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FOREWORD

Under authority of Senate Resolution 335, Seventieth Congress,
second session, the United States Senate Finance Committee, for the
purpose of investigating the effects of the operation of the tariff act
of 1922 and the proposed readjustments as set out in House bill 2667,
commenced general tariff hearings on June 13, 1929, pursuant to the
following public notice authorized by the committee on June 7, 1929:

Dates of hearings and tariff subcommitices
Schedules | Date to commence Subcommittees

Subcommitiee No. 1, room 212 Senate Office Bullding

Smoot, chairman, Reed, Edge, King, and Barkley.
Edge, chairman, Smoot, Reed, King, and Barkley,

1, Chemicals, oils,and palnts.! June 14
2. Earths, earthenware, and | June 19

lassware.
3. Mgtals and manufactures | June 2......c.... Reed, chairman, Smoot, Edge, King, and Barkley.
of. Subcommitiee No. £, room 312 Senate Office Building
6. Tobacco and manulac- | June 13......... ..| 8hortridge, chalrman, Smoot, Watson, Hatrlson,
tures of. and Connally.
8. Spirits, wines, and other | June 14........... Shortridge, chalrman, Smoot, Watson, Harrison,
and Connal}

8VOrnges. y.
7. Agricultural products and Watson, chairman, Smoot, Shortridge, Harrison,
provisions, and Connally.

5, Sugar, molasses, and Smoot, chairman, Watson, Shortridge, Harrison,
manufactures of. | and Connally.
1 Subcommittee No. 3, room 301 Senate Office Bullding

9. Cotton manufactures...... June 14 ' Blng(}luhm, chalrman, Greene, Sackett, Simmons,
i _and George.
10; Flax, hemp, jute, and | June19  Qreene, chairman, Bingham, Sackett, Simmons,
manufactures of. i _and George.
11, Wool and manufactures of.; June 24........ onai Bingmbm, c;mlrmau, Qreene, Sackett, Slmmons,
. and George,
12; 8ilk and silk goods. ....... VJuly1(@p.m)).... Saclllxelt eoc;léglrman, QGreene, Bingham, Simmons,
H ;8 A
13. Rayon manufactures...... ' July8....c........! Sackett, chairman, Greene, Bingham, Simmons,
: I and George.
i { Subcommitlee No. 4, room 418 Senate Office Bullding
+4, Papersand books......... 1 June 13...........; Deneen, chairman, Couzens, Keyes, Walsh (Mass.),
. and Thomas (Okla.).
.« Wood and manufacturesof.| June 17........... Couzens, chafrman, Deneen, Keyes, Walsh (Mass.),
and Thomas (Okia. .
1%, BundtleS.ccacccasonanncena June 25..... Royes, chairman, Couzens, Deneen, Walsh (Mass.),
and Thomas (Okla.).

Norz.—Hearings on * Valuation” will be conducted before the full committee June 12, All meetings
'+ill commenoe at 9.30 a. m. unless otherwise noted. Hearings on free list, administrative and miscellaneous
provisions will be conducted before full committee at the conclusion of the subcommittee hearings,

Hearings on the free list began before the full committee on July
11, 1929, at 2 p. m. At the conclusion of the hearings for that day
the committee unanimously decided to have the remaining witnesses
on the free list appear before the above subcommittees before which
they would have been heard had the item on which they testified
been on the dutiable list. This policy was pursued as closely as
practicable.

Stenographic reports were taken of all testimony presented to the
committee., By direction of the committee all witnesses who ap-
peared after the conclusion of the hearingson valuation were to besworn.

The testimony presented, together with the briefs and other
exhibits submitted, is grouped tﬁf,ethe; as far as practical in the
numerical order of the House bill, which has made necessary the
abandoning of the sequence of the statements and the order of
appearance. . L .

_In this consolidated volume, which includes briefs and data filed
since the publication of the original print, the arrangement of the
testimony has largely been preserved, while the new matter has been
arranged by paragraphs in the supplement at the end. The index
has necessarily been revised to include this new matter.

Isaac M. Srewart, Clerk.
piig






TARIFF ACT OF 1929

SCHEDULE 16—FREE LIST

THURSDAY, JULY 11, 1029

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

The committee met at 2 o’clock p. m., in room 312, Senate Office
Building, Senator Reed Smoot (chairman) presiding.

The CnarrMaN. The committee will come to order. I would like
to say a word or two to the witnesses this afternoon hefore beginning
the hearings. There is a long list of witnesses that desire to speak
on the free list. Among them T notice about 15 on gypsum. Let
me suggest to the parties interested in that question that it would
be very much better for all concerned, not only the committeo but
those interested in the industry, if they would get together and appoint
one man to present the case for free gypsum and another man to
present the opposite view.

Another thing I wish to saiy is this, that wherever there are briefs
filed I hope those briefs will completely cover the question. You
must know that it would be an utter impossibility for the committee
to take all of the evidence of every witness, particularly when there
are a dozen witnesses upon the same subject matter. It would be
much better and much simpler if a good brief were presented covering
the whole situation, both for and against, so that the committee when
it begins to write the bill could take those briefs and compare them,
and I am quite sure that the result would be more satisfactory than
for the committee to try to wade through sll of the testimony that
may be presented by a dozen witnesses. 1 simplg say this with no
intention whatever of trying to choke off anybody who desires to
speak. Itisnot that. I speak of it because I believe it is for the best
interests not only of those who are in favor of a tariff, but those
who are in favor of a lower tariff or no tariff.

With that statement I will leave the matter now with the interested
parties, and if they can get together and one man speak for one indus-
try, and he can have longer time, and let him present it thoroughly, I
am sure that it would be better for all concerned.

Eqnf@';or WawsH of Massachusetts. Of course each witness can file
a brie

The CHairMaAN, Each witness can file a brief upon any subject
that he wants, and he need not appear as a witness. I do not care
where the information comes from—what the committee wants is
information. And I believe the best policy for a man to follow is to
write out a brief, where he can sit down and carefully study the
question, In fact it would be the policy I would follow if I were a
witness in the case. .
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GENERAL STATEMENTS

STATEMENT OF CHESTER H., GRAY, WASHINGTON, D. C., REP-
RESENTING THE AMERICAN FARM BUREAU FEDERATION

(The witness was duly sworn by the chairman of the committee.)

Mr. Gray. I am W‘s'xshington representative of the American
Farm Bureau Federation, with offices in the Munsey Building.

I shall make an effort to comply with the request of the chairman,
as well as I know the unspoken request of every member of this
committee, to be as brief as can be with the variety of things which
the membership of the Farm Burecau is interested in and asks me
to testify upon in the free list.

Woe have two or three points of view in approaching the free list,
Mr. Chairman and gentlemen of the committee. There are some
commodities on the free list that should remain there. Other com-
modities our membership is interested in having lifted from the free
list and placed elsewhere in the structure of the tariff act. And
there is a large group of commodities in the free list which we in
agriculture have come to know as substitute commodities for those
which we produce on our American farms which should be made
dutiable at various rates. So under those three different and varied
classifications our membership approaches the free list and considers
it, next to Schedule 7, the most important schedule in the tariff act.

Referring to paragraph 1604, which is one of agricultural imple-
ments, let me briefly state that we will request, as we did on the
House side, that it be continued on the free list. That is one of
the groups of commodities that we want on the free list. Not that
agricultural implements are coming in here much from foreign
manufacturing plants. They are not coming in very much at the
present time, but we notice that American capital is going abroad.
Current reports have it that one of the big tractor manufacturers is
now establishing himself in a2 western European nation to supply
not only the western European markets for tractors but the American
market as well. Canada is coming to be a great manufacturing
center for agricultural implements, too. And we farmers neces-
sarily must look to buying our supplies as cheaply as possible, one of
which supplies is agricultural implements; and if our American
capital is going abroad to make agricultural implements, and con-
fessing, as I have, that up to the present time this paragraph has not
been of any material benefit to us, in the future 10 years it is likely
to be of intercst to us if continued substantially as it is in the
act of 1922, ,

Senator King. Before you leave that paragraph, may I ask you
what your view is in regard to the provision in line 4, page 282,
in ld‘?a]ing with cream separators valued at not more than $50
each

Mr. Gray. Our position, stated on the House side, Senator King,
was that the paraglx"aph in toto should be kept as it is.

Senator Reep. The farmer does not use a separator costing more
than $50?

Mr. Gray. Not often, with $50 as the import value.

Senator BArkLEY. They might be able to buy them under the new
farm relief bill, though, might they not?
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Mr, Gray. I will let the Federal Farm Board answer that question,
if I may, after it gets organized and establishes its policy.

Senator BARKLEY. A moment ago did you refer to the Ford Motor
Co. as the one that has moved its tractor factory abroad?

Mr. Gray. That is the one of which we hear current reports of
developments in western Europe.

Referring now to fertilizer. Our membership in the Farm Bureau,
Mr. Chairman and gentlemen of the committee, repeatedly, and for
the last time in 1928, has declared in favor of free entry of plant-food
constituents. That applies particularly to paragraph 1684 in the
House bill. That is the so-called guano paragraph. In 1922 that
garag}'aph was designed to let in all plant-food fertilizer constituents

uty free,

Senator GEORGE. Let met call your attention to sulphate of
ammonia.

Mr. Gray. But the language of .the paragraph in the act of 1922
includes these words:

Provided, That no article specified by name in Title I shall be free of duty
under this paragraph.

And also contains the other words ‘“not specially provided for.”
So there are two provisos which let our from the free-trade classifica-
tion several agricultural fertilizer commodities, And if you will
refer back, without turning bhack, to paragraphs 1, 5, and 7 of Schedule
1 you will find that ic Schedule 1 nitric acid and phosphoric acid are
both dutiable at specific or ad valorem rates. And if you will turn
back to paragraph 5 in Title I you will find it to be a basket clause
which substantially puts duties upon most fertilizer plant-food
constituents. And if you will turn back to paragraph 7 in Schedule 1
you will find that ammonium chloride, ammonium nitrate, ammo-
nium phosphate, and ammonium sulphate are all dutiable at deﬁnitely
described rates.

Senator WaLsu of Massachusotts. Have they been increased in
the House biil?

Mr. Gray. They have not been increased. The House bill, Sen-
ator Walsh, did one very fine thing along this fertilizer line. They
lifted urea out of the dutiable list and put it in the free list, much to
our gratification.

Senator King. Well, that had been done, had it not, by the Tariff
‘Commission pursuant to an investigation?

Mr. Gray. It had recommended it to be done, Senator King.

Senator King. Yes. I offered a bill at the last session of the Con-
gress for the purpose of putting that on the free list, and my recéllec-
tion is that the Tariff Commission recommended that, and it was by
presidential proclamation put on the free list. I may be in error.

Mzr. Gray. I can not remember just exactly those details, Senator
King, but I do know that the House of Representatives has placed
urea, which is coming to be a well-known and a definitely used nitro-
genous fertilizer of high concentration, on the free list,. Now the pur-
pose of calling this to your attention is that the so-called guano
paragraph No. 1684 be so dovetailed in with paragraphs 1, 5, and 7
of Schedule 1 that the purpose of the guano paragraph to make fer-
tilizers free will be absolutely carried out. And in the brief which I
shall file, with your permission, we are submitting the language not
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only in the guano paragraph but in these three other paragraphs of
Schedule 1 to accomplish the purpose desired.

Senator HarrisoN. Is there any important manufacture of urea in
this country?

Mr. Gray. Noj; I think not, Senator Harrison.

Senator HarrisoN. My understanding was that the Union Car-
bide Co. made urea, and they had a monopoly in this country.

Mr. Gray. No; there is more urea made in Germany and western
European nations than in the United States.

The CuairmaN. There is not any produced in this country. No
production in the United States.

Senator HarrisoN. There is not?

The Cuairman. No.

Senator Harnison. All imported?

The Cuairman, All imported.

Mr. Gray. And 1 am calling particular attention to ammonium
sulphate, which has carried a duty of one-fourth cent a pound since
1922, or $5.60 a ton, and it is used very largely in fertilizer field opera-
tions at the present time. And I am very glad to report, as you will
learn later, that the National Fertilizer Association, not only in
ammonium sulphate but in a more limited way on this whole fertilizer
proposition, is not fully, but very much in accord with what I am
presenting representing the Amcrican Farm Bureau Federation.
Ammonium sulphate ought to be put on the free list or else the lan-
guage which is being submitted in our brief incorporated in such a
way that if it is imported as a pharmaceutical or as a drug, that the
duty for that purpose be not applicable if it be imported for fertilizer
purposes.

Senator BiINgHAM. Is ammonium sulphate manufactured in this
country?

Mr. Gray. Yes. . :

Senator BiNgHam. Does it give employment to' American labor?

Mr. Gray. Yes.

Senator Binaguam. Would that labor be affected if it were put on
the free list?

Mr. Gray. Not seriously, because ammonium sulphate is a by-
product of another industry, the metal industry. And it would not
throw the business of steel production into chaos if the ammonium
sulphate from abroad should come in duty free.
hSena?tor Binguan, It is merely a by-product of the steel process, is
that it

Mr. Gray. I understand that so to be.

Senator King. Is not this the fact with respect to ammonium sul-
hate, that it is a by-product of the coke industry and is controlled
y the Koppers Co., and the Koppers Co. has transferred the sale of

it to the Allied Chemical Co., which with the duPonts control very
largely the dyes and pharmaceuticals of the United States?

enator BinauamM, Well it seems to me, Senator, with all due
respect, that you are indulging in the fallacy known as argumentum
ad hominem.

Senator King. Characterize it any way you please. I wanted to
state the fact that I supposed you wanted.

Senator GEORGE. Mr. Gray, ammonuim sulphate is one of the
chief ammoniates used in this country?
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Mr. Gray. It is.

Senator GEorgEe. It is the direct competitor of Chilean nitrate?

Mr. Gray. Itis.

Senator GEorge. On Chilean nitrate of course we pay or cover
into the cost something like $12 plus per ton export duty out of
Chile in order to obtain it.

Mr. Gray. That is true.

. Senator GeorgE. It is the expensive elemont in commercial ferti-
1zer,

Mr. Gray. Yes.

Senator SHORTRIDGE. What was the last item to which you
referred?

Mr. GrRAY. Ammonium sulphate.

Senator SHORTRIDGE, From1 what country, chiefly, does that
product come?

Mr. Gray. From Germany.

Referring only briefly, now, to one or two other fertilizers, it is
necessary to call attention to paragraph 1604, in which calcium nitrate
and cyanamid are now contained, and should be retained, there
bein% some slight efforts from certain sources to take them off the
free list and put them under the dutiable section. It is in keeping
with our policy in the Farm Bureau that such fertilizers as those
two just named should be kept exactly where they are. The same
thing is true of gypsum, in paragraph 1740,

Passing on to that great classification of food products known as
substitutes for the American products, let me enumerate, first——

Senator HArRISON. Before you get to that, you indorsed this
clause with reference to farm implements, and said it was all right.

Mr. Gray. Yes. .

Senator HarrisoN. Does your bureau agree to this action of the
House in taking forks, hoes, and rakes, which are agricultural imple-
ments, from the free list and putting them on the dutiable list?

Mr. Gray. No; we have not approved that. Neither have we
formally disapproved it.

Senator HArrisoN. Those three items are agricultural implements,
are they not? .

Mr. Gray. Those things never have been classified in paragraph
1604, although, by an elastic definition, they could be called agri-
cultural implements.

Senator HarrisoN. They have been included heretofore on the
free list,

Mr. Gray. Yes,

Senator HARrRISON. This is the first time they have been put on
the dutiable list. L

Mr. Gray. I think you are right in that, and so far as we are con-
cerned, I am sure I speak the membership thought, although there
has been no opportunity to get the thought since the House took
that action—that those minor tools which formerly have been on the
free list should be retained there. But I can not say that authori-
tatively, because there has neen no opportunity to get a referendum
of the Farm Bureau on that point.
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Senator Kina. Mr. Gray, can ({ou see any reason why, if any
agricultural implements are p’aced on the free list, those just men-
tioned by Senator Harrison should not be on the free list?

Mr. Gray. No good reason.

Senator BinaaaM. How about other garden tools?

Senator Harrison. They were included in the general para%raJJh
under agricultural implements; and in paragraph 373, which did
not include those items, but now includes them, shovels, spades,
scoops, forks, hoes, rakes, and so forth, have been included at a 30
per cent ad valorem rate.

The Cuairman. In paragraph 1604, agricultural implements, there
has not been a word changed 1n the existing law.

Senator Harnison. But forks, hoes, and rakes, which were in-
cluded in that proposition, are now specified in the bill as carrying
an ad valorem rate of 30 per cent.

Senator Kinc. In paragraph 373.

Senator HarrisoN. In paragraph 373.

Senator KinG. They were transferred.

The CHAIRMAN. There must be some new language in 373. Let
us see what it is.

Senator Harrison. There is new language.

Senator SHORTRIDGE. It was not an amendment of 1504, Senator,
because that language remains. It is now known as 1604,

Senator HArrisoN. You will notice that these are new items
which are inserted, and the note on page 114 of what I am reading,
the notation to paragraph 373, is that forks, except hay forks, hoes
and rakes, have been transferred from the free list under the act of
1922, to this duty.

Senator WaLsH of Massachusetts. I suppose they were originally
included in the language of ‘““all other agricultural implements”
and were taken out of that class and named specifically in the dutiable
list. Is that the situation? :

Mr. Gray. That is the way I understand it, Senator Walsh.

Paragraﬁh 1604, which is the main agricultural implement para-
graph in the free list, has been a matter of controversy and & matter
of interpretation and classification as to what goes in as an agricul-
tural implement. Now, on the House side, if 1 may explain further,
thgy have included—— :

enator REED., There was nobody before the metals subcommittee
to object to that.

Mr. Gray. On the House side, to clarify that somewhat, they
have lifted over into the metal schedule, schedule 3, forks, hoes, and
rakes by specifically naming them. So, the House of Representa-
tives has solved some of the classification problems by naming three
garden and farm tools in the metal schedule, thereby taking them
out of the classification of agricultural implements.

Senator BingHaM, Is it not true that their use is more general by
commuter than by farmers?

. Mr. Gray. I have not any statistics on that, Senator. I do not
now.

Senator Simmons. Mr. Gray, is not a hoe one of the most commonly
used implements in husbandry?

Mr. Gray. As the representative of a farm.organization, Senator
Simmons, I could do nothing else than stand here and say that a
hoe, a rake, a spade, a fork, or a shovel is an agricultural implement.
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Senator Simmons. A farm implement.

Mr. Gray. But the House of Representatives has classificd hoes
rakes, and shovels differently by putting them over in the metal
gchedule. .

Senator BArkLEY. Corn knives were in ]parai,rraph 373 originally.
There is no doubt about them being argicultural implements.

Mr. Gray. It is not an agricultural implement in the tariff
classification.

Senator BArkLEY. But, in fact, it is.

Mr. Gray. It has not been, and is not now.

Senator Binguam. Neither have shovels.

Senator Barkrey. I understand about the classification, but, as a
matter of fact, a knife to cut corn with is an agricultural implement,
under whatever classificatiion it comes in the tariff bill.

Mr. Gray. Under a popular classification, you and I would be ab-
solutely right in saying that it is an agricultural implement, but under
the customs courts decisions and the tariff laws it is not an agricultural
implement.

Senator SimmoNs. You do not think, Mr. Gray, representing this
Farm Bureau Federation, that these things ought to carry a duty.

Mr. Gray. No; I do not think they ought to.

Senator Binanam. How about garden trowels?

Mr. Gray. We would not be so keenly interested in those.

Senator BingHaM. Are they not used by the farmer’s wife?

Mr. Gray. Not much.

Senator King. Builders use trowels, Senator.

Senator SiMmoNns. Masons,

Senator BingHAaM. The Senator from Utah is net quite as familiar
with garden trowels as some other people, or lic would not say that
masons use them. Masons use a flat trowel.

Senator Xine. You did not say garden trowels. You said
“trowels.”

Mr. Gray. I confess, Mr. Chairman, and members of the com-
mittee, that it is impossible for a person representing a membership
from Maine to California, and from Michigan to Alabama, to come
here and pick out the individual items in a long tariff act and re-
classify them, even to suit our membership. But I have sought to
bring to your attention the fact that the big paragraph of agricultural
implements in the free list, namely, 1604, should be left as it is; if,
in your widsom, you want to take some of these lesser tillafe tools,
garden tools, and hay implements, and put them, by your classifica-
tion, under the heading of agricultural implements, you will not dis-
please the farmers of the United States.

Senator HarrisoN. What you want done, so far as hoes and forks
are concerned, is to have them left on the free list.

Mr. Gray. That would be pleasing to our people.

Senator HarrisoN. The House, in the agricultural relief they were
going to give them, did not do that, but put them on the dutiable list,
and put a 30 per cent duty on them.

The Cuairman. I suppose it would solve the whole farm problem
if they were put on the free list.

Senator Harrison, It would help a little.

Senator Barkrry. It would probably come as near as anything
that has been done.
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Senator Bingaam. They were concerned with horse-drawn and
gasoline-propelled implements. They were not really interested in
the case of the man with the hoe.

Mr. Gray. I am not acquainted with the background or the reason
why theso changes were made on the House side, but what you
suggest is going to be more nearly true than it was a decade ago.
The American farmer is using comparably less of those smaller tools
and more of the largor ones.

Senator WavsH of Massachusetts. Lot us proceed with the evidence.

Mr. Gray. We have a long list of articles in the free list which are,
as I began to describe a moment ago, called, in our farm circles, sub-
stitute products for our home-grown American products.

Notable among these is bananas.

The Q?HAIRMAN. You are not going to take much time on bananas,
are you

Mr. Gray. I hope not. We have asked for a 75 cent rate per
bunch on bananas, for the primary reason that bananas are a carbo-
hydrate food, very largely starch. In that class thoy compete with
potatoes, wheat, corn, rice, and some vegetables. They are not the
cheapest food in the world, as the proponents of bananas say they
are, because there are many of our home-grown American products
just as cheap, and some much cheapor per calory value, than are

ananas,

Senator SuorTribGE, Have you any figures as to how many
bunches of bananas, or what quantity of bananas are imported?

Mr. Gray. In 1927 there were upward of 60,000,000 bunches
imported.

The Cuairman. Sixty-four million, two hundred ninety-seven
thousand, six hundred twenty-one.

Senator SmorTripGE. What is the tariff that is requested by cer-
tain organizations?

Mr. Gray. Seventy-five cents a bunch.

Senator SnorTRIDGE. What revenue would that yield to the
Government?

Senator Reen. $45,000,000.

Senator SmorTrIDGE. We are in need of revenue, are we not?

Senator Bineuam. Have you not heard about the surplus?

Senator SHorTRIDGE. Would it not be a good thing to get a little
revenue from that source?

Mr. Gray. That would be a point in favor of a duty on bananas.
- Senator SHorTrIDGE. Would it add a nickel, or a tenth of a nickel,
to the consumer of bananas in America?

Senator Regp. It would take it away from him.

Mr. Gray. I presume it might, Senator Shortridge, but it would
undoubtedly bring revenue to the Government, and also it would
leave the American producer of fruits and vegetables more nearly on
a basis of equality in producing American crops in competition with
the crops of Central America.

_ Senator WatsoN. Do we produce any bananas in the United States?

Mr. Gray. None at all, in a commercial way.

Senator WaTsoN. So that it could not in any sense be called a pro-
tective tariff. It is a purely revenue tariff.

Mr. Gray. No.
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Senator Watson. Well, you mean indirec! or lateral protection,
under the theory that if & man does not eat & banana he will eat an
apple, or something else.

Mr. Gray. Yes, :

Senator King, Or go hungry.

Mr. Gray. Yes; but it is not an effort to compel the American
people to forego bananas. It is an effort to put the American pro-
ducers of fruits and vegetables on a basis of equality or nearly on a
basis of equality, with the conditions which exist in Centrai America.

Senator BingHaM. What county is it where bananas are grown?

Mr. Gray. What country? .

S Sem}?tor Binguam, No; what county or what State in the Uniied
tates

Mr. Gray. They are not produced here.

Senator BingHaM, We are protecting home industries,

Senator SHORTRIDGE. We can raise them in lower California.

Senator Bingnam, Do you raise them?

Mr. Gray. They are not produced as a commercial proposition in
the United States, although they are produced to a slight extent.

Senator BingHaM. You want a tariff of 75 cents a bunch?

Mr. GrAY. Yes. _

Senator Binguam. How many bananas are there in & bunch?

Mr. Gray. About a hundred.

Senator BingHaM. That is about a cent a banana.

Mr. Gray. Approximately.

Senator BinauaM. What does the banana cost in the country of
origin, per bunch?

Mr. Gray. I can not give you that figure off-hand. I can put it
in the record.

Senator BingHAM. Is it more than 75 cents?

The CHamrmaN. About 44 cents.

Mr. Gray. I know it is not 75 cents.

The Crairman. Forty-four and seven-tenths cents a bunch.

Senator BinaHaM. This, then, would be an ad valorem duty of 200
per cent. It is almost prohibitive.

Senator KinG. It would be.

Mr. Gray. According to the data that we presented on the House
side, it might raise the price of bananas 5 cents a dozen.

Senator BinanaM. Five cents & dozen, when it is nearly a cent a
piece? How do you get that W?iY?

Senator SHORTRIDGE. It would not raise it at all.

Senator BiNanAM, Seventy-five cents a bunch, for 100 bananas in
8 bunch. How could that be?

Senator SHORTRIDGE. We would get a whole lot of revenue to pay
our national debt,

Senator King. Let us proceed, Mr. Chairman.

The CHaIrMAN. Let us have order.

Senator King. I will say, Mr. Gray, that I am opposed to your
i»roposnmn. If you have anything further to say in advocacy of it,

would be very glad to hear it.

Senator SHORTRIDGE. I favor it, because I do not think it would
cost the consumer of the aforesaid banana one-hundredth of a cent
per banana, or one-millionth. They would sell them here at the
same price. ‘ ‘
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Senator BARRLEY. You are not here to state that you are asking
this tariff as a revenue measure, are you?

Mr. Gray. T am not asking it as a revenue measuré, although,
incidentally, it will increase the revenue.

Senator BArkLEY. The effort scems to have been made to interpret
your testimony as recommending this purely as a revenue matter,
and I do not think that is the capacity in which you appear.

Mr. Gray. Our exact position in this regard is contained in the
answer I gave to Senator Watson a while ago, that it is an effort to
put the American producer of fruits and vegetables on a parity with
the producer of bananas in Central America. If it produces some
revenue on the side, to us, that is incidental.

Senator SHORTRIDGE. But not unimportant.

Senator BinguHaM. Instead of putting a prohibitive duty on coffee,
so as to make them drink cereal?

Mr. Gray. The same arguments which can be adduced pro and
con relative to the banana situation can be adduced, pro and con
relative to other commodities which are of the substitute nature, an
1 will come to some of those right now.

I refer to the oils and fats.

The Cuairman. The same argument would apply to the one you
are going to mention as applies to bananas?

Mr. Gray. Oils and fats.

Senator WaLsH of Massachusetts. What paragraph is that?

Mr. Gray. Pardon me if I do not mention those, because there are
several different paragraphs, and we will not have time to go into it
in detail. There are several oil-bearing seeds from which the eil
fats are extracted, which we do not produce in America, and quite
likely will never produce, they being native to the Tropics, but which
do compete with butter, to a certain extent, with lard to a greater
extent, with tallow, with cotton seed oil, soy bean oil, and with various
other vegetable oils which we do produce. _

Our proposition in the farm circle is that if you want to protect and
benefit the producer of American oils and fats it will be necessariyl7 to
put a rate of duty higher than is now existing—because some of these
are on the free list—on these foreign grown oils and fats, which we
never can produce in the same form, but which come into the same
uses, edibly and industrially, whenever they get into our country.

lSent‘;a;t',or TroMmas of Oklahoma. Mr. Gray, will you be more specific,
please?

Mr. Gray. If the argument we adduce relative to & duty on bananas
is in error or faulty, the argument we adduce relative to an increased
duty on vegetable oils and fats, and the one which we adduce relative
};o ilncrease duties on starches from the Tropics, are also in error and

aulty.

Senator THomas of Oklahoma. Will You be more specific, when
you mention oils and fats, so that we will know exactly what you are
talking about? :

Mr. GraY. The ones that are imported?

Senator THoMAs of Oklahoma. Yes.

Mr. Gray. Palm oil, sesame oil, coconut oil, perilla oil, and palm
kernel oil.

Senator BARKLEY. What domestic oils are they used as substitutes

“for?
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Mr. Gray. They are used as substitutes for practically all the
vegetable and animal oils which we produce in the United States—
not meaning to imply that a certain foreign oil is competitive with all
of them, but the various foreign oils are competitive with all the home-
grown vegetable and animal oils. For instance, coconut oil is com-
petitive with lard in the making of lard substitutes, and oleomargarine.

Senator Tuomas of Oklahoma., What is your authority for that
statement?

Mr. Gray. The fact of use in the United States.

Senator THomaAs of Oklahoma. I think it is very questionable
whether that statement is correct, and I want to get your authority.

Mr, Gray. Coconut oil goes into the soap trade, into the margarin
trade, and into the substitute trades in various forms. It goes mostly,
as I understand it, into the soap trade, and so do some of our own
American-grown vegetable and animal oils go into the soap trade.
There is competition in the industrial field. There is competition in
the edible field. Olive oil from abroad competes with olive oil grown
in California. Perilla oil, grown in the Orient, competes with these
vegetable oils down South, such as cottonseed, soy bean, and with
our animal oils, which you know so much about.

Senator Binagnam, I notice, in paragraph 1630, that books printed
wholly in languages other than English are on the free list. Do you
not think we ought to put a tariff on French novels so as to make
people read more novels in English?

Mr. Gray. That would not make them read more novels in English?

Senator Bineaam. Do you not think that is comparable?

Mr. Gray. No.

Senatt?)r BingnaMm. You think they would read the French novels
anyway

r. GRAaY. They will read French novels if their taste runs toward
French novels. :
hSena,t,or Bineuam. But do you not think we might put a duty on
them?

Mr. Gray. Yes; you might.

fSel;mtor SHORTRIDGE. I think an embargo should be put on some
of them.

The Crairman. Mr. Gray, let us get at this thing as it really is.
For instance, to-day there is 2 cents per pound on coconut oil, and
99 per cent of the o1l comes from the Philippine Islands, and it comes
in here free. If we increase that 2 cents, that will not do any good
at all. What do you want? Do you want it specifically provided
that there shall be a duty on coconut oil from the Philippines?

Mr. Gray. Not from the Philippines, but a duty on the coconut
oil which will be applicable to all nations.

Senator WatsoN. Does it not all come from the Philippines,

practically? . . ) )
The CuairMAN. Ninety-nine per cent of it comes from the Philip-

pine Islands.
Mr. Gray. I can not remember these rates all offhand, but 1 think

we are asking a fraction over 3 cents, but not less than 45 per cent

ad valorem.
The Cnairnian. What good would it do you, if you had it? Tell

us that.
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Mr. Gray. I am frank to say, Senator Smoot, that the rate on
coconut oil would do us only an infinitesimal amount of good, unless
this committee and the Congress as a whole goes further and carries
out the rest of our tariff program, which has already been presented
to the House side, unsuccessfully. That is to make the rates on these
things applicable to the Philippines as to the rest of the world. The
one synchronizes with and correlates with the other.

The Cuairman, I wanted to know whether you really understood
the situation. That is exactly the situation now. If you put 10
cents on it, it would not do a particle of good.

Mr. Gray. The same thing, but not to such an extent, applies to
sugar, if I may refer to that. The rate of 2.40 on sugar does not mean
so much to American agriculture so long as sugar come: in prefer~
entially from Cuba, and duty free from the Philippines. Our program
on this is complete. We want these rates on these products, and we
want the rates applicable as against the world, with no preferences
or trade agreements or reciprocal arrangements, or duty free tonnages
from any source whatsoever.

The CnairMan. Would that apply to every country outside Con-
tinental America, with the exception of Hawaii?

Mr. Gray. Yes; except Hawaii and Alaska.

The CrairmMAN. Yes,

Mr. Gray. Because they are Territories now, and eventually
may become States. But these other ‘so-called dependencies are
merely protectorates.

Senator Reep. You would put a duty on Porto Rican sugar?

Mr. Gray. Yes. That is our position, and on Philippine sugar as
well—and terminate the reciprocal trade agreement with Cuba.

Senator SHORTRIDGE. Did your remarks cover copra, when you
were speaking on the oils? :

Mr. Gray. Yes. That is in the same picture.

The CuairMaN. That is in the same category.

Mr. Gray. Coming to cotton, we are asking for & duty of 7 cents a
pound on long staple cotton, measuring 1% inches in length. We want
that duty on long staple cotton.

Senator WatsoN. How much?

Mzr. Gray. Seven cents a pound. ‘

Senator WaLsH of Massachusetts. What is the present duty?

Mzr. Gray. None.

Senator SHORTRIDGE. Under the emergency tariff it was 7 cents on
1%-inch cotton.

Mr. Gray. One and one-eighth inch, I think it was.

Senator SHORTRIDGE. In the emergency tariff?

Mr. Gray. Yes.

Senator SHORTRIDGE. You want it restored?

Mr. Gray. The competitive country in the long staple proposition
is Egypt. Male laborers are paid about 50 cents a day. Child and
female labor gets from 25 to 35 cents a day. The average wage scale
in the Cotton Belt of the United States varies from $1.33 up to $2.70
per day, and we can not meet that kind of competition.

Senator HarrisoN. I did not understand whether you said 1} or
1. Witnesses appeared before the subcommittee on agricuiture
advocating 1%,.

The CHairMAN. Long staple cotton begins with 114,
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Mr. Gray. If I am not in error in my memory, our schedule begins
at 1% in length, at 7 cents a pound.

Broomeorn has been on the free list for a long time——

Senator SHORTRIDGE. Just & moment. You have devoted special
attention to that particular item, have you not?

Mr. Gray. What item? .

Senator SHoRTRIDGE. The cotton item.

Mr. Gray. Yes.

Senator SHORTRIDGE. I say, you devoted special attention to that.

Mr. Gray. Yes.

Senator SHORTRIDGE. That is raised in California, Arizona, Texas,
and Mississippi, chiefly, I believe.

Mr. Gray. Those four States. It used to be raised in certain
islands and called sea-island cotton, but that has pretty nearly disap-
pesared, if not entirely. . L.

Senator SHorTRIDGE. The principal competitor is Egypt?

Mr. Gray. That is correct.

The House bill raised the rate on broomcorn from nothing to $10
a ton. We are asking that it be still further increased to $25 a ton,
because the growth of broomcorn is gradually disappearing in the
United States. Where formerly it was produced commercially in 20
States, it is now practically down to two or three States in com-
mereial production, and there is no reason in the world, climatic or
otherwise, why we should not raise all the broomcorn we need, and
even more.

Senator BINGHAM. Are there just as many brooms consumed as
there used to be before the vacuum cleaners came in?

Mr. Gray. I suspect more.

The CuairMaN. Mr. Gray, 17 tons were imported. That did not
hurt very much did it?

Mr. Gray. Noj; but we have a declining industry here, and larger
imports come in frequently. _

The CHAIRMAN, Seventeen tons would not hurt the industry,
would it?

Mr. Gray. There is some reason. It may be the reason that the
Senator from Connecticut has alluded to, that is causing the disinte-
gration of the broomcorn. industry, but the fact of the matter is that
the broomcorn industry is going down, and it is going down rapidly,
from 400,000 acres in 1925 to approximately 200,000 acres in 1928,

The CuatrMAN. In 1921 the value of the production was $2,758,040;
in 1927, it was $4,212,000, or nearly double. In 1927 the production
was 38,600 tons. In 1928 it was 45,500 tons. That is the production
of it in the United States. In 1923 there was a production of 81,000
tons. It fell down in 1925 to 29.500, In 1926 it increased to 53,400;
in 1927, 38,600; in 1928, 45,5600; with 17 tons imported.

