt requested,

LETTER TO STATE DIRECTOR AND CODE AUTHORITY

Dear Smx: The attached letter o o .o ... .. , hag' been sent to

{Company and address)

The Administration has found that the respondent is in violation of the con-
tribution provisions of the Graphic Arts Code.

After an administrative finding of noncompliance the privilege of using Na-
tional Reecovery Administration insignia has been withdrawn, and this company
has heen direeted to surrender all National Recovery Administration insignia in
its possession to the postmaster at . ... ______. Tty T ... ... This

tity
Administration and the code authority are no longer in a position to certify to
ageneles disbursing Federal funds that the company listed above is in compliance
with its code.

You are authorized to give such publicity to this action as you deem appro-
priate.

Very truly vours,
CoMpPLIANCE Di1vISION,
By W. M. GaLvin,

(Enclosure.)

POSTMASTER,
Adidress,

Dear Sir: The Administration has found that the (... . ________ ..
(Company and address)

________ b oo ... is in violation of the eontribution provisions of the
- - .. -, and has directed this company to

(Codey
surrender its Blue [. gle insignia to yvou,

Will you please advise this oflice within 10 days what action is taken by the
above-named coneern toward surrendering its Bine Fagle insignia to you, but
be careful to do nothlng vourself Loward getting it back,

Vory truly yvours,
CoMrrniaNce Division,
By W. M. GaLvin,
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Exmmsir F

NATIONAL RECOVERY ADMINISTRATION,
Washington, D. C., December 20, 1934,
Ty all Code Aulhorities:

This will supplement the letter to all code authorities of October 11, 1934,
regarding litigation Ly or against you. That letter should not be construed as in
any way relaxing the regulations contaiued in part III of Bulletin No. 7 (Manusl
for the Adjustment of Complaints) requiring code authorities to obtain the express

rior approval of National Recovery Administration before initiating litigation.
.guch approval is still required. It is the purpose of this leiter to set forth the
procedure which should be followed in obtaining approval.

In States having State acts adopting the Federal codes, the approval of the
State National Recovery Administration compliance director must be obtained
by the code authority before it institutes legal procecdings or recommends to the
State authorities the institution of such proceedings, As soon as a proceeding is
instituted in a State court, a notice to this effect must he sent to the State director,
to the Coordinating Branch of the Compliance Division, and to the Litigation
Division. A forin for this notice is attached.

National Rccovery Administration is undertaking the direction of the early
litigation on contributions to code authorities, so that the first cases may be
ones in which the facts are clear and 2ll National Recovery Administration pro-
cedural requirements have heen complied with in order that we may obtain
prompt action in court. Therefore, until further notice, approval of suits to
enforce payment of contributions must be obtained from the Contribution Section,
Compliance Division, in Washington. More detailed information on the pro-
cedure to he followed will be sent you shortly.

Code authorities are permitted by Administrative Order X-14 to refer unad-
justed cases in which there is substantial evidence of a deliberate violation to the
appropriate district attorney of the United States through the State National
Recovery Administration compliance director for the State in which the appro-
priate district court is located. Your attention is called to the fact that this order
requires the State director to send to Washington a complete transeript of the
record of the case in duplicate. Action on these cases will he facilitated if the
code authority will assist the State director in the preparation of these copies.

Nationarn INpUsSTRIAL REcOVERY BOARD,
W. A. HaRRIMAN, Admintstrative Officer.

This COPY f0T . e et i eecmem—aa
{LitIgation Division, Coordinating Branch, 3tate director)

FORM VI-A—CABES8 REFERRED TO BTATE COURTS

Code . ... . ...
State legal -.ction instituted _._ ... _____. Name of court.
Form of legal action instituted ..o Lo iiiiaaoan
Status of case at time notice sent (stnte briefly what action, if any, has been taken

sinee the case instituted) . . L. L. Lo iaiiaaaan
Nume the code agency by which action was taken Y. __ . . ... .. __._
Name of person to whom inquiries on this case should be directed .. _._.___
Name of plaintiff - L L ameieeiiiciaean
Name of defendant ___.__
Address of defendant
Name of attorney, if any, for code agency
Nature of violation: (State bricfly the nature of the violation, and cito the
speeific section of the code violated.)

(The following matier is in connection with Mr. Brown's testimony,)
STATEMENT REGARDING BUDoETS OF CODE AUTHORITIES

This statement covers a very small part of the subject of the examination and
approval of budgets for the various code authorities under the jurisdiction of
the National Recovery Administration,

11t a local code authority, give nama of regiou or oity.
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STATISTICAL INFORMATION

A summary of the statistical information compiled and submitted for the record
shows the following:

1. A list, dated February 18, 1935, of 71 approved budgets which, prorated
to an annual basis, amount to $100,000 or more each, The total amount involved
is $38,362,207; 273 small budgets amount to $4,852,876; total amount on an
annual basis of 344 approved budgets, $43,215,083.

2. Analysis of code-authority salaries.

3. A summary of the progress made in budget examination up to March 15,
1085, This accounts for budget applicable to 551 basic or national codes und
195 supplementary codes.

The actual cost of administering the codes, say, for the period of 1934, is not
possible of determination. The various code authorities submitted budgets which
are only estimates of proposed expuudiiures covering various periods,  Some

eriods extended for & few months; others extended beyond December 31, 1934,

any codes were not approved until part of the ycar had passed, so that the
record of the year would not be complete as showing an annual cost for adminis.
tering all codes. Many budget periods did not begin with the effeetive date of
the code, a8 the code authorities operated on a voluntary basis for sume time and
only submitted budgets becausc the National Recovery Administration issued
administrative order X-36, which required that budgets be approved before code
authorities could request contributions in any way which stated or implied that
such payment is compulsory under the code. Consequently, some expenditures
had been made which are not accounted for in the budgets.

Budget estimates in many cuses are very far from {le actual results obtained
in the administration of the cude for the corresponding period,

Certain specinl features regarding code administration which is related to the
work of the Budget Scetion are discussed as follows;

MANDATORY ASBESSMENT PROVISIONS

A few of the codes utterly neglected to include any provisions for financial
support of code-authority activities, Various provisions were put'in codes hefore
there was any thought of standardizing such provisions, Finally, in July 1934, a
standard mandatory assessment provision, to be put in codes to be approved
thercafter if the code committees so desired, and to be inserted in other codes by
amendment if desired, was devised. ‘The essence of this ameudinent is a provision
for the submission and approval of tne Budget and basis of contribution and the
granting of the power for the code authority to take legal action to enforee collee-
tion of contributions if necessary. Copy is offered for this record (no, 1),

After the issuance of administrative order X-20, under date of April 14, and of
X-36, which was a revision thereof, on May 26, code authorities encountered
increasing resistance on the part of members of the industry in the payment of
their contributions.  The insertion of the mandatory-assessiment provisions in
the codes overcame to a great extent this resistance.  Additional information is
presented for the record (nos. 5 and 6),

LEGAL FEES

The Budget SBection has required that the code authorities indicate whether the
expenditures listed for legal fees cover contractual or contingent expenses,

"hat some provision be made for the expenditure of funds for legal services.
even on a contingeney basis, is wise is demonstrated by the experience of the cod
suthority for the men’s clothing industry, which found it necessary to employ
counsel in enforeing complinnee with wage provisions of the code.