Senator SHORTRIDGE. Only 17 tons?

The CHAIRMAN. Yes, _

Senator SHORTRIDGE. From Italy and Hungary? '

Senator Reep. Germany and Italy. :

The CuairMAN. Sixty-seven per cent of that comes from Italy and
32 per cent from Hungary.

Senator HARRISON. The chairman will recall that the witnesses
came before the Subcommittee on Agriculture, and some witness made
a statement about some Japanese broom straw. You were to make
an investigation, You said the statistics did not bear it out.

63310—29—voL 16, scHED 16——2
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The Cuairvax. That was not breomcorn at all, It was rice
straw.

Mr. Gray. Turning to the last commodity to which I want to call
your attention, I refer to the starches. The House bill gave a slight
increase on potato starch, but it left tapioca, sago, arrowroot, and
cassava starches, all of whieh are produced mostly in the British East
Indics, on the free list. :

The House also gave us a very nice duty on wheat, of 42 cents a
bushel; a very nice duty on corn, of 30 cents a bushel; a fair rate of
increase on potatoes, three-fourths of 1 eent a pound; and, according
to my memory, gave some increase in the rate on rice—all of which are
starch products grown by the American farmers. Then, forgetting,
secmingly, to correlate this tariff proposition, the House failed to put
aiy duty on these starch products which come from the British East
Indies—-sago, tapioca, arrowroot, and cassava. QOur position is this,
briefly, that any starch coming on our markets is a competitor of the
starch foods which we produce here in the United States, whether that
plant is a corn plant, a rice plant, a potato plant, or a wheat plant.
If the starch happens to be grown abroad, in Java, in the shape of a
tuber, like a potato, or if it happens to come from the pith of a tree,
such as the sago palm, it is immaterial so long as it is in competition
when it gets here directly against cornstarch, potato starch, and
these other domestically produced starches.

Sgnator Reep. The House put a duty on arrowroot flour, did it
not
Mr. Gray. I believe it did that, Senator Reed, but not on the
starch extracted from it.

The Cuairman. Mr. Gray, we export a great deal more corn-
starch than we import.

Mr. Gray. Yes; and we want to export more starch, too, so that
we will have a better market for our corn. That is what we are
fighting for.

The CHarmMaN. You have that same market now. Tapioca would
have nothing to do with your exportation of cornstarch.

Mr. Gray. With the growth of tapioca, and its cultivation in
Java, and the cheapness of its production, and the fact, Senator
Smoot, that, so far as I know, it is just now getting fairly well started
toward an ultimate iroduction, we can not produce corn in the
United States to make starch for export or for domestic use as
cheaply as we can get our starch from Java; so 1 am arguing here
in behalf of the corn man, the wheat man, the potato man, and the
rice man, in order to meot this foreign competition of imported
strach from Java.

The CHalrMAN. I am speaking here of 1your exports of cornstarch.
You connected the two. hat good would an increase in the tapioca
starch, on importations of tapioca starch, do, in connection with
your exportation of cornstarch? You want to export cornstarch,
do you not?

Mr. Gray. So that we will have a bigger market for more corn
here in America.

The CHairMaN. We all agree to that.

Mr. Gray. Yes.

The CrairmMaN. Will not the stopping of the tapioca starch com-
ing in here back up the cornstarch and prevent our exportation of

cornstarch.
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Mr. Gray. I think not, for this reason—— .

The Cuairman. I think it would either have that result or else
tapioca starch would not be made.

r. Gray. No; for this reason, Senator Smoot. So far as I know,
we are the only starch producing Nation which has not & duty
against tapioca, cassava, and sago starches. If we put a duty on
those starches, it will so retard the development of this industry in
Java that we will not be met with that competition, as we would
be if we let them go ahead and come into this great market, duty
free, and thereby promote their production and expansion in Java.

Senator SuorTrIDGE. It will take away the American market
from the American producer, will it not?

Mr. Gray. What is that? ,

Senator SHORTRIDGE. Starches coming in from Java would, to a
degree, take away the market for the home producer.

Mr. Gray. Surely. Furthermore——

Senator SHoRTRIDGE. Of course, it would.

Senator WaLsH of Massachusetts. Does not the imported starch
possess some characteristics that make it appropriate for particular
uses, such as the making of adhesives, and use in textile mills?

Mr. Gray. There is a slight preferential in the use of starches
made from tapioca, for postage stamps and envelopes, and things
like that, for which the potato starch can not be used to as good
advantage, because it gets sticky and gummy in humid weather,
but that use is only about 800,000 pounds Fer annum, and is only
a drop in the bucket compared with the total.

Senator WaLsu of Massachusetts. Wnat about the use of corn-
starch for adhesives? Are not the imported cornstarches used for
that purpose? The domestic is not suitable.

The CHAIRMAN. Tapioca starch is used for adhesives, for puddings,
for wood glue, and for textile finish. You can not use cornstarch
for all textile finishes. You have to have a tapioca starch. Take
the adhesives. You can not use cornstarch. You have to have
tapioca starch for that use. That is what I wanted to call the
Senator’s attention to.

Senator Warsu of Massachusetts. Are not the imported starches
particularly adapted for that particular work?

The CHAIRMAN. Oh, yes. That is what they are imported for.

Mr. Gray. In all this controversy over substituted products that
displace our American farm products, either edibly or industrially,
we must state that there are certain uses of some of these foreign
commodities which our domestic commodities can not fulfill; but, in
the case of starch, Senator Walsh, approximately 70 per cent of the
uses of these imported starches is directly competitive with the
American starches, which we produce here from corn, wheat, rice, and
whatnot. Something like 30 per cent of these imported starches is
not so competitive.

Senator WaLsH of Massachusetts. I did not think the percentage
was so large.

Mr. Gray. These rates wo are asking do not mean to imply that
these foreign starches will be kept out absolutely, but it does mean
to imply that this great market of the United States shall not be
made the profitable feeding ground of production on a cheap labor
scale, and under standards of living which prevail in Java.
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Senator SackerT. Does cassava make a competitive article?

Mr. Gray. Yes. .

Senator Sackerr. What is the reason for the tremendous jump
last year in cassava imports, from 46,000 pounds to 29,000,000 in
one year, according to the Tariff Commission report?

Mr. Gray. There are several reasons. One of the biggest reasons
is the comparatively high price of corn in the United States, which,
during the last year, has just barely gotten to a point where the
American farmer is fairly happy.

Senator Bineuam. Did I understand you to say that the American
farmer is happy?

Mr. Gray. Fairly happy so far as the price of corn is concerned
within the last year. But the American manufacturer or the refiner
of starch can not buy corn at a dollar a bushel and make starch out
of it, to compete with cassava or sago from Java at one-third that
amount.

Senator Sackerr. That is a perfectly tremendous jump in the
imports in one year.

Mr. Gray. Mr. Chairman——

The CuairmMan. Mr. Gray, the department spent a great deal of
time last year making an examination to determine just where this
tapioca starch was used, and the percentages used for certain. pur-
poses. Over 30 per cent of all that tapioca starch that is imported
into the United States is used for the purpose of wood glue. Twenty
per cent of it is used for edible purposes. In the adhesives, using
about 25 per cent, some use the cornstarch and some use the tapioca.
It all depends upon the character of goods that it is used upon. With
respect to the textile finish, which use consumes about 10 per cent,
the finer textiles have to use it, and some of the coarser textiles use
the cornstarch. So that about half of all that is imported into this
country is used in wood glue and in edibie forms in America.

Mr. Gray. But that does not mean that that 50 per cent might
not be fulfilled, in part, by our home-made starches, except that they
can get the foreign importations cheaper than tiley can buy the
domestic product.

The CuHairMAN. They could not use the cornstarch for the wood
glue. There is not a pound of cornstarch used for wood glue.

Mr. Gray. Not for that particular use; but for some other uses.
Here is the point I am trying to make in that particular regard,
Senator Smoot; that this foreign imported starch 1s sometimes used
now for some uses for which our domestic starches could be used,
except for the price differential; and if the price differential were
equalized, then they would use the domestic starches and the glues
Jmade therefrom, rather than getting those starches and glues from

ava.

Senator SHorTRIDGE. We could develop that industry in Florida,
could we not?

Mr, Gray. I do not know.

Senator SHORTRIDGE. I think so. I know you could in California.

. Mr. Gray. I am not arguing, Senator Shortridge and members of
the committee, in this matter of substitutes—with regard to bananas,
vegetable oils, and starches—that if the rates of duty are put on we
are going to raise those commodities in this country. All that I am
arguing, and all that other organizations are arguing, is that if you
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put rates of ‘duty on these substitutes the American farmer, who
meets them in trade competition, will be more nearly on a parity
with his foreign competitor.

Senator REep. Mr. Gray, I asked you about arrowroot starch,
I have been looking it up here, and I find that it is dutiable under

aragraph 85, at 1% cents a pound; and that it is used mostly for
eeding sick babies. The importation is very slight,

Mr. Gray. Very. .

Senator Reep. It all comes from the island of St. Vincent. Do
you think that putting a tariff on that commodity is important to
the American farmer?

Mr. Gray. Not nearly as important as that on sago, cassava, and
tapioca; but the rate we are asking, Senator Reed, is 2!5 cents a pound
on all these starches, For such a refined use as you have spoken of
there relative to arrowroot, a rate of 2} cents a pound is not going
to prevent anybody from getting it, and it still is going to serve to
keep the arrowroot from coming in here and finding other uses than
that which you have specified.

Senator Reep. My recollection is that in the chemical hearings
we found that the income to the United States from that source was
$18,000 last year. It seems to me that it is pretty small potatoes
to take that from sick babies.

Mr. Gray. This does not take it from sick babies, Senator, because
this rate would not prevent its use in that line at all. But it would
prevent its use being expanded for a lot of industrial purposes, for
which it may be found available, rather than wheat or potato starch,
which necessarily cost more on account of our higher cost of produc-
tion.

Senator Binauam. How about the children who like to eat tapioca
pudding?

Mr. Gray. They will still eat it.

Senator BarkLey. What I would like to know is why anybody
would eat it.

Senator Bineuan. Perhaps Mr. Gray will tell us whether he pre-
fers corn starch pudding or tapioca pudding.

Mr. Gray. The use of tapioca in pudding is a very small fractional
part of the complete importation of tapioca starch.

Senator BincuaM. That is what the Chairman said.

Senator King. I was amazed, Mr. Gray, to find that the value of
the imports of sago—and you have emphasized sago, crude, and sago
flour—were only $113,000 for 1928,

Mr. Gray. We use arrowroot, sago, tapioca, and cassava all in
one terminology, because they are foreign grown starches; but the
ones we are thinking of in commereial quantities, Senator King, are
cassava and tapioca. These others are of lesser importance numeri-
cally. Fortunately—if you gentlemen desire me to take a little
additional time——

The Cuairmax. Mr. Gray, it is now 3.30. If you have a brief,
which ‘f'ou told me you have, I am quite sure that that brief will be
studied very much more carefully than general running debate.
We will have to ask you to close as soon as gossible, because we will
have to adopt some means of hastening these hearings or we will
never get through with them.,
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Mr. Gray. I always need to apologize in coming before a com-
mittee, because our membership is not interested merely in one para-
graph, and I can not come and talk only about one paragraph.

have taken more time than I really should have; I know that.

Senator SHORTRIDGE. We are at fault. We took your time by
interruptions.

Senator SiMMoNs. Mr. Chairman, I do not agree with you on that.
I think Mr. Gray is speaking here on behalf of Agriculture as a whole,
and if he has prepared himself as carefully upon other subjects con-
nected with agriculture as he has upon those he has discussed, I
think it would be of great advantage to us to have the benefit of a
full statement from him. He has evidently studied these questions
very closely.

Senator WaLsH of Massachusetts. The witness says he is about
to close, anyway, so that will prevent any controversy.

The CHalrMAN. Evidently the gentleman from North Carolina
did not hear what the witness said before I made the statement
that I did, because he said he was through. When he started on this
he said it was the last. Then I wanted him to file a brief which he
had spoken to me about before he came on the stand. Nobody is
interfering at all with the witness.

Senator SHORTRIDGE. We have taken up his time by the many
interruptions.

Senator Simmons. That changes the situation entirely.

Mr. Gray. I am very nearly through., I want to say this in con-
clusion, if I may.

Senator SiMmons. Let me ask you this. You are going to file a
b.ief, are you not?

Mr. Gray. Yes, sir.

Senator Srmmons. Would it be very much trouble to you to file
a statement of the imports of all these substitutes upon which you
say there ought to be a duty? .

Mx('i Gray. You will find that, Senator Simmons, in the House
record.

Senator Simmons. I understand we can find it very quickly, but I
though that you had it all in your bgief. If it were all connected, it
might be helpful. .

Mr. Gray. When I correct the transcript I will compile all that
information in one page, if I may.

(Mr. Gray subsequently submitted the following table:)



Substitute products imported into the United States, 1927

A.F.B. F.rate

5.9 cents per pound but not less than 45 per cent ad
3.9 cents per pound but not less than 45 per cent ad

7.5 cents per pound but not less than 45 per cent ad

1714 cents per pound.

1614 cents per pound.

3.1 cents per pound but not less than 45 per cent ad
3.6 cents per pound but not less than 45 per cent ad
5.4 cents per pound but not less than 45 per cent ad
3 eeax;ts per pound but not less than 45 per cent ad
5.4 per cents pound but not less than 45 per cent aa
3.7 cents per nound but not less than 45 per cent ad

39 glents per pound but not less than 45 per cent ad
orem.

3.4 cents per pound but not less than 45 per cent ad
4.6 certs per pound but not less than 45 per cent ad

* Imports in 1927 for consumption .
Article R T =—| Competes with—  Present rate, act of 1922
Quantity Value ’
VEGETABLE OILS ' .
Tung oil 89,650,411 pounds......{ $11,809,583 | Linseed oil I Free... .. ¢
valorein.
Hempseed oil None ir 1927. do ' 1% cents per pound.... <
valore
Inedible olive oil: [
Foots. 42,307,314 pounds......|  3.694,357 | Oliveoil.o.ooeee...... | Free. ..oocceeemnnnn.. ®Do.
Other........ ecmemmmamenea———— 7,824,266 pounds....... 1, 308, 272 1) do. &
ralorem,
Edilge t#ive o}l: d as) 2260821 ds ” viorem
ackages (under 49 pounds)..... 9,821 pounds....._| 7% cents per pound...
Other. .58.,640 unds.. 632 cents ger {:ound...
Palm oil 159, 911.0.9 pounds Free.....ccomeennnn..
valorem.
Palm-kernel oil.._.......... R, ..| 43,127,657 pounds....._| do. .
i valorera.
Sesame oil 1,704,129 pounds.......| = 203,413 |.....Q0uceeeccooo oo ol L 1) T,
valorem,
Vegetable tallow.-......coeoeeeeeace.o. 5,687,581 pounds...... Free . ccenmannnn..
Vi
Peanut oil. 2,809,717 pounds. 335,662 | Butter and lard....... o 4 cents per pound. .... b
valore]
R d oil. 2,563,191 gallons. 1,581,010 |..... do... i 6 cents per gallon......' :
valorem
Linseed oil 6,360,283 pounds. ...... A 432,415 | Linseed oil..... 330 cents per pound...
Soya bean oil | 11,515,027 pounds...... . 713,657 | Butter and lard. 1 234 cents per pound... 2 g
i | “valore:
Sweet almond oil. .. : 66,190 pounds......... 50,426 |..... (3 L SO S 3 = TSR ;
: ¢ Yalorem.
Perilla 0iloa oo 5,358,160 pounds.........| 547,479 | Linseed oil i....do O
] | valorem.
Coconutoil: i
From Philippines................ 293,369,704 pounds....| 22,899,807 !
Allother. .. oaeuiiiaiiaa ol 38,014 pounds......... 2,990
Cottonseed oil. 394 pounds............ 52 -l
Castor oil........... 18,962 p 8,711 ;
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Substitute products imported into the United States, 1927—Continued

Imports in 1927 for consumption
Article Compoetes with—  |Present rate, act of 1922 A.F.B.F.rate
Quantlty Value .
VEGETABLE OILs—continued
Poppyseed 0i). . e oooeeen.on.. «----| 41,614 pounds......... 2,122 | Butter and lard. . 2 cents per pound..... 88 ac;;ants per pound but not less than 45 er cent ad
Ox!s not specially prouded for....... 1,641,181 pounds.......' 148,111 | Various 0ilS........... 20 per cent ad \alorem 45 per cent ad valorem.
................... pounds.... i 15,531 do. 4 cent per pound...._.! Icent per pound additional to basxc rates.
Oxb vul e d, etc. .} 78,713 pounds.. 3,147 ... L { R 20 per cent ad valorem.| 45 per cent ad valorem.
MiZtUreS. e oo amaaaaan 120,268 pourds........ 13,707 do. 25 per cent ad valorem. Do,
OIL-BEARING SEEDS
Cotton seed 10,931,503 pounds. ..., 165, 144 Butter and larg....... %5 cent per pound..._.! 2 cents per poun:
Castor beans, 122,620,850 pounds.._..; 4,298,791 ! Castor beans..........| 1% cent per pound..... 2 c%rlnts per pound but not less than 40 per cent ad
Copra. 450,994,683 pounds....... 20,641, 189 : Butter and lard. ... 7 2 cants per pound but not less than 40 per cent ad
FI d 22,008,363 pounds.......| 38,416,260 | Flaxseed..... -| 40 cents per bushel.__. 84 cents per bushel.
Fopp d 5,888,576 pounds.......| 565,354 - Butter and lar: -| 0.32 cent per pound... 3.8 cents per pound but not less than 40 per cent ad
Perilla and sesame seed..... ... 2,648,639 pounds. ... 156,851 {Flaxsmd Free. 1 G g?nts per pound but not less than 40 per cent ad
i{Butter and lard do. 5 24 eenzs per pound but not less than 40 per cent ad
Hempseed ; 4,255,844 pounds.......... 105,288 | Flaxseed do, 1 :‘lln Per pound but not less than 40 per cent ad
Palm nuts. ] Butter and lard 1.7 eents per pound but not less than 40 per cent ad
1¢120,527 pounds. ... ..... 15,146 { valorem.
Palm nut kernels........... O, ) SRR, [ O Free..ooccooooo .. .- 12 :;mts per pound but not less thar 40 per cent ad
: " valorem.
Rapeseed, 328,594 do. do. 18 Cfnts per pound but not less than 40 per cent ad
. Vaulorem.
Seeggedand nuts, not specially pro- ' 224,323 pounds......... 12,528 | Various seeds... do. 4 40 per cent ad valorem.
v or. :
sunlﬁower seed 987,%5 pounds........ 33,222 | Sunflower seed........! 2 cents per pound..... 3 cear{ts per pound but not less than 40 per cent ad
valorem.
Soy beans, . 4,189,168 pounds....... 162,642 | Butter and lard....._._| 3 cent per pound.....i 2 cents per pound.
ANIMAL OIS .
S m oil 285,983 gallons...__._.. 45,597 | Various oils. .......... 10 cents per gallon.....! 2.2 glents per pound but not less than 45 per cent ad
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Whale oil, 0. 8. P feceeeeeaeeaeaeanl| 7,084,127 gallons. ......
Herring, menbaden, and sod oils.......| 5,228,789 gallons.......
Fishoils,n.s.p.f.oo.._._..... ---| 93,097 gallons. .oenu....
‘Wool grease:
Crude, 9,009,632 pounds.
efined... ... . 1 91-.185 pounds
Sealoil.... 629,160 gallons..
Animal oils and fats, 0. s. p. foeeo_.__ 145,153 pounds. .
u ,836 tons. ...
Jute butts. 11,579 tons_ ...
Waste bagging, ete....._______ -~ 37,261,691 pounds...
Burlaps, unbieached 567,113,688 pounds..... H
Burlaps, bleeched.. 1,594,047 1 .
Bagging for cottol :
Unbleached (from 15-32 ounces). .: 02,142,014 square yards. ;
Over32ounces. .o.o..oo.o__... : 1 11,559,946 pounds......
Bags, unbleached i 35,776,831 pounds..
Bags, bleached | 1,708,984 pounds.._.___
i
Yarns. oo eceaaee 2,514,000 pounds.......
Cordage 467,351 1. d;
i
Bananas. ! 61,009,425 bunches.....
STARCHES i
Cassava, | 46,566 pounds. . .......
Tapiocca. 31,638,288 pounds.
Tapicea flour...... ... 7771777 | 78,723,558 pounds ._
Sago flour. | 5,614,556 p
Sag0.cae.o..... 249 669 pound
ATTOWEOOb .o o oo T i 18.25‘3 pounds .........

- 1cent yer pound..

; G cents per gallon......
5 cents per gallon. ...
! 20 per cent ad valorem.
* % cent per pound

: 6 cents per gallon

3,178,725 [ Butteraad lard....... ;
1,733,782 But.ter, lard, and other
28,643 Vanous oils...........!
209,544 |..._. 03 [,
150,419 ... do..
250, 969 ... L (o T
10,779 | [+ [ T, |
11,319,110
834, 964
949, 984
67, 065,067
171,487
3,769,034 __... L] R,
461,441 ... L+ [, S
, 805, 851 do.
5,358 ... 0 [ SN
286,000 do.
65,881 |.__.. [ T
34,269,450 | Fruits.................

.do.
1 cent 1lus 10 per cent.

%fo cent per square
vard.

340 cent per pound

1 cent per pound..

1
1

2.7 e'ents per pound but not less than 45 per cent sd
rem.
2 cents per pound but not less than 45 per cent ad

valorem

45 per cent ad valorem.

Do.
Do.

2.4 cents per pound but not less than 45 per cent ad

valorem.

.| 45 per cent ad valorem.
8 cex;%a per pound.

S cents per pound.
10 cents per pound.
Do,

949 cents per ounce per square yard.
0 cents per pound.
D

1 cent per pound p Do.
15 per cent 3
From 21% cents to 7 Do =
cents per pound. =3
From 334 cents to 11 | 9 cents per pound 3
cents per pound.
Free.. ...o.......... 75 cents per bunch =
N
-
2% cents per pound.
Do.
Do.
Do.
Do.
Do.

13
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Mr. Gray. On these substitutes, again, gentlemen of the com-
mittee, I want to close with this statement, that if these commodities
are not made more dutiable by lifting them out of the free list and
putting them over in their proper dutiable schedule, or making them
more dutiable in the schedules where they now are, it is a partial
mockery to go ahead and put rates of duty on the farm crops with
which they are competitive.

In other words, if you put a rate of duty on corn of 25 cents a bushel,
which now lies in the House bill before you, and allow these starches
to come in duty free, the one neutralizes the other and makes the
rate of 25 cents on corn per bushel a partial if not an entire mockery.

If you put a duty of 42 cents a bushel on wheat, which is in the
House bill, and let these starches come in duty free, that is neutraliz-
ing, to a large extent, the 42-cent duty on wheat.

Senator Binguas. Do you mean to say that it would be better to
let the corn come in free, and let the corn starch compete directly
with the American cornstarch? Is that your position?

Mr. Gray. No. I mean to say that if the Congress of the United
States is going to give a rate of duty on a farm crop it should also
synchronize its action by giving a rate of duty on those imports
which compete with that crop.

Senator Bineuam. When you say “compete with that crop” you
mean that if & man has a taste for bananas, if you keep him from
getting a banana he is going to buy an apple?

Mr. Gray. No.
| Senator BingHaM. But you can not be sure that he is going to do
that. '

Mr. Gray. That is not our position.

Senator Bineuam. What is your position, then; because if he
wants a banana he is going to get it, 1s he not? He is not going to
eat any more apples, and he is not going to help the American farmer.
We raise apples in Connecticut and no bananas; but those people
who like to cat bananas want to get them as cheaply as they can.
Since bananas aro not raised anywhere in the United States, and
can not be raised except in California greenhouses, I think the
Senator said——

Mr. Gray. In regard to this substitute proposition, we want to
overcome, as much as tariff rates can overcome, the interchangeability
of these foreign products, substitutes as they may be, with the home-
grown products. The price factor, Senator, is one of the things which
will induce the American consumer, if a tariff be imposed on these
substitutes, to buy the American product. But if his taste is for
bananas, if his taste is for cassava, or tapioca, he will go ahead and
buy that material. However, we will give him an inducement,
through the price equation, to buy the American product—not com-

elling, but, to a certain extent, inducing, through the price equation.

n doing that we will come back to the position I stated a while ago.
We will have put the American farmer more nearly on a basis of equal-
}ityh‘yithfhis foreign competitor, and that is the thing that we are
ghting for.

If 1};ou put a rate of 2.40 on sugar and et these starches come in—
starches, in their next step, chemically considered, going into the sugar
clagsification—the rate of 2.40 on sugar is, to a large extent, neu-
tralized also.
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Fortunately, Mr. Chairman and members of the committee, I
have learned that there are two men connected with the Corn Prod-
ucts Refining Co.—which company is a great manufacturer of
starches from corn and other American farm crops—who have
just returned from a world trip, studying this starch proposition,
particularly in Java.

I have here, as a part of the brief which I hope to find, a certified
statement from those two gentlemen as to what they found on this
starch situation in Java and a summary of their report. If you
gentlemen desire it, I can have one of those gentlemen come before
you and give you a verbal report of what they found.

Senator BiNcHAM. Is the Corn Products Refining Co. in favor
of putting a duty on these other things so that they will use more
corn products?

ﬂ}\/Ir. Guay. Yes, sir. They went on record in the House to that
effect.

Senator Watson. Whom do they represent?

Mr. Gray. They are employees, as 1 understand it, of the Corn
Products Refining Co., which is one of several manufacturers of
starches and sugars from various farm crops, corn particularly.

Senator WATsoN. Are they interested in the farmer, or in the Corn
Products Refining Co.?

Mr. Gray. They are intercsted primarily in the Corn Products
Refining Co., but the refiners are with us farmers in getting rates of
duty on these imported starches so that they will not be required
to go to Java and get their starch to supply our own market, but
can buy the American farmer’s corn to supply the home market.

Senator BarkiLey. Does the Corn Products Refining Co. import
a considerable amount of corn?

Mr. Gray. In bond; and they manufacture it into starch and
export that, so I understand.

(Mr. GrAy submitted the following brief:)

Brier oF THE AMERICAN FaArM BureAu FEDERATION

The tariff act of 1922 placed 36 agricultural products and processed agricultural
products on the free list, and only a few of these are removed to the dutiable list
in the proposed bill, H. R. 2667. Hence no readjustment of agricultural rates
would be adequate without careful attention to the free list.

The recommendations of the American Farm Bureau Federation concerning
the free list may be classified into three broad groups: First, certain articles
which should be retained on the free list; second, certain articles which should be
removed from the free list and be made dutiable at adequate rates because they
displace by substitution various domestic commodities in domestic markets;
and third, certain articles which compete directly with similar domestic products
antd which should be removed from the free list and be made dutiable at adequate
rates.

In the first group are included agricultural implements, fertilizers, and fertilizer
materials. The second group includes sago, tapioca, cassava, arrowroot, hana-
nas, jute and jute butts, waste bagging and sugar sack cloth, oil-bearing seeds
and vegetable oils, and vegetable tallow. The third group includes broomeorn,
chestnuts, cotton and cotton waste, tobacco stems, and citrus juices.

AGRICULTURAL IMPLEMENTS

Although at present it is of no great financial gain to farmers to have agricul-
tural implements on the free list since not many of them are imported, and since
most of the materials of which they are made are dutiable, nevertheless it must
be recognized that American capital is going abroad, some of which capital is in
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recent years being invested in farm machinery and farm equipment manufactur-
ing establishments. It is currently reported that one of our greatest American
tractor manufacturers is developing an establishment in a western European
nation, supposedly to supply not only the European markets but the American
ones as well. Canada is also looming as a manufacturing center of farm machin-
ery. It is therefore recommended that the policy of admitting agricultural
implements free of duty be continued. (See par. 1604, H. R. 2667.)

FERTILIZERS

The free entry of fertilizers and fertilizer materials likewise was embodied as a
%eneral policy in the tariff act of 1922, This policy was co: tained in paragraph
583 of that act, which placed fertilizer materials in general on the free list:

‘“Par. 1583. éuano, basic slag, ground or unground manures, and other sub-
stances used chiefly for fertilizer, not specially provided for: Provided, That no
article specified by name in Title I shall be free of duty under this paragraph.”

Unfortunately, however, this last proviso, coupled with the specific mention of
various articles in Title I, exempted a number of fertilizer materials from this
provision and duties were provided for these articles. These articles which were
exempted were urea (in par. 26), phosphoric acid (in par. 1), ammonium chloride,
ammoniwn nitrate, ammonium phosphate, and ammonium sulphate (in par. 7)
and the “basket” clause, par. 5).

The proposed bill, H. R. 2667, as passed by the House, removed urea from the
dutiable list to the free list (sce par. 1788) hut failed to remove the other articles
to the free list. A change in the wording concerning sodium nitrate was also
made whereby the new provision applied only to the crude form whereas the old
wording applied both to the crude and to the refined forms. This change leaves
to administration officials the classification of sodium nitrate when advanced
beyond the crude condition to any extent. While it appears likely that it should
be classified under the new paragraph 1684 as ‘‘other substances used chiefly for
fertilizer, not specially provided for,”’” there might be doubt and litigation under
the contention that it should be classified under paragraph 5, the basket clause,
which reads:

“PaR. 5. All chemical elements, all chemical salts and compounds, all medicinal
greparations, and all combinations and mixtures of any of the foregoing, all the

oregoing obtained naturally or artificially and not specially provided for, 25
per centum ad valorem.” )

To avoid such a consequence, it is recommended that the following language
be inserted at the close of paragraph 5:

““ Provided, That any of the foregoing shall be frce of duty when imported for
fertilizer purposes.” :

Efforts have been made to secure the removal of phosphate rock from the free
list. Such action is diametrically opposed to the established policy of admitting
fertilizer materials free of duty and would work e serious hardship on the farmers
by increasing the cost of producing their crops.

Any action calculated to increase the farm cost of production in the United
States, ‘which is already considerably above the costs in most of the competing
countries, would to that extent nullify the benefits to be derived from protective
duties on imported farm products. If our domestic costs are to be increased
then further increases in the tariff would be needed in order to equalize the differ-
ences in the cost of production in the United States and foreign countries.

Phosphate rock is one of the principal ingredients of practically all fertilizers,
On account of the bulky nature of the product and its low unit value, it is imprac-
tict}(ble to import from foreign countries any except the high-grade phosphate
rock.

The domestic nriners do not need any tariff protection on the high-grade rock
as they are exporting almost the entire domestic production of the high-grade
rock in Florida and selling it in Europe i1: competition with phosphate rock from
other countries. In 1927, a total of 131,254 long tons of hard rock (which is the
highest quality of Florida rock) were sold or used by producers, whereas a total
of 128,774 long tons of high grade rock were exported from the United States
during the same year., (See pp. 318 and 323, Phosphate Rock in 1927, published
by .the Bureau of Mines, U. S. Department of Commerce, March 11, 1929.)
Most of this went to Germany, with lesser quantities to Belgium, Poland, and
Danzig, and other countries; 99 per cent, however, went to Europe.

The phosphate mining industry is largely concentrated in Florida, which pro--
duced, in 1927, 83 per cent of the total phosphate rock sold or used by producers
in the United States, although appreciable quantities were mined also in Ten~
nessee, Kentucky, Idaho, and Wyoming.
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The representative of the phosphate miners told the Ways and Means Com-
mittee that a duty is needed to protect them against the competition from
Morocco and that this would assure American farmers against high prices, The
committee’s attention is invited to the fact that the American farmer hed no
ﬁwteotion from high prices in 1919, 1920, and 1921, when the Moroccan deposits

ad not been developed to any great extent. During those years the prices of
crude rock at the n ‘nes averaged, in the case of Florida hard rock, $8.569 ger lon
ton in 19iu, $11.30 per long ton in 1920, and $10.28 per iong ton in 1921; lan
pebble averaged in price at the mines in Florida, $3.79 per long ton in 1919, $4.99
per long ton in 1920, and $5.38 per long ton in 1921.

A duty of $4.90 per ton has been requested on imported phosphate. Think
what it would mean to the farmers to have to pay $4.90 more per ton for fertilizer!
This duty would be equivalent to over 100 per cent ad valorem. Such a burden
upon agriculture would be intolerable.

All of these recommendations are contrary to the established polici' of admit~
ting fertilizers free of duty and would impose upon agriculture a tremendous
burden at a time when she is already staggering under all of the burdens which
she can bear and still survive as the basic industry of this country. To place
this burden upon agriculture at this time, when a special session of Congress has
been called to afford relief to agriculture would be a mockery to the farmers.

The removal of urea to the free list in the House bill is highly commendable
and it is hoped that the Senate Finance Committee and the Senate will coneur in

this action. (See par. 1788, H. R. 2667.) :
The growing use of gypsum, particularly in the peanut producing sections of
our country, justify the continuance of this fertilizer on the free list as now pro-
vided for in paragraph 1740.

We respectfully urge, however, that the policy of admitting fertilizers and fer-
tilizer materials be made 100 per cent effective by eliminating all exemptions and
allowing free entry to all fertilizers and fertilizer materials. To accomplish this
purpose it is recommended that the following proviso be inserted ‘at the close of
paragraphs 1, 5, and 7, in Title I:

‘ Provided, That any of the foregoing shall be free of duty when imported for
fertilizer purposes.”

It is further recommended that the language of paragraph 1684, H. R. 2667, be
revised to read as follows:

“Par. 1684. Guano, basic, slag (ground or unground), manures, and all sub
stances and products imported for fertilizer purposes.”

The adoption of these recommendations will make the policy of admitting
fertilizers and fertilizer materials free of duty 100 J)er cent effective, while at the
same time any of these materials when admitted for pharmaceutioal purposes
will be dutiable at the rates provided for in the bill,

IMPORTED S8UBSTITUTES

Substitution is now possible to a greater extent than ever before in the history
of the world, due to the interchangeability made possible by the marvelous
development of industrial chemistry, the extensive facilities for transporting
commodities for long distances, and the world-wide marketing organizations
which have been built up to procure and market commodities. ’

Because of this greatly increased facility for substitution the farmers face a
new menace in the form of importations from abroad——the menace of cheap sub-
stitutes for the products of American farms, These products may be very
different from domestic food products in appearance, condition, and botanical
classification when growing in the field or when marketed in the raw state, but
through the ingenious processes of modern chemistry they may be converted
into forms which can be utilized for the same purposes as domestic pmoducts.

The growers of American corn and })otatoes must compete with the coolie
labor of Java through the importation of tapioca, sago, and similar starch ma-
terials. The dairy farmers must compete with the ve%etable oils and oil-bearing
seeds produced under the primitive conditions of the Philippines, India, China,
and Africa. The fruit growers must compete with bananas produced in tropical
Central America at extremely low costs. The cotton growers of the South are
competing not only with the Egyptian long staple and the short staple from
Mexico and India, but also with cheap jute produced in India and sold at such
low prices in America that manufacturers are unable to utilize cotton for the
same purposes even though extensive tests have demonstrated the superiority
of cotton for these uses. .
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It is the financial consideration which is the predominant factor involved—
the fact that these imported substitutes can be purchased so much more cheaply
thaxi{ d&mestic products causes the displacement of domestic products in domestic
markets.

The cotton grower is not adequately protected so long as low-priced jute is
allowed free entry to displace domestic cotton; the duties on starches or on corn
and potatoes will not be fully effective so long as tapioca and other starches
which displace corn and potatoes are allowed free entry; and domestic fruit
growers will not be adequately protected so long as bananas are allowed free
entry to displace the utilization of domestic fruit.

CABBAVA, TAPIOCA, BAGO, ARROWROOT

The new tariff bill, H. R. 2667, as passed by the House, provides increased
duties on starches enumerated in ?aragraph 85 but fails to provide duties on the
oup of starches now on the free list, which constitute injurious competitors of
omestic corn and potatoes which otherwise might be utiilized for starch pur-
poses to a greater extent.

Tapioca in its various forms, arcowroot, and sago in its various forms are all
left on the free list.

Tapioca is found in various forms with varying trade names. The crude roots
are called cassava; the plant on whick they grow is called the manioc (or manihot)
or cassava plant; the tapioca flour is a ground form of the roots and is reall
tsgioca starch; the tapioca in the form known to the housewife consists of small
spherical pellets formed by dropping the ground tapioca on hot plates; gaplek
and gaplek meal, or manioc meal, are forms of the crude ground roots, which
are used for stock feed.

The following is quoted from the Encyclopsdia Britannica:

“Tapioca (a native Brazilian word), a farinaceous substance prepared from
cassava starch, the product of the large tuberous roots of the cassava or manioc
plant, is cassava starch partially ruptured and agglomerated into pellets; and
cassava is the name given to the farinaceous root of the manihot or manioc plant.

“By reason of commercial customs, the terms ‘tapioca,’ ‘tayioca flour,” ¢ g-
ioca starch,’ *cassava,’ ‘cassava starch, as well as ‘ gaplek’ and ‘gaplek meal’ (the
ocrude ground root of the cassava plant) have come in a sense to denote the
starch graduced by the manihet plant.

“Although this plant ‘manihot’ or ‘manioe’ is grown in tropical or subtropical
locations, nevertheless starch, the only commercial commodity derived from
manihot, is chemicaliy identical with starch obtained from our domestic starch
produt,;iiré p’l:mts. All of these starches are chemically interchangeable and
competitive.

Tgis authoritative siatement from the Encyclopedia Brittanica not only
reveals that tapioca in its various forms really signifies starch, but that this
starch is ‘‘identical with starch obtained from our domestic starch producing
plants” and that tapioca starches in the various forms ‘“are chemically inter.
3hupgeal;le &nd competitive’” with starch obtained from domestic starch pro-

ucing plants.

A s?milar statement is made voncerning the starch made from the sago palm,
to the effect that sago starch is called various names, such as sago, sago
starch, sago flour and that this starch is ‘‘chemically identical and competitive
with starch obtained from corn and other domestic farinaceous products.”
The following is quoted from the Encyclopedia Brittanica:

“The sago palm is native to the East Indian Archipelago. At the age of about
15 years the trunk of this palm is gorged with a large amount of starch. The
term ‘sago’ is frequently used to denote the small pellets prepared from the
Partially ruptured and agglomerated starch. The terms ‘sago,’ ‘sago starch,’

sago flour,” denote starch of the sago palm, chemically identical and competitive
with starch obtained from corn and other domestic farinaceous products.”

Tapioca in its various forms comes ?rincipally from Java and Madura in the
Netherland East Indies; sago principally from the East Indies, arrowroot prin-
oipally from the British West Indies.

These forms of imported starch displace proportionate quantities of domestic
corn and potatoes which otherwise might be utilized for the production of starch.

'}‘hﬁs imports during the past few years under the tariff act of 1922 have been
as follows:
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Starches on the free list
{Complled from Commerce and Navigation and %{o?:slily Summary of Forelgn Commerce of the United
a

Year
Commodity
1923 1024 1025 1926 1027 1928
Pounds Pounds Pounds Pounds Pounds Pounds
(1 19,612,823 7,644,047 | 21,623,847 | 31,638,288 |. -
- [0 215,783 581 2 46, 566 |. -
105,882,460 | 63,662,550 | 110,829,206 | 82,241,611 | 78,723,558 |. -
® 80, 195 95, 305 940 249, 669 |. -
7,452,041 5,626, 263 6, 229, 895 5, 239, 769 5, 614, 556 |. -
16,819 14,646 1,71 23,743 18,258 |. [P,
101,352,220 | 89,212,260 | 124,740,025 | 109,482,872 | 116,290,895 | 176, 468,608

tIncluded with tapfoca four.
¢ Includes also taploca and cassava.
8 Included with sago flour; includes also crude sago.

The importation of 176,468,000 pounds of tapioca, sago, and arrowroot starches
in 1928 was sufficient in amount to displace in effect over 5,000,000 bushels of
domestic corn which otherwise might have been utilized for the same purpose.
Our surplus of corn going into export during 1927 amounted to 13,428,000
bushels. In other words nearly 40 per cent of our surplus going into export
might have been eliminated if corn had been utilized for starch purposes instead
of these imported starches.

This displacement of domestic corn by imported tapiocs, etc., about equaled
the total imports of corn during 1927, which amounted to 5,458,000 bushels
and exceeded the average imports during the 5-year period, 1923-1927, which
amounted to 2,954,000 bushels.

The importation of tapioca, cassava, sago, and arrowroot in various forms.
therefore, exceeded in importance the importations of corn during the 5-year
period 1923-1927.

This reveals the necessity of correlating the proposed increase in the duty on
corn from 15 cents to 30 cents per bushel with the imports of tapioca, etc., by
providing an adequate rate of duty on these starches. A rate of 20 cents per
?ound is recommended on all imported starches—cassava, sago in its various
'orms, and arrowroot in its various forms, and all other starches.

These imported starches are competitive with domestic starches notwith-
standing claims to the contrary by the opponents of the proposed duties. The
consumption of tapioca by various industries, according to estimates prepared
tﬁr the experts of the United States Tariff Commission and submitted to the
ouse Ways and Means Committes, is given as follows:

Consumplion of tapioca

Per cont Total

Uses of total | smount

Pounds

Food pur - 20.4 | 25,420,

Sl or e : o7 i
Adnestves.- 27,3 | 34,018,858
Miscellaneous...... 9,5 11,838 0064
Total. 100.0 | 124, 611,200

In the statement submitted to the Ways and Means Committee by the Ameri.
can Farm Bureau Federation, in a letter dated March 18, 1929, it was shown that
70.61 per cent of the total importations of tapioca products are competitive with
domestic agricultural products. (See Exhibit A in Appendix.) If 70 per cent of
imported products are competitive with domestic products, then in justice to




28 TARIFF ACT OF 1929

agriculture, protection against this competition should not be denied in order
to favor the users of 30 ;')‘er cent of the imported product who prefer it for certain
speeit}liized processes which utilize only a small percentage of the total con-
sumption.

Tlllje textile industry, which has been cited in opposition to the proposed duty,
uses less than 10 per cent of the total imports of tapioca produets. Another
argument which has been stressed is that tapioca starch is required for adhesives
for postage stamps; but only 800,000 pounds are utilized b])_'. the Government for
the adhesives used on stamps and envelopes; this is less than 1 per cent of the
total imports., These industries can still secure tapioca starch for such purposes
if the proposed duty of 22 cents per pound is provided. Perhaps it will increase
the cost of these materials somewhat for these particular uses, but agriculture
should not be penalized to the extent of losing a market for over 5,000,000 bushels
of corn in order to favor users who consume less than 30 per cent of the total
imports of tapioca products.

he attention of the committee is invited to a resolution introduced-in the
Ilinois House of Representatives and passed by that body and the Illinois Senate
on June 4, 1929, as follows:

‘Whereas a new tariff bill has been presented to the House of Representatives

of the United States; and .
Whereas its purpose is to extend the policy of protection to our farmers and

industries; and
“Whereas stress was laid this year upon the value of this tariff revision to our

farmers; and

“Whereas this policy of protection is not extended, in the report of the House
Ways and Means Committee, to the corn farmer and corn products industry in
8o far as t?ioca and sago substitutes are concerned: Therefore be it

‘“ Resolved, by joint resolulion of the House of Representalives and Senale of
Illinois, That we urge the Congress of the United States to include protection
against tapioca and sago as substitutes for corn and corn products in the pending
tariff measure; and be it further

* Resolved, That a co y of this resolution be forwarded immediately to the
President of the United States; to the Hon. W. C. Hawley, chairman of the House
Ways and Means Committee; to the Hon. William 8. Ramseyer, chairman of the
Subcommitteee on Agricultural Products; and to Senators C. S. Deneen and Otis
F. Glenn and the Illinois delegation in the House of Representatives.”

The corn crop of the United States averages two and three-fourths billion
bushels. Less than 10 per cent of this crop reaches the primary markets, where
the Rrice is determined.

The 10 States of Iowa, Nebraska, Illinois, Kansas, Missouri, South Dakota,
Indiana, Texas, Minnesota, and Ohio produced 1,917,395,000 bushels of corn in
1927, which is approxima.te(liy 70 per cent of the entire corn crop.

The cornstarch produced by the wet milling industry from American-grown
corn can be replaced and is being replaced by starch obtained from the tropical
foreign plants, tapioca and sago. The farmers of the Corn Belt seek relief from
the competition of this foreign starch, produced by foreign. tropical labor, paid
12 to 20 cents per day.

Cornstarch and Java starch are chemically interchangeable and competitive
in that sugar, sirup, adhesives, can be produced from one or the other.

Of all the starch-producing countries of the world which assess a duty on
starches to protect the production, the United States of America is the only one
which does not assess duty on tapioca and sago starch.

Java can produce 5,000,000,000 pounds of starch, If three billions were im-
ported it would defeat the sale of 85,000,000 bushels of corn.

In the course of the hearing before the Committee on Ways and Means with
reference to the proper dutiable classification of starches of various origius,
several %ueations arose with respect to what has been referred to as the question
of their interchangeability or qualities of substitution, which has an important
bearing on the question of competition.

It has been alleged that Java starch, or tapioca, would not compete with potata
starch, or cornstarch, because it was of superior quality, or that from its use
results could be obtained which could not be secured with the use of domestic
- starches, Based on the proposition of interchangeability or substitutional
characteristics, information was furnished to the Ways and Means Committee
with respect to those fields for the use of Java starch wherein the manufacturing
interests of this country substitute or interchange the one for the other when the
question of price was favorable or determinative, and in this showing it was
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established that this interchange or substitution established a definite competi-
tion to the extent of 68.8 per cent of the importation. .

These comparisons were made with definite relations to the importation
and use of starch as starch. If, however, the importations of the Java starch
are considered in the light of the fact that this starch is as readily convertible
into sugar and siwg asg is any other form of starch, then it is obvious that the
competition, interchangeability, or substitutional character of these imported
starches is to be stated at 100 per cent.

There was an impression that the Committee on Ways and Means enter-
tained the view that duties should not be imposed on an article which was not
produced in this country, and hence tapioca would remain on the free list, because
the starch produced in Java was not produced in the United States. 1In this
connection attention is invited to the opening paragraph of Schedule 11, wool
and manufactures of, paragraph 1101 of H. R, 2667, as introduced in the Scnate
of the United States, on page 147. Here we have a provision made for the
assessment of duties on wools from Smyrna, Cordova, Valparaiso, Ecuador,
Syria, and so on, pretty well all over the world. Is it conceivable that here the
doctrine shall be favorably considered that you must not place a duty on Java
starch because it is not produced in this country, but that it is wholly reasonable
to place a duty on Ecuadorian wool? Can anyone reasenably deny the pro-
priety of the imposition of a duty on Italian canned tomatoes which are a different
variecty from the domestic tomato when growing in the field but which when
canned constitute a product which is like and similar to domestic csnned tomatoes
for gl practicable purposes? Nohody will contend with any degree of carnestness
that Sumatra tobacco, or Swiss, Italian, French, or German cheese, Chinese
rugs, Swedish iron, and one hundred and ‘one other articles are to be freed from
duty even though importers claim that no exactly similar articles are produced
in this country. It might well be argued with relation to starch, which is pro-
duced indiscriminately from potatoes, from corn, from wheat, from tapioca,
from sago, from rice, and other farinaceous tubers and plants, that no duty
should be imposed on Cuban sugar because it is not produced in this country.
Cuban sugar is produced from cane, and the greater proportion of sugar pro-
duced in the United States is from beets. Cuban sugar is piod‘iced from the
pith of the cane, just as sago is produced from the pith of the sago palm. Beet
sugar is produced from a root or tuber, just as the tapioca is produced from a

otatolike root or tuber, and whereas the sugar produced in Cuba is absolutely
interchangeable with, and substitutional for, and competitive with the sugar
produced from Michigan beets, so the Java starch is 100 per eent substitutional
for and interchangeable and competitive with starch produced in this country.
If Cuban sugar is chemically molecularly identical with sugar, hoth heing of a
given standard of strength, as evidenced by the polariscope, so it is likewise
true that Java starch and cornstarch are chemically identical and that the
constituent elements of such starches will not chemically vary any more than
the constituent elements of Cuban or Michigan beet sugar.

In paragraph 1430 of the act of 1922, which is read into H. R. 2667 as para-
graph 1529, provision is made for the imposition of duties on laces, embroideries,
and various other products and manufacturers of the textile trade at the modest
rate of duty of 90 per cent ad valorem; and in this {)amgraph, for the benefit of
this industry, it is provided that this rate of duty shall be applicable to this varied
and extensive line of textile manufacture “by whatever name known, and to
whatever use applied, and whether or not named, described, or provided for
elsewhere in this act.”

.. What will be the mental atiitude of the farmers throughout the country when
it is perceived that the very doctrine which protects the textile industries is the
basis for the deprivation of protection to the farmer? If Java starch, pound for
ound, can produce sugar and sirup of identieal quality and chemical character-
istics as can be produced from a similar quantity of corn stareh, and when it is
true that the importation of 34 pounds of Java starch will displace the sale of 1
bushel of corn, will any farmer throughout the length and breadth of the land
understand or approve a vote to prevent the imposition of a duty on Java starch,
and will he feel any lively sense of appreciation, understanding, and agrecment
with any who justify such a vote by saying that no duty on Java starch should
be imposed because it is not produced in this country, or that it is known as
tag}ocn or sago? . .
our attentionis directed to the fact that Congress in its wisdom has seen fit to
place duties on coffee substitutes (par. 774), butter substitutes (par. 709),
.cheese substitutes (par. 710), cream substitutes (par. 708), lard substitutes
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30 TARIFF ACT OF 1929

(par. 703), and it will be borne in mind that in every instance these so-called sub-
stitutes are very distinctly other and different in texture, quality, material, and
use from the article for which they are to be substituted. With coffce substi-
tutes we have interdicted the importation of acorns, chicory, dandclion roots,
ground or othrwise prepared, and all coffee subtitutes and adulterants and coffee
essence, although these may differ in character, quality, and use to a far greater
degree and constitute far less of a substitute than does the apple when compared
with the banana or jute when compared with cotton,

Whatever may be said in opposition of the doctrine of substitutes, it would
appear to have been looked upon with favor by the Congress. The fact remains
that beyond peradventure this situation does not obtain as between Cuban sugar
on the one hand and Michigan heet sugar on the other. These two articles
can with no propriety be regarded as substitutes for the reason that, in so far
as the doctrine of similitude is concerned, in quality, texture, material and use
they are identical. And so likewise with Java starch, corn starch, wheat starch,
potato starch, from this standpoint they are not to be designated or referred to
as a substitute within the connotation of that word given to it by the Congress,
because essentially as in the case of Cuban sugar and Michigan sugar these
starches are within the doetrine of similitude in the matter of quality, texture,
material, and use identical the one with the other.

In 1920 the exports of cassava products from Java amounted to 152,946 long
tons, whereas in 1927 the exports of these same products amounted to 254,388
long tons, and in 1928 the export of Cassava products from Java amounted to
495,187 long tons. What will they be in 1929 and 1930? In terms of starch,
this figure means something between 850,000,000 and 900,000,000 pounds of
starch. Reference being had to the Summary of Tariff Information, 1929, on the
tariff act of 1922, Schedule 1, chemicals, oils, and paints, page 402, it is repre-
sented that the quantity of corn starch produced in 1928 was 854,125,467 pounds.
In 1928 the 11 manufacturers of corn products which represent the wetmilling
industry of the country consumed about 87,000,000 bushesl of corn, or about
37 per cent of the cash corn delivered to the primary market on the average
receipts for the past five years.

From this amount of corn in the grain there is produced something like 4,000-
000,000 pounds of products of substantially equal proportions. That is to say,
there is produced a(i)proximately 1,000,000,000 pounds each of starch, sugar,
sirup, and cattle feed. This accounts for the 85,000,000 bushels with the elimi-
nation of a part of the moisture content of the corn. Thus we have a billion
pounds of starch used for starch purposes, a billion pounds of starch converted
into sugar, and a billion pounds of starch converted into sirup. It will be inter-
esting at this time to submit the chemical analyses of corn starch and tapioca
starch, which are as follows:

i Tapioea | Powdered
i starch | corn starch

$ T '

y Percent | Percent
Starch............. - - [ - 87.42 ¢ 87.08
Ash.. N | .12 .12
Moisture... 12.00 ¢ 12,00
%cltth%y.. .10 .10
(11121 DRI R
Fiber. ... .- . -8, -7

From a consideration of the above, coupled with the fact that sugar and sirup
can be produced with equal facility from domestic starch or imported starch, it
is apparent that the importation of 3,000,000,000 pounds of Java starch would
be sufficient to dispense with the sale by the farmer of 85,000,000 bushels of -corn.

WILL THE IMPOSITION OF A DUTY ON IMPORTED STARCH, COMPETITIVE WITH AND
A SUBSTITUTE FOR DOMESTIC STARCH, BE HARMFUL TO THE FARMER?

The answer obviously and unqualified is no.

The nonimportation into the United States of starch means the selling of an
equal quantity of starch manufactured from farinaceous products grown on the
farms of this country and which are sold by the farmer at a price strengthened by
the imposition of duty and the greater demand for such home-grown products
in this country; it means conversion costs paid to American labor. It means
the maintenance of an American starch manufacturing industry.
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So far as the curtailment of corn exports is concerned, it does not appear
probable that the diversion of Java starch excluded from the United States and
diverted to European markets would curtail the exportation of corn, for the
reason that European countries lay duties on starch, and furthermore, it costs
less to ship such starch to the United States than it does to European ports.
American corn, admitted free of duty, is used in foreign countries to preduce
starch, and these countries protect such production by the imposition of a duty
on imported starches, The United States stands almost alone in its refusal to.
protect starch produced in this country and holds the door open for the free:
admission of starch produced in Java with coolie labor at a cost of 12 cents per
d}zlzy, %o the end that the textile industry of New England may reap an advantage:
thereby. .

Are the farmers all over the country, particularly in 10 States in the Corn
Belt, to be muleted in damuges for the benefit of the textile industry? It will be
interesting to analyze the extent of this henefit.

Why should the producer of starch in Java, who employs labor for 12 cents a
day, be safeguarded as against the American farmer, on the theory that the
exportation of corn may be curtailed, when, as a matter of fact, the American is
definitely harmed in his own market and likewise in the foreign market by the
free entry into the United States of this starch which, when sold here in the most
favorable market of the world, assists and enables the foreign producers to
compete in the foreign market in the sale of the remainder of their supply, 7To
keep the foreigner out of our market will not keep American corn out of the
foreikgnt market and the American farmer will be benefited greatly in our own
market,

Further information concerning the tapioca industry in Java is contained in
the following report, dated February 9, 1929, and the following sworn state-
ments, dated July 1, 1929, by Charles D, Ridgway, jr., and Herbert T. Middleton,
who recently made a tour of the world to investigate the production, manu-
facture, transportation, and sale of starch produced from tapioca, manioe, or
cassava. (See Exhibit C.)

BANANAS

One of the most subtle forms of substitution which confronts agriculture is the
displacement of American fruits by the tropical banana. The standard of living
in America is the highest of any country in the world, but this standard of living
means high costs of materials and therefore high costs of production.

Commercial fruit growing in the United States has made great progress. Vast
amounts of money has been expended in building up orchards, modern equipment,
and fast vefrigeration service to get fruits to market in first-class condition. The
Government is spending large sums to eradicate and control diseases and pests
which attack domestic fruits. Individual growers likewise are spending large
sums to control these destructive agents. Culling and grading are carried out in
order to place a high grade of fruit on the market.

Coincident with this development in the United States, the banana industry
has bheen fostered in tropical Central America largely under the stimulus of
American and British capital. Lands for. banana plantations were sccured for
nominal sums in comparison with land values in the United States. Labor costs
are small compared with domestic labor costs. As a result the banana can be
groduccd very cheaply, transported by cheap water transportation to the United

States, and sold at prices which are so low that the consumption of domestic
fruits is greatly retarded by the substitution of the checap hanana.

It is estimated that a bunch of bananas weighs on the average about 50 pounds
and contains about 100 bananas.

The imports of bananas amounted to 25.3 per cent of the total car-lot shipments
of domestic fresh and dried fruits in 1920, whereas in 1927 the imports of bananas
amounted to 34.6 per cent, or more than one-third the total domestic car-lot
shipments of all domestic fresh fruits and dried fruits.
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The growing importance of this increased consumption of bananas is indicated
by the following table which shows the tremendous increase in imports:

e e — el
Year : Bunches Value Year Bunches Value

T T, ...E (O] $4,230,418 | 1913 _..... .| 42,537,100 e .

1809. _ ()] 5,665,688 | 1914, 48,683,502 ' L oceean

1900. . (1) 5,877,835 | 1915

1901 .. ) 6, 550, 180 {3}9

19} 7,307,437 -

1 Number of bunches not indicated before 1908,

This explains to some extent why domestic fruit growers have difficulty in
disposing of their surpluses. The enormous surplus of fruit which we import
in the form of bananas displaces the consumption of domestic fruit. To what
extent this displacement goes it is of course not possible to determine. It is not
denied that many of the purchases of bananas are made because of a preference
for bananas, but it is contended that a very considerable amount of the pur-
chases of bananas are the result of the cheaper price, and hence they displace
the consumption of domestic fruit.

The average import value of bananas in 1927 was 56.1 cents per bunch, or
about 1 cent per pound. In contrast with this extremely low value, the average
import values of other fruits in 1927 were as follows:

Cents
per pound
ADDIeS . o e ccccemeceen 4.4
A}:?icots ........................................... 6.3
Berries . o e memecccmacneee 8.3
O anNgeS . oo e e cemeeeceecamcm—acana 5.
Peaches and pears. oo orocecccemcccmcccccccmaaccacann 7.5

To protect American fruit growers against this cheap competition and to pre-
vent the undue displacement of domestic fruits by imported bananas, it is recom-
mended that a duty of 75 cents per bunch be placed on bananas.

VEGETABLE OILS AND FATS

Detailed information concerning the various vegetable and animal oils and
fats which are competitive with domestic butter, lard, and oils has already been
presented to the Ways and Means Committee. (See pp. 33-36, 41-54, 560-629,
634-638, 3687-3691; S059-8006, hearings of the Ways and Means Committee,
House of Representatives, tariff readjustment, 1929, for data presented concern-
ing oil-hearing sceds and vegetable and animal oils and fats,) In order to avoid
repetition of this information, the attention of the Finance Committee is respect-
fully invited to this material. . . .

Obviously, the duties on vegetable oils must he correlated with appropriate
duties on theé oil-bearing seeds. If duties are placed only on the sceds which
contain the oil, then the result will be to shift from the importation of the sceds
to the oil; vice versa, if duties be placed only on the oils, then the oil can be
brought in free in the seeds and extracted after entry into the United -States,
thus evading a duty. . .

Furtherm%re, begnuse of the wide range of substitution and interchangeability
which are now possible it is not adequate to place duties on certain oils and leave
the others frec of duty. The price differential and the comparative costs of
preparing the oil for consumption determine to a large extent which oils will
be utilized within a variety which are available. This renders it essential to
place on the dutiable list at adequate rates of duty the oil-bearing sceds and
the vegetable oils which are now on the free list. Requests for increases in the
rates of duty on oil-bearing seeds in Schedule 7 and various animal and vegetable
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oils now in Schedule 1 have already been presented to the committee during the
hearings on those schedules. .

The competitive groupings of the oil-bearing seeds and vegetable oils on the
frec list may be scgregated as follows: Copra, palm nuts, palm nut kernels,
rapeseed, sesame secd, and oil-bearing secds not specially provided for yield
oils which may be utilized in the manufacture of hutter substitutes and lard
substitutes to compete with domestic butter and lard. The oils on the free list
in the act of 1922 whicn thus compete with domestic butter and lard are: Palm
oil, palm-kernel oil, sesame oil, sweet-almond oil, and vegetable or nut oils not
specially provided for. In the House bill (H. R. 2667) sesume oil has been made
dutiable at 3 cents per pound and plam-kernel oil at 1 cent per pound. These
rates on sesane oil and palm oil are both inadequate.

Certain other oil-hearing sceds which are on the free list are competitive with
domestic flaxseed; these are hempseed, tung nuts, and perilla seed; the oils from
these seeds, hempsced oil, tung oil, and perilla oil, are also on the free list, Olive
oil rendered inedible is competitive with domestic olive oil. Vegetable tallow is
competitive with various domestic oils and fats in the manufacture of soap,
candles, and siimilar products. ’

The domestac producers of butter, lard, and flaxseced, as well as the domestic
producers of soy heans, cottonseed, corn, and peanuts can not he assured of the
domestic market to the extent of their ability to supply it, which was promised
to them in the recent campaign, so long as these oil-bearing sceds and vegetable
oiltssare admitted free of duty to displace the consumption of domestic farm prod-
ue

To protect domestic producers against these cheap substitutes, the following
commodities should be removed from the free list and he made dutiable at the
following rates:

Copra, 2 cents per pound, but not less than 40 per cent ad valorem.

Hempseed, 1 cent per pound, but not less than 40 per cent ad valorem.

Palm nuts, 1.7 cents per pound, but not less than 40 per cent ad valorem.

Palm-nut kernels, 1.2 cents per pound, but not less than 40 per cent ad valorem.

Tung nuts, 2 cents per pound, but not less than 40 per cent ad valorem,

Rapeseed, 1.8 cents per pound, but not less than 40 per cent ad valorem.

Perilla seed, 1.6 cents per pound, hut not less than 40 per cent ad valorem.

Sesame seed, 2.4 cents per pound, but not less than 40 per cent ad valorem,

.lAll other oil-bearing seeds and nuts, not specially provided for, 40 per cent ad
valorem.

Palm oil, 3.1 cents per pound, but not less than 45 per cent ad valorem.

Palm-kernel oil, 3.6 cents per pound, but not less than 45 per cent ad valorem.

Perilla oil, 4.6 cents per pound, but not less than 45 per cent ad valorem.

Sesame oil, 6.4 cents per pound, but not less than 45 per cent ad valorem.

Sweet-almond oil, 3.4 cents per pound, but not less than 45 per cent ad valorem.

Japanese or Chinese tung oil, 5.9 cents per pound, but not less than 45 per cent
ad valorem.

Nut oils, not specially provided for, 45 per cent ad valorem.

JUTE AND JUTE BUTTS

Cotton producers in the United States now compete not only with the cotton
producers of Iigypt, Mexico, and India. but also with the jute producers of India.

The utilization of jute for cotton bagging and bags of various kinds displaces
the consumption of 1,750,000 bhales of domestic cotton which might otherwise
be used for the same purposes. It has been shown that an inerease or decrease
of 1,000,000 bales in the supply of domestic cotton affects the domestic price
from 134 to 2 cents per })ound. Hence if only 1,000,000 additional bales of cotton
were consumed through substitution for jute, it would mean $150,000,000 more
money for the cotton farmers of the South by virtue of the increase in price,
based on an annual production of 18,000,000 bales.

Requests have been made for increases in the duties on jute bags, jute burlap,
and jute fabries during the hearings on Schedule 10.  Coupled with these increases
the unmanufactured jute and jute hutts should be removed from the free list
and made dutiable at 8 cents per pound.  The Bureau of Agricultural Iiconomics
has made a study of this whole problem and has worked out mathematically
what rates would be required in order to make possible the substitution of cotton
for jute. The rates which are requested on unmanufactured jute and manu-
factured jute are based upon this study. (See pp. 5674-5676, hearings of Ways
and Mecans Committee, Tariff Readjustment, 1922.) We desire tc ecmphasize,
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however, that unless rates of duty on jute and jute products are provided which
will be adequate to make possible the substitution of cotton for jute, we prefer
no duties on these products hecause such duties would impose a burden on the
farmers without commensurate benefits unless the rates are sufficient to promote
the substitution of cotton for jute.

‘Extensive investigations by the Cotton Marketing Division of the Bureau ot
Agricultural Economics has demonstrated that cotton is superior to jute for use
in cotton hagging as a covering for cotton bales. The bagging from cotton is
more clastic and withstands shipment much better; it is lighter in weight and
therefore subject to less taring charges and other fees based on weight; less cotton
is wasted through adhesion to the bagging; it also has a greater resale value when
garnetted for reuse. (For additional information and for rates srequested on
manufactured jute, sce pp. 5665-5679, hearings of House Ways and Means
Conmiittee, Tariff Readjustment, 1929.)

WASTE BAGGING AND WASTE SUGAR SACK CLOTH

For similar reasons, it is requested that waste bagging and waste sugar sack
cloth be removed from the free list and be made dutiable at a rate of 5 cents per
pound. Imports in 1926 totaled 62,554,778 pounds and in 1927, 37,261,691
pounds. These imports displace proportionate quantities of domestic cotton
which otherwise might be utilized for the same purposes.

BROOMCORN

The third group of produets concerning which recommendations are made
consist of those which compete direetly with domestic products.

Broomcorn imported into the United States competes directly with domestic
broomeorn. This industry has been badly hit by the development of vacuum
sweepers and other cleaning devices. With a greatly lessened demand, the
industry therefore needs tariff protection in order to maintain itself success-
fully in such of the domestic market which remains.

According {o the census of 1920, broomeorn was produced in the following
States: Connecticut, New York, New Jersey, Pennsylvania, Ohio, Indiana,
Illinois, Michigan, Wisconsin, Minnesota, Towa, Missouri, South Dakota,
Nebraska, Kansas, Delaware, Maryland, Virginia, West Virginia, North Carolina,
South Carolina, Georgia, Kentucky, Tennessee, Louisiana, Oklahoma, Texas,

daho, Wyoming, Colorado, New Mexico, Alabama, Mississippi, Arkansas,

itah, Washington, Oregon, and California. Although the production in many
of these States was small, it is evident that the distribution of production is
sueh that we ean produce all that we require if adequate protection is afforded.

The House bill removed this article from the free list and made it dutiable
under paragraph 777 at 810 per ton. A rate of $25 per ton is recommended.
Based on the average value of imports in 1927 amounting to 3145 per ton, a duty
of 825 would be equivalent to an ad valorem rate of only 18 per cent.

CHESTNUTS

Although cnormous inroads have been made into the chestnut forests of the
United States through the devastations of the chestnut blight, the industry is
not extinet, but a large supply of domestic nuts still remains available, particu-
larly in the South. In addition there are a considerable number of commercial
groves outside of the infested area which are producing nuts for the market.

Furthermore the United States Department of Agriculture has been intro-
ducing for several years, blight-resistant varieties from China and Japan which
apparently are thriving in a splendid manner. The department now has 260,000
trees which will be placed in the hands of cooperators within the next year or two.

The progress which has been made in the introduction of these varictics and
the prospect for rehabilitating the chestnut supplies from the standpoint of nut

roduction are set forth in a letter from Dr. William A. Taylor, Chief of the
ureau of Plant Industry, United States Department of Agriculture, which is
submitted as Exhibit B in the appendix herewith.
- t’tl‘he following significant statement, however, is quoted from Doctor Taylor’s
etter:

“As to whether.from the purely cultural standpoint it appears likely that the
chestnut industry can be restored in the United States on a reasonably permanent
basis, our speciaiists are convinced that such restoration is probable.”
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A rate of 4 cents per pound on chestnuts, including marrons, unshelled, and a
rate of 10 cents per pound on chestnuts, including marrons, shel'led, dried, baked,
prepared, or preserved in any manner, are recommended.

COTTON

The cotton growers of the United States do not have a monopoly of the world
supply of cotton, as some people suppose. On the contrary in recent years
domestic producers are encountering growing competition in domestic markets,
from imported cotton, particularly from long-staple cotton imported from Egypt.

The imports of long-staple cotton have more than doubled under the tariff
?(ill; of 1922 which places raw cotton on the free list. The imports have been as

ollows:

IMPORTS OF COTTON, UNMANUFACTURED, LONG STAPLE (FREE)

Year Pounds Value
1022, . 183,618,239 | 1$9,659,170
1023, 58, 460, 482 17,163,023
924 64,872,087 23, 200, 876
20, 499, 979

d J
53,732,641 | 18,582, 494
60,570,800 19 ggc,z'm

134,345,005 | $31,708,703
128,004,825 | 32,270, 845

05, 743, 768 25,395, 549
106,300,597 | 32,274,618
127,660,621 | 27,657,199
136,028,053 | 26,044,477

COTTON WASTE (FREE) ~

....... 28, 309, 261 $2,674,371
77,022,332 6,727,765
33,663, 041 4
. 36,393,055 3,726,892
................... 29,735,862 2,147,002
.......... 24,729,721 1,622,772

1 Sept. 22 to Dec. 31, 1922,

Wages of agricultural workers in Egypt in 1928 ranged from 30 cents to 50
cents per day 3Unitcd States currency) for men and from 15 cents to 25 cents
for women and children, depending on the type of work done, the scason of
the vear, and the district in which located. (See p. 93, Wages in Foreign Coun-
gies, pnielgared )by the United States Department of Labor, S. Doc. No. 9, 71st

ong., 1st sess.

In contrast with these low rates, the average male wage rates which prevailed
in the southern region of the United States in 1928 were as follows:

South Atlantic region:

Per day, with board._ . . deeeao- $1, 33

Per day, without board. -« cicieaa-. 1.73
South central region:

Per day, with board. .o oo iccceacaa- 1. 29

. Per day, without hoard. .o ciaicaccaana 1. 68

The average wages paid to casual hired farm laborers in the southern region
of the United States in 1928 were as follows:
South Atlantic region: Total, including cash and perquisites, per day.... $2, 76
East south central region: Total, including cash and perquisites, per day. 2. 50
lgge;a pp. 1058 and 1060, United States Department of Agriculture Yearbook,

In order to protect domestic cotton producers from this competition, it is
recommended that a duty of 7 cents per pound be placed on cotton 114 inches
staple length or longer.
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TOBACCO STEMS

Tobacco stems, uncut, ungrouni, or unpulverized, are now on the free list
although cut tobacco stems are dutiable at 35 cents per pound. A duty of 5
cents per poun: for tobacco stems, uncut, unzround, er unpulverized is recom-
mended, in order to foster a more profitable utilization of this product.

CITRUS JUICES

Orange juice, lemon juice, lime juice, and other citrus juices imported into
the United States displace domestic juices extracted from domestic fruits and
hinder the profitable utilization of grades of fruit which are not suitable for mar-
keting profitably as fresh fruit.

‘L'z action of the House of Representatives in placing a duty of 5 eents per
pound on citrus juices rendered unfit for beverages is gratifying and it is hoped
that the Senate will retain this provision. It is hoped, however, that the Senate
will provitle protection on citrus juices for heverage purposes also and to that end
it is recommended that a duty of 70 cents per gallon be placed on sweet-organe
juice, sour-orange juice, grapefruit juice, lemon juice, lime juice, for beverages
and also on bheverages of which these juices constitute the major part. This
rate would be in line with the duty of 70 cents per gallon on all other fruit juices
not specially provided fdr.

On concentrated juice from citrus fruits, whether in liquid, solid, or powder
form, a rate of 35 cents per pound is recommended.

COWPEAS

The action of the House of Representatives in placing cowpeas on the duti-
able list in the paragraph with beans (par. 763) at the same rates as beans is
commendable and it is hoped that the Senate will concur in this ection.

SUGAR-BEET S8EED

It is reccommended that sugar-beet seed be removed from the free list and be
made dutiable at 4 cents per pound. There seems to be no reason why we can
not raise all of the sugar-beet seed that we need and the importation of 13,378,549
pounds of seed in 1927 would appear to warrant the imposition of a protective
duty in order to foster the development of a domestic supply of seed adapted to
the climatic conditions prevailing in the sugar-beet areas of the United States.