INCOME FOR CODE AUTHOHRITY OFFICIALY FROM SOURCES OUTSIbE THI: CODE
AUTHORITY

Budget informutin shonld contain sfatements as to all part-time emiployees
regularly employed as such, with o statement of the amount of tine devoted
to code guthority work, the nature of the duties, and the eompensation therelor,
It the person involved receives salary from a trade association, in many cases the
actual amount paid is given, together with the time devoted to assoeiation work.

Of course, individuals serving more than one code authority on a salary basis
are required to submit details on all of their positions and the compensation
received ju euch, A spuecind report on this subject is offered (no. 7).
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The volume nf material included in the formal appraval of large budgets i8 80
great that no attempt has been made to submit in its entirety even one such
docket.  Summaries of a few cf the lurge budgets and a summary of the reports
gubmitted by a code authority operating on a veluntary basis are presented for
the record (nos. 8, 9, 10, 11, 12, and 13).

H. P. Vosg,

Chief Code Authorities Accounts Section,

Approved budgets over $100,000
{Adjusted to an annual basis]

Budget Bud Per-
get,

Industry or trade —=—| annua}l | Annusl sales gf}:“g:f
Natlonal | Reglonsl | 083l to sales

1, Lumber and timber products R 3310, 188. 79 $3, 738, 935. 81($4, 055, 124 0] .

2. Uenerat contracto 454, 100. 00] 2, 206, 100, 00| 2, 750, 200/$2, 000, D00, 000

3. Retail solid fuel. l67 000,00 2,497,366. 00| 2,654, 366 1,073, 000, 000,

4. Motor-vehlcle re 149,900.00 2, 144, 242. 00/ 2, 502,700 1, 745, 000, 000

6. Retuil lumber produc
114,000.00( 1,687,086.62] 1,801,088 365, 842, 000|

6. , 139, R49. 72| 575, 150. 28! 1,715, 000 ()

T 125, 000. 00 814, 283, 50| 1, 665, 47135, 742, 277, 000,

8 151,270, 00] 1,100, 881. 00 1,250, 838( 700, 000, 000

9. Commercial reliof prini 119, 925. 00, 5 ,'3913 00 1,071,978 [O]

10. Bitumineus cosl (spproved divisions). .| ...... ... 1,043,941, 00 1,043, 941 ()

1. Roofing snd  sheet-metul wulnutiug .

{construction) 203, 867, 88 453,000, 00] 985, 001 150, 000, 000
12, Buking........ 270, 000. 00| 630, 000, 00, 900, 000| 1, 000, 000, 000,
13. Crushed stone, ssnd, and gr

189, 500. 00| 046,001,000 771,785 109,000,000, .75

sl
Nonmetallic and daily newspaper pub-

14,
lishing and printing 185, 400, ¢ 440,216,00| 761, 539! [0}
15, Buitders' supply R S 128, 500, 00, B0, 391, 00 602 861 140, 000,000] .
16, W hulmnlenml retni) f'm(”r}« 181, 466. 00| 164, 398, 00 645, Ked [0} S

t7. Painting, paperhanging and dccomllnx

(construction) _ ... . ... ... 227,000, 00, 375,000.00] 602,000 126,000,000 .50
18, Muson eontractors' diviston (mn:truc

tion) ... ... - - 56, 450. 00 103, 55000/ 600, 000)
19, Coal and suit 248, 462. (0| 50,100, 005U, 12(
0. Men's clothing . “’5 000,00} ... L 50
2t Puper distributing. . ... 125,212, 20 308, 787,096, 494, 000)
22, Dress manufacturing - IB‘», 585, Q0] 33, 200, 00| 445 760)
23, Electrieal contracting 250, 400. 00) 436.100
24, Wholgsale tohucco 264,860.00] 410, 150
25, National retail drug_ . 173,679, 00 1397, 949
26. Motlon picture. . lls 02&0 00 241,320,00] 360, 000
%, Healing, piping, and nir Lnndltlunlm

(construction) . 163,750, 1) 153,740, 80| 335, 554 14
2, Wholesale automotive. . 3 .00
29, (‘onstructlon . .. 008
30, Cigar manunmmrhw . .10
31, Wholesale confectioners. . .13
32, Retoil rubber tire and battery .07
33, Retull menument .. - 108, 586, 50) 271, 485 40, 480,100 .68
81, Serap iron, ‘icnmmelﬂl nonferrous, te.. 258, 740, 00} 1, 300, 258,0680| 300, 000, .09
35, Foldivg pa 0X . 138,041, 51 l]? 265.60) 250, 307, 72,000,000 .35
3. Infants snd children’s wear manufactur-

] 114, 460, () 136,540.001 250,000 100,000,000 .25

125, 047, 58, 119,075.40 244,722 1,000,000, 000| .024
102, 300, 00 130, 300.00/ 232,600; 250,000,000/ .08
218, 201, 65 161,700. 00/ 227, 082 [0 7 Fr .
114, 250. (00) 107,800, 00 222,050] 180,000,000 .10
73,400. 0 141,375,001 214,775,  214,775,000{ .10
110, 486, 38) 24,000.00, 201, 729] 4, 000,000,000 . 0005
Y, 628, 00| 129 45,25 197,423 20, 352, 306) vy
9, 645, 00 7‘ 350,00, 190, 8850 100,000,0001 .18
179, 738. %0 ... .. 179, 73 a5, 000, 0001, 28
104,422,941 .- 171,571 .
1063 08| B8 a0z 168, 642 67, 000,000] .25
167, 520/ 14
161, 00U

K..o..
W, ]\\’ heut-flour milling
4. Fertilize
40, Candy !mmurnr(uring
41 Funeral service . .
42, Investment bankers .
43. Structursl-clay product

. Fur manufacturing
16, Hul manufacturing.. . .
46, Fabtieated metal ]vrnlluct
47, Lithographic printlog . ...

45, Undergnrment and nogliges N 144, 526, 1) 23,00 00, 7, 5 2, 000, 000;

49, Photo und ;\lmmI\anmg c.e . UO O, X m 000, m N, 60,000, 000) .2
. Men’s neckwear e '»(L N, 680. 00 (4
a1 SHK textle. .. .. Lo e eea R
2. Plolodngraving w81 ), 3
53, lmmlvummummont 07, 56, 00 (l)lﬁ

5. Canning .
A Funerad nunu]\
0, Hot- uP pnper-hea wanufacturiog..

88, 0560, 00
a7, Resdlfent flnor mnstruolmr (mn:tnl('-
Hony Lo ORI B & A0 11 8 1 L O 137, 309! 42,000, 0000 .33

! Noestimate nr,\nler volume nvulluhla Feb. 18, 1638,

145, 740) 04700033 22
L a67L k020000 40
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Approved budgets over $100,000—Continued

Budget Bud Per-
e,
Industry or trade —— - | ‘annual’ | Annusl sales bfg;::
National | Reglonal basiy to sales
88, Rayon and silk dyeing and printing. $07,830.00). . oieeannas. $135,660| 857, 113, 000
5. Merchondise warchousing. ... .. 103, 857, U4 0, (KN, GO du, GAT ) .
60, Ladies' haodb g o ... 4, 144, 0Y| 35,400, 1 50, K, 000

86, 912, 18 24, U87. 82

00, 000,
72, (40, (K) A4, 000, )

61, Merchant and custom talloring
42, Thuly newspaper publishing .
63. Boat and shoe manufacturing

¥

165, 1;00 000,
(I
33, 000, 000)

64, tiray tron fontndry. .. 42, 123, 40 15, 500 00 70, 000, 000
05. Wholesule dry good 00] 42, (HK), (1 625, 000, 00
68, Macaroni &

HR, (00, G 50, 000, 000
P 1, 200, 000, 00U
] ..

205, (00, 000
33, 600, 500
24, 000, 000

87. Whaolesale fro:
068, Wholesale conl
69, Bottled solt Hlnnk
70. Refractories. . ... - .
71, Wrecking and salvage... . ._.._. . ...

20, 000, (0
24, 650, 00)
06U, 0041, (0

Total an annual hasts. ... ) U (NP, 85,802, 207] .ol
Budgets for 273 additional industri
nual bASIS. .l e S RIR1PR . v IO R .

Tolal of all approved budgets on an-
nualbasis... ..o ... USRI SU 4.......1'.3‘215,Wi ..............

1 No estimate of sules vol'ime available Feb, 18, 1935,

Nore.—8ince many budgets were not approved on an annual basis, figures in the third column do not
always represent Lhie suimn of the first two rolumne,

Revorr oN CODE AUTHORITY SALARIER

Attached are the following schedules:

1. Table of approved budgets which have salaries of $10,000 & year or more.

2. Table showing name of employees receiving $20,000 or mere a year under
approved budgets.

3. Table showing number of code authority employees receiving $5,000 or
more, by salary groups.

These analysis are based upon a study of all budgets and bases of contribution
approved by the National Recovery Administration. The compensation paid by
code authorities whose budgets have not been officially approved by National
Reclove;ry Administration has not been included in either the tabulation or the
analysis.

It will be noted that only 13 individuals are receiving compensation of $20,000
or more per annum. Three of these are subject to qualification; one is now being
reduced; a sccond is partly charged to private funds of a trade association; the
third covers a contractual service arrangement.

Before the National Recovery Administration would approve a budget con-
taining & salary in the amount of $20,000, it was required that the code authority
demonstrate the unustual nature of the activitics of the code authority requiring
the payment of so large a salary.  In every case both the code authority and other
industry inembers have indicated ihai the incumbent is the most logical man in
the industry to hold the position. In many cases the incumbent has been
drafted by the industry and has made personal financial sacrifices in order to
accept the position.

TABULATION OF COMPENSATION (85,000 TO $20,000)

Examination of this schedule indicates that a great majority of code authority
officials are not receiving as much as $5,000.  Of the 591 approved budgets, 366 or
62 pereent do not contain salaries ss large as $3,000 (The 591 total covers a
number of sectional budgets grouped into national totals.)

Only 2256 approved budgets contain salaries of more than §5,000 a year.
These 225 code authoritics provide budgetary items of compensation in excess of
$5,000 per year for a total of 397 cxccutives. A great majority of the budgets
show compensation of less than $7,000 per annum. .

Code authority executives receiving in excess of $5,000 = year are usually heads
of large national organizations, employing many people. N
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TABLE [
|
Number of Chief ex-
Industry Number of | “egeahish. | Total budget| ecutives
employees | “mantg salary
600,000 | $600, 000,00 | $18,000.00
- . 24, 000. 00 12,000, 00
4,976 219, 000. 00 30, 000, 00
7,000 111, 850. 00 10, 000. 00
59 53,1711 11, 166, 65
800 222, 050. 00 10, 000, 08
Canning Industry......-. &0, 200 2,500 150, 12,000. 00
Cigar manufacturing... ... 58, 300 7,100 280, 160. 00 18, 000, 00
Coooa and chocolate manufacturing 5,7 55 53, 405, 30 12, 000. 00
Commercial rollef printing.....oooounnmeaccoi ool ....] 1,071,978,00 12, 500, 00
Cooking and heating applunw manumcturlnz . 9, 500 197 4, 975, 00 10, 000. 00
Cotton-cloth glove mauuti.ctur ng - Ty 000 | ermnnnnnn 24, 800, 00 10, 060, 00
Dress manufactur . 76, 700 2,080 445, 750, 00 20, 000, 00
EJeclr[ﬂal wntmctlng div ision of constraction indus
....................................................................... 436, 400, 00 10, 000, 60
babrlwccd Tmetal products manufacturiag aud metal
finishing and metal coating fndustr; 413 100 171,571, 00 18, 000, 0Q
Fuperal service industry....... 3 211. 775 00 10,000,
Gas npflmnce aud spparatus.. 10, 00 12,000, 00
Qeneral contructors ... ...... 2 "’u A)U o) 12, 500. 00
Graphic urts, national coordinating committ S, D), 0 12, (KX). 00
Gray iron {ndustry. 123, 346, 00 12, 600. 00
Hat manufacturing 1ndu=try. 80 30, 000, O
Toe fndustry. ooooainan 10, 00U, 00
Investment bankers. .. 20, 000. 60
Infants and chiidren’s 18, (0. 00
Ladjes’ handbag industry. 10, 400, 00
Graphie arts, division B-1, 18, 000. 00
Lumber and timber products industries. 14, 000. 00
Macaram [ndustry 15, 000. 00
Ma)onn 1456 {ndusti 12, 0. 00
Men'’s duthmg. R 25, 000. 00
Motion pleture 20, 000. 00
Motor mhlcle rcluil metropolitan New York dlstrlct 350, 000 12, 000. 00
Narrow fabrics. ... ....._. 18, 000 12,090. 00
National Tobacco Council 25,000. 00
Oxy-acetylens industry.. 10, 000. 0¢
Paint, varnish and lacquer mnnumtuﬁng Industry. ) 200 21, 000. 00
Amer]mn petroleum equipment. ... ... 2,100 12, 000. 00
Photo engraving, National Code Autborlty. 7,600 20, 000. 00
Photo engraving, 1\ ew York district - 11, 750. 00
Plumuni contracting..... .. 12, 800. 00
Printing-Ink manufacturing 11,077.00
Relractorles Industry...... 00 16,000, 00
Retall lumber products...... 3 { gj %gg
Retail rubber tire and hattery. 100, 000 12, 500. 00
Retall solld fusel:
Division 21... 10, 000. 00
Division 32.. 10,000, 00
Geperal retail trado.. 12,000. 00
Savings—building and 1000 88S0CIBLIODS -« +e”nmene-ecannanss.s 12,000. 00
Scrap Iron aud waste materials trade. . 10, 000. 00
Bet-up paper box. . - 40, 000 12, 000. 060
8ilk textile...... - 130, 500 28, 000. 00
8oap and glycerin_ . 14, 200 10, 000. 00
Textile procossing.. ... - 12,000 18, 000, 00
Undergarmeont and negligee. . 22, 50¢ 10, 000. 00
Valve and fittings manufactu 40, 600 10, 000. 00
Wheat-four miling..... 20, 000, 00
Wholesale confectivners 10, 400. 00
Wholesale dry gooda... 18, 000. 00
Wholesals fresh fruit an: lg, 000, 00
Wholesale tobacco trado. ... 1 w60 15 000,90
Coat and sult.. - 49, 900 2, 150 599,124.00 15,000. 00
Natlonal food and groc«ry (remll and wholessle)..... 075, uvl 309, 000 645, 864, 00 15, 000, 00
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TasLe Il.—Analysis of code authorily employee compensalion (820,000 per year

and over)
Annual Full time
Industry ainount of | annual com- Employee

budget pensation
Bituminous-coa) IndUstry. ... eeeneacenecccaaaas $216, 000 00 $30,000 | W. G, Crichton.
Southern subdivision no. 1 of diviston no. 1. e oo 30,000 [ W. A, Rlohards,
Dress manufacturing industry. 445,750 00 20,000 | B, H. Uitehell.
leg manufacturing fndust 170, 738, 80 130,000 | W. H. Ferry.
Iuvestment bankers.. 211, 080.72 20,000 | Rolln A. Wilbur,
Millinery industry... 565, 380, 12 20,000 | Max Meyer.
Mon's clothing industry - 450, 006. 00 25,000 | Georges L. Bell,
Motion leulura industey. . .| 360,000.00 20,000 | John C. Flynn,
National tobsceo counctl - 69, 800. 00 125,000 | Sigfrled F. Hart-

man.