ExuiBiT A

LETTER OF CHESTER H. GRAY, WASHINGTON REPRESENTATIVE, AMERICAN FARM
BUREAU FEDERATION, TO MEMBERS OF THE COMMITTEE ON WAYS AND MEANS,
HOUSBE OF REPRESENTATIVES

Maren 18, 1929.

The American Farm Burcau Federation has presented data to the Ways and
Means Committee asking for increased rates of duty on grain, such as corn and
wheat, and also on one vegetable, potatoes, from all of which starches are perhaps
the most important industrial product.

Particular attention has been called also several times to competitive starches
which come to us from foreign lands, One of the most important of these foreign
starches is that made from tapioca in its several forms.

It will do slight good to the corn, wheat, and potato growers of this country to
raise the rates of duty on these commodities and then in the same act leave such
foreign-grown starches as those coming from tapioca on the free list. Therefore,
it is urged again that the foreign-grown starches, particularly tapioca, but also
the sago starches, be made dutiable.

Reasons, in addition to those given in the briefs of the American Farm Bureau
Federation, are called to the attention of the members of the Ways and Means
Committee at this time:

. The United States Tariff Commission has submitted to the Committce on
Ways and Means of the House of Representatives a statement covering tapioca,
tapioca flour, and cassava, containing the following information—

‘““It has been estimated that from 40 to 50 per cent is used for food purposes, 30
per cent as glue for furniture, and the remaiuder for other purposes mentioned.’”
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This statement has been used by the tapioca interests in the briefs presented to
the Committee on Ways and Means, in an evident effort to lead one to the con-
clusion that tapioca is used mostly for food purposes, and even for that use the
amounts are not consequental. Undoubtedly, the Tarif Commission based its
-estimates upon supposedly reliable information., Nevertheless, the statement
referred to may need to be modified in conformity with facts as they exist at the
pr%s;:nt time, due largely to the rapidly increasing importations of tapioea since

The Division of Agriculture Products and Provisions of the United States
Tariff Commission quotes from the statistics of the United States Department of
Commerce for the year 1928 in regard to tapioca importations as follows:

Pounds
Tapioc.e.ceeceacaas cmmmcean cececcmmaan ecmemececmccmmancaan 13, 033, 226
Tapioca flour. « oo a o a o e ccaccccicacaanaaaa 128, 521, 898
CASEAVA e e e ceecccmcmcccmeaccccaaececmcnemaccmme———————————— 29, 660, 585
Total. . - e eccmacaceaaa 171, 215, 709

A liberal allotment for food purposes would be all of the tapioca item repre-
senting the highest grade plus an estimate of 7,000,000 pounds of tapioca flour
used in the manufacture of minute tapioca, making a total of 20,033,226 pounds
for food purposes. This represents 11.7 per cent of the total importations of all
forms, or 14.15 per cent of the sum of the importations of (apioca and tapioea
flour. It can not be denied that a cousiderable portion of the tapioca used for
food purposes, probably half, is direetly competitive with domestic food products,
Manifestly the statements of the importers of tapioca before the Committee on
Ways and Means that 40 per cent of the tapioea importations is used for food
purposes is grossly exaggerated, and the obvious effeet of this misstatement is to
minimize the much larger and more important industrial uses in which tapioea
competes with domestic starches.

The item ““cassava,” representing the crudest form, also called ““gaplak meal,”
is used for cattle feed. These 29,600,585 pounds represent 17.3 per cent of the
}ot:}l importations, and are, of course, directly competitive with domestic cattle
eed.

The importations of tapioca flour amount to 128,521,898 pounds. Subtracting
from this 7,000,000 pounds as used for food purposes in the production of minute
tapioca, there remains a balance of 121,521,898 pounds to be accounted for. It
is claimed that in certain ficlds tapioca and domestic starches are noncompetitive.
This claim is recognized when justified in the following analysis:

{ Dot ! e
Amount | ‘\0"‘;;"'.2""“ . Competitive
; |
]

Industrial uses of tnpioca: ! Pounds f Pounds i Pounds
Vegetable glul.....cccereanennacnccacconcncscasannen v 125,000,000 ! 25,000,000 ! None.
A 3] . - 225,000,000 ¢ 412,500,000 E 4 12, 500, 000
ExplosiveS..v..... ! 1, 500,000 | None. | 1, 500, 000
Briquette. . aaee : 2,000,600 Nono. { 2, 00V, 000
Postage stam» aese . ! 800, 000 §00, 000 None.
QGummed paper and en I e . 3 2,000, 000 2,000,000 | None.
Other uses (general adhesives, €1€.) ccccvenaccenncnan 63, 221,898 None, ; 65, 221, 898

121, 521, 898 ' 40,300,000 81,221,898

t Affidavit by Dr. Willlam M, Grosvenor,

? Estimated by increasing figures of Tarlff Commission of 1921 by 12 per cent.
! Estimated, no direct figures obtainable, but intended to be liberal,

¢ Estimated, intended to be liberal to the noncompetitive quota.

The use of 25,000,000 pounds in vegetable glue sworn to by Doctor Grosvenor
is 14.6 per cent of the total ta})ioca importations, or 19.45 per cent of the tapioca
flour importations. The brief filed by Mr. Strasscr claims 30 per cent used for
vegetable l§lue. Both statements can not be correct.

n the basis of the above analysis, 60.83 per cent of the tapioca flour used in
the strictly industrial field is competitive with domestic starch. However, if



38 TARIFF AQT OF 1929

only one-half of the tapioca used for food is considered competitive the following
results obtains:

Comgetitive uses: Amount
ne-half of food consumption..._..caeoceanoooo.. pounds.. 10,016, 613
Cattle feed . - oo e oo ccccccccaean -..do.._. 29, 660, 585

Industrial purposes. - oo i eiecemmam—an do_..._ 81,221,898
B 10 Y U EpEIEUPPN 1120, 899, 096

If 70.61 per cent of the tapioca importations is competitive with domestic
agricultural products, then there is certainly no justification for admitting any
tapioca products free of duty. When approximately three-fourths of the im-
ported tapioca comes into competition with home grown starches in one of three
ways—in food, in cattle feed, and for industrial purposes, it seems wise to suggest
to the Ways and Means Committee that our home-grown starch-producing plants
be protected against a foreign plant like tapioca, which is produced mostly in
the Strait Settlements and Java, under conditions of cost which are not possible
to meet in the United States.

Very respectfully,
AuericaN FArv BurREau FEDERATION,
Cugester H. Gray, Washinglon Representative.

Exuieir B !

UNiTED STATES DEPARTMENT OF AGRICULTURE,
BUREAU oF PrLANT INDUSTRY,
Washington, June 20, 1929.
Mr. W. R. Oag,
American Farm Bureau Federation,
Washinglon, D. C.

DeAR Mr. Oca: Replying to your inquiry of the 14th instant, regarding the
present status of the chestnut industry in the United States, while no very
comprehensive recent study of this industry has been made by the department,
theﬁt‘ollowing information may be helpful to you in your consideration of the
matter.

The major portion of the production of chestnuts in this country at the {)resent
time is derived from the native chestnut trees in the southern Appalachian
Mountain region. Only a small part of the crops of these wild trees is harvested,
and the trees themselves are rapidly decreasing in number through destruction
by the oriental chestnut bliézht which appears destined eventually to wipe out
entirely the existing stands of native chestnuts.

Considerable effort to establish blight resistant varieties of oriental chestnuts
in the United States hus been made. Within the past 10 jears, the Bureau of
Plant Industry has placed with cooperators suitably located some thousands of
trees of Castanea mollissima,the Chinese hairy chestnut, which is quite resistant
to blight. The burcau now has in growth some 200,000 small trees of the more
promising blight resistant forms which will be placed with cooperating experi-
menters during the next year or two. It should be borne in mind, however,
that these go primarily into forest plantings and that the production of nuts
is likely to be much less than if the trees were planted in orchards. A few hune
dred acres of the Japanese chestnut, Castanea crenala, are in growth chiefly in
small plantings in the eastern and middle United States.

As to whether from the purely cultural standpoint it appears likely that the
chestnut industry can be restored in the United States on a reasonably permanent
basis, our specialists are convinced that such restoration is probable. Much
would depend on the development of methods to protect the crop in the eastern
chestnut area from chestnut weevil, In the Pacific coast area, which is thus far
free from both blight and weevil, considerably increased production seems entirely
reasonable to expect. The pioneer plantings of that region, comprising some-
thiag over 160 acres, are now being rapidly increased.

e have no very definite statistical information on the acreage of existing
¢ommercial groves of cultivated chestnut trees. Probably the bearing orchards
now in existence do not exceed 400 acres in the eastern area.

It appears reasonable to expect that, in so far as cultural problems are con-
cerned, if the chestnut weevil can be satisfactorily controlled, it will be possible

3 Equals 70.61 per cent of the total importations,
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to develop orchards of grafted trees of blight resistant ‘‘ Tiger paw’ and allied
forms of sweet chestnuts from China and certain of the Japanese varictics, yield-
ing nuts of acceptable 1)uality that would produce profitable crops of chestnuts
of a quality that would be reatiily salable in our home markets.

Very truly yours,
Wu. A. TavLoRr, Chief of Bureau.

Exuisir C
StaTE OF NEW YORK,
County of New York, ss:

Charles D. Ridgway, jr., and Herbert T. Middleton, being first duly sworn,
depose and say that: L

At the instance of and pursuant to direction by the Corn Products Refining
Co., we made a tour of the world, for the purpose of investigating the production,
manufacture, transportation and sale of starch, produced from tapioca, manioc,
or cassava.

In the course of this investigation we visited the Jsland of Java, where this
starch is more largely produced than elsewhere in the world, and the facts ascer-
tained and conclusions drawn therefrom, are more particularly set forth in our
report dated February 9, 1929, and abstracet or digest of which is hereto appended
and made part hereof.

Deponents state that Java has an area of 50,762 square miles or is about the
size of the State of New York; native population estimated at 40,000,000; edu-
cation elementary, if at all, as the Dutch do not believe in educating the masses
beyond their class. The native labor is paid from 12 to 20 cents per day. Cassava
is very extensively grown.

An American concern—the Perkins Glue Co.—has invested argely in starch
production for shipment to the United States. This country offers the most
favorable market bhecause, as we are advised and verily believe, it occupies and
maintains the unique position of being the only starch producing country in
the world which refuses to place a duty on Java starch. The Perkins Glue Co.
controls about 16,572 acres against 3,000 acres now under cultivation, and em-
Floys about 5,000 natives. Stein, Hall & Co. act as agents for the H. V. .\, the

argest and most efficient producers of starch in Java, The Hall Trading Co. is
restricted by agreement to the exportation of, gaplek, gaplek meal, and crude
unrefined starch.

Deponents further state that there are about 40 estates under European
management,

In 1928, according to Government statistics, from 2,000,000 acres planted,
the yield was 3.25 long tons per acre; the total production of fresh roots was
6,500,000 long tons or about 14,560,000,000 pounds, which on the hasis of 35
p{sr cﬁnt recovery of commercial starch would produce 5,096,000,000 pounds of
starch.

The yield of 3.25 per acre as above is very conservative, a ver[vl much higher
yield being possible, and there is 86 much produced, and so much more can be
grown, that there will always be a supply equal to any demand for export.

Deponents state that freight rates are less to New York than to European
ports, Pure starch can be laid down ¢ i. f. New York at $2.31 per 100 pounds
as against $2.45 European ports, and there is no reason why this New York

rice can not he lowered by greater production, lessened costs, increased organ-
ization and better manufacturing facilities; coupled with the production and
sale of alcohol from starch residues, the advantageous disposition of which will
permit the sale of starch at reduced prices.

The total exports of Cassava products from Java in 1926 were 152,946 long tons,
in 1927 they were 254,388 long tons, and in 1928 they amounted to 495,187 lon
tons. In terms of starch this figure means something hetween 850,000,000 an
900,000,000 pounds of starch, and this exportable supply can readily be tripled,
which on the basis of starch production from corn of 34 pounds per bushel,
would displace the sale of something in excess of 85,000,000 bushels of corn.

And further deponents saith not.
Cuaries D. Ripaway, Jr.,
H. T. MipbLETON.

Subscribed and sworn to before me this 1st day of July A. D., 1929,
[sEAL.] FRANKLYN Dok,
Notary Publie, Nassau County, N. Y.
Commission expires March 30, 1931,
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Java, Durcn Easr INDIES, February 9, 1929.

Java has an area of 50,762 square miles, about the same as the State of New
York. The length from east to west is 605 miles; the width about 80 miles.

The native Javanese is from Malay stock. The total native population ig
estimated at 40,000,000. To this must be added 500,000 Chinese; 300,000
Arabians; and 100,000 Europeans, mostly Dutch,

Edueation in Java seems to be of elementary nature. It would seein that the
Duteh do not believe in educating the masses beyond their class.

In order that the large population may be fed, every square yard of arable
land must be cultivated, and to achieve this, all must help.

The hotels in Java are very good.

The roads of Java arc remarkable. One can travel by auto in any direction
over as good roads as any in the United States.

Government regulations forbid the purchase of land by foreigners, This,
however, is overcome Ly leasing land from the natives for a period of 75 years,
after which the lease is usually rencwed.

A great deal of eassava was seen growing, hoth in the small seale by the native,
and also on regulation plantation scale. Many of the plantations could be scen
from the main highway.

Beside the native and Chincse factories whieh are very numerous and vary
from very small crude affairs to quite modern mills, there are large plantations
orestates. At the Department of Agriculture we learn that none of the Iuropean-
managed estates make report of their operations to the Government.

While in Socrabaia, we ealled at the H. V. A. office and were most courteously
received by their general manager.  He said not even a crown prinee of Holland
would be allowed to see their properties.

We did not attempt to see the Perkins Glue Co, plantations. It is quite inac-
cessible in the lowlands of the southwest, They control 16,575 acres, of which
3,000 acres have been cleared and are now under cassava, This company cmploys
5,000 natives.

Both sweet and bitter cassava are grown in Java. The native usually grows
the sweet variety, while the estates generally grow the bitter kind.  This latter
is safe from depredation, while growing in the ficlds, and also it is freer from
insect pests. The plant is coarser in growth, the roots being more fibrous; due
to the extra size to which they grow, more starch is produced per aere.

Manufaciure of cassava.—'I'he fresh roots are seraped and pecled and washed.
The roots are grafed, the stareh is washed from the resultant mash by means of
water, the starchy waler passing through the cloth is settled out in tubs. In the
more prosperous Chinese grinding factories, the pulled roots are washed by ma-
chinery fed by high-speed power rasps.  The starch is washed from the pulp by
meuns of shakers or reels, usually covered with brass wire cloth. For high-grade
flours, the stareh is given a second and third washing.

The large European-managed factories use rasps made with hardened metal
plates and wedges revolving at high speed.  Fibre is washed in reels and shakers.
The starch is separated either by settling in tanks or by tabling and the starch is
dried in kilns of various types.

The Hall Trading Co. are about to build a gaplak grinding mill. They will
locate their plant on the north shore of the island. ’

The methods used in Java for the cultivation of cassava may be divided into
three groups: The small native grower, the larger native and Chinese grower,
and the European-owned cstates. The roots are harvested at froin 8 to 10 mmonths
after planting, The yield per acre of fresh roots obtained by the small native
grower is naturally very small—probably not more than 4 tons per acre. The
Iarger native or Chinese grower secures results approximating 8 touns per acre
when the roots are harvested at from 8 to 10 months after planting.

The wages paid for labor vary from 12 to 20 eents per day.

There are 40 estates in Java which are under the management of Europeans.
It is impossible to obtain any information from these estates, either about their
factories or their method of cultivation, as they will not give any details even to
the Government as to their operations. These estates plant many different
varieties of cassava, using the variety which experience demonstrated gives the
best results under soil conditions existing in any locality. The so-called poisonous
variety (Manihot utilissima pohl) was being planted by the estates in inereased
quantitics which give a larger yield per acre in hoth roots and starch. The roots
are harvested from 13 to 18 months after planting, depending upon the variety
used, and a yield of from 10 to 20 tons per acre is obtained.
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Tasre No, 1

Freight rates to Europe: . Per 100 pounds
GapleK. v eoceeimnncaaeanaae- cmemememeemememmesm—n—e————— $0. 8000
Gaplek meal. oo ocr e ieracacmcccraencaaas . 7424
Ampas (waste) . 8182
Tapioca flour.. - . 5182
Pearl...... e emmammeeeeeemeceweceameesesecmsmomemmeeeme~e——— . 6970

From Semarang the rates are $0.029 more per 100 pounds for lighterage.
Freight rates to New York: \x 01 100 pounds
APIEK - - - o oo e e mmmmm e mmmemmmemmmsem e —m————m e oo $0.7640
Gaplek meal._. . 54566
Tapioca flour- ... . 3818
Flake and siftings. oo oo comaocccecaaea e ecmecmemmme—————n . 5465
Pear]. . e ececccecmcceacanenn——— [ . 4242

From Semarang the rates are $0.029 more per 100 pounds;for lighterage.
Insurance premium to New York is 0.5125 per cent.
Freight rates to Korea: Gaplek menl, $0.2647 per 100 pounds, including fumi-

gation in Korea.

Insurance, three-eighths of 1 per cent.

TasLE No. 2.—FEzporls from Java of cassava products, 1925 to 1928, inclusive

GAPLEK
[Long tons are used In all tables]

1928 in-
1925 1926 1927 1928 CTEASO
over 1927
Ezxported to— Per cent
UFODB- ceemraecnmscscacamnnasmsanonseanannenrene 38,400 ! 10,0571 16,648 31,782 [
Japan. ... 12,075 22,317 5,468 | 20,499 1
Elsewhere.... 621 442 5856 2,511 32
Total.ceerenenannan cecemanteateinsaraaseasanann 51,102] 34,776 | 22,701 54,792 | 141
GAPLEK MEAL OR FLOUR!
; ;
93,607 | 244,777 | 16t
580 | 1,433 147
1,450 . 21,805° 1,411
.......... RS -7/ S
Total.... 05,637 1 269,493 | 152
AMPAS (WASTE)
e e
Exported to— I |
Furo 3,288 306! 220 950! 320
43 457 848 169. ()
16 425 806 ! 81 @
3,477 | 3,927 ! 3,884 | 10,026 | 158
- TAPIOCA FLOUR
Exported to—
Europe.... 19, 661 11,830 22,400 27, 515 2
Japan..........L.o. 9,115 | 8166 12739 10,671 54
United States 40,907 2,746 | 49,405 | 54,638 10
Elsewhere . ,085 | 18,356 | 20,358 | €09 [0
Ol e cecanaraaccaraccrasnnceansenenannennnn 87,818 | 81,008 | 113,092 | 121,033 9
TAPIOCA FLAKE
Ezxported to— ;
Europe. ..l 4,658 4,227 4,100 85
United Siates ol Ml Mue| Thel
Elsewhere..... 72 )eeneannn. 21 146 508
TOlA). ceeeennnecrccnnencansnnnnns 5,415 4,942 4,90 | 10,141 103

! The manufacture of gaplek meal was started in 1026,

1 Decrease,
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TaBLE No. 2.—Ezxrporis from Java of cassava products, 1925 to 1928, inclusive—
ontinued
TAPIOCA PEAKL AND SEEDS

l 1028 in-
1025 1926 1927 1923 crease
i r 1927
Exported to— i ¢ Per cent
FUTODE. « - e eeneensnnemenmenensennnne caemen Jd o 7433 8,073 8,205 13,008 | 57
United St 2,068 2,702 2,609 2,879 45
Flsewhere. 2,827 1,834 2,200 9,217 l 310
TO). cennreennaenanensannes cosanacncnnenesens| 13,228 | 12,609 | 13,185 26,102 ! ..... -

‘TABLE No. 3.—Ezports of cassava producls from Java tn 1928 showing importing
countries and values

{In long tons)

1
Gaplek Qaplek meal | Ampas | Tapiocaflour
— i e —

]

Exported to— i
Holland. ..o et 301 32,170 362 3,201
Germany . 1,598 39,459 380 1,863
Belgium 209 34,465 ¢ 379 1,002
France.. 2,839 25% ! 623 3, 520
Denmar| , 586 49, 554 344 17
NOIWAY . . e iiiieiiacaaeiceanaccone socannaanacnnn 45,195 190 252
Great Writain. 1,696 43,142 1 6, 889 16,659
United States. .. oo el 12,1 25 , 638
@ Japan......... 20, 500 1,434 169 19,672
ChinaLL01001 0TI L 65 | 20! 7,043
Spain. .. 23,003 f.aecennnanenann tereeeereaaaaae ceeccevazesaa
Elsewhere.........c.coooi . 2,510 1,312 ; 3 15,766
T D, 54,792 269,493 | 10,026 124,633
Value in Java....c.ooeennnnnnn. $870,698.00 | $5,046,317.60 | $120,270, 60 § 35,089, 628. 00
Average value per 1ang ton in Ja: $15.8910 $18,7253 $11. 9967 $40. 8369
Average value per 100 pounds in Java. $0. 7004 $0.8360 $0. 5336 $1.8231

The value of gaplek, gaplek meal, and ampas, include the cost of second-
‘hand hags, which amounts to about $0.15 per 100 pounds for gaplek, $0.12 per
100 pounds for gaplek meal, and $0.17 per 100 pounds for ampas. The other
products are shipped in new bags, the value of which is included.

g Flake and siftings | Pear] and seed
Long tons Long tons
815 1,083
26 2,095
351 2,071
3,213 22
aee 523

10, 141 26,102
$673, 381, 60 $1, 700, 818. 80
$66. 4019 $65, 1010
$2.0444 2, 9000

P
i

" Note.—The total exports from Java in 1028 o cassava products amounted to 495,137 long tons as coms
pared with 254,388 tons in 1927, or an increase of 65 per cout in one year.
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TasrLe No. 4.—Analysis of average cosis of cassava producls from Java in 1928
[Costs per 100 pounds c. 1. . New York for 1028)

Qaplek | Taploca Pearl

meal flour | F1aKe | 4ndseed

Average cost in JAvA. e ceeeceiiaianaiecacnanaan $0,8360 | $1.8231 0644 9090
rOKeragoe...cooveeecenn <0041 .0148 .0146
QGoverament stamp tax. . 0084 .0182 L0208 | . .0201
Harbor duty....ee..... . 0073 . 0073 . 0073 .0073
Statfstical duty.. 0020 0076 .0076
shl?ping costs... . 0038 . 0631 . . 0638
Frelght to New ¥ o155 | L3si8 | 456 L4242
Insurance... j_ -0075, .0UB . 0186 0177
Total average cost for 1028.....ceeeeenvcanrenereacrnnnnnn I 14744 . 2.3185| 3.6514 3.4731

Note.—For importation into the United States, the gaplek and gaplek meal must ba stored in fumigated
warehouses, packed in new bags, and handled in fumigated lighters if they are to be used for cattle food,
If they are to be used in industry, fumigation is not necessary., Fumigation costs about $0.0038 per 100

pounds.
No gaplek shipped in 1928,

Analysis of average costs per 100 pounds ¢. 1. f. European porls in 1928

Gaplek : Taploca Pearl and
Gaplek mgal llgur Flake seed

i
Average cost in Java.. $0.7004 | $0.8360 © $1.8231 | $2.9644 $2.9000
Brokerage. . . 0035 . . . 0001 .0148 . 0146
QGovernment stamp tax. 007 . | 0182 . 0296 .0201
Harbor duty............ 0073 . 0073 0073 . 0073 .0073
Statistical duty. 0016 . 0020 6 . 0076 . 0076
Shipping costs... . 0636 . 0636 . N
Freight to Europe.. . 8900 L7424 (5182 . 8901 6970
DSUTARCO...cvvncrrenennnsnsaannn . 0084 . 1 .0188

Total average cost for 1028...

Note.—The freight rates to Europe are higher than to New York, as shown above,

! re009] nrorzn! 24563] 4d0033] 37466
! ! i

TaBLE No. 6§.—Cost of gaplek meal f. 0. b. Java as of February, 1929
{Per 100 pounds f. 0. b, Surabaya)

For delivery February to May. .- oo oo o iamaes $0. 9412
For delivery May and June. . oo e eemv e . 9118
For delivery July to January. ..o oo cmmecaccecemmaman——- . 8823

Note.—These are buyers’ offers as per the bulletin of the Surabaya Chamber
of Commerce. The sellers’ offers are $0.015 per 100 pounds higher.

Note.—From December to May there is a shortage of gaplek on account of
the rainy season, and its quality is bad due to mold and weevil.

Analysis of the cost of gaplek meal f. 0. b. Java as of February, 1929

{Per 100 pounds of meal)

Cost of gapPleK- oo o oo ecmeccccceemmemcee—————— - 80. 6500
Grinding cost and loss of weight_ - - oo crneeeaas . 0733
Secondhand bags. .. iieicccicccmcneama—————— . 1176
General eXpPeNBe. oo oo ceescimemmeancm—m——————- . 0147
Shipping eXpense. cu e e ceca e ncareaccccemcecmcccccem—cmean———— . 0813
Brokerage eXpense. o c oo ccmcceccccaccmesccmmeeememee—————————— . 0041

73 71 I, eemmcecmcmeccceomeemaenn . 9412
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TasLe No. 68.~C. ¢, J. cosis of gaplek meal as of February, 1929

[Per 100 pounds)

Sost | cost | cost

New el f o L1

York Korea | Europe
Cost 1. 0. b, Surabay. $0.0412 | $0.0412] $0.9412.
0cean freighteeneenanan. L5455 | 2647 7424
I teeamrmnemramenraeraeananseearanann : L0076 0045

Total cost . |, f. 1.4943 | 12100 16920

Note.~These costs are $.02 per 100 pounds higher than the average costs for 1028,

NotE.—The [. 0. b. prices have varied hetween a minimum of $.73 per 100 pounds and a maximum of
$1.03 per 100 pounds, during the three {enrs in which gaplek meal has been manufactured in Java.

Note.—Fumigation is required by the Japanese Government, but it is done by the steamship company,
and {ts cost is included in the freight.

TasLe No. 7—Estimate of amount of cassava available in Java

According to Government statistics, area planted in 1928, 2,000,000 acres;
the yield was 3.25 long tons per acre.

The total production of fresh roots was thercfore 6,500,000 long tons.

In 1928 the tonnage of fresh roots used for export was as follows:

Long tons.

For gaplek, 54,800 by 2equals_____ .. ___.___.___ 109, 600
For gaplek meal 269,000 by 2 plus 5 per cent equals 564, 000
For tapioca flour 125,000 by 5 equals. . --- 625,000
For tapioca flake 10,000 by S equals. .. . oo 50, 000
For tapioca sceds 26,000 by 5 equals. ..o ..o 130, 000
TotR]. cm e e mc e e e e ccccccecccccmmam——— 1, 479, 500

Surplus for home consumption or for export 5,020,500 long tons.

Nore.~The cost of the roots will vary with the demand, and also with the
rice of rice. When rice is high, the natives eat more cassava, and therefore there
s less available for export. However, there is so much produced, and so much
more can be grown, that there will always be an ample supply of roots to fill
practically any demand for export.

It is our opinion that the above statistics supplied by the Government are not
correct, cxce{)tiug perhaps the total tonnage produced. Practically all the cassava
we saw would give a higher yield than 3.25 per acre, and the only explanation is
the fact that the European-owned cassava estates scem .0 be very anxious to
impress the world with the idea that the production of cassava is unprofitable.
This explanation is further supported by the fact that the largest European-owned
cassava cstates have always refused to furnish the Government with any informa-
tion as to their operation, in contrast with all the other estates such as sugar, tea,
coffee, rubber, ete, .

TaBLe No. 8.—Weight per cubic fool of cassava products

Product: Pounds
GapleK o o o e cemmmcemececmme—mmm————— 25
Gaplek meal. oo oo cceae—eacc——————— 30

INPAS e am e eem e m e m e e e e e cmmemmccmmemmcamc—am—————— 20-25
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TasLe No. 9.—Showing analyses of ampas and gaplek meal

Ampas Qaplek meal

Per cent | Per cent | Per cent
MOIStUFO. e veceescercnasecescuecrannecacsenansocosrocraanunoscasnnceocns 15.8 14.2 16.6
Ash.... racesnsecnsucnanesannernaanesnne | U I N, 2.3
NItrOZON. rauecnecraneecemerarmeansencvessasessonesnnesannass 118 { '{'33 } 2,25
Fiber....... . 7.6 2.5 2,8
LT 2 68.6 73.6 74,4
1 Protein, 1 per cent. 1 Protein 1.44 per cent. 3 Protein 1.44 per cent.

These analyses were made for this report by the laboratory of the Department of Agriculture in
Buitenzorg.

STATEMENT OF FRED BRENCKMAN, WASHINGTON, D. C., KEPRE-
SENTING THE NATIONAL GRANGE

(The) witness was duly sworn by the chairman of the subcom-
mittee.

Senator WartsoN. You are connected with the National Grange and
located in this city?

Mr. BRENCKMAN. Yes.

Senator WarsoN. What is the statement you have to make to the
committee?

Mr. BrenckMaN. Referring to the calendar, I wish to talk in
general terms, but there are a few items I would like to cover in
particular. .

Senator Harr1soN. The items are on the free list and they all
pertain to agriculture?

Mr. BrenckMAN. Yes, sir. I respectfully refer the Finance Com-
mittee to pages 8079-8082 of volume 15 of the hearings before the
Ways and Means Committee of the House.

Senator Watson. What item are you referring to?

Mr. Brexckman, That contains our entire statement before the
House Ways and Means Committee in connection with the frec list.
It is volume 15 of the hearings before the House Ways and Means
Committee in which we outlined the policy of the grange regarding
the free list of the new tariff.

1t has long been the policy of Congress to keep on the free list most
materials used in the manufacture of fertilizers. This is intended
as a partial offset to the inability of the protective tariff system to
adequately protect many of our principal farm crops.

In 1927 the National Grange, at its annual convention, adopted the
following resolution bearing on the subject:

Resolved, That we favor the removal of the tariff on all fertilizer material
until the time that the tariff protects the farm commodities produced by them.

Senator WATsoN. Are you and Mr. Gray together on everything?

Mr. BrenckMaN. I would not say so, but 1 am not sure. I do
not think we are in entire accord on everything.

Senator Warson. You heard his testimony?

Mr. BrexckmaN. My assistant was here. I was not here per-
sonally and I do not know exactly what he said.

This outlines the policy of our organization with reference to this
subject.

63310—29—voL 16, SCHED 16——4
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Senator SHorTRIDGE. That is to say, you want fertilizers on the
free list?

. Mr. BrenckmaN. Fertilizer and fertilizer materials, for the reason

iven.
8 We note that the new tariff bill as passed by the House places a
protective duty of 10 per cent on hides, but provides for a compensa-
tory duty of 20 per cent on shoes, together with a duty on leather rang-
in% from 124 to 30 per cent, and a duty on harness as high as 35 percent.
All this was done in the name of farm relief, because the special session
of Congress was called primarily to enact policies calculated to place
agriculture on a basis of equality with industry.

It is estimated that there are five and one-half million farms in the
United States upon which animals are kept. These produce an
average of two and one-half hides per year per farm. The average
cowhide weighs about 50 pounds and 1s worth about $8. Suppose
that all of the 10 per cent duty on hides were reflected back to the
farmer, which would not be the case, the average farmer would
receive 80 cents more for each hide, or $2 a year, on the basis of two
and one half hides per farm. This would be the maximum amount
of money the average farmer would have out of which to pay the
increased prices of shoes, leather, and harness occasioned b?’ the
compensatory duties on these articles included in the House bill.

A compensatory duty of 20 per cent on a pair of work shoes costing
$2.50 would amount to 50 cents a pair, Let us see if such a high
compensatory duty on shoes and other leather goods is warranted,
in view of the proposed 10 per cent duty on hides. Taking hides at
15 cents a pound, an ad valorem duty of 10 per cent would add 1%
cents per pound to the price of green hides. Inquiry reveals the
fact that ordinarily 6 pounds of green hide is required to make one
pair of work shoes. The protective duty of 10 per cent on hides
would, therefore, add only 9 cents to the cost of a pair of shoes.
This means that under this arrangement the farmer would be losin
at the very least 41 cents on every pair of work shoes purchased.
As a matter of fact he would lose more because the tariff on shoes
would be pyramided and might cost him from 75 cents to $1 a pair
more than is now the case with both hides and shoes on the free list.

Senator HarrisoN. But the farmers buy more than one pair of
shoes.a year, do they not?

Mr. BReNckMAN. I thing the average farmer uses more than one
pair of shoes a year.

Senator HarrisoN. The bigger the family the more he buys?

Mr. BrenckMAN. Yes, sir. If we take it as five as the average
family, and the average farm family would average five, and they took
two pairs of shoes a year, each——

Senator SHORTRIDGE. Do you understand this increased tariff
on shoes is due wholly to the suggested increase of the duty or the
duty placed on hides? Do you understand that that is the only
reason for the increasing of the duty on leather or shoes? Is that
your contention and is that your theory?

HMr. BrexckMaN. It appeared so as the bill was going through the
ouse.

Senator SHorTRIDGE. Well, is that so economically? Are there
not other elements that come in to be considered?
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Mr. BRENckmaN. -Well, if we take the act as it now stands, shoes,
leather and hides are on the free list. Now, then, we start out by
putting a 10 per cent protective duty on hides and that was followed
by these compensatory duties on shoes, leather and harness,

Senator SHORTRIDGE. I can well believe that the manufacturers of
shoes in American might have asked for an increase of duty, quite
{qgardless of this question of an increase or the placing of a duty on
hides.

Mr. BrenckMAN. But do you not think, Senator, it would be
Fregty difficult for them to get a duty on shoes with hides on the free

ist?

Senator SHORTRIDGE. Not if they could prove the price of labor and
the cost of making shoes warranted, you understand, a certain duty
to protect that industry from the poorly paid labor cost which exists
in other and less happy countries.

Mr. BieNckMAN. Probably we would have to be guided by the
importation of shoes.

Senator SHORTRIDGE. Yes.

Mr. BeenxckmAN. I want to speak about that a little later,

In addition to this, the farmer would have higher prices to pay for
his leather and harness. There can be no gainsaying the fact, there-
fore, that the proposed duties on hides, shoes, leather and harness
would work to the distinct disadvantage of the farmer.,

Senator WarsoN. Do you propose to put a tariff on hides?

Mr. BrenckMAaN. We are neither for nor against a duty on hides;
it all depends on whether the duty would benefit the farmer but
our pozition is this: If hides and shoes, leather and harness are to be
made dutiable, then there ought to be a just proportion between the
protective duty on hides and the compensatory duty which goes on
these manufactured articles. We claim the proposed rates are out of
all proportion.

Senator WarsoN. What would it amount to on the average hide?

Mr. BreNckMAN. If the farmer got, as I have indicated, the full
duty, it would amount to 80 cents on each hide, and the average
farmer produces two-one-half hides a year, which would make his
increased revenues $2 per year if he got all the dut,lyl'. "

Senator Watson. You have no right to say, however, that the
tariff that is put on shoes will be reflected directly in the price of shoes.
The shoe industry of the United States would not do that.

Mr. BrenckmMaN. We understand that there has been some diffi-
culty among the shoe manufacturers, but the contention in some
quarters is that it is largely due to the fact that they ave over built
and overdeveloped.

Senator WatsoN. Nevertheless the fact is there.

Mr. BrRenckMaN. That may be true. 'We are not arguing and not
questioning that. The point we are contending for is that the dis-
proportion between the protective duty on hides and the compensatory
duty on shoes and leather goods is entirely too great, and if the bill
were enacted as it now stands, there is absolutely no doubt but what
the farmer would lose many times during the course of the year what
he would gain by reason cf the duty on hides.

Senator WarsoN. Have you figured out through your experts about
what the tariff on the hides ought to be and what the compensatory
duty ought to be, in accordance with your theory?
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Mr. BReNckMAN. I think some advocates of the duty on hides
wanted a duty of 45 per cent. This is a duty of 10 per cent.

Senator SHORTRIDGE. I do not desire to argue the matter, but, on
the other hand, I do not think the two propositions should be thus
tied together. I can well imagine that hides should be protected at a
certain rate and I can also understand that manufactured leather goods
should have a certain rate, depending upon conditions; that they are
not necessarily tied together. Of course, when you argue there is
only a certain protection for hides and then because of that, if that
be the only cause, a greater precentage of production, if that be the
only cause, a greater percentage of protection, and a greater protection
is a llowed to the manufactured hide, there does seem to be an illogical
and an unjustifiable adjustment.

Mr. BRENCEMAN. Absolutely. )

Senator SHORTRIDGE. But I do not think that they should thus be
tied together.

Mr. Brenckman., Well, if raw material is on the free list, that is
one reason why the manufactured product should be on the free list.

Senator SHORTRIDGE. If the hide be considered for the moment as
a raw material, I do not want it on the free list. I want to protect
the man who produces the raw material here in America.

Mr. BRENckMAN. But you are not doing it at this rate; positively
not.

Senator SHORTRIDGE. You want a higher rate then?

Mr. BReNckMAN. Yes, sir; and there would have to be a more just
proportion between the——

Senator SHoRTRIDGE. Can you tie it up with the other?

Mr. BrenckmaN. There would have to be a more just proportion
between the protective duty on hides and the compensatory duty on
shoes, leather and harness.

Senator SHORTRIDGE. I do not hold to that method of tying the
two propositions together, and by calling one compensatory——

Mr. BrRenckmaN. To start at the beginning, this Congress was
primarily called to enact farm-relief legislation.

Senator SHORTRIDGE. I do not know that it was.

Mr.BreEnckMAN. And to revise the tariff in the interest of agri-
culture. This is going in the other direction.

Senator SHORTRIDGE. I do not think so.

Mr. BrEnNckMAN. Positively. Haven’t I demonstrated that by
the figures I have quoted?

Senator Warson. We imported into the United States, from
~ Crechoslovakia very largely, 2,323,000 pairs of women’s shoes at

$2.89 a pair. Of course, our people can not make any shoes at such a
prico as that. We imported dried calf skins to the extent of 6,000,000
in 1919 and in 1928 the figures were 6,369,000 pounds. Then green
calf skins in 1928, 28,247,000 pounds.

I do not think anyone, particularly with our view of the situation
would object to a tariff on hides because of the large imports and
because of the fact it is a farm product. The only question is what
the compensatory duty should be, first as to whether or not the tariff
on hides is high enough at 10 per cent and, secondly, as to what the
compensatory duty should be. You would not ask that there be a
tariff on hides and no compensatory duty on shoes?



FREE LIST , 49

Mr. BReEnckMAN. No, of course not. The point I was trying to
make and which I think I did make in the figures I quoted was that
there is too great a disproportion between the protective duty on
hides and the compensatory duty on shoes, leather, and harness.

Senator SHORTRIDGE. When I have been using the words “com-
pensatory duty,” I wish to add, for others rather than for immediate
consideration, that I questioned the logic which connects up a tariff
duty on hides with a tariff on shoes, for example. What I mean to
express is this: Hides might well be a cortain rate of tariff duty, de-
pending upon facts, the amount imported, the original cost, and the
American purchasing price and the rate should be adjusted according
to what I conceive to be correct the principles of protection.

When we turn to manufactured shoes, they should hear a certain
rate, depending upon conditions abroad, the price of lahor there and
the price of labor here. We must protect, of course, the farmer as
such, but we must also protect the workmen in our factories who ure
making the shoes. 1f we make the factories prosperous and the city
prosperous it becomes a good market for the farmer. Conversely 1f
we make the farmer prosperous he becomes a good market for the
city or the factory.

Mr. Brunckaman. I agree with you in that line of reasoning,
Senator. My fundamental political philosophy is summed up in the
words that Col. Theodore Roosevelt used so frequently in the closing
years of his life when he said: “In the long run, this country is not
going to be a gocd place for any of us to live in unless it is a reasonably
good place for all of us to live in.”” And that includes the farmer.

Now, to proceed. According to the Statistical Abstract of the
United States, our total production of boots and shoes in this country
during the year 1927 was 343,606,000 pairs. OQur total imports of
boots and shoes during 1928 was 2,616,884 pairs, or slightly more
than onc-half of 1 per cent of our total production. The farmers of
this country would be well content if the importations with which
they are brought into competition would total less than 1 per cent of
the domestic production of farm crops.

Senator Watsox. Of eourse, that is all true, but you must re-
member this, that a very insignificant import can pull down the price
of the whole product, while the price of your export, wheat, for in-
stance, or any other commodity, will fix the price of all the domestic
products, although very small. It is always true that when there is
a surplus in the market, the cost of that surplus will have an effect
on the sale as well as the production of the entire product.

You want a tariff on hides, which is an American (groduct, and I
do not see any reason why we should not have a tariff on hides, but
there ought not to be an unreasonable compensatory duty followins;
however, there must be some compensatory duty. On the other hand,
if we were not to put a tariff on hides at all, the shoe people would he
here demanding a tariff because of the imports.

Senator SHORTRIDGE. And they might well be entitled to it.

Mr. BreNckMaN, It is manifest that the farmers would be better
-off with hides, shoes, and leather products restored to the free list
than to agree to the duties on these commodities incorporated in the
House bill.

Senator WaTsoN. Getting back to my original question, have you
through your experts figured out first what vou would like to see the
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tariff on hides amount to and, secondly, fixing your figure and reason-
ing from that as a basis, what the compensatory duty should be, in
your judgment?

Mr. BrRencrMAN. Well, of course, you would have to figure out
what the compensatory duty should be than on shoes, leather, and
harness combined. It would be a very involved proposition, I tilink,
to figure out.

Senator WatsoN. Well, somebody did that in the House bill evi-
dently, if they were fixing compensatory duties only. Whether or
not they included the shoe industry of the United States, regardless
of the tariff on hides, I do not know. You may proceed.

Mr. BrenckMan. I think, Senator, the figures I quoted will show
that the increased cost of shoes in the tariff would be practically
nine times as high as the increased cost of the hides—because the extra
cost of,the hides going into the shoes under the 10 per cent ad valorem
duty would amount to only 9 cents a pair on the shoes, and a 50 per
cent duty on a $2.50 pair of shoes would be 50 cents, which is almost
six times as high as the duty on hides. That does not take into
consideration that the farmer has to pay higher duties on his harness
or his leather, in addition to that.

In our appearance before the Ways and Means Committee, we
recommended that copra be taken from the free list and made duti-
able at 2 cents per pound and not less than 40 per cent ad valorem.

Senantor SHORTRIDGE. Your reason there is that copra converted
into oil competes with oil producing products of our farms?

Myr. BrRexckman. Exactly.

Senator SHorTRIDGE. That is your argument?

Mr. BrexckmaN. Yes, sir. Our total imports of copra and
coconut oil during 1927 amounted to 577,457,000 pounds. Of these
importations 49.2 per cent came in in the form of copra which has an
oil content of 63 per cent.

Senator SuonTrIDGE. That is principally in the Philippine Islands?

Mr. BrREnckMAN. Yes, sir.

Senator Harrison. Is it your viewpoint that we ought to tax
that that comes in from the Philippines?

Mr. BreEnckMAN. Yes, sir, and I want to explain that a little later.

Senator SHORTRIDGE. That comes in in competition with what oil
producing products?

Mr. BRENCKMAN. It comes into competition with practically all of
our vegetable oils, because these oils are interchangeable and if you
put one on the free list it practically puts them all on the free list.

It is plain that if we allow copra to come in duty free, the duty on
coconut oil is largely nullified. It is true that so long as we allow
coconut oil to come in free from the Philippines the duties on this
commodity against the rest of the world are futile. Practically all
of our importations of coconut oil now come from the Philippines.

The Grange and other farm organizations reti;lesb that coconut oil,
copra, and other products imported from the Philippine Islands be
made dutiable in like manner as imports from foreign countries.
A large part of our importations from the Philippines come into
direct or indirect competition with agricultural products domestic-
ally produced. With different standards of living, different land
values and different costs of production, it is obviously impossible
to expect that these importations can have anything but a depressing
effect upon agriculture in the United States.
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We are not unmindful of our obligations to the people of the Philip-
pine Islands. As wards of the Nation, they are entitled to just and
considerate treatment. We would, therefore, be in favor of segregat-
ing the duties derived from importations from the islands and paying
this money into the treasury of the Philippines towards defrayin
the cost of conducting the Government of the islands. This woul
not be materially different in principle from the policy which we now

ursue in appropriating money from the United States Treasury to
alance the budget of the islands,

If for any reason this proposal should not meet with approval,
we are in favor of giving the Philippines their independence, as we
promised to do in due time.

The grange is in favor of taking soy bean oil cake from the free
list and making the same dutiable at the rate of $6 per ton. During
the first nine months of 1928 we imported 79,155,776 pounds of soy
bean oil cake. This was an increase of 25,204,8¥8 pounds over our
importations for the entire year of 1927,

Senator SHorTrRIDGE. That comes chiefly from what countries?
Have you that in mind?

Mr. BrenckmaN. Why, I think chiefly from China but I am not
sure. These importations of soy bean oil cake equal more than 56
perscent of the entire soy bean production of the United States for
1928——

Senator SHORTRIDGE. What is your theory there? Is it that if
we put a tariff on it would check the importations and result in
developments of the industry here and the raising of soy beans in
America? Is that the idea?

Mr. BrenckMAN. Yes, sir. We believe that this fact explains
why soy beans are unprofitable to the American farmer. Encourag-
ing the production of soy beans in the United States will assist in the
diversification of our agriculture. It would probably mean that
some of the acreage now devoted to the growing of crops of which
we have a surplus could be turned over to the growing of soy beans.

Senator SHORTRIDGE. That is one reason why I think we should
encourage our sugar-beet industry.

Mr. BrexckmaN. And I agree with you.

Senator SHorRTRIDGE. They might turn from the growing of wheat
to the raising of beets.

Mr, BreNckMaN, I agree with you.

Senator SHorTrRIDGE. And in that way be beneficial in two ways,
reducing this so-called and actual surplus of wheat and at the same
time giving employment in other fields in the raising of beets.

Mr. Brenckman, Yes, I agree with you in that. But there
again the same question comes up about the free importations from
the Philippines. If you are going to put a tariff of $2.40 against
Cuba and allow sugar to come in free from the Philippines, the
American farmer is not going to get any benefit out of any such
arrangement as that. When Governor General Wood came back
from the Philippines on a certain occasion and landed in Seattle,
he gave an interview to the newspapers there. The interview was
published in the Seattle Post Intelligencer., He remarked that they
were then producing less than a million tons of sugar in the Islands
but that they were easily capable of producing five million tons;
which would be practically equal to our total domestic consumption.
So that we ought to keep that in mind.
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Senator SHORTRIDGE. Either put a tariff on or limit the amount?

Mr. BrenckMAN, Yes, sir.

Senator Warson. In reference to your statement as to the appro-
priation of money for the Philippines, I am advised that we have
not appropriated any money for the Philippines except to maintain
the Army and Navy, for a long time.

Mr. BRenckMaN. I have been informed—my information may
not be accurate—that we appropriate 10 or 12 million dollars a year,
in one form or another. It may not he a direct appropriation, but
it may be an indirect one.

Senator WarsoN. No; only for the Army and Navy. At least,
that is what I am told now. That would be an inconsequential
sum anyway.

Mr. BrenckMAN, Our position would still be the same, whether
we appropriated any money or not. We would be willing to segregate
the revenues and turn them over to the treasury of the Philippine
Islands in order to make it fair to tax the imports.

Paragraph 401 of the tariff bill passed by the House provides for
a duty of $1 per thousand feet on logs of fir, spruce, redar, and western
hemlock, excmpting only logs used for wood pulp manuiaciure.
The House bill also imposes a duty of 25 per cent ad velorem on
red cedar lumber, together with a duty of 25 per cent ad yalorem on
red cedar shingles.

While the Grange would not wish to deny proper protection to
any industry which is depressed and suffering from foreign compoti-
tion, we feel that if there ever was a time in the history of this
country when a duty on lumber and shingles would have been justified
that time has long since gone by. To all practical intents and
purposes our remaining stand of virgin timber, at the present rate of
consumption, will have disappeared during the life of this generation,
The imposition of a duty on imports of forest products would simply
sorve to hasten thoe depletion of our rapidly disappearing forests,
besides raising the price of lumber and forest produets to the consumer

- without warrant, as we believe. It would seem more reasonable to
place a premium on the importation of lumber, in view of the vast
amount of money being spent to conserve our forests than to tax
its importation. The Senate Select Committee on Reforestation, of
which Senator McNary of Oregon was chairman, reported on January
10, 1924, as follows: .

As far as the data available permitted striking a balance, it appears probable
that the remaining saw timber of softwood species is disappearing approximately
eight and a half times as fast as new growth is replacing it.

According to the findings of the Unites States Tariff Commission,
in its report to the President on the red cedar shingle industry, March
2, 1927, the cost of producing shingles is greater in British Columbia
than in Oregon an({) Washington. For example, according to this
report, it cost $3.68 to produce one thousand No. 3 Perfects in Oregon
and Washigton and $3.85 in British Columbia. Similar differences
in cost of production of other grades of shingles. showing higher
cost in British Columbia than in the United States, were contained in
this report. Data compiled from the published reports of the British
Columbia Lumber and Shingle Association and of the West Coast
Lumber Association, the latter being an American concern, shows
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that the cost of producing lumber in Canada is fully as high as in the
United States.

Senator WaTsoN, I am neither affirming or denying that. I have
an open mind on the question of a tariff on shingles. The though
occurs to me, however, that if that is so why the mills up in Qregon
and Washington are not operating and are closed down, while the
Canadian mills aro operating, apparently to full capacity?

Mr. BreNckMaN. From my information, having made a general
study of the subject, the mills of Washington cut what are known as
slash grain shingles and in British Columbia the bulk of the shingles
are cut with the grain rather than across the grain, which makes a
better shingle nndg one that commands a premium. For that reason
the American consumers of shingles prefer the Canadian shingle, even
if it costs a higher price. Then, again, I have been told—

ng}nator WaTtsoN. Can not our people make that kind of a shingle
also?

Mr, BrenckMan. They could, but they do not, and the consumer,
of course, wants & shingle that will stand the weather.

Senator Warson. It is a very remarkable thing that the American
producers would not make the kind of a shingle that the market
would want.

Mr. BreNckMaN, The American consumers demand the Canadian
shingles and are willing to pay a premium for them, for the simple
reason that they are cut with the grain rather than across the grain,
the way the Washington shingles are cut. That is the explanation
given to me.

These studies I referred to cover a period of six years, from 1923
to 1928 inclusive.

Senator Warson. Do you want lumber on the free list? That is,
all lumber in whatever form it may be?

Mr. BrenckMaN. I think that would accurately describe our posi-
tion, because if it were the lumber that we are afraid of, then I do not
see why we should make any difference between one kind of lumber and
another. Asfarmers, we do not see why, for instance, we should allow
a telephone pole to come in free, and a railroad tie to come in free,
and then turn around and tax the products that the farmer must use.

Senator SHORTRIDGE. There is something in that.

Mr. BrenckMAN., Absolutely.

Senator SHorTRIDGE. But the man who owns 10 acres is entitled
to protection. If that is so, why on that theory is not the man who
owns 10 acres of timber entitled to protection? Why prefer one
class of our citizens over another?

Mr. BrRenckmaN. In the case of a railroad tie, if it is uscd for that
purpose, it comes in free, but if the farmer uses it for some other pur-
pose would have to pay a duty.

Senator SuorTrRIDGE. I would not approve of that.

Mr. BrexckmaNn. A telephone pole might come in free but if you
saw it into fence posts, it would be dutiable,

Senator Watson, Not under the existing law.

Mr, BrenckmaN. Fence posts are dutiable under the existing law
and telephone poles are free under the existing law. .

Senator SHORTRIDGE. A telephone pole comes in free and a post——

Mr, BREnckMAN. The fence posts are duitable,

Senator SHORTRIDGE. There is no sense in that.
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Mr. BrenckMAN. I agree with you in that.

Senator SHORTRIDGE. My remark a moment ago meant to express
this thought, to protect the farmer and by “farmer’’ I mean the man
who plants something in the ground. Now, if he has ten acres and
raises certain agricultural products, if he is entitled to protection as
against a similar article coming from abroad, the man who owns
ten acres of timber land, which is his source of income, is entitled to
protection as against_the foreign similar product?

Mr. BRENcEMAN. Yes, and if we view the farmer as a consumer of
timber or forest products, which he is, why should he be compelled to

ay & duty on the importation of lumber that he uses and some other
importer allowed to go duty free?

Senator SHORTRIDGE. I agree to that. The farmer is a producer as
well as a consumer, is he not?

Mr. BrenckMaN. Yes, but he is a bigger consumer of forest
products than a producer.

Senator SHORTRIDGE. But the forest products producer is a con-
sumer of farm products too, is he not?

Mr. BrRenckMAN: Yes, but the point I am bringing out is that
the farmer consumes more lumber or uses more lumber—put it that
way—than he produces.

Senator SHORTRIDGE, Yes,

Mr. BRENckMAN. Which is true of the whole country, of course.

Senator WartsoN. Posts have been transferred to the free list now.

Mr. BREnckMAN. Yes, under the new bill. However, I was speak-
ing of the present act.

he duty on lumber and shingles would weigh more heavily upon

the farmers than any other group, since farmers consume in round

ggures about 45 per cent of the total forest products of the United
tates.

Other building materials which have been taken from the freo list
and made dutiable under the tariff bill passed by the House include
bricks and cement. The cement industry in particular is in a flour-
ishing condition and, in our opinion, duties on the importations of
these materials would not be justified.

Senator SHorTRIDGE. Now, does it hurt the farmer?

Mr. BrexckMAN. Yes; we think it would hurt the farmer, along
with the rest of the consumers of these commodities.

Senator SHORTRIDGE. Do they use a great deal of cement?

Mr. BrenckMAN. Yes, they use considerable cement in the con-
struction of walls, walks, stable and cellar floors

_Senator Harrison. Is there another class of people that are more
highly taxed on country roads than are the farmers?

Mr. BRENCKMAN. I do not believe there is.

Senator HanrisoN. And the increased tax or duty on cement
would reflect itself in the road construction?

Mr. BrENCkMAN. Yes, )

Senator SHORTRIDGE. But they are not the only ones that pay
for the roads. We have a state-wide tax as a rule from which that
is taken, besides gasoline taxes and automobile license fees.

. Mr. BrRexckman. Yes, of which the farmer pays one-fourth, be-
cause he owns one-fourth of the automobiles in the United States.

Senator SHORTRIDGE. Yes, that is true, too.
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Mr. BrenckMaN. I am not confining this alone to. the farmer.
T am willing to look at it from the standpoint of the average taxpayer.
The cement industry can not show that it is in any great distress or
that there are any great importations of cement. For that reason we
tl'eel it would be a mistake to put this commodity on the dutiable
ist.
Senator WarsoN. All right. We are much obliged to you.

STATEMENT OF W. T. RAWLEIGH, FREEPORT, ILL.

(The witness was duly sworn by Senator Shortridge.)

Senator SHORTRIDGE. You may proceed, Mr. Rawleigh.

Mr. RawLereH. Mr. Chairman and gentlemen, I desire to speak
as far as practical within the time allotted with reference to House
bill 2667, but before proceeding with my remarks I desire to make
some reference to some fundamentals.

One of the first fundamental points that I desire shall be taken
into consideration by the Senate Finance Committee in considering
this tariff legislation is, first, that e(ci(ua]ity of opportunity contem-
glated by our Constitution. Second, the Government’s policy of,

1st, protection of our industries, which we have followed for so many
years, and, second, another policy which I recall as & young man,
which was so frequently referred to by our Democratic friends as a
tariff for revenue only.  And, third, taking specially into consideration
the benefits of the few at the expense of the many. = And, fourth, these
issues. Ever since I was a young man I remember that in nearly
every national campaign the tariff has been one of the most important
issues that we have had. It is not only felt locally but throughout
every State and throughout every nation. In other words, the issue
is world wide. It affects everyone everywhere in their economie,
political, and social relations. The tariff, to my mind, is one of the
great issues of our day, and in my opinion it will never be settled
until it is settled right. It has been the principal bone of conteniion,
that has been my observation, not only in our national political
campaigns during all these years, but there is nothing, perhaps,
which is discussed more to-day throughout the entire world than the
tariff and its economic and political effect upon the peoples of all
nations.

As 1 think the gentlemen of the Senate committee understand
much better than I do, selfishness is the underlying motive of the
tariff. Perhaps originally this tarift idea in its original application
to infant industries 40 years ago was sound, and, everything con-
sidered, best for everyone concerned. In those days when I was a
young man and began business I became interested in the tariff and
its effect upon producers and consumers, upon trade and industry
and commerce. At that time there were no corporations, except
the railroads and other public service corporations. Practically all
of the business of the country was transacted by the individual and
by copartnerships. There was real competition and independence
of thought and action.

But beginning about 25 years ago we began to merge our small
independent industries, and at that time the real competition and
independence of action that had prevailed so long before began to
lessen, and costs began to increase, and there were beginning many
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impositions upon the public which we as manufacturers felt in our
business.

Ever since then it has become increasingly difficult to secure real
competition in obtaining our raw materials and supplies. And this
condition resulted in a growing and a nation-wide demand upon the
part of the public for the enactment of legislation to regulate and
control these various lines of industry which had formerly been
independent, but which were being merged, and with the result of
ir_lclrensing costs, and more and more impositions upon the public
rights,

The result of this condition was the enactment of the Sherman anti-
trust law, and later of the Clayton Act. And still later of many of tho
States passing what is generally referred to, I think, as our antitrust
ls}tlws to bxl-egulate and control, so far as practical, these impositions vpon
the public.

One of the greatest problems, first of manufacturers, second of
retail dealers, and third especially of producers and consumers, during
the past 25 yoars, has been to secure real competition, as I said in
obtaining our supplies of raw materials.

I have with mo some substantial evidence, examples of some of the
difficulties that we manufacturers have boen experiencing during
recent years, which perhaps if time permits I may refer to later. They
are in the form of identical bids.

Now, getting down more particularly to the subject of our discus-
sion, I will say that ever since I can remember_our local, State, and
national legislative bodies have been more or less besieged by organized
groups who have appeared before these legislative bodies asking for
certain kinds of special privileges which they say they are entitled to,
and requesting and in some instances demanding legislation especially
for their benefit.

Qur local ordinances, State and Federal statutes, have become
loaded with these special enactments for the benefit of the few at the
expense of the many, until it seems to me sometimes that that equality
of opportunity contemplated by the Constitution, Mr. Chairman, has
been more or less destroyed and made ineffective to a certain extent.
With the result that there is now much dissatisfaction and resentment,
and for many years now agriculture and other groups have been de-
manding legislation to offset the adverse eflect of these special privi-
leges which have been granted to the organized groups for so many
years.

Referring now to the investigation. I have been a student of the
effect of the tariff for many years, and became deeply interested in the
subject, but I did not know exactly how the proposed bill would affect
the public, so I decided to proceed as I would as a business man and
malke as thorough investigation as seemed practical. I made arrange-
ments with Dr. J. R, Commons of the University of Wisconsin, the
head of the Economics Department there, and his associates, Profes-
sors Perlman, Hibbard, and Morton. I have known Professor Com-
mons for a long while. I presume you gentlemen all know him. He
has an international reputation as an authority on economic subjects.

‘He has a very high standing in his profession, and my opinion is that
his work is so well regarded and he so well established, that any con-
clusions that he reaches will generally be accepted as reliable,
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My instructions and request to Professor Commons and associates
were not to see how the tariff would affect ourselves or anyone else,
but instead to get the facts and report those facts to the Members of
Congress, irrespective of what their effect might be on anyone
concerned. ‘

These investigators began work with a staff of about 11 persons
six months ago. They began first with the agricultural schedule,
which has recently been completed. These studies show that the
cffect of the proposed bill will not be beneficial to agriculture, as
expected, but instead it will be injurious. I have with me some briefs
which I desire to file, including some statements that have been de-
veloped in this investigation, which show what the effect of the House
bill would be not only upon agriculture but upon producers and con-
sumers generally.

This investigation will be continued. No reasonable time or ex-
pense will be spared to complete the work that has been begun. The
stafl is now engaged in checking up the combined summaries on each
of these subjects of the agricultural schedule, and these will be pre-
sented to the Members of Congress now soon. They will run from
2,000 to 5 000 words on each subject.

After that work is finished the professors intend to check up their
monographs, which contain the facts and figures and charts, some in
colors, and drawings, to support all of the conclusions of the investi-
gations up to this time.

I have recently made arrangements with Professor Comimons and
his associates to continue this investigation during 1929 and 1930.
They estimate that it will require about 10 months® time to complete
their studies on all of the manufacturing and other schedules which
up to date they have done nothing on. The work will be continued
by these four professors and their staff.

They are opening at the university a new line of study of taxation
and tariff, which will be made a part of the university course at the
opening of the fall term. Professor Morton will devote part time,
and there will be two full-time assistants and as many research assist-
ants as may be needed. Their work will be begun early in September,
and they expect to complete it in July, 1930. Then the result of
this investigation will be published in a book form about August 30
and it will be made suitable for libraries and colleges, editors and
commercial organizations, newspapers and farm orgenizations, and
SO on,

The investigation thus far seems to confirm my belief that enact-
ment of the House bill in its present form would be injurious and an
unjust imposition, first upon agriculture, and second upon the con-
suming public, and third to the future welfare of domestic industry,
trade, and commerce. Fourth, it would seriously interfere with our
foreign trade and commerce. And fifth, it would possibly destroy,
or at least tend to impair, our peaceful relations with the people of
many nations throughout the world, some of whom have already
begun to enact retaliatory legislation, as you gentlemen have no
doubt noticed. )

For example, I reccived this morning a recent clipping from the
Wall Street Journal referring particularly to some recent enactment
in Germany intended to benefit their agriculture. And reference in
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this article is also made to other contemplated laws, rules, and regu-
lations to protect them in their rights as they see them.

I am a manufacturer. We are members and we have long been
members of the Illinois Manufacturers’ Association and of the Na-
tional Association of Manufacturers, Most of the product of our
factorices is retailed to consumers by dealers throughout the United
States, Canada, and more recently in some of the Provinces of Aus-
tralia. We have developed our business throughout these countries
to such an extent that we have now come to the time when we would
like to expand and go into numerous other countries. We are now
making the preliminary investigations to determine whether or not
it would be sound and practical and advisable for us to establish
small factories in practically all of the countries of Europe and in
South America and in China, and Russia after a while, I hope.

I think there are many other industries of the United States which
have come to a point where they have developed a maximum pro-
duction, and more production than they have markets for, and they
desire to go out in the countries of the world and expand their busi-
ness. But should the Congress enact such legislation as is proposed
in the House bill T am inclined to think that it would be a scrious
" handicap in the proper development and extension of our business
in foreign countries.

Let us pause for a monment and take into consideration how the
people in other countries regard the United States and its people.
Everywhere I have been in my foreign travels I have noticed that
they look upon our people and its Government with great respect,
and our form of Government especially as being ideal. And they
all look forward to the time when they may also be able to secure
that degree of democracy that we have developed in this country.
And it seemed to me that anything that we might do now to impair
the friendship and good will of all the peoples of foreign nations
would be a very serious handicap in the development of our business,
not only at home, but also in establishing new relations with the
people of all nations.

As I look backward I am reminded of the conditions that existed
in the United States when I was a young man some 40 years ago.
Since then there has been a tremendous development of our natural
resources. Qur industries have grown from small, independent, com-
petitive concerns into great national concerns, and many of interna-
tional activities. During the early days we sold practically everything
we groduced at home. And as a Republican I was a strong believer
in the protective policies of the Reé)ublican Party, because it seemed
to me that, everything considered, those infant industries nceded
protection. And that our policies were sound and practical and best.

But it now.seems to me that the conditions have become entirely
different, prior to and during, and following the war especially.
We now have, first, mass production in many of our most important
industries. And they are not besieging the Congress and this com-
mittee with demands for higher rates of duties. In my opinion it
seems to me that they are not herc asking for higher rates as a rule.

. Senator ConnNaLLY. You have not been here but one day.

Mr. Rawweigh. That is true, sir, and I may be wrong.

Senator DENEEN. You were here before the Ways and Means
Committee of the Ilouse, were you not?
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Mr. RawrelaH, I was not here personally, but we filed a brief
with the Ways and Means Committee.

Senator ConnaLry. I am not reflecting on your opinion, but I
think you are wrong when you think they are not here demandin,
higher rates. They are squawking as loud as they can, and they wﬂgl
all holler if they do not get higher rates,

Mr. RawreieH. I was speaking of some of the larger ones, the
Ford Motor Co. and all of those great industries. .

I think that all of our industries have a desire to expand their trade
and their commerce and to go out into all of the countries of the civi-
lized world for new business. We are now furnishing a large part of
the capital that is being.used in many of our foreign countries for the
development of their trade and industry and commerce. The indus-
tries are seeking foreign markets. But, gentlemen, may I say that
it is my opinion that no one can reasonably expect the people of
foreign countries to buy our supplies if we refuse them the privilege
of selling to us by raising a high Chinese wall around our country.
It can not be done. 1f we expect to sell we must also be willing to
buy. This is not a one-sided matter in mny judgment. It seems to
me that instead of raising our tariff duties higher, we have now come
to a time when we should take into serious consideration the gradual
reduction of the duties to a more normal condition, to more normal
rates.

Senator SHORTRIDGE. Pardon me, I will just interrupt you once.

Mr. Rawreici. Yes, Senator Shortridge.

Senator SHORTRIDGE. In what immediate line of business and
manufacturing are you engaged, Mr. Rawleigh?

Mr. RawrLercH, We are manufacturers of between 175 and 200
proprietary products, food products, extracts, spices, soups, toilet
articles, stock dips, disinfectants, stock remedies, poultry supplies,
and so forth.

Senator ConnaLLy. Do you not sell medicines for people too?

Mr. RawLeiGH. A few proprietary medicines, yes.

Senator ConNavrLy. I mean Rawleigh’s remedies?

Mr. RawreigH. What are known as Rawleigh’s Good Health
Products; yes, sir.

Senator SHorTRIDGE. Very well, just resume, then,

Mr. RawreicH. Hew much time do I have, Senator?

Senator SHORTRIDGE. About ten minutes.

Mr. Rawreigu. That is, I think, ngore than I will need, thank you.

Senator Harrison. You are making a very interesting argument.

Senator SuorTrIpGE. You very fittingly and very entertainingly
expressed many general propositions. Of course we bear those in
mind. But we must sooner or later come down to details and fix
rates, you know, on specific things. Now it may well be that there
are some agricultural products in America that can not compete
with like products raised in other and very cheap labor countries.
That would apply to some things raised in my friend’s State, Missis-
sippi, or my friend there from Texas, my friends from Arizona, and,
if I may add, California. Specific things which farmers—American
citizens—plant and produce. Now we must deal with specifics.
These general propositions are, and of course must be considered.

Mr. RawLeicH. Yes, Senator, I think you are entirely right, and
the suggestion is timely. And in conclusion I desire to ask the
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privilege of the committee to file some documents which contain
specific information, particularly the information that has been de-
veloped by Dr. John R. Commons and his associates of the University
of Wisconsin, who have been struggling with this economic problem
now for six months at my request.

Senator SHORTRIDGE. The committee will receive that and give it
careful consideration.

Mr. RawieicH. Thank you. The first document that I desire to
file, to become a part of this record here, is a statement regarding the
tariff, approved by B. H. Hibbard, John R, Commons, and Selig
Perlman of the University of Wisconsin, resulting from an impartial
investigation of the tariff, with funds supplied by W. T. Rawleigh,
of Freeport, Ill.

Senator SHORTRIDGE. Does that deal with specific importations?

Mr. RawLeicH. Yes. This is a copy of the authoritative releases
that have been made to the newspapers.

Senator SHORTRIDGE. I do not think those elaborate statements and

roclamations would be very helpful to us, but if the statement there
1s devoted to costs of labor, price of labor, amount of importations or
exportations, as it may be, I think that information would be helpful.
However, you may leave that with the committee.

Mr. Rawreian. I also received from Professor Commons to-day a
statement with accompanying charts, that I think the committee
and the Members of Congress will be very much interested in, because
it does contain practically complete and specific information, accompa-
nied by all of the facts and figures and charts that have been prepared
for your information. And I will, with your permission, leave that.

S(‘z?nator SuorTRIDGE. In a word, what does it purport to be? What
is it

Mr. Rawreicu. This is their findings on the tariff on wool. And
it was quite a surprise to me. I expected that any material increase
in the duty on wool would greatly increase the cost of clothing. But
quite contrary to my expectations, Professor Commons informed me
when I last discussed this with him, that there would be but very little
inciease in the cost of clothing as the result of the proposed increase
of duty, as shown by the Hawley tariff bill.

Senator SuorTRIDGE. Docs he then suggest an increase of the duty
on wool? T just wanted to know what conclusion he reached. Not
the reasons leading up to it, but his conclusions.

Mr. Rawwreici, Here is the report of the conclusions, reccived by
air mail this morning. I have only glanced it through. I do not know
what the conclusions are. But it is accompanied by this apparently
very complete and interesting chart.

Senator SHORTRIDGE. You may leave it with the committee and it
may be perhaps printed. That will be determined.

enator HArrisoN. As I understand it, this committee of econo-
mists have been studying these particular rates, and thse particular
paragraphs of this bill with a view of giving this information to the
committee and to the country?

Mr. RawLeigH, Yes, that is correct.

Senator HarrisoN. I think it would be most valuable information,

Senator SHORTRIDGE. Well, I am not at all dissenting from that.
You remarked a moment aﬁo that they had not completed their labors,
particularly in respect to the manufacturing industries of the country.
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Mr. RawreigH. No, the agricultural schedules are the only ones
that have been completed to l(;iate.

Senator SuorTrIpGE. All right, I agree with Senator Harrison that
their conclusions and the reasons that they assign may well be carried
into the record for the study of the committee and the members of
the Congress. _

Senator Harnrison. Is that report on all agricultural propositions?
Have you that?

Mr. RawreicH, On all agricultural propositions?

Senator HARrrIsoN. Yes.

Mr. Raweerci, The report that I referred to is this statement here.
This relates entirely to the following subjects: First, sugar, then
butter, flax, barley, wheat, oats and rye, cheese, coconut oil and olive
oil, cottonseed oil, peanut oil and soy-bean oil, blackstrap molasses,
scoured wool, buckwheat, corn, casein, milk and cream, sheep and
lamb and mutton, and ends with a summary.

Senator SnorTripgE. Now what is their conclusion as to those
articles in respect to the raising or the lowering of present duties?
That is what I would like to know, if you will tell us.

Mr. RawLeieH. I do not know whether I can answer that correctly
or not, Senator Shortridge.

Senator SHORTRIDGE. .ot me sce the document.

Mr. RawLe . But the conclusion that I have reached is that
agriculture, instead of being benefited by the enactment of the
Hawley House bill, will be probably injured, because, first, the farmers
and stock raisers can receive but little, if any, profitable benefit from
the enactment of any of these gropose agricultural schedules,
because any minor and very small benefits that they may receive as
a result of these aﬁricu]tural schedules will hbe more than offset by
the added cost of the products of the manufacturing schedules whic
it is proposed and provided for that have been raised in the House biil.

Senator DENEEN. As I understand, Mr. Rawleigh, they have made
a study of the whole bill?

Mr. RawreigH. Yes.

Senator DENEEN. This board has not made a study of the tariff
bill of 1922, has it? ]

Mr. RawirEeieH. No.