Palnt, varnish and Lac juer manufacturlng industry. .. 73, 150. B8 21,000 | Ernest T. Trigg.
Photo-engruving industry. _. - 62, 560. 00 29,000 | Louls Flader,
Silk textile industry....... 158, 861, 47 125,000 | Peter Van Horn.
Wheat flour miliing trade. .. 4, 722.06 20,000 { Carl F. Diete,

1 Budget now proposed for new perlod shows compensatior. of $25,000 per year.

1 Serves 3 tobacco codes,  Salary representis contractusl service arrangement.

] Olnlzy‘ $15,000 pald by industry under budget for ¢0 percent of employees’ time. Balance pald by trade
assoclation,

TABLE I11.—T'abulation of code authority employee compensation (85,000 to $20,000
and over per year) compensation approved in 226 code authority budgets
Number of

code authority
employees

Aunnual rate:
$20,000 and over. .. .. _.._.
$19,000 to $19,9CH. . _.

$15,000 to $15,999. ...
$14,000 to $14,999

$11,000 to $11,999
$10,000 to $10,999
89,000 to $9,990 . _ e ceieanes
$8,000 10 $8,800_ .. _._......
$7,000 to $7,900. . ...
$6,000 to $6,909_ __ . ___ ...
$5,000 to $6,889 . ... ...

CORRECTION

Second paragraph should read: ““It will be noted that only 12 individusls are
receiving compensation of $20,000 or mnre per annum,”’

Table T (p. 4105-3) should show for Men’s Clothiny Code, chief exccutive
salary $10,000 instead of $26,000.

Teble IT should show Morris Greenberg receiving $10,000 instead of George
1., Bell, $25,000.

(The change was made carly in February upon expiration of an arrangement
made by the code authority prior to approval of the budget.)

Proaress oF BupeeT ArrrovaLs 70 March 15, 1935

According to the official statement submitted by the Code Record Section of
March 6, 1935, the National Recovery Administration has approved 551 codes
and 195 supplements,

The hudgetary status of the above codes has bren investigated and as of
March 15, 1935, budgets and bases of contribution lLave heen approved for 302
codes and 76 supplements leaviog a balance of 249 codes and 119 supplements
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not having approved budgets. Budgete are now in process for 116 codes and 47
supplements of the above group, leaving # total of 133 codes and 72 supplements
for which budgets have neither been submitted nor approved.

Of the codes having approved budgets additional budgets have been submitted
for 105 codes and 14 supplements.

At the present time, therefore, proposed budgets are now being considered
for & total of 221 codes and 61 supplements.

A reconciliation of the budgetary action upon the approved codes and supple-
ments is shown as follows;

Master Supple-
codes

ments
Budgets approved and additional budgets in process. 105 14
Rudgets approved; no additional budgets in proce: 197 62
No approved budget, bu in process............. 118 47
No action taken by the code suthority to submit 133 72
L U PPN 551 198

NEW PAGE §, MODEL CODE

(e) To make recommendations to the Administrator for the coordination of the
administration of this code and such other codes, if any, as may be related to or
affect members of the trade/industry.

(f) 1. It being found necessary in order to support the administration of this
code and to maintain the standards of fair competition established hereunder and
to cffectuate the policy of the act, the code authority is authorized:

(a) To insure such reasonable obligations as are necessary and proper for the
furegoing purposes, and to ineet such obligations out of funds which may
be raised as hereinafter provided and which shall be held in trust for the
purposcs of the code,

(b) To submit to the Administrator for his approval, subject to such notice
and opportunity to be heard as he may deem necessary (1) an itemized
budget of its estimated expenses for the foregoing purposes, and (2) an
equitable basis upon which the funds nccessary to support such budget ghall
be contributed by members of the trade/industry.

(¢) After such budget and basis of contribution have been approved by the
Administrator, to determine and obtain equitable contribution as above set
forth by all members of the trade/industry, and to that end, if necessary, to insti-
tute legal proceedings thercfor in its own name.

2. Each member of the trade/industry shall pay his or its equitable contribu-
tion to the expenses of the maintenance of the code authority, determined as here-
inabove provided, and subject to rules and regulations pertaining thereto fssued
by the Administrator, Only members of the trade/industry complying with the
code aud contributing to the expenses of its administration as hereinabove pro-
vided (unless duly exempted from muking such contributions), shall be entitled
to participate in the selection of meinhers of the code authority or to receive the
benefits of any of its voluntary activitics or to make use of any ¢mblem or insignia
of the National Recovery Administration.

3. The code authority shall nefther incur nor pay any obligation substantially
in excess of the amount thereof as estimated in its approved budget; and shall in
no ¢vent exceed the total amount contained in the approved budget except upen
approval of the Administrator; and no subsequent budget sl:all contain any de-
ficieney item for expenditures in cxcess of prior budget estimates except those
which the Administrator shall have so approved.

(g) (This subsection hay been eliminated.)

NartioNaL RecovERY ADMINISTRATION HanpLING OF COpE EXPENDITURES AND
CONTRIBUTIONS

Audits or reports of the expenditures of all code authorities are required by
National Recovery Administration. The majority of ccdes provide for manda-
tory contributions tc be collected from every business establishment coming fully
under a particular vode, but audits or reports are also required to be submitted in
connection with codes providing for voluntary contributions.

119782 - 36 —r1 6- -~ 87
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National Recovery Administration, in exercising its supervision over finances
of code authorities, has set up machinery to determine the need for expenditures
proposed, and the justice of the basis upon which contributions are assessed and
whetherdthe disbursement of funds has been in accordance with the budget
approved.

Originally it was beliecved that most code authorities could easily finance their
necessary operations on an equitable and satisfactory voluntary basis which would
involve no Government supervision or assistance.

It soon became apparent, however, that in some industries a portion of the
establishments covered would not contribute voluntarily, the burden being left
upbn those which realized the necessity of making the code fully effective. 'This
situation was unfair and could not last. Therefore provisions requiring that cach
member of a given industry contribute his proportionate share of expenses to
administration of his own code were added to codes.

In some codes, notably those covering the garment industries, the problem was
automatically solved by the requirecment that a label be affixed to each product
manufactured by the industry. The label was a symbol of, and a check on, com-
pliance with the labor provisions of the code. Labels were issued by the code
Authority at cost of manufacture and administration. The basis of contribution
was a proportionate and fair one since each manufacturer paid for as many labels
as his volume of sales reguired. This type of provisions could not be used, how-
ever, except in industries producing goods suitahle to label display.