Senator DENEEN, They have made a study of the existing bill
that we are discussing. I think I noticed you made the statement
that they have made a study of the Hawley bill.

Mr. RawieicH, I think thoy confined their studies to that bill.
They began their studies on the a§ricultuml schedules by first
obtaining the official facts and figures from the Federal Government.
And then after the enactment of the Hawley bill they applied those
facts to that bill and reached their conclusions on the agricultural
schedule.

I also have here a brief on the free list that I would like to have
incorporated in the free list record with reference to a few minor
products.

Here is also a shorter summary of the professors’ conclusions
relative to the agricultural schedules, which I will not ask to be
included in the record. :

Senator DENEEN. You have handed the reporter all your briefs
now that you want to be placed in the record?

03310—20—voL 16, scHikp 16——5
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Mr, RawLreigH, Yes.

The tariff, in order to have its effect upon our domestic and foreign
trade and relations with the people of the world, is in my opinion not
only the greatest issue we have to-day, but it is Iikely to be the greatest
issue that we will have for many years to come. It always has been
an issue ever since I recall the tariff. It has been an issue in every
campaign, practically, we have had. But this question will never be
settled until it is settled right.

Senator SHORTRIDGE. It never can be settled once for all time.
Changes come in the world. It can not be like a law of the Medes
and Persians.

Mr. RawrLeicn. Would the committee, Senator Shortridge, be
interested in what my opinion is as to what would be the best remedy
for agricultural relief?

Senator Smoor. Only as applying to the tariff bill, and that I
guess you have given a pretty complete statement of,

o Mr. RawLeiGH. I may be regarded more or less radical, Senator
Smoor.

Senator Smoor. We are here on the tariff rates. That is all we
want to hear about.

Mr. RawreicH. But may I add this to my statement?

Senator SHORTRIDGE. Yes.

Mr. RawrercH. That if I had the power to do so I would undertake
to repeal most, if not all, the special privilege legislation that has been
enacted by our local, state and national legislative bodies during the
past 25 yoars, the object of which would be to restore that equality
of opportunity contemplated by the Constitution,

Senator SHORTRIDGE. As to tariff you would, I suppose, wipe out
the tariff laws entirely?

Mr. RawLEeiGH. Oh, no, sir; no, sir, Senator Shortridge.

Senator SHORTRIDGE. You would reduce them materially, would
you, or raise them, speaking generally?

Mr. RawreieH. I would proceed, I think, as I have undertaken
to proceed, to secure all necessary facts and figures and data to enable
me to reach sound conclusions as to what would be fair and equitable.

Senator SMootr. That has never been done in the past, has it?

Mr. RawrLeigH. Oh, yes, sir, I think it has.

Senator SHORTRIDGE. That is what we are endeavoring to do now.

Mr. RawLeicH. We are always endeavoring to do that, Senator
Smoot, but I think that the conditions are so different to-day, that
we older men especially who have been trained from boys up to
believe in this protective policy, have to recognize that we have
now come to a time when these industries which were infants 40 years
ago have grown to manhood and they are able to go out and cope
with the world and take care of themselves.

Senator SHORTRIDGE. Yes, I see your theory.

Mr. RawreigH. The fact that 1 think this does not make it so
You all understand that. I know it is the fact that some of our
friends disagree with us entirely.

Scn]tlor SuorTRIDGE. Thank you very much for your illuminating
remarks.

Mr. RawreigH. I thank you, Mr. Chairman, and gentlemen for
the attention you have given me,
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Senator HAarrisoN. I wish all these gontlemen could have heard
you, especially the Senator from Utah,
(Mr. Rawleigh submitted the following data and brief:)

ExHiBIT A

StaTEMENTS REGARDING TARIFF APPROVED BY B. H. HisBarDp, JorN R. Cou-
MONS, AND SELIG PERLMAN oF THE UNIVERsITY oF WiscoNsIN, RESULTING
FROM AN IMPARTIAL INVESTIGATION OF THE TARIFF, wiTh FUNDs SuPPLIED
By W. T. RAwLEIGH OF FREEPORT, ILL.

INTRODUCTION

The farmers’ representatives before the Committee on Ways and Means have
agreed on advances in the tariff on various farm products. Manufacturers
of products used by farmers are also asking advances, while others are content
with the present high tariffs.

Formerly the Democratic Party opposed high tariffs and this opposition had
some effect in preventing the Republican Party from raising the tariff rates too
high. Now the Democratic Party is not in opposition but is also asking for high
tariffs on farm products.

Tariffs are always made up by logrolling. If one industry gets a high tariff
it does so by consenting that other industries may have a high tariff.” Under
the new arrangement everybody will join in the logrolling, and nobedy will be in
opposition. Farmers have closed their mouths against high protection for manu«
factures because the manufacturers have consented to high tariffs for farmers.

In this game of logrolling the farmers will get what their representatives ask
for. So will the manufacturers. 1If the farmers ask for a tariff that will do them
no good whatever, then they arc giving something for nothing in this game of
logrolling. This is evidently what they are doing on several of the farmers’
crops. In the case of other crops a small number of farmers will gain but the
great majority of farmers will lose as consumers, along with other consumers.

The only way to find out whether the farmers will gain or lose in this logrolling
is to make a careful investigation of each commodity by itself, on the basis of
all available statistics, and then to sum up the total gain and loss for all com-
modities. This statistical examination is being made, with conclusive results
on a_number of commodities, by a force of experts in agricultural economics at
the University of Wisconsin, under the direction of B. H. Hibbard, John R.
Commons, and Selig Perlman, of the Economics Department. In some cases
the results are significant and even startling.

The funds for the investigation have been furnished bf' Mr. W, T. Rawleigh
fgee ortt, 11, a prominent manufacturer. His instructions are simply to find

e facts,

These investigations show, as exactly as is possible, where the farmers will
gain and where they will lose on each particular commodity. As fast as the
investigation of each commodity is finished the results will be published. Not
every commodity will be included, but only the most important, The investi-
gation shows the results of existing tariffs and the estimated results of the tariff
increases asked for by the farmers’ representatives and by the manufacturers’
representatives.

Among the more important commodities that will be reported on are sugar,
cotton, meat products, dairy products, corn, wheat, barley, flaxseed, and lumber,
besides several manufactured articles.

8UGAR

The proposed higher tariff on sugar will cost the average farmer’s family about
$15 annually, in place of the $10 which the present duty exacts. About 6,300,000
farmers’ families will pay this tax and about 3 per cent of the farmers’ families
will be benefited about $48 each.

The present tariff on Cuban sugar is approximately 1.8 cents per pound on
raw sugar and ncarly 1.9 cents on refined sugar. But the wholesale price of
granulated sugar for domestic use at New York City averaged 2.18 cents per
pound higher than the price of granulated sugar for export purposes. This
measures the amount of the tariff passed directly on to the consumer. When
this tax finally reaches the ultimate consumers in America it has, on account of
intermediate charges, risen to at least 2.45 cents per pound.
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Since the average farm family consumes about 405 pounds of sugar annually
the present tariff costs each farm family about $10 annually; and since the
urban family consumes about 432 pounds, the burden on urban families is about
$11.50 annually.

The proposed increase in the tariff will raise the tax burden from the present
2.45 cents per pound to 3.7 cents per pound, so that the total burden, thus
increased, will be 815 per farm family and 816 for urban families.

Under the present sugar tariff the annual revenue to the Government averaged
$134,000,000 for the five years, 1923 to 1927, one-fourth of all the tariff revenue
collected. Under the proposed tariff, assuming that imports will not decrease,
the Government revenue will be $213,000,000, an increase of $79,000,000 annually.

The present tariff, on reaching the ultimate consumers, costs $293,000,000.
The proposed tarift will cost the ultimate consumers around $443,000,000, an
increase of $150,000,000.

Under the present tariff less than 3 per cent of the American farmers get about
$43,000,000; and all of the farmers pay about $64,000,000; a net cost to all
farmers of $21,000,000. Under the proposed tariff this sinall number of farmers
will get about $69,000,000, based upon present production. No estimate can be
made of increased production resulting from the tariff increase. All of the farmers
gzllsl 01())%370 gg)out 897,000,000 in increased prices, a net cost to all farmers of

y ) .

Besides the American producers, the island producers of Hawaii, Virgin Is-
lands, Porto Rico, and the Philippines obtain, under the present tariff, a benefit
of about $58,000,000. Under the proposed tariff the island 8roducers will get a
probable henefit of $91,000,000, or an increase of $33,000,000 on the basis of
present production. Their benefit will be further increased by an increase in
production which is likely to result from higher prices.

BUTTER

The present tariff of 12 cents per pound on butter gives the butter producers
of the United States $125,000,000 annually. It is proposed to raise the rate to
16 cents. This proposed increase will probably be futile because the present
tendency of production is such that no tariff legislation can help the farmer
increase the amount he is now receivin%;

Under the present tariff of 12 cents the farmer is receiving a benefit of 6 cents
per pound above the London or world market price. Hence the tariff of 12 cents
18 not now full{ effective. If the rate is raised to 156 cents as requested, it will
have practically no effect. It will neither help the producer nor burden the
consumer.

The reason for the relative ineffectiveness of the tariff is the increase in butter
production in this countyy. The [l)roduction of creamery butter in 1922 was
1,153,515,000 pounds; in 1928, 1,478,457,600 and is still on the upgrade. The
total production of all grades of butter has risen from 1,824,609,000 pounds in
1922 to 2,075,000,000 pounds in 1928. So long as butter production continues
to increase at the present rate the price of butter is likely to decline. Regardless
of any upward revision in the tariff the farmers’ benefit will probably decline to
about 5 cents per pound or only $100,0600,000 annually during the next few years.

Since the imports of butter are 'practically negligible, the tariff on butter is
useless as a revenue measure but it does function, as intended, as a protective
measure. It can protect against foreign competition but it can not protect the
farmers from competition against one another by increasing their production.

Should the tendency to increase production continue indefinitely into the
future, the American production will probably become so great that we will be
unable to use the butter produced in the United States and become butter ex-
porters. Should this situation develop the price of butter will decline to such
an extent that the tariff will be of no benefit whatever to the producing farmers.

Of the 6,300,000 farmers in the United States about half produce butter.
During the past few years the annual average benefit to each producing farm from
this tariff was approximately $33. As noted above, this amount will probably
decline in the next few years. Thus the proposed increased duty of 3 cents on
butter is destined to be ineffective.

FLAXBEED

Flax is one of the farm products on which an addition to the present tariff
will help the grower. The proposed addition to the tariff of 44 cents per bushel
should yield the flax producers an additional $5,600,000, or double the present

benefit.
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This benefit will go chiefly to farmers in the states of North Dakota, Min-
nesota, South Dakota, and Montana. The cost will be borne directly by the 32
linseed-oil mills in the United States located at Minneapolis, Buffalo, and New
York, and indirectly by the consuming public.

Under the ﬁrescnt tariff of 40 cents per bushel on flaxseced the annual total
benefit to the flax growers, 1.6 per cent of the farmers of the country, is equivalent
to $5,600,000 or $53 per farm. Under the proposed tariff of 84 cents the benefit
would be increased o $11,200,000 or $106 to the same farmers.

Since flax is imported, the present tariff is effective both as a revenue measure
and for purposes of protection to the local grower. Although the duty is now -
40 cents, our Western growers get 2 benefit of only 25 cents per bushel. This
is due to the fact that it costs them approximately 15 cents more to get their
seed to the Buffalo market than it costs their competitors in Canada.

It is not possible to estimate exactly how much the farmer will get if the tariff
is inereased to 84 cents as proposed, but it seems likely that he will get at least
26 ccnlts per bushel additional benefit, upon which basis the preceding estimate
is made,

While in Russin flax is grown both for the straw to be used for linen and the
seed for linsced oil, the chief use of flavseed in the United States is for erushing
into linsced oil.  During the past five years we have produeed 51.2 per cent of
the total flaxseed used, importing the balance from Canda and Argentina. We
also import a siall amount of linseed oil which is equivalent to a proportionate
amonnt of flaxseed. Due to the fact that flax can not be grown continuously on
each farm, the production can not be increased at a very rapid rate. Thus,
unlike butter, there is not much likelihood that the produection of flax will be
increased sufficiently to make the tariff ineffective.

While the proposed increase in the tariff is arousing hoth Canada and Argentina,
it is @ ease in which the increased duty will be of benefit to the flax farmer. This
beuefit will be balanced by the inereased cost to themselves and all other farmers
who buy paints, varnishes, linoleum, oilcloth, patent and imitation leather,
printer’s ink, putty, soft soaps and other linseed products.

BARLEY

Sinee 1922 the duty on barley has been 20 cents per bushel. The evidence
shows that the American farmer has thus far reccived practically no benefit
from it, except during the exceedingly short feed crops in 1924, Yet it is pro-
posed to raise the rate to 24 cents per bushel. This increase will, in all proba-
bility, also be futile.

Barley is produced chiefly in Wisconsin, Minnesota, North Dakota, South
Dakota, and California. Approximately 75 per cent of the barley produced is
consumed within the county in which it is grown as feed for livestock. The
balance is marketed in Minneapolis, Milwaukee, Chicago, Duluth, and Omaha.
The 156 per cent surplus which is sold abroad is sufficient to make the price of
barley in the United States dependent upon European buyers.

WHEAT

The present tariff on wheat is 42 cents per bushel. No increase is being re-
quested. Since 25 per cent of our annual crop is exported, the price is fixed in
the world market. Due, however, to grading, the tariff is of some bhenetit to the
growers of high protein wheat.

Prior to the tariff the only wheat which was imported was the high protein
wheat grown in Canada. Since the tariff of 1922 only one-tenth of 1 per cent of
our total consumption has been imported. The average effectiveness of the
tariff since 1922 is approximately 9.8 cents per bushel on one half of the hard
wheat, which is 26 per cent of our total production. This gives an annual
average benefit of $17,600,000 which goes almost mainly to farmers in three
States—Montana, Kansas, and North Dakota. Since wheat is a billion-dollar
crop, this benefit is only about 2 por cent of the total value. For reasons
mentioned below, it is doubtful whether this is net benefit to the entire group
of wheat farners.

To most people, wheat is wheat. But tc the miller who must make flour
which the bakeries and the American housewife will buy, wheat is distinguishable
into harder and softer grades. There are at least five distinguishable classes of
wheat—hard red winter, soft red winter, hard red spring, white wheat, and
Durum. These are further distinguishable into grades according to protein
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content. The reason for protein recognition is that the miller has found from
experience that in order to make a dependable flour which will give an even-
textured and well-raised loaf of bread, he must either use all hard wheat or a
mixture of hard wheat with soft, since the harder wheats have the higher protein
content. Until recently close attention was not given to grading by the buyer,
so0 that a farmer who had a low protein wheat probably got as much as the one
having wheat of a high-protein content. Now the millers pay a higher price
for the high protein than they do for the lower protein wheat. In this sense,
therefore, the increased benefit accruing to the hard wheat growers is due partly
to tho greater attention paid to classification and to the resultant lower price
which other wheat grcwers are getting for their product.

In view of the futility of tariff aid, some hope has been expressed that the
American wheat grower will get the benefit of the tariff when domestic con-
sumption catches up with production. If this should happen, the price of
American wheat would not be fixed upon the world market at Liverpool, but in
the tariff-protected American markets. There is little evidence, however, to
indicate that this expectation will be renlized in the near future.

The production of wheat in the United States since the war has averaged
804,000,000 bushels. Present indications are that this production will, if any-
thing, increase. Domestic consumption averages 597,000,000 bushels, while the
balance of 207,000,000 bushels, or about 25 per cent of the total crop, s exported
either as wheat or flour. There is little prospect therefore that domestic con-
sumption will soon equal production.

Looking abroad, conditions are no better. The foreign market seems to be
decreasing due to the prohibitive tariffs heing placed by Germany, Franee, and
Ttaly against American wheat and the increasing production in those countries as
well as in Russia, Canada, and Argentina.

OATS AND RYE

The tariff on oats and rye is practically without value to the farmer.

Inasmuch as the price of oats is dependent upon the world market the present
tariff of 15 cents per bushel has not been effective. With the exception of a few
months in 1924, the price of American oats has not heen any higher than that of
the competitive Canadian crop. Nevertheless, it is proposed to increase the
iduty on this crop by 1 cent per bushel. No benefit ean be expected from this
ncrease,

While oats ranks third among the cereal crops of the United States, it consti-
tutes only 1.7 per cent of the total farm cash income. This is due largely to the
fact that about two-thirds of the crop is used by farmers for horse and livestock
Jeed. The chief benefit to be derived by the farmers from a rise in the Price of
oats, even could it he accomplised, would Le only on the third which they sell
for commercial purposes. They do not, of course, reccive any real henefit from
a rise of price of that portion of the produet which they themselves use.

In spite of the fact that 48 per cent of our total crop of rye is exported, repre-
sentatives of the farmers are asking that the present import duty of 15 conts per
bushel be increased to 30 cents. There are no ryc imports. There seems,
therefore, to be no ocveasion either for the present or proposcd tariffs,

Prior to the war, rye production averaged 38,000,000 bushels annually, During
the period 1923-1927 it averaged 56,000,000 bushels, of which an average of
26,000,000 hushels was exported. The price of rye has uccordinglf' been fixed
in the world market. Since the proportion of the domestic production exported
is increasing there is no reasonable basis for believing that import duties can be
of any benefit whatever to the producer of rye.

CHEESE

Although many kinds of cheese are used in the United States, the tariff is sig-
nificant only in relation to Cheddar and American-mude Swiss cheese. Other
grades of cheese are noncompetitive with American production.

The present tariff of *5 cents per pound, not less than 25 per cent ad valorem™
on Cheddar cheese is ineffective because we produce practically our entire con-
sumption. Canada, our chief competitor, ships her cheese abroad. Only during
the extraordinary depression of the London price in 1926 and 1927 d:d Canada
export appreciable quantities to the United States. The proposed increase in
the tariff on Cheddar cheese to ‘‘7 cents per pound, but not less than 35 per
cent ad valorem” will probably be ineffective.
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The present duty on Swiss cheese of ‘74 conts per pound, not less than 3734
per cent ad_valorem” gave the American producers an average price of 7.7 cents
above the Basel, Switzerland, price during the first 10 months of 1928, The
average annual benefit_ amounts to about $1,650.000. Of this, Wisconsin gets
80 per cent or $1,320,000. If the duty had been fully effective it would have made
the differential of the domestic above the world price about 1134 cents (or 37}%
per cent ad valorem) instead of 7.7 cents. The duty is, therefore, only 70 per
cent effective.

Due to the fact that the Committee on Ways and Means did not differentiate
between ‘‘Swiss’’ cheese and other cheeses in the proposed tariff act, H. R. 2667,
the proposed duty on Swiss chiese is decreased to “‘7 cents per pound, but not
less than 36 per cent ad valorem.” This is such a small decrcase as to be prac-
tically insignificant. The bencfit to our producers will be about 74 cents per
{)ound under the proposed rate instead of the 7.7 cents now obtained under

he present rate. The total annual benefit will be about $1,600,000 instead of
$1,650,000; and the total annual cost to consumers will be about $2,790,000
instead of $2,860,000.

COCONUT O1IL

The effect of the present duty of 2 cents per pound on coconut oil has been to
change the source of supply of crude oil rather than to raise its price. The duty
has brought about a shift in the source of our imports from other countries to the
Philippine Islands, who are allowed to export to us free of quty. The result of
this shift has been a decided handicap on soap manufacturers who had built
up a business on the cold process of soap making—a process for which the Cochin
and Ceylon oils formerly imported are suitable but to which the Philippine oil is

not. .

In 1924 imports from the Philippines were 62,200,000 pounds, and from other
countries 31,700,000 pounds. In 1926 imports from the Philippines cqualed
245,100,000 pounds, while from other countries they amounted to but 300,000
pounds. In the meantime the quantity of oil produced in this country from
imported copra (which is partially dried cocoanut) increased from 38,100,000 to
266,000,000 pounds.

Coconut oil is to-day the chief oil used in the manufacture of oleomargarine,
a substitute for butter. In 1918, 62,000,000 pounds of coconut oil were used in
connection with 107,000,000 pounds of oleo fats and 46,000,000 pounds of natural
lard to make 327,00,000 pounds of oleomargarine. In 1928, 141,000,000 p ,unds
of coconut oil were used in connection with 51,000,000 pounds of oleo fats and
25,000,000 pounds of natural lard to make 307,000,000 pounds of oleomargarine.

The present tariff bill proposed to continue the duty at 2 cents per pound. As
long as coconut oil and copra from the Phili‘ppines are allowed to come in duty
free, the sole effect of the duty will be to shift the source of our imports to the
Philippines without increasing the domestic price of coconut oil.

OLIVE OIL

The present duty of 834 to 7} cents per pound on olive oil is effective to the full
amount of the tariff. In 1925, six-tenths of 1 per cent of domestic consumption
consisted of domestie vil, 80 consumers paid the average duty of about 7 cents
perdpotéind on the 99.4 per cent imports and six-tenths of 1 per cent domestic
production.

Olive oil is & rclatively unimportant by-product of the domestic industry; and
the output in 1925 was actually less than in any year since 1920. Olive growers
carry on their industry for the fruit primarily; and their prosperity is not sub-
stantially affected by the price of olive oil.

After the duty was raised in 1921 and 1922, imports of olive oil actually in-
creased from 30,000,000 pounds in 1920 to 90,000,000 pounds in 1925, but since
1925 imports have decreased to 83,000,000 pounds in 1928. Under the olive oil
duty, revenue receipts increased from 975,825 in 1920 to $6,217,647 in 1925.

It is proposed to continue the present duties as they are. The United States
consumers will continue to bear the burden of paying on the average an added 7
cents per pound on the total consumption of about 84,000,000 pounds of olive
oil in order to give California olive growers a henefit of 7 cents per pound on the
domestic produetion of ahout 1,000,000 pounds. The consumer pays over
$6,000,000 in direct tariff increases; the producer gains $70,000. Thus it is
virtuafly a revenue and not a protective tariff.
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COTTONSEED OIL

The duty of 3 cents per pound on cottonseed oil has failed to create and main-
tain a difference between the foreign and domestic prices of cottonseed oil. It is
Proposed to continue the present duty without incrcase. There is no need for

urther increase, since the present duty is prastically prohibitive, and since the

differential of the domestic above foreign prices is less than the 3-cent duty. The
United States is on an export basis; and an increase is both unnecessary and
worthless.

Cottonseed oil ranks first among the vegetable oils in both consumption and
production in the United States. In 1926, the output was 1,760,530,000 pounds,
an amount equal to over half the vegetable oil annually consumed in this country.

The United States produces about 44 per cent of the world’s ouput of cotton-
seed oil, Ex‘mrts have declined greatly since the war even in the face of heavy
production, due to increased domestic consumption. In 1914 exports totaled
216,000,000 pounds of oil, while in 1928 they totaled but 52,000,000 pounds.

Imports of cottonseed oil have deereased under the 3-cent duty from 9,458,000
pounds in 1920 to 394 pounds in 1927. Imports, compared to the domestic out-
put, have always heen inconsiderable in quantity and have consisted almost en-
tirely of a very low-grade oil from the Far East, which wes used in soap making.
Of the domestic output, about 1 per cent is used for this purpose, so consequently
imports never really competed with the domestie oil.

The extremely short crop of cotton in 1922 greatly reduced the United States
exports of cottonsegd oil and tended to increase the world price of this oil.  Luro-
pean countries chose to shift their purchases to the cheaper oriental crude oils
rather than buy the more expensive United States refined cottonseed oil.  (Soy-
bemlx\ Otn z)u)penrs to be more acceptable as a food oil in Kuropean than in American
markets.

The United States has lost the European market heeause of this shift in demand
and now exports its annual surplus chiefly to Canada, Mexico, and Cuba.

PEANUT OIL

The present duty of 4 cents per pound on peanut oil is fully effective on the
higher grades, but since domestic production is principally of the poorer grades,
domestic producers do not get the full 4 cent benefit. The new tariff bill pro-
vides for continuance of the present duty at 4 cents per pound. ‘The present duty
is sufficient since at no time has the differential of the domestic above foreign
prices exceeded the 4-cent duty.

The average benefit on the entire crop received by producers from the peanut
oil duty averaged about 2 cents per pound for the period 1923 to 1927, The
total annual benefit on the average yearly production of 9,000,000 pounds amounts
to about $180,000.

The peanut-oil duty has been effective in decreasing imports of peanut oil,
In 1920, imports constituted approximately 90 per cent of our domestic con-
sumption. In 1927, imports comprised but 17 per cent of our domestic con-
sumption. At the same time our domestic production has decreased by about
25 per cent, so our total domestic consumption decreased from 107,000,000
pounds in 1920 to about 13,000,000 pounds in 1927, The increased cost of pea-
nut oil brought ahout by the tariff has greatly lessened its use as a soap oil and
decreased our total yearly consumption. In 1927, nearly half our total con-
sumption of peanut oil was used in the production of oleomargarine.

Domestic peanut oil is nearly altogether a salvage product made from culls
and spoiled peanuts and marketed primarily as a soap oil.

SOY-BEAN OIL

The present duty of 214 cents per pound on soy-bean oil is cffective in increas-
ing the difference of domestic above foreign grices by the full amount of the
tariff. It is proposed to increase the duty to 5 cents per pound. This increase
will probably be fully effective, since the duty on linseed oil, the present chief
competing product of soy-bean oil as a drying oil, has just recently been increased
by presidential proclamation from 3.3 cents to 4.16 cents per pound, thereby
increasing the price of linseed oil.  These two oils, soy bean and linseed, maintain
a definite price relationship as drying oils, and increasing the price of linseed
oil by increasing the duty permits the duty on soyv-bean oil to be increased to
5 cents per pound without causing o substitution of linseed oil for soy-bean oil.



FREE LIST 69

The soy-bean-oil tariff has not brought ahout the development of a domestic
soy-hean oil industry, It has brought about the practical discontinuance of this
oil as a soap and food oil. : &

The average henefit received from the tariff on soy-bean oil amoints to 214
cents per pound for an annual domestic production, which in 1927 and 1928
:qlxqr;léegogpproximntoly 3,000,000 pounds. Hence total annual benefits amount

0 ,000,

Soy-bean oil is a relatively unimportant by-product in the United States,
soy beans being grown primarily as a forage crop and for introducing nitrogen
into the soil. Only those beans which are not fit for planting are used in making
the oil.  Soy-bean oil is therefore a salvage product which is made from what
would normally be a waste product, but which has been put to a productive use,

Of the soy-bean oil consumed in the United States, less than one-third is of
domestic origin. Imports might be excluded by increasing the duty and the price
of domestic oil raised to a point where farmers would find it profitable to grow
soy beane: directly for the oil. Too great an increase in the duty, however, might
s0 increase the price of soy-bean oil as to lead to the practical discontinuance of its
use as a drying oil, just as the present duty has led to the near diseontinuance of its
use as a soap and food oil.

BLACKSTRAP MOLASSES

The Corn Belt farmers have asked that the tariff rate on blackstrap molasses
be increased from one-sixth cent per gallon to 8 cents per gallon. The new tariff
bill as passed by the House of Representatives May 28, however, made no change
in the rate. Contrary to the expectations of the Corn Belt representatives, the
gain to corn growers due to any increase in duty is extremely problematical, while
it would result in higher prices for alcohol and alcohol products.

Blackstrap molasses, prior to 1914, considcred largely as waste, is now a useful
by-product of the sugar industry. Since the World War, technical methods
have been developed by which this mnaterial can be converted into industrial
or ethyl alcohol. Consequently plants have been constructed on the seaboard
or in other favorable locations for the utilization of molasses, about two-thirds
of which is imported from Cuba. To-day approximately 85 per cent of the
industrial alcohol used in this country is made from blackstrap.

It is contended that a high tariff on blackstrap will compel the aleohol manu-
facturers to substitute corn for molasses, thus increasing the demand for corn
by about 40,000,000 bushels and excluding the importation of some 200,000,000
gallons of molasses from Cuba. While this argument sounds plausible on ita
face, there are several factors which will hinder if not entirely prevent this
shift from taking place. These factors are:

(1) The manufacture of alcohol from corn is & more expensive process. TFifty-
seven of the sixty plants in operation during 1928, were fitted to convert the sugar
present in molasses into alcohol. In order to use corn as a raw material, these
plants would have to equip themselves with facilities for first converting the
starch in corn into sugar. This would involve the expenditure of large sums of
money for equipment, and would at the same time increase the cost of producing
alcohol by adding to the capital charges, mnaking an additional process necessary,
in addition to the use of a higher priced raw material.

(2) The freight charges to bring corn to the seaboard plants will be a large
part of the total cost, since most of the existing alcohol plants are located on or
near the seaboard outside of the Corn Belt.

(3) The production of alcohol from goftwood waste and by synthetic methods,
now being done on a small seale, will be encouraged. To-day there are at least
four ways in which alecohol may be produced without the use of a sugar or starch
substance as the raw material. A small incentive is all that is needed to induce
men to start the production of alcohol by these new methods.

(4) Some plants will continue to use domestically produced molasses and
molasses admitted, duty free, from our insular possessions. It is possible that
about half our present consumption of blackstrap molasses might be furnished
by our domestic producers and our insular possessions. To the extent that cheap
molasses was availabe, the use of corn would not be stimulated.

In the face of all these facts bringing elements of uncertainty into the alcohol
industry, it is quite unlikely that the alcohol producers would rebuild their present
Blnnts or opcn new ones nearer the supply of corn. Molasses weuld continue to

¢ used as the chief raw material in the manufacture of alcohol; and synthetic
methods now in actual use would gradually be developed. The corn farmer,
therefore, can expect little or no bencfit from a tariff on blackstrap mnolasses.



70 TARIFF ACT OF 1029

wooL

It is proposed to raise the duty on scoured wool from 31 cents to 34 cents per
pound. If this is done it is likely that the American wool producer will reccive
the full benefit of the 3-cent increase in the duty.

Under the present rate the wool growers in Texas, Montana, Wyoming, Utah,
California, Ohio, ete.—6.8 per cent of the farmers—are getting an annual average
benefit of $43,000,000. nder the proposed rate they will probably get
847,000,000, a total additional benefit of $4,000,000. These amounts include the
benefit derived from *pulled wool,"” since the tariff on live sheep of 82 per head is
effective as a wool tariff and not as a mutton tariff.

The effectiveness of the wool tariff can be seen by the fact that during the last
six years the price of scoured wool in Boston averaged 206 cents higher than in
London. If allowance is made for differences in grading and transportation
costs, amounting to 5 cents, it is found that the present duty of 31 cents is fully
ota‘ﬂ‘ecrti;'c. The inecrease of 3 cents per scoured pound should also be effective in
he future.

In order that the woolen mills may he able to sell their produet in competition
with foreign producers they are protected against foreign competition on manu-
factured wool by compensatory duties designed to offset the increased cost due
to the tariff on wool, In addition, it is now proposed to give to the manufac-
turers, on about one-third of our woolen imports, an extra ad valorem rate over
and above this compensatory duty.

The revenue of the government from the imports of wool, woolen goods, and
other woolen materials averages $69,000,000. ‘This amount, added to the farm-
ers’ henefit of 843,000,000, increases the total annual cost of wool and woolens
about $112,000,000. To this must be added the increased cost on all shoddy,
mungo, and other wool substitutes domestically produced and consumed, or about
813,500,000, together with the carrying charges of interest, insurance and taxes,
profmbly 36,000,000, making the cost to the ultimate consumer approximately
$125,000,000.

The wool passes through several hands before it reaches the ultimate con-
sumer in the form of clothing. These are the wool buyer, the spinner, the cloth
manufacturer, the clothing manufacturer and the retailer, all of whom add these
increased original costs to their expenses. It is claimed also that they obtain
increased profits by reason of these increased tariff costs, and it is generally
estimated that the original cost of the tariff, $125,000,000, is marked-up and
snow-bal'ed or pyramided until it costs the ultimate consumer over $300,000,000.

But we do not find that this total mark-up has been effective. In the present
period of depression of the woolen industry many manuficturers have been unable
to pay the usual dividends or even, at times, to cover costs. Others have greatl
increased their efficiency, thereby reducing costs. Workmen have been laid o
for both reasons.

The consumption of men’s woolen clothing has fallen off since 1925 on ac-
count of the high prices of garments. Lower-griced woolen garments had to
be made, with some reduction in ciuality. Substitutes for wool, especially in
women’s wear, such as rayon and silk, have been found.

Since 1925, the tariff costs have not generally been pyramided as alleged. All
of the costs, including the increased tariff costs, have been distributed among
g‘roduccrs along the line, instead of falling wholly upon the ultimate consumers.

he proposed increase in the tariff adds a proportionally heavier burden on the
industry and on the consumers.

BUCKWHEAT

One hundred and thirty thousand buckwheat growers, mainly of New York
and Pennsylvania, who produce over one-half the total buckwheat crop of
about 14,000,000 bushels annually, will benefit somewhat from the proposed
tariff increase, The House bill increases the tariff on buckwheat from 6 cents
to 12 cents a bushel. The total tariff benefit will be negligible, because there is
no natural, well-organized buckwheat market, and prices depend largely upon
local conditions.

The United States since 1921 has been definitely on an import basis, Vir~
tually all imports of buckwheat originate in Canada. Large amounts of Cana-
dian buckwheat have entered this country from 1922 to 1925, inclusive. Three
hundred and sixty thousand bushels were imported in 1924 and 320,000 bushels
in 1925, During this period buckwheat Briccs received by New York producers
excecded, on the average, the prices of Ontario, Canada by 28 cents a bushel,
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In 1926 and 1927 this market of New York over Ontario decreased to 12 cents
and imports dropped off sharply,

CORN

The present tariff of 16 cents per bushel on corn is practically ineffective.
The proposed increase to 25 cents in the House bill will likewise be of no benefit
to the corn producers. .

Although corn is our largest domestic grain crop, it yields a relatively small
cash income to the farmer. This is due to the fact that 84 per cent of the crop
is used directly on the farm for animal and poultry feed. About 10 per cent
enters into the organized corn markets. Qur corn imports are insignificant—
seven hundredths of 1 per cent of our production.

The bulk of the corn which is used by the farmer as feed finally enters the world
market as hog products and is therefore dependent upon the price of pork and
lard. The greater portion of that which enters the channels of trade directly,
on the other hand, is converted into corn meal, corn oil, corn starch, glucose,
grape sugar and allied produects, all of which are also on an export basis.

Any attempt therefore to raise the relative value of corn in the United States
will be unsuccessful in the near future unless the value of the direct products of
corn can be increased. This is difficult hecause we export 28,000,000 bushels of
corn and corn refinery products, and a billion pounds of pork and lard, which is
equivalent to 165,000,000 bushels of corn. The corn which enters the hog
market alone consists of 40 per cent of our total annual production.

Pork and lard are in competition with foreign producers and are therefore
definitely on a world market basis as our competitive system is at present or-
ganized. Unless, therefore, some means is devised to raise the price of pork and
Iard, the tariff on corn is destined to be ineffective.

Corn illustrates well the interdependence of farm prices. There appears over
a period of years a quite definite relationship between corn and swine prices which
is ealled the corn-hog ratio. ‘This ratio varies with relative changes in quanti-
ties of hogs and corn. During the past 25 years, with the exception of the war
period, at the average prices, prevailing, the corn-hog ratio has been approxi-
mately 11.25 to 1. ‘This means that 11.25 bushels of corn will buy 100 pounds
of live hog. If hogs are worth $10 per hundredweight, corn at this ratio would
be worth about 90 cents per bushel. As the price of hog rises, the farmer in-
creases his production, with a resultant rise in the demand and price of corn,
But the quantity of hogs which the meat packers can profitably convert into
pork and lard depends upon the prices which these products will bring in Euro-
pean markets. These prices are in turn related to other meat prices. Since the
price of corn is dependent primarily on the price of meat animals and since meat
prices are determined in the world market, there is little possibility that a tariff
on corn can be cffective.