The mandatory contributions provisions finally were extended to all industries
which desired them. A large number of codes were amended accordingly, after
specific opportunity had been given for every member of each industry to record
any opposition to the plan.

As a condition to giving code authorities the assistance of Government in the
financing of their operations, National Recovery Administration required thet
the basis on which contributions were based and a statement of all expenditures
proposed to be made, be submitted for review and approval,  Collection was not
sanctioned until this approval was obtained.

Having once given approval of this procedure, and pavient being a require.
ment of the codes, it was incumbent upon National Recovery Administration to
take such measures as were possible to assist in collection from those who still
would not contribute. This was especially necessary because National Recovery
Admniinistration flatly veloed all collection methods which might have been
interpreted as oppressive.

At this point the responsibility required that the administration set up a special
budget audit nnit to check all expenditures and pass only those which fully squared
with a sound public trusteeship, requiring restitution of all funds not properly
accounted for. Evervthing possible was done to reduee or climinate bhilling of
one establishment by more than one code authority, and each noncontributor
was assured full opportunity to objeet and justify his opposition to payment
before any action against him was permitted.

A survey of the codes has shown that actual code administration expenditures,
including mandatory and voluntary contributions, do not exceed $11,400,000.
Such code budgets as could be related to the industry’s volume of sales showed
that code expenditures did not exceed ten sixty-tifths of 1 percent of the dollar
volume of sales, This result was obtained after climinating from ealculations
six of the largest codes whose assessment rate was so low as to bring the average
down to one-nineteenth of 1 percent.

Of the industries with provision for mandatory contributions, whieh relnte to
voluie of sales, only 84 have an asscssment rate excecding onc-half of 1 pereent
on sales.  Only 14 of these cqual, or barely exceed, a rate of 1 percent, and these
industrics are so very sinall that the cost of maintaining code organizations of
their own is naturally high.

A rate of one-half of 1 percent has been regarded as a normal! maximum in the
consideration of budgets,  Likewise all salavies of any size have been regarded
a9 requiring justitication before they could be approved,

The higher salaries which have been passed were justified as being aceeptable
to the industry as a whole, as being warranted both in the nature of responsibility
involved and the caliber of the man chosen for the position.  Several of these
higher paid individuals actually have been drafted by the industry at some
financial sacrifice to themselves.

In a large mumber of instances, where proposed salaries, after investigation,
did not appear warranted, these have been scaled down by National Recovery
Administration as a condition to approval of the budget.
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One outstanding fact in relation to these budgets and National Recovery
Administration handling of them is that they constituted a new venture for many
of the industries. However, the best data available was used in preparing esti-
mates of funds needed. Material scaling down of expenditures and contributions
has resulted as first budgets ran out and new ones were approved.

ManpaTorY CONTRIBUTIONS TO CODE AUTHORITIER

AUTHORITY

Executive Order No. 6678, dated April 14, 1934, approved the inclusion of a
provision in a code authorizing a code authority to sceure equitable contribution,
by all members of the industry and, if necessary, to institute legal proceedings
therefor in its own name.

The order provides that only menibers of the industry complying with the code
and contributing to the expenses of its administration shall be entitled to make
xse of any emblem or insignia of the National Recovery Administration (exhibit

Administrative Order No. N-36.—Administrative procedure designed to carry
out the intent of Executive Order No. 6678 was first approved April 14, 1934,
This procedure was revised by Administrative Order No. X- 36, dated M'ay 26,
1934, which is still in effect.

The last-mentioned order provides that a code authority may not demand a
contribution from an industry memboer until—

(1) The code contains a provision whereunder nonpayment of equitable con-
tribution is in violation of the code, or whercunder a legal obligation to pay the
same has been created; and

(2) National Recovery Administration has approved an itemized budget of
auch expenses and an equitable hasis of contribution thereto.

It also provides that, before the code authority may institute civil suit or hefore
National Recovery Administration may remove the ‘““blue cagle”’, the code author-
ity must have met the requirements stated in paragraphs (1) and (2) above and
further must have —

(1) Given notice of contribution in substantially the form approved by Na-
tional Recovery Administration, which, among other things, inform the industry
member of his right to protest payment on stated grounds;

(2) That the member after 30 days after receipt of notice has failed to pay the
amount due; and

(3) That the industry member has not filed protest with the code authority
or National Recovery Administration (exhibit B).

POLICY DETERMINATION

Office memorandum 340 dated February 27, 1935, established the Code Con-
tributions Board. The Code Contributions Board directs the disposition of all
protests against payment of code contributions and all eertificates of nonpayment
to code contributions filed in accordance with Administrative Order No. X-36;
except that the nuthoritg to deprive industry members of their privileges either
to display or to use the *“blue engle’” or National Recovery Administration labels,
or to participate in work financed in whole or in part by Federal funds, or in
appropriste cases of restoring such priviloges continues under the Compliance
and Enforcement Dircctor (exhibit C).

PROCEDURE
1. Certificates

Certificates of nonpayment of contribution received from ¢ode authorities are
checked by the Contributions Section of the Compliance Division for—

(a) The mandatory nature of the sassessment provision in each code.

(b) Whether the mandatory assessment amendment was proxcrly noticed.

(c) Whether the code authority has been recognized by the Adminiscration.

(d) Whether the budget and hasis of assessment have been approved by the
Administration.

(e) Whether the budget and buasis of assessment have been properly noticed.
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(f) Whether the budget and basis of assessment were noticed concurrently
with or subsequent to the mandatory assesstaent provision.

(g) Whether the ‘‘ Notice of contribution due’ sent by the code authority to
the industry member was in substantial agreement with the approved form.

(k) Termination of exemption granted by paragraph III of Administrative
Order X-86, by Administrative Order X-78, and Administrative Order X--131.

(1) To ascertain if industry member has filcd protest.

2. Certificates unaccompanied by prolest or where prolest has been overruled

If all of the administrative requirements have been met, the contributions
section in cooperation with the code authority and in consullation with the
Deputy Administrator concerned prepares the text of a general letter (exhibit D),

If the general letter does not prove effective in a particular case, steps may be
taken to—

(a) Remove the ‘‘blue eagle.”’
(b) Certify noncompliance to Government purchasing agencies.
(¢) Authorize the code authority to bring civil suit.

(a) Kemoval of ‘‘blue eagle.’—-Whenever a code authority has met all adminis-
trative requirements and asks that an industry member’s “blue eagle’” be re-
moved, the contributions section sends the industry member by registered mail
a letter putting him on notice that his ““blue eagle’’ is in jeopardy and telling him
that if satisfactory arrangements are not made with his code authority within
10 days his ‘‘blue eagle'’ will be removed (exhibit E). If this letter is not efective
another letter directing the surrender of all National Recovery Administrative
insignia to the local postmaster is sent., When the ‘‘blue eagle’’ is removed the
local postmaster, the code authority, the State National Recovery Administra-
tive compliance director and the regional National Recovery Administration
director are informed.

(b) Government coniracte,.—Where certification of the fact of noncompliance
with the contribution provision of a code seems the most effective means of gaining
cowmpliance, all of the steps outlined above for the removal of the ‘'blue eagle’
are followed up to and including the registered letter placing the industry member
on notice that he will be certified to Government purchasing agencies.

(¢) Civil suit by code authorities.—Here sgain the industry member is put on
notice by registered mail that the action may be takeu against him. Civil suit
may be authorized alone or in conjunction with ‘““blue eaxle’” removal or with
action relative to Government contracta. L

Authorization by the Administration to code authorities to bring civil suil is
required by memorandum of December 20, 1934 (exhibit F).

3. Protesta

The *Notice of contribution due’” sent by code authorities must inform the
industry member of his right to protest on stated grounds. The grounds for
prutest stated in the approved notice are ‘‘that the basis of .contribution as
approved is unjust as applied to you, or is not being followed in your case, or
that you have already contributed to the expenses of administration of another
code, which other code embraces your principal line of business, and the National
Recovery Administration has not granted any order requiring your contribution
to the expenses of administration of this code, or on any other valid grounds.
Any such protest filed by you must be accompanied by supporting facts.”

en a protest is rcceived in the Contributions Section it is examined to
ascertain if 1t i8 made pursuant to Administrative Order X-36. Protests alleging
hardship have been held by the Code Contributions Board to come within the
meaning of X-36.

Objections requiring no policy decision such as a statement that a concern was
not in business during the period :overed by the assessment, ave replied to by the
Contributions Scetion.

Another group of protests alleging for cxample that the National Industrial
Recovery Administration or the code is unconatitutional, that the individual did
not sign the code, that tho code authority is not representative, or that the code
has not proved a bencfit are replicd to by the Contibutions Scction under state-
il’xentg of policy and authority delegated to the Section by the Code Contributions

oard.

All protests requiring policy decision on the merits of the case are presented
to the Code Contributions Board for determination. The decision of the Board
is carried out by the Contributions Section.
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ACTION TAKEN

Up to the weck ended Mareh 2, 1935, 60,651 valld certificates of nonpayment
of contribution were received by the contributions section and 58,6656 general
letters (exhibit B) were sent out by the section, ‘‘Blue eagles’’ were removed
from 208 delinquent industry members. .

The letters sent were on behalf of 70 code authorities who had met all admin-
istrative requirements,

REBULTS

Under date of Murch 4 all code authoritles with whom the contributions
gection had cooperated werc asked to report results within 10 days. Only a
few of these reports are in hand. The following are merely taken from the few
reports we have received: .

A. Resulls of general leiter—The National Retail Solid Fuel Code Authority
advises that the 12,600 general letters and small number of ‘‘blue eagle” re-
movals have brought in contributions to the extent of approximately $150,000.

The Code Authority for the Graphic Arts Code, A-1, reports that from the
7,000 general letters written by the contributions section 1,000 industry mem-
bers have paid in full and an additional 1,000 have made partial payments,

The Crushed Stone, Sand, and Gravel, and Slag Industries Code Authority
advises that from 1,202 letters sent, 338 firms have paid in full in the amount cf
$10,672.82 and 62 firms have paid partially in the amount of $1,441.46.

The Code Authority for the Preserves and Maraschino Cherry Industry ad-
vises thet from 78 general letters sant $2,24%.20 was received, constituting over
50 IE-ercent. of the outstanding delinquencies at the time the letter was sent.

. Resulls of regietered lefler—The Retail Lumber and Building Materials
Code Authority reports that it has received payment on delinquent eode con-
tributions to the extent of at least $100,000 as a result of the asaistance of the
contributions section. Thiz National Code Authority states that early in
November 1934 its local agencics were inadequately financed and ag a result code
administration was in jeopardy. Relatively few general letters, 38, were sent to
members of this industry. A larger number of letters informing the industry
members that their ‘‘blue eagles’’ were in jeopardy were sent. The Code Au-
thority roports an improved morale in the organization, an improved compliance
with the substantive provisions of the code, and a number of other benefits.

Commercial Relief rinting {Division A-1 of Graphic Arts) reports that the
“blue eagle” letter has obtained the best results. Of 64 sent out recently 20
firms have paid in full and 10 more in part.

ExHiBIiT A

BXECUT{VE ORDER MAKING PROVISION FOR A CLAUBE IN CODES OF FAL{ COMPETI-
TION RELATING TO COLLECTION OF EXPENSES OF CUODE ADMINISTRATION

'BI'Y virtue of and pursuant to the authority vested in me under the provisions
of Title I of the National Industrial Recovery Act of Junc 16, 1933 (ch. 90, 48
Stat. 195), and in order to effectuate the purposes of said Title, I hereby order
that the following clause or any appropriate modification thereof shall becomo
effcctive as a part of any code of fair competition approved under said Title,
upon applieation thercfor (1) pursuant to the provisions of the codo relating
to amendments thereto or (2) by one or more trade or industiial associations
or groups truly representative of the trade or industry or subdivision thereof
covered bi; the code, if the Administrator for Industrial Recovery shall find that
approval by him of such clause is necessary in order to cffectuate the polioy of
Title I of said Act:

1. It being found neeessary, in order to support the adwinistration of {his Code
and to maintain the standards of fair competition established by this Code and
to effectuate the policy of the Act, the Code Authority is authorized, subjeet to
tho approval of the Administrator:

(w) To ineur such reasonable obligations as are necessary and proper for the
foregoing purposcs and to meet such obligations out of funds whieh may be raised
t(\}s gcminafter provided and which shall be held in trust for the purposes of the

ode;

(b) To submit to the Adwministrator for his approval, suhject to sueh notice
and opportunity to be heard as he may deem necessary, (1) an itemized budget of
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its estimated expenses for the foregoing purposes, and (2) an equitable basis upon
which the funds necessary to support such budget shall be contributed by members
of the Industry;

(c) After such budget and basis of contribution have been approved by the
Administrator, to determine and secure cquitable contribution as above set forth
by all such members of the Industry, and to that end, if necessary, to institute
legal proceedings therefor in its own name,

2. Only members of the Industry complying with the Code and contributing
to the expenses of its administration as provided in Section t hereof shall be en-
titldd to participate in the selection of the members of the Code Authority or to
receive the benefit of its voluntary activities or to make use of any emblem or
insignia of the National Recovery Administration.

FrANKLIN D, RoosEVELT,

Approval recommended:

HucgH 8. Jounson,
Administrator.
By G. A. Lyncn,
Administrative Officer.
Tee Wuite Housg, April 14, 1934.

(No. 6678)

ExHiriT B

ADMINISTRATIVE ORDER NO. X—-63, GOVERNING COLLECTION OF EXPENSES OF
CODE ADMINISTRATION

By virtue of the authority vested in me under title I of the National Industrial
Recovery Act and to supplement Executive Order No. 6678, dated April 14, 1934,
I hereby prescribe the following regulations and grant the following exemptions,
viz:

I. In no case hereafter shall any code authority, directly or through a trade
asgociation or other agency, request or demand from any member of a trade or
industry, a contribution to its expenses of code administration in & manner which
states or implies that such payment is compulsory under the code unless—

(1) The code contains a provision whercunder nonpayment of such equitable
contribution is in violation of the code, or whereunder a legal obligation to pay
the same has been created; and

(2) The Administrator has approved an itemized budget of such expenes and
an equitable basis of contribution thereto.