CASEIN

The present duty on casein is 24 cents per pound and is left at that rate in the
House bill. Representatives of the farmers ask that this duty be increased to
8 cents per pound. If granted, this increase will be of & very small indirect benefit
to American milk producers.

Casein is made from skim milk. It is used chiefly in the manufacture of coated
paper; and in small amounts for the production of insecticides, paints, medicines,
textiles, and other products. The consumption in 1927 was 42,000,000 pounds,
of which about 60 per cent was imported. The tariff of 1922 has already stimu-
lated casein production in Wisconsin, Minnesota, and New York. The effect of
the additional tariff would be to increase further the use of domestic skim milk
for this purpose.

Since farmers usuullf sell their milk to the creameries and condensers at a
contract price, the utilization of the skim milk would first benefit these plants.
Should the tariff be put high enough to prohibit imports entirely these manu-
facturers would be able to use some of the skim milk now wasted and divert
part of that now used for skim-milk powder and sold for hog feed. By doin
this the increased tariff on casein would benefit the milk plants by about $2,600,00
annually. If the farmers are able to get an increased price in their milk contracts
so that the entire amount would be passed back to them, it would be equivalent
to about a half cent per hundred pounds of milk, or only four-tenths of 1 per
cent of the total value of their milk. This is equivalent to only about 50 cents
per farmer annually in the five chief milk-producing States.
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CREAM AND MILK

The Fordney-McCumber tariff act of 1922 placed a duty of 20 cents per gallon
on cream and 2Y cents per gallon on fresh milk. The proposed increase, in the
House bill, to 48 cents on eream and 5 eents on fresh and sour milk will virtually
exclude imports from Canada and thereby benefit the American milk producer.

The prices of milk and cream are related to butter and cheese prices. When
the tariff on butter practically stopped its importation, Canadian producecrs
shipped in their milk and cream. ‘Fhese were manufactured into butter on this
side of the border, thereby avoiding the butter tariff. This was possible because
the duty of 2% cents per gallon on fresh milk was equivalent to only about 7
cents per pound on butter; and the present eream duty is equivalent to about
6 cents on butter. The proposed rates, however, will be equivalent to the higher
rates on butter and cheese.

The milk and cream now imported comeo from Ontario and Quebee and is
consumed in Boston, New York, Philadelphia, and contiguous territory. The
Canadian producers who ship to the United States are for the most part within
an area of about 20 miles of the American border. ‘These producers ean ship
either to Montreal and other Canadian cities or to New York and Boston, de-
pending on the market. The markets and uses of milk and cream differ enough
so as to nccessitate independent analysis.

The Amecrican creameties receiving the Canadian milk convert about 60 per
cent of it into butter and other dairy products. Thoy pasteurize and ship the
remaining 40 per cent into New York for fluid use. Most of this milk comes
in over the present tariff chiefly during the period of heavy milk production—
May to September—and tends to depress the domestic price. That which is
manufactured into butter competes with the domestic milk available for this
purpose and tends to affect this market. :

The cream imported, on the other hand, is of more significance, though equiva-
lent to only one-fifth of 1 per eent of our total production. Like milk, it is shipped
into this country chiefly during the summer months. The New York price of
cream has been about 26 cents per gallon above Montreal during the last two
years, the differential varying between 14 cents in April, 1924, to 47 cents in

ecember, 1927, It is practically impossible to nfeasure the quantity of cream
being kept out by the present duty of 20 cents. Should the proposed duty of
48 cents become effective, however, it will probably entirely exclude imports
from Canada. The total consumption of the New York and Boston markets
will then be met by domestic producers. It appears that New England dairymen
will not increase their produetion sufficiently to meet the demand. The price
should, therefore, rise high enough to encourage the necessary shipments of three
to four million gallons annually from the Middle West., Since this will require
the payment of an additional freight rate of about 10 cents per gallon, the price
of cream will probably rise by this amount. This will aid the New England
producers accordingly and will directly benefit the Middle West by increasing
its market, and indirectly aid by raising butter prices. All dairymen will benefit
to the extent that the domestic butter market will be strengthened.

The magnitude of the henefit under the present and proposed tariffs is difficult
to ascértain because of the smallness of the imports and the relatively unorganized
state of the milk and cream markets. The fact, however, that imports will be
entirely prohibited places upon domestic producers the responsibility of pro-
ducing and marketing their products in such & manner as to insure themselves a
good price. While in the past few years those imports have had merely a seasonal
effect, at present their influence is spread throughout the year.

Whether the tariff on milk, cream, butter, and other daily products can be
made more effective depends entirely upon the extent to which domestic producers
cease competing against one another and thus prevent decreases in the domestie

rice. Increasing production of dairy products at the present time, however,
ndicates that internal competition will keep prices of these products from going
unduly high.
SHEEP, LAMB, AND MUTTON

The present tariff on sheep is $2 per head; on fresh lamb, 4 cents per pound;
on fresh mution, 24 cents per pound. The dutics proposed in the bill which
recentiy xinsscd the House arc $3 per head, 7 cents and 6 cents per pound,
respectively.

hese changes will be practically of no benefit to the sheep producers.

Our imports of sheep and lambs come cllicﬂ{ from Canada. hey are equiva-~

lent to about 1 per cent of our annual production. .
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While the tariff covers hoth sheep and lambs, the bulk of our slaughter consists
of lambs. Lamb prices are subject to both cyclical and seasonal movements.
The cyclical movements cover a period of approximately 10 years. They are
due, among other factors, to changes in lamb production. The seasonal move-
ment consists of a gradual rise in prices beginning about March. The peak is
reached about June, from which point prices decline until about QOctober. The
relation between Chicago and Canadian lamb prices is not consistent, During
the months of April, May, June, July, August, and September the two prices
remain %u.itc close together, Toronto generally being higher than Ch cai;o.
During this period the tariff is practicallfv without effect; imports are small—
about one-half of 1 per cent of our total slaughter.

During the months of Qctober, November, December, January, February, and
March, when lamb prices decline both in the United States and Canada there is
a tendency generally for Chicago prices to remain above Canadian prices. During
this period Canadian imports are about double those of the summer period. The
tariff has a tendency at this time to exclude Canadian sheep which might come in.
Due, however, to the small volume of imports even at this period, less than 1 per
cent of our production, it is difficult to estimate accurately the benefit due to the
gxiriﬁ‘ alt tl:ils season. It appears, however, that the benefit is equivalent to

er head.

'lphe lamb tariff must, however, be considered in relation to the present wool
tariff of 31 cents per scoured pound. Since the fleece on the bodies of live sheep
pays no tariff as *‘wool,” the importer of live sheep really brings in from 2 to 3
pounds of wool, without paying the wool duty. He could therefore afford to
pay about 60 cents to $1 more per head in Canada, allowing for freight and
other charges, than would be the case were wool in the free list. It may be said,
therefore, that the duty on sheep and lambs is effective only as a wool tariff.
This is substantiated by the fact that there is practically no benefit from the
tariff on dressed lamb.

This points to the fact that at present this country raises practically all of the
lamb and mutton which we consume. An increase in the tariff will A)robably
shut out the few lambs which we now import. Since, however, lamb and mutton
must compete for the consumer’s dollar with other meats, notably pork, of
which we have a large surplus over domestic needs, it is not likely that the
prospective increase in the tariff will he of any appreciable benefit to the American
sheep producer.

WHEAT

Since the United States exports 25 per cent of its total wheat production, the
general price is set by the world market. But due to a special demand for high
protein wheat, the 42 cent tariff, otherwise ineffective, maintains a price ad-
vantage of about 9.8 cents per bushel on this portion (26 per cent) of our wheat

crop.

Ig-ior to the 1922 tariff, our only wheat imports were of the high protein grade
from Canada; and these fmports have been reduced to one-tenth of 1 per cent of
total consumption. The protection thus afforded results in an average annual
benefit of about 817,600,000, which goes, of course, only to the growers of high
protein wheat. Tariff aid for other producers is dependent on the rather distant
possibility that domestic consumption may come to equal production. In this
case, prices would bhe fixed not on the world market but by tariff protected
American markets.

SUGAR

The proposed tariff increase on sugar will be of benefit in three quarters.
It will give the small group of domestic producers a probable increase in benefit
of $26,000,000; it will raise the income of island producers by about $28,000,000;
and it will increase Government revenues on sugar from $135,000,000 to
$160,000,000 annually. .

But balanced against these benefits will be a tax burden on all domestic con-
sumers of 3.2 cents per pound, which to the farm family means an increase in

cost from $10 to $15 a year.
PEANUT OIL

The efficacy of the 4-cent duty on peanut oil is shown in the fact that in 1920
the domestic consumption of oil, chiefly in soaps and olcomargarine, was
107,000,000 pounds, of which 90 per cent was imported; that by 1927, as the tariff
raised the price of oil, the use of oil in soap had dropped, and domestic consump-
tion was about 13,000,000 pounds, of which only 17 per cent was imported.
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This tariff is, however, only partly effective. Since the domestic oll is a salvage
product of low grade, the domestic producer benefits to the extent of about 2
cents a pound, or $180,000, on the average annual yield of a million pounds.
The new bill provides for a continuation of the 4-cent duty, which is sufficient,

S0Y BEAN OIL

The present sorbeun oil duty is fully effective, and the proposed tariff of 6
cents a pound will also probably raise the domestic price above the forei%n by
the full amount of the tariff. This probability is strengthcned by thefact that
linseed-oil duties have recently risen, so that it will not form a cheaper substitute.
There is no domestic soy-bean industry, but some oil is salvaged for drying pur-
poses from soy beans used as forage and nitrogen crops.

WOOL

Under the present wool duty of 31 cents per scoured pound, 6.8 per cent of our
farmers are receiving a benefit of $43,000,000 annually. The proposed rate of
84 cents will probably increase this benefit to $47,000,000.

Allowing for a 5-cent difference due to grading and to transportation costs,
the 26-cent price differential of Boston over London shows the 31-cent tariff
fully effective.

It is estimated that present duties on manufactured wool, designed to protect
the woolen mills, add about 869,000,000 to the cost of woolens. Thus the total
burden of approximately $125,000,000 is shared by manufacturer and consumer,

OATS

The 15-cent tariff on oats is not effective because oats prices depend on the
world market. Even an effective tariff would be of negligible benefit to the
farmer on a crop of which he retains two-thirds for horse and livestock feed.
Any increased price would of course a;;lply only to that portion of his crop which
enters the market. Thus, neither the present 15-cent nor the proposed 16-
cent tariff is of any appreciable value.

RYE

The United States exports 48 per cent of its rye crop. There are no rye im-
ports. Therefore both the present (16-cent) and the proposed (30-cent) tariffs

are absolutely useless.
BLACKSTRAP MOLASSES

Anincrease from one-sixth cent to 8 cents per gallon, tariff on blackstrap molasses
has been requested by Corn Belt farmers with the idea of effecting a substitution
of corn as a raw material in the alcohol industry. The following farmers com-
?licate the situation of the aleohol industry in such a way that benefits to corn

armers are extremely problematical:
(1), Prohibitive costs involved in conversion of blackstrap plants for the use of

corn.
(2) Added expense of transporting corn to seaboard plants.
(:(31) lt’;obable development of already existing synthetic methods of alcohol
production.
(4) Increased use of domestic and of duty-free molasses (from insular posses-

sions).
COTTONSEED Ol11,

Since the United States produces about 44 per cent of the world’s supply of
cottonseed oil and is consistently on an export basis, no increase in the present
3-cent duty is necessary. The 3-cent tariff is proved effective by the decrease
of imports from 9,458,000 pounds in 1920 to 394 pounds in 1927,

FLAXSEED

The proposed increase of the tariff on flaxseed from 40 cents to 84 cents per
bushel should double the present benefit to growers. Such an increase may be
expected to nullify the advantage of lower transportation costs held by Canadian

producers.
This benefit may be questioned in view of resultant higher prices which all

farmers must pay for linsced products. :
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CCGCONUT OIL

The 2-cent duty on coconut oil, which the present tariff bill proposes to con-
tinue, has shifted the source of supply to the Philippines with their free-trade
privilege and has not affected the price.

OLIVE OIL

The duty of 6}5-7% cents per pound on olive oil is virtually a revenue and not
a protective tariff. Only six-tenths of 1 per cent of our domestic consumption is
supplied by domestic industry. Consequently, consumers pay over $6,000,000
in order to give the producer a gain of $70,000.

CHEESE

The tariff is significant only in relation to Cheddar and American-made Swiss
cheeses, hbecause other grades are noncompetitive with American production.
Since we produce practically our entire consumption of Cheddar cheese, the
present duty of 5 cents per pound, not less than 25 per cent ad valorem, and the
proposed increase to 7 cents per pound, or 37} per cent ad valorem, are ineffective
reasures,

The present 7}-cent tariff on Swiss cheese has been about 70 per cent effective,
giving an average annual benefit of $1,650,000. In the proposed schedule, Swiss
was not differentiated from other cheeses, thus reducing the tariff to 7 cents and
the probable benefit to $1,600,000.

BUTTER

The continued increase of butter production in this country tends to nullify
the benefits of a protective tariff. he tariff does protect farmers from foreign
competition, but no tariff can protect them from competition against one another.
A continuation of butter production at the present rate will probably reduce the
benefit of 6 cents received under the 12-cent duty to about 5 cents. A 15-cent
tariff would be just as ineffectual.

BUCKWHEAT

The proposed increase of the tariff on buckwheat from 5 to 12 cents per bushel
may be of some slight benefit to the 130,000 growers. The effect of a tariff is
limited by the lack of an organized market and consequent dependence of price
on local conditions.

BARLEY

The 20 cent Per bushel tariff on barley, effective since 1922, has given the
farmer practically no benefit. Since barley prices are fixed by Eurcpean buyers
who take our 15 per cent surplus, any increase of the tariff will prove futile as a
price regulator.

Exuisir B
THE TARIFF ON WOOL

The tariff bill of 1929 (Schedule 11, R. H. 2867) passed by the House of Repre-
sentatives May 28, 1929, has increased the duty on scoured or cleaned wool from
31 cents to 34 cents per pound. 'This increase will grobably be of benefit to
Antljyican wool producers, and the increased costs will be borne by the American
public.

At present there is a duty of 45 cents per pound, plus 50 per cent ad valorem,
on manufactures of wool. The specific duty of 45 cents is intended to compensate
the manufacturer for the higher prices of his raw material cost occasioned by
the duty on raw wool. The ad valorem rate is intended to protect him against
the lower manufacturing costs of foreign competitors. The compensatory rates
on these manufactures under the proposed duties will average approximately
80 cents per pound plus 50 per cent ad valoremn,
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PRODUCTION AND CONSUMPTION

The production of wool has increased 30 per cent in the United States during
the last five years while consumption has decreased 21 per cent, as is shown in
the following table:

1023 1928
Consumption in pounds ! 211, 000, 000
l‘,?“"}“"" wn;ol uzed.. 2:000:000
‘oreign wool used. ..
: 159, 000, 000

Domestic production...

1 These figures are hased on a revision of the Departinent of Commerce flgures, which they advise us are
i+ neomplete due to the omission of statistics for one large and several sinall concerns.

Figures are for wool in the scoured or *‘clean'’ state.

The decrease in consumption is due chiefly to changes in women’s styles.
More silk and rayon is now the fashion in women’s wear. Production has been
stimulated by the increased price and because we are now on an upward trend
in the sheep cycle. Previously to the passage of the tariff act of 1922, we pro-
duced only about 53 per cent to 60 per cent of the wool needed for our manu-
facturing requirements. Due to the increased production and decreased con-
sumption our domestic producers grew 75 per cent of our total needs in 1928,

TARIFF 18 EFFECTIVE

There are some cases in which an addition to the duty does not increasc the
price of the product. Since, however, it is the purpose of a tariff to raise the
domestic price, a duty which does any good to the producer usually raises the
domestic price above that received by foreign competitors. The duty of 31
cents per pound on wool has been effective since it was enacted in 1922. The
additional duty is also likely to be effective.

The effectiveness of the wool tariff can be seen by the fact that during the last
six years the price of scoured wool in Boston averaged 26 cents higher than in
London. If allowance is made for differences in the grading and transportation
costs, amounting to § cents, it is readily seen that the present 31-cent duty is
fully effective.

As a result of this tariff, the wool growers in Texas, Montana, Wyoming, Utah,
California, Ohio, and other States—6.8 per cent of the farmers—are getting an
annual average benefit of $43,000,000 on the wool they are producing. If the
tariff is increased, they will probably get a benefit of $47,000,000 based on present.

production,
WHO PAYS THE TARIFF?

Wool which is sold by the producer must go through a number of processes:
before it reaches the ultimate consumer. The burden of any increase in the
pride of raw wool is, therefore, borne first of all by the woo! manufacturer. When
the wool leaves the farmer's hands, it goes first to the wool buyer, then to the
spinner, the cloth manufacturer, the clothing manufacturer, the wholesaler, and
retailer. If these people are to make the same profits which they made prior
to the tariff, they are obliged to pass on to the consumer at least 31 cents per
pound additional. This is the amount which they pay to the Government as
revenue on such wool as they import and to the domestic wool producer in higher
prices on the wool which they buy from him. This is what is called shifting of
the tariff duty and is to be distinguished from pyramiding.

I8 COST OF DUTY SHIFTED TO THE CONSUMER?

The extent to which the tariff of 31 cents is paid by the consumer depends.
upon the ability of the woolen industry to shift this cost in the form of increased
prices (or perhaps, decreased quantity or quality) to the consuming public. In
this respect, the 31 cents which the woolen manufacturer pays on account of
.the tarilf is a part of his cost of production in exactliy the same sense as labor,
rental, insurance, taxes, overhcad, maintenance, obsolescence, reserves, ete., are:
parts of his cost of production. If he is to make a reasonable profit, he must.
sell his goods above his costs.
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A manufacturer sometimes operates at a loss. At other times he covers his
costs but makes no profits. Sometimes he makes a small and at other times &
large return on his investment. The rate of profits which any business can
make in any particular year is determined by a great number of factors include
ing prices at which the public is willing to pay for a product, competition of
other producers, and the general prosperity of the country. Since the 31 cent
duty or benefit must be paid by some one, the woolen industry is obliged either
to increase the price of its materials to the consumer by 31 cents per pound
or themselves stand the charge in whole or in part. Since, however, there
appear to be actual expenses connected with the duty amounting to about 2
cents per pound, the total cost of the duty rises to about 33 cents, as explained
below. If the manufacturer is to be reimbursed for this outlay, he is obliged
to shift this amount to the ultimate consumer.

18 THE DUTY PYRAMIDED?

It has been contended in the hearings before the Ways and Means Committee
of the House of Representatives by many people that the consumer actually
pays three times the amount of the actual tariff. Hence, it is argued by a
a great many geople that a duty of 31 cents per pound actually costs the con-
sumer about 90 cents per pound.

In order to defend this point of view, its proponents presented statistics to
show that it is the custom of every business to “mark up,” i. e., to “pyramid”
the prices of its products by a given amount above cost prices and thus arrive
at the selling prices. Hence, it is claimed that the five or six successive mer-
chants and manufacturers pyramided the 31 cents by a system of cumulative
mark ups until it expands to about 90 cents when it reaches the ultimate
consumer.

Under the assumption that the 31-cent duty is merely shifted to the consumer,
the wool tariff costs the American public in the necighborhood of $109,000,000
annually. However, if it be true that the duty is “snowballed’’ or “pyramided,”
the cost of the tariff to the consumer reaches $300,000,000 annually. Hence,
it is even claimed that the manufacturers and merchants make an additional
profit by this “pyramiding’ process whenever a tariff is levied. This view
appears to be an exaggeration and, especially in the case of wool, can not be
substantiated.

If, as is claimed, the tariff on wool costs the consumer $300,000,000 annually
and the farmer and the Government get only $100,000,000 then someone is getting
the other $200,000,000. It is often claimed that the latter amount constitutes
the “graft’’ of the tariff in additional profits to the business man, Thus it is
falsely assumed that a rise in the cost of raw wool increases the net profits of the
woolen industry.

The apparent truth in the pyramidiog argument lies in the fact that, as men-
tioned above, it costs the industry something to handle the 31 cent duty. These
costs consist chiefly of the interest charges on the additional capital ret]uired to
carry the higher-priced wool, slightly greate: insurance charges, possibly taxes,
ete., which probably amount to only 8 or 6 per cent of the wool duty. The
woolen industry must collect this amount or about 2 cents per pound in addition
to the tariff in order to defray all of the expenses connected with the duty, If
these charges only be included, the cost of this duty rises to about 33 cents instead
of to 90 cents as is claimed by those who insist that the tariff is pyramided.

PYRAMIDING ARGUMENT FALLACIOUS

It is (1uite impossible for a manufacturer in a competitive line of business
arbitrarily to ‘‘pyramid” the cost of the tariff, thus makinf an additional profit
merely because his costs have been increased. He is usually able to make only
his regular rate of profit on the total capital invested and to collect the additional
cost which is actually imposed upon him by virtue of the duty. Should he
attempt to “pyramid’’ these costs, as is claimed, he would find it a difficult thing
to do. Evidently manufacturers do not acecept the point of view that they can
pyramid the tariff, since throughout the hearings before the Ways and Means

ommittee, many manufacturers have opposed increases in the cost of the tariff
on the raw materials which thely use. If the manufacturers and merchants could

ot back the amount of the tariff, plus 200 per ecent more by increasing the prices
o the consumer, it would seem that they would welcome rather than oppose
additions to their costs.

63310—29—vor 16, 80HED 16——6
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The increased price paid for domestic wool, or the duty on imported wool, is
simply an addition to the manufacturers’ costs. Why should this addition to
costs be returned to the trade three-fold by the consumer? By what process
can it be collected in a competitive industry? If an addition to costs due to
the wool tariff is pyramided, then it can be argued with equal cogency that all
labor costs and freight rates are pyramided—not to mention taxes, interest,
insurance, depreciation, obsolescence, and every other conceivable cost. If this
were true, then it seems there would be practically no limit to prices and business
profits. i’ymmiding was actually practiced during the World War when the
cost-plus-10 per cent plan was used by the United States Government. In those
cases it was true that because a firm’s costs increased its profits were likewise
arbitrarily increased. This condition ~an not, however, be applied to competi-
tive industry to-day. Whatever may I the merits or demerits of any tariff
schedule, it is fundamentally fallacious v use as an argument against it that the
cost of the duty is always multiplied until on reaching the consumer it is several
times the original amount. In the case of wool, such an argument is especially

fallacious.
WOOLEN INDUSTRY DEPRESSED

The woolen industry is an integrated industry in which the several processes
of production are controlled by lorge corporations. If this industry had been
able to “pyramid”’ the tariff during the last seven years, it could have made
large profits. However, if one inspects the balance sheets of the various woole
companies he will quickly see that some of them have not been able to mal.
their operating expenses.

When the industry is prosperous it is due to factors other than the high tariff
on raw wool. One would hardly be justified in saying that the woolen industry
in the United States has made profits, when it has done so, because it has paid
31 cents more per pound for wool. In prosperous times when there is a good
demand for its products, the industry can often make good profits. These profits
can hardly be attributed, however, to the existence of 31 cents duty on raw wool
which the industry pyramids. To the contrary, the duty on the raw material
of an industry is usually a detriment to that particular industry and not an aid
to it in increasing its profits.

The present duty of 31 cents per pound was enacted in 1922, In 1922 and
1923, during a period of general business recovery, the woolen manufacturers
were prosperous. At this timne they were, no doubt, able to pass on to the con-
sumer the actual costs connected with the duty. From 1924 to the present
time this industry has been in a relatively depressed condition. Some concerns
have not been able to cover their costs of production. At other times they have
made a slight profit. There are a few exceptions, namely, some prosperous
concerns in the clothing industry who have greatly increased their efficiency.
If the entire amcunt of the duty and actual costs connected therewith were shifted
to the consumer, it would, for instance, increase the price of & suit of clothes,
containing 34 pounds of wool, by about $1.20, If it is pyramided, it would
cost about $3.15. At no time can it be said that any concern makes inoreased
profits due to the tariff on raw wool.

COST OF WOOL DUTY

If, therefore, we assume that the woolen industry merely recouped the amount
of the duty which it actually paid on the imported raw wool, and the increased
price of the domestic produet, and that the actual revenue collected on woolen

0ods was passed on to the consumer, the total annual cost of the entire woolen

uty to the American public is about $106,000,000 annually. To this amount
must be added the increased cost on all shoddy, mungo, and other wool substi-
tutes domestically produced and consumed—about $13,500,000, together with
the carrying charges of interest, insurance, and taxcs—probably $6,000,000—
making the total cost to the ultimate consumer approximately $125,000,000.
.. It may, therefore, be said that, in some ways, the duty on raw wool, although
it helps the wool producer, is probably ing‘urious to the woolen manufacturer.
However, since the woolen manufacturer himself is asking for a tariff on manu-
factured woolen products, he is not in a position to protest either against the
present or an increased duty on raw wool. Consequently, the woolen industry
has generally not opposed an increase in the cost of its raw material, as is done by
other manufacturers such as, for instance, the automobile interests. Instead,
they ask for compensating duties. .
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The consumption of woolen goods has decreased during the past several years
because of changes in women’s styles and the increased use of rt’tlyon and silk,
(See chart on Consumption of Wool and Competing Products.) Tbese changes
are vitally affecting the profits of the woolen industry, but they have practically
nothing to do with the tariff.

The future effect of the tariff on raw wool will be conditioned largely by the
trend of domestic consumption. The duty will probably be effective in raisin
thedrelative price of raw wool for at least a few years—thus aiding the woo!
producer.
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* The figures for wool are based on a revision of Department of Commerce figures giving wool consump-
tion in grease and mixed totals whicl: they edvise are incomplete due to the omission of-statistics for one
large and several small concerns, Tlie corresponding scoured totals are, of course, much lower, The
silk, rayon, and cotton figures are from the U. S. Comrmerce Yearbook and Statistical Abstract for 1028,

The profitableness of the woolen manufacturing industry, however, in the near
future is dependent, not so much u?on the duty of raw wool, as it is upon domestio
consumption and the ability to sell woolen goods to the consumer in competition
with silk and rayon. Whether or not competitive conditions and the demand of
consumers will make the woolen industry profitable depends also upon the internal
financial structure and management of that industry. The proposed duty of
34 cents on raw wool will probably have very little effect upon the industry.
Whatever effect it does have, however, seems to be detrimental to the industry,
though beneficial to the wool grower.

B. H. HiBBARD,

JouN R. ComMMONS,
SpLie PERLMAN, .
Of the Universily of Wisconsin.
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Exumsir C
Brier oF Tue W, T. RawLeraun Co., FREEPORT, ILL,
FREE LIST

To the honorable Members of the Finance Commiltee of the United States Senate.

GeNTLEMEN: The business of The W. T. Rawleigh Co. was founded in 1889,
and ever since that time its principal offices and factories have been situntocf
in Freeport, Ill,

It now has factories and branches in Memphis, Denver, Oakland, Chester,
Albany, Minneapolis, and Richmond. It is engnged in the manufacture of
medicines, food produets, spices, toilet preparations, polishes, stock and poultry
preparations, stock dip, insecticides and disinfectants. Its business extends into
practically every county and into every State in the United States.

In its manufacturing processes, the company uses large quantities of imported
materials, and in keeping with an old, established policy the company not only
makes or prepares practically everything it sells, but, to enable its customers
and consumers to get the best values, it imports many of its raw materials.

There was a time, we believe, when there were good reasons for tariff protec«
tion. That was during the pioneering period of our country, when industry was
in its infancy, when practically all businesses were small and were owned and
condueted by individuals or small partnerships.

The situation is very much different to-day. ‘The period of pioneering is past.
Industries which had but small beginnings have prospered as a result of the
natural wealth and resources of the country, until we have some of the largest
commercial onterprises the world has ever known.

As a result of mass production and high efficiency in operation, and inereased
buying power on the part of the American J)ublio, there is but very little need
any more for tariff protection. There are undoubtedly instances where protection
is essential, but in most cases the tariff is an imposition upon the general public
for the benefit of a comparative few.

While we recognize that the Government must raise revenue, with which to
pay expenses and meet its obligations, we are convinced that the soundest and
most equitable method is by the levying of tax on real property and on the
income of companies and individuals.

It is clearly unfair and an imposition on consumers for the Government to tax
commodities, and especially the necessities of life. We contend, therefore, that
custom dutics should be confined to only thoso articles, which carefvl investiga-
tion shows conclusively require protection, not as a special ¢lass privilege, but for
the best interests of the country as a whoie, and that no custom duties be levied
an articles that are not grown or produced, and espeelally not on those articles
that can not be grown or produced in the United States.

SPICES

A rcasonable dutgv on ground or otherwise pregm‘ed andfor packaged spices
for the protection of domestic grinders would not be objectionable, although we
do not believe even this is essential. We contend, however, that whole spices,
which, beeause of climatie and/or soil conditions are not and can not be grown in
the United States, should be permitted entry free of duty.

Black and white pepper, cloves, cinnamon, allspice, nutmeg, and ginger are
grown in tropical and semitropical climates, These spices have been given tariff
protection in the acts of 1909, 1913, and 1922, but because they are exclusively
tropical products, this proteetion has not, and any future protection can not
induce or stimulate production in the United States.

Our calculations indicate that for each dollar of duty assesses on thesc items,
there is an increase of $2.51 to the conswiner. We respectfully urge, therefore,
that these spices be placed on the free list and thus discontinue the imposition
of this unnccessary and unreasonable tax on the food of consumers,

Tho removal of the duty and the transfer of these spices to the freo list will,
according to our caleulation, reduce the profit of this company and its dealers
$33,063 but it will also reduce the cost to consumers of our products $54,266,
and based on total United States 1927 importations, it will save United States

consumers $3,048,763 annually.
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VANILLA BEANS

Vanilla beans, which are nceessary in the manufacture of vanilla flavor, the
most popular flavor for foods in this country, are grown in and imported from
Mexico, Madagascar, Tahiti, Java, Guadeloupe, and other tropical countries,

The W. T. Rawleigh Co. is one of the Iargest, if not the largest single importer
of Bourbon vanilla beans in the United States, importing for its own manufac-
turing requirecments, and for resale to other manufacturers, approximately 20
per cent of the total importations.

Like spices, vanilla beans are grown in tropical climates, and because of climatic
and/or soil conditions, ean not be produced in the United States.  The protection
of 30 cents a pound for 15 vears past, by the acts of 1913 and 1922, thercfore, has
not stimulated production.

The removal of the duty on vanilla beans will, according to our caloulation,
reduce the profit of the W. T. Rawleigh Co. 810,489, but it would also reduce the
cost to consumers of the company’s products 812,886, and based on the total
United States 1927 importations, will save consumers $228,744 annually.

While some vanilla beans are produced in Mexico and other countries, most ot
the vanilla beans are produced by and imported from France’s colonies and depend-
encies. France has rightfully protested against the United States imposing
excessive duties on produets from France and her possessions and, we under-
stand, has threatened to retalinte, therefore, inasmuch as vanilla beans can not
be grown in the United States, and conse(}ucntly no tariff protection is nceded,
we respectfully urge, for the sake of our foreign commerce and in the interest
of friendly relations with France, that vanilla beans be transferred to the free list.

OILS OF ORANGE AND LEMON

Qil of orange had protection of 10 per cent ad valorem under the act of 1909,
and both oil of orange and lemon had protection of 10 per cent ad valorem under
the act of 16813,  The duty on both of these oils, by the act of 1922, was increased
to 256 per cont ad valorem. It was said that that increasc in duty was for the
purpose of siimulating production of these oils in California.

In a report on an investigation we recently had made, our Oakland, Calif.,
manager, Mr. &, M. Cooper, reports that the ‘product fon in the United States is

ractically confined to California, with a total of only approximately 600 employees
in both the oils of orange and lemon industry.

We would much prefer, quality and price being equal, to use domestic oils of
orange and lemon, and we have from time to tine for several years, conducted
experiments in our chemieal and analytical laboratory for the purpose of determin-
ing whether we could use these oils without adversely affecting the quality of
our extraets.

Our latest tests were oompleled only a few weeks ago and our production
manager, Mr. Leslic O Hill, Ph. C., in reporting on the results, said:

“I think it adviss.ble to refrain from recommending the use of any California
citrus oils in our extracts beeause

(1) Domestic oil of orange and lemon is inferior in quality, because of its
low citral content as compared to Italian or Sicilian oil, and this we believe is
due to the difference in the American and the Sicilian fruit used in the manufacture
of these oils.

“(2) The aroma and character of the extract does not stand up after aging.

*(3) There is considerable sediment carried down, causing manufucturing
difficulties. .

‘“(4) The strength of the flavor produced from Cualifornia citrus oils would rot
approach the strength of flavors produced from the use of straight Sicilian
citrus oils.”

This is, in substance, a repetition of the results of several previous tests which
we have made with view to using domestic oils of orange and lemon. We,
therefore, have not used and do not use now, and we understand many other
manufacturers do not use, domestic oils of orange and lemon in the manufacture
of orange and lemon extract, and this we believe explains the small and practi-
cally insignificant domestic production of these oils.

Our caleulations indicate that for each dollar of duty on oil of orange there is
an added cost of 81.98 to the consumier, and that for cach dollar of duty on oil of
lemon, there i¢ an added cost of $4.88 to the consumer. This is an unjust and
unreasonable tax upon the consumers in the entive country for the benefit of an
fndustry employing only about 600 employees, and which to the best of our
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knowledge and helief has been unable to produce a product that is equal in
quality to the Sicilian oil, nor even one that can be used satisfactorily in the
manufacture of orange and lemon extract.

The removal of the duty on oils of orange and lemon will rediice the {)roﬁts
of the W. T. Rawleigh Co. and its dealers by $2,670 and $34,311, respectively,
but the removal of these duties will also reduce costs to consumers of its products
by $4,200 and 848,879 annually, and, based on the total United States 1927 im.
portations, the removal of the duty on these two oils will result in a saving to
consumers of $5621,361 and 81,301,722, respectively, annually.

We respectfully urge, therefore, the removal of oil of orange and oil of lemon
to the free list.

TARTARIC ACID

Tartaric acid is a by-product in the manufacture of wine; consequently the
production in the United States is a comparatively negligible quantity. Tartarie
acid has been protected continuously since the act of 1909, The present duty
is 17 cents a pound. The Hawley bill provides for an increase in the duty to
18 cents a pound.

Our caleulations indicate that for each dollar of increase or decrease in the
duty there will be a consequent increase or saving in cost respectively of $4.89
to the consumer.

It is unjust and unreasonable to tax the consumers for the protection of do-

mestic producers on this by-product in the manufacture of wine which, because
of prohibition, there ean be only a limited sale.
) The removal of duty on tartaric acid would reduce the profits of the W. T,
Rawleigh Co. and its dealers by $21,900, and the cost to its consumers by $26,716,
and, based on the total United States 1927 importations, result in total savings
to the United States consumers of $778,014 annually.

We respeetfully urge, therefore, the removal of tartarie acid to the free list.

CONCLUSIONS

The removal of the duties, and the {)lacing of the articles mentioned herein'
on the free list, according to our careful calculation, will lessen the profits of the
W. T. Rawleigh Co. and its dealers approximately $102,323 annually, but it
will at the same time, according to the same caleulation, save the company's
consumers alone approximately $147,037 annually, and will result in a saving to
consumers throughout the United States of approximately $5,878,604 annually.

The W. 'T. Rawleigh Co. will gladly accept this loss of revenue of $102,323
annually, in order to bring about the enormous saving of $5,87§,604 to consumers
annually, because it is its conviction that such a policy will produce, not only a
more sound condition with the consuming public, but that industry also will be
eventually but surcly benefited as a result of increased purchasing power of the
consumer and a more healthy economie situation generally.