II. No code autbority shall hereafter institute or cause to be instituted any
legal proceedings in respect of the nonpayment of any such equitable contribution
unless the requirements of subparagraphs (1) and (2) of the preceding paragraph
I have been met, and unless the code authority or its duly authorized ageney shall
Lave certified to National Recovery Administration, in substantially the form
attached hereto and designated *‘Certificate of nonpayment of contribution”,
as follows:

(1) That it has given such member notice of contribution duc in substantially
the form attached hereto and designated ‘ Notice of contribution due.”

That such member after 30 days after receipt of notice has failed to pay
the amount due as specified therein.

(3) That such member has not filed with such authorized agency or with the
national code authority within 15 days from the receipt of the notice, a protest
againgt the contribution on any of the grounds set forth in said ‘‘Notice of con-
tribution due” giv~n such member and that it has been informed by Nationa!
Recovery Administration that no such protest has been filed with National
Recovery Administration within such period, or that any such protest, if filed,
has heen overruled by National Recovery Administration.

IIX. Pending determinations by National Recovery Administration with
respeet to specific codes upon cause shown by a code authority or otherwise,
every member of a trade or industry is hereby exempted from any ohligation to
contribute to the expenses of administration of any code or codes other than the
code for the trade or industry which embraces his principal line of business, pro-
vided that he shall submit such information and comply with such regulations
with msp"i“:t to such exemption as National Recovery Administration may require
or prescribe.
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IV. No member of a trade or industry shall be deprived of the right to display
& “‘blue cagle”’ because of nonpayment of his equitable contribution to expenses
of code administration, unless the requirements of subparagraph (1) and (2) of
paragraph I of this order have been met, and unless National Recovery Adminis-
tration shall determine that the procedure outlined in subparagraphs (1), (2), and
(3) of paragraph J1 has been sufficiently complied with.

V. Nothing in this order shall invalidate any contribution heretofore made by
any member of a trade or industry to the expenses of administration of any code.

VI. Administrative Order No. X-20, dated April 14, 1934, and entitled *‘ Regu-
lations Governing Collection of Expenses of Code Administration” is hereby
rescinded.

Huan S. JonnsoN,
Admainistrator for Indusirial Recovery.
WasHiNgTON, D. C., May 26, 1934.

To: Compliance Division, National Recovery Administration, Washington, D. C.

CERTIFICATE OF NONPAYMENT OF CONTRIBUTION

................................ Code
The undersigned certifies that—
1. The respondent. o . o e
(Neame and address)
is subject to the Code for the. ... .. i caccacan
Trade/Industry.

2. The undersigned is the agency authorized pursuant to such code to collect
cogtributions from the respondent to expenses of administration of the above
code.

3.0n L.l , 1934, the undersigned gave to the ahove-named
respondent notice of contribution due, a copy of which notice is attached hereto,
by (here indicate manner of giving notice, whether by mail, personal service, or
otherwise).

4. The respondent after 30 days from receipt of such notice has failed to pay
the amount due as required in such notice.

5. (@) The respondent has not within 15 days of the receipt of the notice filed
with the undersigned or with the National Code Authority a protest against the
contribution on any of the grounds set forth in the attached copy of notice, and
the undersigned hias been informed by National Recovery Administration that
no such protest has been filed with National Recovery Administration within
such period; or

(h) 1f such protest has been filed, such protest has been overruled by National
Recovery Administration,

(Title)
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(Date of notice sent)
(Nuame of member)

NOTICE OF CONTRIBUTION DUE

1. The Administrator for Industrial Recovery has approved the plan for
budget and equitable basis for contribution submitted by the code authority of
the - . trade/industry. Such approved basis of contribution
and the pertinent code provisions are set forth on the reverse side of this notice.
Coples of said budget are available at the office of the undersigned agency.
2. Upon such_basis the amount of your contribution to such expenses is
[ S . {Inlieu of the foregoing there may be inserted here the method by
whieh the contribution of the individual member of the industry should be
calculated.)

3. Your contribution is due and payable upon receipt of this notice., Your
attentlon is called to the fact that failure to make payment thereof within thirty
(30) days renders you liable to appropriate legal proceedings.

4, Your attention is further called to the fact that you have the right to file a
protest sgainst the payment of such contribution with the undersigned agency or
with the national code authority or with the contribution section of the Com-
pliance Division, National Recovery Administration, Washmgton, D. C, at any
time within fifteen (15) days from the receipt of this notice. Such protest may
be on the ground thnt the basis of contribution as approved is unjust as apphed
to you, or is not being followed in your case, or that you have already contributed
to the expenses of administration of another code, which other code embraces
your principal line of business, and National Recovery Administration, has not
granted any order requiring your contribution to the expenses of admimstratxon
of this code, or on any other valid ground. Any such protest filed by you must
be accompanied by supporting facts.

(Authorized agenoy)
(Cr appropriate official ard title)

Exnsir C

OFFICE MEMORANDUM NO, 340!, FEBRUARY 27, 1936, CODE CONTRIBUTIONS BOARD

1. The Code Contributions Board is hereby established.

2. Membership:

The Code Contributions Board will consist of three members as follows:

(@) The Code Administration Director, or whom he may appoint, chairman,

(b) The Assistant to the Adiuinistrative Officer in charge of budgets and bases
of assessment, or whom he raay appoint.

(¢) The Chief of the Compliance Division, or whom he may appoint.

3. Functions:

The Code Contributions Board will be responsible for and will dircet the dis-
position of all protests against payment of code contributions and all certificates
of nonpayment of cude contributions filed in accordance with Administrative
Order No, X--36; except that the autlxontw to (lepnve industry members of their
privileges either to (hsplay or use the ¢ ‘blue eagle” or National Recovery Admin-
istration labcels, or to participate in work financed in whole or in part by Federal
funds, or in appropriate cases of restoring such privileges, will continue under the
Compliance and Enforcement Director.

By direction of the National Industrial Recovery Board:

W. A. HarrimaN, Administrative Officer.

! NoTE.—Tte of this dum will be incorporated in the National Recovery Adminis
tration Office Mnnunl under “ Organization—NR A—~Part [—2000"* when released In office manual form.
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Exuisir D

GENERAL LETTER

GentrLEMEN: The National Code Authority for the Commercial Fixture
Industry has certified to this Division your failure to remit your equitable
contribution toward the cost of administering this code.

It appears from an examination of our records that your code authority has
complied with the requirements of the several administrative orders relating to
the collection of contributions, which, under the provisions of your code (art. VI,
sec. 10, Par. (f), as amended) are mandatory upon all members of the industry.

You will realize that your national code authority and the several reglonal
agencies now being established throughout the country can give an cfficient
administration of the code only if you, in turn, give your prompt and adequate
financial support.

Many members of your industry have already contributed their share to the
cost of code administration. It is only fair that this cost should be borne equally
by all members. To accomplish this end, the Administration is ready to assist
the code authority in collecting from any who have not as yet contributed.

We are directing your attention to this matter and withholding action for the
time being in the belief that you desire to cooperate and that you will promptly
send your check for the amount due to the national code authority at 1620
South TForty-ninth Street, Philadelphia, Pa.

Very truly yours
Y ' ComrrLiaNcE Division,
By W. M. GaLviN.

(NotEe.—This letter, with the variations attached, represents the only approved
form used Ly National Recovery Administiration.)

GENTLEMEN: The National Code Authority for Daily and Non-Metropolitan
Newspapers and your regional agency cannot give you efficient code administra-~
tion unless you, in turn, give them prompt and adequate financial support.

To assure such support, the members of this industry added a mandatory con-
tribution provision to the code, by an amendment which clearly established a
legal obligation on the part of each member to pay a fair share of the eost of
administration. The budget and basis of contribution were approved, however,
prior to the inclusion of the amendment, and this administration considered that
in fairness to all concerned an opportunity to file objections either to the amount
of the budget or the basis on which it was to be raised, should be given at a time
subsequent, rather than prior to the mandatory amendment. '

Accordingly the budget and basis of contribution were renoticed to the indus-
try, and no objections, requiring alternation of either, having been received,
administrative order 287-396, dated November 30, 1934, became effective
December 12, 1934.  This order constitutes a reapproval of the original budget
and basis of contribution, and the administration is now prepared to assist the
code authority in colleeting this budget.

Quite clearly, the maximum benefits of self-government as provided for in
vour code ean only be obtained if your regional ageney and national code authority
are able to concentrate on industry preblems.  Any delinquency requires time
and attention which could otherwise be devoted te giving you a more eflicient
administration of the code.

May we count on you to take care of your contribution by January 157  Your
regional agency’s full address I8 - - oo oo e ool

Very truly yours,
CompLIANCE Diviston,
By W. M. GaLvin,

JANuARY 22, 1935,
P. J. Jounson,
Elizabeth, N. J.

GextremeN: The National Code Authority for the Wiping Cloth Industry
has certified to this Division your failure to remit your equitable contribution
toward the cost of administering this code.

It appears from an examination of our records that your code authority has
complied with the requirements of the several administrative orders relating to
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the collection of contribution which, under the provisions of your code (art. VI,
sec. b) as amended, are mandatory upon all members of the industry.

You will realize that your national code authority and the several regional
agencies now being established throughout the country can give an efficient
administration of the code only if you, in turn, give your prompt and adequate
financial support,

Many members of your industry have alrecady contributed their share to the
cost of code administration. It is only fair that this obligation should be borne
eqpitably by all members. To accomplish this end, the administration is ready
to assist the cocle authority in collecting from any who have not as yet contributed,

We are directing your attention to this matter and withholding action for the
time being in the belief that you desire to cooperate and that you will promptly
send your check for the amount duce to the National Code Authority at 32 West
Rando]sh Street, Chicago, Il

ery truly yours,
CoMPLIANCE DIVISION,
By W. M. Gavvin.

HANDBAG FRAME MANUFACTURING

GenTLEMEN: The National Code Authority for the Handbag Frame Manu-
facturing Industry has certified to this Division that you have neither paid your
equitable contribution, computed on the basis of one-half (35) of 1 percent {1%)
of your net sales for 1934, payable weekly, toward the cost of administering the
code, nor have you filed any protest against such payment in accordance with the
terms of paragraph 4 of the notice of contribution due, sent you by the code
authority.

The provisions of your code (art. IV, sec. 5) create a legal obligation on the
part of each member of the industry to contribute his equitable share to the cost
of code administration.

You will realize that vour national code authority can give you an efficient
administration of the code only if you, in turn, give you prompt and adequate
financial support. Most of the members of vour industry have already done
this, and it is only fair that the remainder similarly contribute.

To accomplish this result, the administration is prepared, if necessary, to
deprive delinquents of ‘‘blue engle” privileges and to authorize the code au-
thority to institute civil proceedings for the amount due.

We are directing yvour attention to this matter and withholding any action
until February 1, 1935, in the belief that you will desire to cooperate with your
code authority, and that you will either send vour cheek for the amount due or
make some satisfactory arrangement for payment of same with your code au-
thority at 291 Broadway, New York, N. Y.

Very truty yours,
CoMrLiaNce DivisIoN,
By W. M. Gauvin.

JaNvary 9, 1935.
PriNTERY oF Geo. L. Crarp,
Framingham, Mass.

GentTLEMEN: The Code Authority for the Commerical Relief Printing Indus-
try reports that you have not paid your share of the cost of code administration.
The code authority informs us thal you were sent notice of this obligation more
than 30 days ago, that you were given an opportunity to protest if you felt the
contribution was unfair or unjustified, and that no such protest was filed.

Your code authority is responsible for the proper administration of the code
for your industry, which provides, in substance, that the code authority shall
obtain equitable contributions from all establishments under the code and may,
if necessary, institute legal proceedings to do so. Your code cannot be of maxi-
mum benefit to you unless you, along with the other members of the industry,
pay your share of the cost. .

n the belief that you will send your contribution to your code authority
promptly, both the Administration and the code authority are withholding any
further action for 10 days.

Sincerely,
. W. M. GauviN, Compliance Division.
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(Date)
Name or CoMPANY,
Address.

GenTLeMeN: The Code Authority of the Fabricated Metal Products Manu-
facturing and Metal Finishing and Metal Coating Industry, 729 Fiftecenth Street,
NW., Washington, D. C., reporis that you have not paid your share of the cost
of code administration. This agency further informs us that you were sent
notice of this obligation more than 30 days ago, that you were given an oppor-
tunity to protest if you felt the contribution was unfair or unjustified, and that
no such protest was received by it.

Your code authority is responsible for the proper administration of the code
for your industry, which provides, in substance, that the cude authority shall
obtain equitable contributions from all establishinents under the code and may,
if necessary, institute legal proceedings to do so.  Your code cannot be of maxi-
mum benefit to you unless you, along with the other members of the industry,
pay vour share of the cost.

1t 'sLould be clearly understood that failure to pay this code-authority contri-
bution constitutes a violation of the code, and when such assessments have not
been paid, you cannot in entering into contracts with the United States Govern-
ment truthfully sign the certificate of compliance required with these eontracts
indicating that you are in full compliance with this code,

The privilege of using National Recovery Administration insignia is contingent
upon compliance with your code and may be withdrawn upon administrative
finding of noncompliance.

In the belief that you will send your contribhution to your code authority

romptly, the administration is withholding any further action for the time
eing.
Sincerely,
CompriaNCE Division,
By W. M. GaLnviw,

Exsipir E

REGISTERED LETTER

(Date)
Name oF Coumpany,
Address.
GenTLEMEN: The Regional Code Authority for the Commercial Relief Printing
Industry ool , reports that you have not paid your

(Address)

share of the cost of administration of the Graphic Arts Code. You were sent
notice of this obligation more than 30 days ago, you were given an opportunity
to protest if you felt the contribution was unfair or unjustitied, and you received
notice from this Administration that the code authority may, if necessary, under
the code institute legal procecdings to obtain equitable contributions from all
establishments.

Action in your case was withheld for 10 days by hoth vour code authority and
the Administration in the belief that you would seud in vour contribution.

We must advise that if by .- ... .. Bae T , your have not paid yvour

Ate,
eguitable share in the administration of the code, as duly levied by your code
authority, or unless you have made satisfactory arrangements with your code
authority for such payment, the Administration will forthwith remove your
“bluc eagle’, will certify to your code authority and to agencies dishursing Federal
funds, that vou are not in compliance with the code of your industry, and will
authorize appropriate civil proceedings.
Very truly vours,
Compriance Division,
By W. M. Garvin,
Registered mail, relurn receipt requested.
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“ALUE EAGLE "’ REMOVAL LE