Moreover, we are confident that such articles as are mentioned herein, when
imported from foreign countries, do not compete with domestic producers in that
these particular articles, or articles of the same quality as those produced in
foreign countries, are not and can not be produced within the United States, and
that cvervone should, therefore, and particularly the houscwife, who by virtue
of her position is the purchasing agent for the American family, be gratified if the
duty on these items are removed,

There is nothing, in our opinion, that can bring about more prompt and effec-
tive relief to the farmer and those industries which are dependent upon the farmer,
than a reduction in the cost of the articles that the farmer buys, and we are con-
vinced the removal of the duty on the articles hercin referred to will greatly
reduce the cost of the finished product in which they are used, all of which are
actual necessities,

Tue W. T. Pawrelau Co,,
R. G. SAPPENFIELD,
Vice President.
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STATEMENT OF C. E. DURST, CHICAGO, YLL., REPRESENTING
THE NATIONAL HORTICULTURAL COUNCIL

(The witness was duly sworn by the chairman.)

The CnamrMan. You were before the agricultural subcommittee,
were you not?

Mr, Dursrt. Of the House?

The Cuoamrman. I notice from your statement, which was very
complete—and you are not going to repeat what you said down
there, are you?

Mr. Durst. Yes.

The Cuamryman. Please do not, because we have that record, and
I do not see that you could make it any plainer than vou did there.
If you have anything else here on the free list you want to discuss,
go nhead and discuss it.

Mrv. Durst. You have reference to the

The Cuamryman. The agricultural schedule,

Mr. Durst. In the tariff hearings?

The Cuamyan, Yes.

Mr. Durst. Yes; that was rather complete.

The Cuamman. It was. You made a very complete statement
there. We have to go over that anyway. If you have anything
new, confine yoursclf to that, please,

Mr. Dugrst. Could you give me about 10 minutes?

The Crairvax. Yes. If you have a brief on this, I wish you
would file it here.

Mpr. Dursr. Mr, Chairman and gentlemen of the committee, our
organization is an organization of [ruit and vegetable growers of the
country. We have 45 fruit and vegetable organizations in our
membership, distributed over the country, and a considerable number
of individual growers,

We appeared before the House committee on the free list and
asked certain changes. Some were granted and some were not.

The House took horse-radish off the free list, where it has been
classed with the mosses and scaweeds, and put a duty on it. We
are not greatly concerned about that duty, but we do think that in
order to promote the growing horse-radish industry in the country
the duty of five cents a pound on the crude roots, and of 60 per cent
ad valorem on the processed forms, should be allowed, The House
bill does not allow those amounts of duty.

We appreciate the action of the House in transferring chick-peas,
a product that competes with peas and beans grown in this country,
taking it off the frec list and placing a duty on it. .

We want to call particular attention to the question of fertilizers.
The fruit and vegetable growers of the country use large quantities
of fertilizer, particularly nitrogenous fertilizers, The House put
urea on the free list, for which we are duly thankful. It is a concen-
trated form, and its use is increasing,

However, ammonium sulphate and ammonium nitrate have been
left dutiable, and we are particularly concerned about the ammonium
sulphate, because it is used very extensively in the fruit and vegetable
industry,

We ask, in all seriousness, that you reconsider that matter and
endeavor to transfer ammonium sulphate and ammonium nitrate to
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the free list. We think that it has been the policy for Congress to
have fertilizors on the free list, the same as farm implements. The
list of fertilizers shows practically all fertilizers on the free list, and
we think these ought to be there also.

Just very briefly on the banana question —

Senator King. Before you leave that, Mr. Witness, have you given
any consideration to arsenates and arsenical preparations used for
insecticides? There is a tariff of 5 or 6 cents a pound on metallic
arsenate, which is a component part, of course, of all insecticides.

Mr. Dunsr, Yes.

Senator Kine. What is the attitude of your organization with re-
spect to insecticides, or the bases of insecticides?

Mr. Dursr. We would very much like to see all of them on the frece
list, because they are used here in enormous quantities.

Senator Suortringe. Do you think that we should be dependent
on a foreign country for these articles if we could develop them here
in America?

Senator Kina. Arsenic?  We do produce that.

Mr. Durstr. We produce a lot of it here.

Senator SuonTripce. If we could develop them and bring them
into condition to be used, by employing American labor and American
capital, would not that be better than to bedependenton the foreigner?

Mr. Durst. T most certainly think it would.

Senator Snortrings. And ultimately, perhaps, as cheap.

Mzr. Durst. Yes, sir.

Senator Suontripce. All right.  Go ahead.

The CuairmaN. What do you use leuna saltpeter? Don’t you
use that as a fertilizer?

Mr, Dunst. Yes.

The Cuairman. Don’t you use it entirely?

Mr. Duesr. We use potassium sulphate and

The CHairMAN. Leuna saltpeter is the name of an article that is
composed of ammonium sulphate and ammonium nitrate, When
they are combined they come in here free. Do not the farmers use
that instead, mivxing it themselves?

Mr. Durst. They do not use a great quantity.

The Cuairman. Why do thoy not?

Mr. Durser. It is pretty cxpensive.

The Cuairman. It 1s not any more expensive than applying the
articles themsclves before they ave mi.\'e({. That comes from Ger-
many. Leuna saltpeter is made from ammonium nitrate and ammo-
nium sulphate. That is what you use?

Mr. Dursr. Of course, Senator, here is the problem. A great
many of the soils of the United States are sufliciently rich in potash
so that they do not need that material, and therefore the growers
do not care to buy that.

The CuairMaN. What do they bu?r?

Mr. Duast. They buy nitrogen chiefly, in the fruit industry, and
phosphorus and potash for the soils that particularly need it.

The Cuamman. Of course, you know that there is no potash what-
ever in this ammonium nitrato or ammonium sulphate.

Mr. Dunrst. Noj; there is no potash in them at all.

The Cuamman. These are tho two you want on the free list?
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Mr. Dunsr. Yes. Of course, we would like all fertilizers to ho on
the freo list.

The Cuamvan. They are.

Mvr. Dursr, We are committed to that general principle.

Senator SackeTT. Do you know what the imports of ammonium
sulphate are?

Mpr, Dursr. No, sir, I do not.

Senator Sackert. Do you know what the exports are?

Mr. Dunst. No, sir, I do not.

Senator Sackrrr. Do you know whethoer it is exported?

Mr. Duusr. No, sir, I could not tell you that.

Scenator Geonce. Yes, it is exported.

Senator Sackerr. My information is that large quantities are
exported.

Senator Gronrar Yes.  Itis exported and the exports are growing,

The Cnamyax. There are 36,388,500 pounds of that leuna salt-
peter coming in here, and it comes in here free of duty.  The farmers
use that as fertilizer because of the fact that it is composed of
ammonium nitrate and ammonium sulphate,

Senator Sackerr. But there is a good deal of ammonium sulphate
separate from that.

The Cuamryan. Yes, but that is used, of course, for many purposes.

Senator Sackerr. It is used largely for fertilizer.

The Cuamrman. I will find out what the importations of that are.
In 1928 there were 37,609 tons; the value was 81,572,242, Now,
there were 103,776,960 tons of the leuna saltpeter imported, and the
leuna saltpeter is made entirelv from the ammonia nitrates and
ammonia sulphates,

Lrrrer or C. . Dunrsr, Seeretary NatioNat Houricunyuran Couxcin

Cuicaco, Iun., July 15, 1929,
Senator REep Syoor,
Chairman Senate Finance Commitice, United States Senate,
Washington, D. C.

My Drar SexaTon Smoor: The members of our orgenization are particularly
anxious to have ammoninm sulphate placed on the free list. In the hearings
before the Ways and Means Committee of the House we requested that ammon-
fum sulphate, ammonium nitrate, and urea be placed on the free list when used
for fertilizing. Urca was placed on the free list, for which we are thankful.
However, the other two forms were left on the dutiable list.

We are particularly concerned about ammonium sulphate beeause it is the
leading fertilizer constituent used by fruit and vegetable growers. Its usc has
been inereasing in recent years and promises to continue to increase, especially
for acid-tolerant crops, of which there are many in the fruit and vegetable fields.

It seems to have been a policy to admit fertilizers into the country duty free,
the same as in the case of farm implements.  All other fertilizers, except ammon-
ium sulphate and ammonium nitrate, are now admitted duty free. or would
come into the country duty free under the House bill.  We helieve this is good
reason in itself why ammonium sulphate and ammonium uitrate should also be
added to the free list.

Please allow us to call your attention to the fact that the National Fertilizer
Association, representing manufacturers and importers of fertilizers, is asking
that ammonium sulphate and ammonium aitrate be placed on the free list.
The fact that the manufacturers and the users agree on the proposition is the
strongest kind of evidence that the request should be granted, in our opinion.

While ammonium sulphate is used extensively by fruit and vegetable growers,
nitrate of seda is still used in large quantitics. ’l‘fl,is product comes from Chile.
The Chilean Government assesses an export tax on this commodity which, ac-
cording to our understanding, largely finances the Government of Chile.  Thus,
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it appears that the fruit and vegetablo growers of the United States are compelled
to a large extent to contribute toward the payment of Chilean taxation. The
placing of ammonium sulphate on the free list will assist in lowering the prices of
ammonium sulphate and this should force corresponding decreases in the pricoe
of nitrate of soda also.

The placing of ammonium sulphate and ammonium nitrate on the free list
along with other fertilizers will he a material factor in lowering production costs
of American fruit and vegetable growers, and this is, of course, in line with the
program of the national administration to improve economic conditions in agri.
culture and horticulture.

Respeetfully yours,
Nariovar Horticunrunran Couxcir,
C. E. DunsT, Erecutive Secrelary.

STATEMENT OF HARRY D. WILSON, COMMISSIONER OF AGRI.
CULTURE, STATE OF LOUISIANA

Senator Connarny. I understand, Mr. Wilson, you wanted to

file a brief hero?
Mr. WiLson, Itisnothing but a resolution passed at the conference.
(The resolutions referred to are as follows:)

ResonutionNs Passep AT A CoNreriNCE OF SouTHERN COMMISSIONERS OF
AGRICULTURE AND THEIR AUTHORIZED REPRESENTATIVES AND ALLIED INTER-
EsTs IN SessioN, Raveieu Horer, June 18, 1929

Whereas there has developed during reeent years conditions of intense com-
petition from abroad against our American grown farm crops: Therefore, he it

Resolved by the Conference of Souliern Commissioners of Agricuiture and their
authorized representatives and allied interests, (1) That we ask for protection on
American agricultural products and substitutes,

(2) That we cooperate with organized groups, especially farm groups, which
are asking for protection,

(3) That we do not overstress the things needed for our seetion against those
neivtdcd in other sections, but all work together for the common good for agri-
culture,

(4) That it is our desire that this agricultural protection be placed on the
same basis as that accorded other industries.

(5)t'1‘]mt the taritf is an cconomic question; it is hoth local and national in itg
aspeets.

(6) Resolved, further, That in levying tariff dutics the same rates be applied
against the Philippine Islands when such produets from the Philippine Islands
are in scrious competition with American agricultural products as are levied
against other forcign nations, except that they be allowed a preferential rate of
25 per cent.

(7) We urge that the following items, particularly produets of our southern
regions now on the free list, should have a protective tariff; that it would dircetly
benefit our southern agriculture: (¢) Jute and jute products; (b) long-staple
g(lnton; (c) vegetable oils and oil-bearing materials; (d) Spanish moss or palm

er,

Alabama.—-William Howard Smith, representing department of agriculture
and Alabama Cotton Association, Prattville, Ala; Edward A. O'Neal represent-
ing department of agriculture, Montgomery, Ala; D. Webb Hurst, representing
State department of agriculture, Tuskegee, Ala.

Arkansas.—Earl Page, commissioner of agriculture, Little Rock; Paul Jones,
cotton farmer, Texarkana; C. L. MeNutt, sceretary, Arkansas I'arm Bureau
Federation, Little Rock.

Florida~—Lorenzo A, Wilson, chairman, Florida division, Southern Tarift
Association, Jacksonville; R. R, Kerr, tomato grower, Miami; I.. L. Chandler,
Goulds Growers (Tue.), Goulds; H. 1. Bennett, Manatee County Growers Associn-
tion, Bradenton; Phil 8. Taylor, representing State department of agriculture,
Tallahassee; Herman A, Dann, Florida State Chamber of Commerce, St, Petors.
burg; G. S, Fleteher, president, Florida Eust Coast Growers Associntion, Miami;
Cary A. Hardee, ex-Governor of Florida, Live Oak.
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N,

Georgia—Eugene Talmadege, commissioner of agriculture, McRae; W. J.
Vercen, representing departinent of agriculiure, Moultrie; Thomas S. Kenan,
Atlanta Cotton Qil Co., Atlanta; J. H. Mills, Farmers Union, Atlanta; A. Steve
Nanee, representing Georgia Federation of Labor, Atlanta; T. N. Brown, member
of State legislature and cotton farmer, Swainshoro.

Louisiana.—Harry D. Wilson, commissioner of agriculture, Baton Rouge; S.
Odenheimer, textile manufacturer, New Orleans; Ben L. Thompson, representing
Il‘(‘m|isix}nn State Chamber of Commerce, Alexandria; C. T', Bourg, sugar and rice,
Thibodaux

Maryland.—Richard Woods Edmonds, editor, Manufacturcrs Record, Balti-
more.

Mississippi—-J. C. Holton, commissioner of agriculture, Jackson; J. M.
Aldrich, farmer-banker, Michigan City; Edgar Wilson, journalist, jackson;
Horace S. Stansel, representing commissioner of agriculture, Ruleville; P. .
Sanders, State department of agriculture, Jackson.

Oklahoma.—%. H. Lawter, representing department of agriculture, Oklahoma
City; G. A. Van Nory, representing State board of agriculture, Tishomingo;
Ed L. Speairs, State board of agriculture, Oklahoma City.

Tennessee—William J. Iitts, commissioner of agriculture, Gallatin; S. N.
Vannel, fruit and dairying, Cleveland; W. R. Clark, Rutherford County Creamery
Association, Murfreesboro; A. E. Markham, representing Cotton Growers
Assoeiation, Tiptonville.

Teras.—Iid Woodall, representing Texas & Oklahoma Cottonseed Crushers
Associntions, Dallas; J. K. Bell, representing chambers of commerce, growers
and shippers of lower Rio Grande Valley, fruits and vegetables, San Benito;
Roy Campbell, onion grower, Laredo; F. L. Crawford, livestock, Mullen; C. C.
Belcher, Sheep & Goat Raisers Association, Del Rio; Brown White, representing
Rio Grande Valley Shippers Association, San Benito; A. L. Price, representing
shippers and growers in Rio Grande Valley, San Benito; I. R. Stahl, representing
shippers and growers in Rio Grande Valley, Weslaco; J. E. Nichols, representing
Texas cotton growers, Clarksville; R, B. Crcuger, lawyer and bank, Brownsville.

South Carolina.—A. C. Summers, representing department of agriculture,
Columbia; Wade Stockhouse, farmer and feed, Dillon; Ii. W. Dobbs, farner,
Waynesville; W. H. Keith, cotton manufacturer, Greenville.

Virginia—~J. H. Meek, representing department of agriculture, Richmond;
J. A. Arnold, Southern Tariff Association, Washington, D. C.; Vance Muse,
Southern Tariff Association, Washington, D. C

CREAM SEPARATORS
{Par. 1604)

STATEMENT OF E. W. MEESE, CHICAGO, ILL., REPRESENTING
THE ASSOCIATION OF AMERICAN MANUFACTURERS OF CREAM
SEPARATORS

(The witness was duly sworn by the chairman of the committee.)

The Cuamrman. This is paragraph 1604,

Mr. Megese. Mr. Chairman and gentlemen, may I be permitted to
make a short earefully prepared statement that will explain my posi-
tion before your committeo?

The Crairman. You may make your statement. I suggest that
we let the witness make his statement without questioning him until
he has finished. It is about creamn separatots.

Mr. Megse. I have appeared before the Ways and Means Com-
mittee and before your subcommittee on metals, Schedule 3, repro-
senting the American manufacturers of centrifugal cream separators
and asking that cream separators of a value under 850 be taken from
tho free list, classified witlh larger machines over a $50 valuation, and
all subject to a duty of 45 per cent ad valorom,

There is a natural disposition on tho part of many Senators and
Congressmen at the present time to immediately jump to the con-
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clusion that such a move would be to the detriment of the farmer and
to the exclusive benefit of the separator manufacturers. The Amer-
ican farmeor cortainly needs help and from all appearances will un-
doubtedly get considerable aid, even though he may not receive all
that he and his representatives requost.

The American manufacturers of creum separators are strongly
interested in anything that will aid the farier and improve his
financial condition, for we are more vitally interested than most
business men in his welfare and, therefore, would consider well his
ultimate interosts before making our request. The well-posted farm
organizations and their representatives know that the American
manufacturers of cream separators have de ne as much for the farmer
in dairying education and the growth of this largest and most profit-
able branch of agriculture as any single agency, and they are duly
appreciative of this help.

The intonse competition among American manufacturers has kept
the price of cream separators on a far lower comparative basis than
any other piece of farm equipment, the present price basis being but
25 to 33 per cent higher than the lowest pre-war price as against
the customary 100 per cent and over advance of most other agri-
cultural equipment.

Consequently, the manufacturers’ maigin is extremely close—so
close, in fact, that practically none of the American manufacturers
have made oeven a reasonable profit from the manufacture and sale
of cream separators since the war. :

But how about the importers of European-made machines?

The gentleman representing Babson Bros., Chicago, importers of
the Belgian Melotte machine, asked your subcommittee on metals,
Schedule 3, to make no change because of the farmers’ interests.

Cream separators under 850 valuation have been on the free list
since the Underwood bill of 1913, and during those 16 years of experi-
ence thie farmer has not profited 1 cent on the price of cream separators,

The price which Babson Bros. place on their Melotte sepurators is
practically the same as the prices to the farnier on the leading Ameri-
can makes. If there is anything for the farmer in duty free separators,
W}hy ?lmve not Babson Bros. and other importers given him the benefit
of it?

Babson Bros. representative stated before the subcommittee on
metals that their 740-pound capacity machine, which is their best
selling size, cost them $30.  Still the price to the farmer is $107.50.
No wonder the importer opposes a duty on cream separators, and
their purported interest in the farmer is bunk.

The excessive spread between their admitted cost of $30 or the
average valuation on their particular Belgian machines of $26.78,
shown by the Department of Commerce figures, is used to promote
their own business in ways that can not be met by American man-
ufacturers except with severe actual losses.

Babson Bros. ndvertise a $20 trade-in allowance on any old separa-
tor, regavdless of age, make, or condition, and, although trade-in
allowances are made on American machines as well, no such large
amount is justifiable or possible without sctual loss to the American
manufacturers or their 50:1101'.\‘.

Excessive and unveasonable advertising expenditures are also made
out of this unusual margin retuined by the importers. In 1027
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Babson Bros. spent over 811 per machine imported that year in farm-
paper advertising alone. This amount, 10 per cent per cream separa-
tor, is far greater than that spent by any automobile manufacturer
in magazine or newspaper advertising, if current reports are correct.

No wonder the advertising agency handling their account took
such an active and questionable part in getting the conference com-
mittee to change the decision of both the House and Senate committees
when the Fordney-McCumber tariff bill was written in 1922,

If the importers are interested in the farmers’ welfare, why do they
not give him the benefit of their duty free privilege on their low-cost
machines? The prices asked by Babson Bros. on their Melotte ma-
chines in the United States are practically twice those asked of the
Belginn farmer by the Belgian meanufacturer of Melotte separators.

Naturally, the importer will cite production figures of American
separator manufacturers and comparative import figures to divert
attention from the purpose of the request of the American manu-
facturers.

But, if the American farmer is not benefited, as we conclusively
show, and the inul)orter is the only one benefited, to the danger and
detriment of the loyal American manufacturers, is there any reason
wllly our request is not worthy of your consideration?

‘he duty requested—45 per cent ad valorem on all sizes and valua-
tions of eream separators—will not prohibit importations, but will
simply equalize importers’ costs with American manufacturers
factory costs and still permit them to sell imported cream separators
on just as favorable a basis as American manufacturers and their
thousands of local dexzlers.

The importer perhaps can not give such excessive trade-in allow-
ances, spend so much for advertising, or give such generous discounts
and commissions as formerly—but the farmer will not suffer.

We have filed briefs, containing exhibits, with the metals subcom-
mittee, which briefs, together with those submitted to the Ways and
Means Committee, will prove our statements made herein and which
give other pertinent facts.

We have spent much time and care in presenting our case before the
tariff committees in 1922 and 1929, in order to try to correct the
unfair basis to American cream separator manufacturers, and we will
continue to do so, if necessary, until the situation is remedied. We
want no advantage, but we do want to have as good an opportunity
to sell American-made cream separators on a profitable basis as that
granted by Congress to the importer of foreign-made machines. And
on such claims we believe we can appeal to all Senators, regardless of
their political afliliations.

Senator WarsoN. How is the production in the United States?
Has it been increasing or decreasing since 1912?

Mr. Mersk. It went down. It is less to-day than it was in 1912.

Senator Warson. How has it been since 19227

Mr. Meese. It decreased for a while, but has come back in the
meantime.

Senator Warsox. 1t is inereasing again, you say?

My, Mezse. It did this last year, but it did not in the previous
year, altheugh the previous year was considered a better agricultural
year than this last year.
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Senator King. Is it not a fact that your exports have been increas-
ing from year to year; that is, American production?

Mr. Meesg. No, sir.

Senator King. Is it not a fact that exports in 1928 were $797,460
as agaipst $429,168 in 1927?

Mr. Mzeese. That may be true, Senator, but you can not go by
those figures, for the reason that a cream separator is a unit as an item,
alllmd that low value from one year to another would be dependent on
the s1zes.

Senator Binauam. Senator King, read the figures for the year
before that.

Senator KiNG. You can read them if you want them,

Senator BincuaM. You are reading them. I thought you might
read the figures for the year before that and help the witness out.

Senator King. Is it not a fact that in 1923 the value of your ex-
ports was $488,000; in 1924, $305,000; in 1925, $553,000; in 1926,
$883,000; 1927, $429,000; and in 1928, $797,000?

Mr. MEeese. That is undoubtedly correct. You are reading from
the records, Senator.

Senator Kina. Yes.

Mr. Meese. But I ask you to go by units. A unit is sold to the
farmer, and there is a difference whether it is a 370 separator or a
$125 separator.

Senator Kina. Is it not a fact that the imports last year were only
$533,000; for 1927, $610,000, for 1926, $702,000; and for 1925, $539,-
000; and for 1924, $452,000?

Mr. MEeese. Yes, sir; no doubt it is correct. I wish to call the
attention of the committee to the fact that 90 per coent of those
separators that have been exported go to Canada. We have no hope
of competing with European countries on the manufacturing cost of
cream separators.

Senator Kina. The value of the imports would be less than 10 per
cent of the value of the domestic production.

Mr. MEgse. Perhaps so, but if 27,000 were imported last year,
spoeaking about units, that means 27,000 orders taken away from
American manufacturers.

Senator Kina. But you take some orders away from the manu-
facturers in other countries by your exports.

Mr. MEegse. No, sir; only 1n Canada.

Senator Kina. Well, in Canada.

Mr. Meese. Ninety per cent of those exports are to Canada.
That is the only country where the American manufacturer of cream
separatora can expect to compete on account of a similar labor rato,
or labor cost, manufacturing costs. Ninety per cont went to Canada.
Of that 90 ‘per cent practically all wero shipped by one American
manufacturer to their own selling organizations, which have been
organized in Canada, and not to compete with European machines.

Senator Kine. Whom do you represent, Mr. Meese?

Mr. Megse. 1 represont the Association of All American Manu-
facturers of Cream Separators,

Senator Kina. However, one of those is the DeLaval Co., is it not?

Mr. MEegse. That is one of them.

Senator King. Do you represent that company?

Mr. Meese. I represent them with tho othors; yes, sir.
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Senator Kina. Are you the sales agent for these other companies?

Mr. Meese. I am connected with the DeLaval Separator Co.,
Chicago.

Senator Kina. What position do you occupy?

Mr. MEegse. General manager.

Senator King. What were the dividends of that company in 1926?

Mr. Megse. Less than 6 per cent.

Senator Kina. What were they in 1927?

Mr. Megse. Less than 5 per cent.

Senator Kinec. What stock dividends have you declared in the past
10 vears?

Mr. MEgse. None that I know of.

Senator King. How long have you been connected with that
company?

Mr. MEegse. Five years.

Senator Kina. What were your earnings in 1927 that wero not. dis-
tributed, and put to your surplus account?

Mr. MEEsk. I can not tell you that. It wasread out in the meet-
ing. You had the figures, Senator, which showed that their earn-
ings were $750,000, which I contend on a $12,000,000 investment is
not making money very fast.

Senator Kinag. That is, after paying your dividends,

Mr. MEegse. The total net profits, as I understand those figures.
1did not have them myself. Somebody read them into your records.

Senator King. After paying your dividends, your profits were more
than $700,000, were they not?

Mpr, MEegse. But on a $12,000,000 investment—and 1 wish to say
those are not my figures; I do not know what the figures are—I have
no access to them—this, you understand, is a privately-owned
concern,

Senator Kina. I thought you were one of the officers of the com-

any.
P Mr. MeEese. No, sir; I did not say that.
Senator Kina. What position do you occupy—general manager?
Mr. Mzegese. General manager, Chicago.
Senator King. Are you a stockholder?
Mr. Meese. No, sir; there is no stock on the market, as I under-

. stand it.

Senator King. Who are the owners?

Mr. Meese. The heads of the business, I presume.

Senator King. Who are they?

Mr. Megse. . J. Aaron is president and general manager. Mr.

& Ralph Stoddard, New York, is secretary. There are several others
5 who are not active in the business, but form the board of directors.

Senator Binguam. Mr. Chairman, I beg the Senator to confine his
questions to something that will really have a bearing on the issue.
What difference does it make who owns this company so long as the
business is in such and such a condition?

Senator King. The Senator may have his views, but I have my
own,

Does the International Harvester Co. manufacture these separators?

Mr. Muese. Yes; that is a small part of their line.

Senator King. Do they manufacture them, is what I asked you.

Mr. Mepsk. They do.

Senutor Kixa. What number do they manufacture?
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Mr. MzesE. I could not tell you, sir.

Sgrmtor Kinag. They are a competitor of your company, are they
not’

Mr. Mzese. They certainly are one of the strongest competitors
we have.

Senator IKina. Are they here asking for an increase in tarifl?

Mr. MegsE. Only as I represent the entire association.

Senator Kince. Well, you represent them.

Senator SuorTripGgE. Your answer is “ves,” then?

Mr. MeEse. Yes.

Senator King. Have you been asked to represent the International
Havvester Co.?

Mr. Megsg. All of the creamery companies.

Senator Kinag. Pardon me; have you been asked by that company
to represent it?

Mr. MEeese. Not except that they are members of our association.
1 do not know how I can answer that more directly. If you mean
to ask if Mr. Legg or somebody else eame to me in person and asked
me personally to represent them-——

Senator Kineg. Do you know what proportion of the domestic
production came from the Internntimmf Harvester Co.? :

Mr, Megse. That I could not tell you. I imagine, based upon
the statements of the importers, that their production will be approxi-
mately the same as the production of the DeLaval Seperator Co.

Senator Kina. What is your production?

Mr. MEegse. I can not tell you, sir.

Senator Kine. I mean the proportion of the domestic production.

Mr. Megese. Qur production would be about one-fourth.

Senator KinG. And the International Harvester Company about
one-fourth.

Mr. Megese. I do not know, sir, but I assume so.

Senator Kine. It is a member of your association, is it not?

Mr. Merse. Yes, sir, :

Senator Kinc. What other companies manufacture them?

Mr. MEegsg. The Iowa Dairy Separator Co., Waterloo, Iowa;
the Dairy Cream Separator, Lebanon, Ind.; the King Manufacturing
Co., of Buffalo, N. Y.; the American Scparator Co. of Bainridge,
N. Y., Sharples Separator Co., Westchester, Pa.  There is quite a
list of them. I can not recall them.

Seuator King. And those other companies, manufacture, then,
the other half, if the DeLaval Co. and the International Harvester Co.
manufacture one-quarter each. .

Mr. Meese. 1 assume so.

Senator Binanam. Are you speaking now for all American separa-
tors, or for those that we are now considering?

Mr. MEeese. Those that are under $50 valuation.

Senator Binananm., What?

Mr. Megkse. Those that are under $50 valuation and are on the
free list.

Senator Bincuasm. T mean when you say hall manufactured by two
concerns.,

wlr, Mrese, Yes, sir,

Senator BinaHaM. You are only speaking of the cheaper grades.

Mr. Mzeese. I am speaking of the small ones.
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Senator KXina. Do not the farmers themselves, the small farmers,
use these cream separators to a large extent? And was not that the
evid(;nce before the committee of which Senator Reed was chair-
man?

Mr. Mzese. T)o entire sale of the machines such as come under
the free list are to farmers.

Senator King. Yes. That is sll. .

Mr. Meese. But T want to call your attention, gentiemen, to one
thing, that, although there is a classification of cream separators
under $50 valuation, and that class of separators are put on the
free list, it does not mean that those separators are sold to the farmers
for under 850. That meaus the declared valuation, import valua-
tions, of under $50; and none of the farm machines come in over $50.
Therefore they are all duty free; that is what you call the farm size,
They may be operated by hand, or a small electric motor, or some
other kind of power, but 80 per cent of these farm separators that
come in duty free are sold to the farmer at prices above $50.

Senator SHORTRIDGE. About how far above would you say?

Mr. Megse, The average price of the leading separators, Senator,
is, as a representative of Babson Bros. stated their size 740 was
tllei;‘ b ggest seller, and I assume that is the average—their price is
8107.50.

Senator Barkrey. What is your price on the same thing?

Mr. Mzese. Our price list is from $107.50 to $115.

The Cuairman. 8107 is the lowest price a separator sells for that
comes in free as being valued under 850?

Mr. Mruse. Yes, sir.

Senator SHORTRIDGE, There is quite a spread there.

Mur. MEegsE, There has to be.

Senator DineeN. What does the $107 separator sell for in
Belgium?

Mr, MEgse. That separator in Belgium—that 750-peund separa-
tor which sells in the United States for $107.50, sells to the Belgian
farmer by the Belgian manufacturer at $48.80.

Senator Binénam. Do you not think it would be a good idea for
some of the cooperative associations to import some of these under
850 and sell them at cost?

Mr. Meese. If they want to get any benefit of the duty-free clause
it will have to be done,.

Senator BarkrLey. You stated a while ago that this free impor-
}ntion of these separators under $50 in value was of no benelfit to the
armer,

Mr, Meesk. That is the fact. He pays just as much for them as
for the similar sizo American-made machines.

Senator BarkLey. By how much does the imported article that
comes in duty free undersell the American product?

Mr. MEegse. it does not undersell them at all,

Scnator Barkrey. It does not?

Mr. Mzerse. They might in our case. Our price is a little higher
than some of the others.” They are around an average price.

Senator Barxrey. If we accept your testimony and put a 45 per
cent tariff on them, then the $50 machine that comes in would pay
$22.50 tariff,

03310—20—vao1 10, scHED 16——7
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Mr. Meese. How is that? :

Senator BArRkLEY. If an article is brought in duty free at $50, then
when you put a 45 per cent tariff on the same article you would have
to pay $22.50 duty.

Mr. MEEsE. The average import valuation, Senator, of all separa-
tors under $50 valuation last year was $19.

Senator BarkLEY. Whatever it is, it pays 45 per cent.

Mr. Meese. That would be 37 or $8.

Senator BArRkLEY: So that would have to be added to the price
the farmer pays, would it not?

Senator SuorTrRIDGE. Not at all; not at all.

Senator BaArkLeEy. Why not?

Mr. MEeese: It would simply reduce the importers’ margin of
profit that much.

Senator DeENEEN. It reduces his hundred per cent profit.

Senator BarkrLey. If he adds that $22.50 or any part of it, it in-
creases the price.

Mr. Megse. It would if he added it. ‘

Senator BarkLey. And if he tried to undertake to increase his
price by the amount of the duty he paid, you would immediately
Increase your price to the extent your tariff would allow you.

Mr. Mgese. Pardon me, Senator, but that possibility is very
remote, and is almost precluded by the extremely keen domestie com-
petition, regardless of the imported machines. The importers
would he compelled to take it out of their profits.

Senator BARkLEY. If the price has been obtained in_the face of
domestic competition, and in the face of free importation of those
under 850, wherein lies the interest of the Ameriean manufacturers
}mless ;19 expects by this tariff to be able to raise his priee to the
armer?

Mr. MeEsE. As explained in my statement, that extreme margin—
we will say between $30, the admitted cost of the imported article,
and the sale price of $107.50, less what was stated—$4 for trans-
portation, insurance, and so forth, which, by the way, seems very
excessive——

The CrHairMaN. As I understood you, that would require the
importer to make a smaller price for exchanging old maehines.

Mr. MEeese. He has used that—that is part of it—Senator. He
has taken out of that flat spread between $30 and $107.50 a $20
trade-in allowance.

Senator DENEEN. And $10 for advertising.

Mr. Megsk. $11 per machine for 1927 for advertising.

Senator SAckeTT. That allowance is an advantage to the farmer.
If you raise the tariff, would he not lose that?

Mr. Me€ese. Not necessarily.

Senator SackeTT. Would he not probably lose it?

Mr. Meese. No. The importer if he wished te continue to do so
could sell the American farmer on the same basis as the American
manufacturer did and it would not be taking advantage of the

American manufacturer. .
" Senator SackeTT. The advantage you would get would be this raise
of $5 or $6 in the tariff.

Mr. Miese. The only thing we would get would be their inability
to give the farmer these excessive allowances which we have tried
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to meet in lots of cases in order to hold our business which we can not,
and are establishing bad precedents.

S.en.;;tor SackerT. That would be taken away from the farmer,
again?

Mr. Megse. It would in some cases be taken away from the farm-
er, but what about the farmer who has no old machine to trade in?

Senator Sackerr, There are not so many farmers of that class as
there are of the other, are there?

Mr. Meesk. No; but that catches the southern farmer.

Senator BARKLEY. You do not contend that these importers have
undertaken to dump their product here to undersell you?

Mpr. Megse. No, sir; absolutely not.

Senator Warsu of Massachusetts, Is the result of this distinction
in the valuation of these sepurators this—that the farmer who buys a
separator valued at under 850 does not have to pay any tariff duty,
while the dairy-product producer or manufacturer who uses large
machines has to pay the duty levied in this bill?

Mr. MeesE, Noj; it means this, Senator—that that $50 valuation
is merely an arbitrary division point which was set to denote sizes
that ordinarily went to the farmer, thus distinguishing them from the
big power machines.

Senator WarLsu of Massachusetts. From the standpoini of the
manufacturer, you need as much protection to protect American
labor on the smaller and cheaper machines as you do upon the larger
and more expensive machines?

Mr. McEsE. Absolutely.

Senator WarsH of Massachusetts. So if the principle is sound on
a machine that costs more then $50, it is sound on a machine that
costs less than $507?

Mr. MEEsE. Absolutely. Twenty-five per cent on the power ma-
chines, gentlemen, that is now allowed under Schedule 3, is inade-
quate. The fact of the matter is, if you were to equalize European,
Belgian factory cost with American factory cost, a duty of over 100
per cent would be necessary. We have not asked for that. We
merely ask that the importer’s price—the price that the importer
pays to the Belgian manufacturer, and which is declared in this. coun-
try—be equalized with the American factory cost, so tnat the importer
has no advantage over us in the resale of those goods.

Senator SHORTRIDGE. You ask that he pay something to get into
our home market?

Mr, MEeese. Merely to equalize it—not to cut him out; merely to
equalize it with our factory cost.

Senator StMmons, You are manufacturing, and you are selling this
product in competition with the importer?

Mr, MeEese. Yes, sir.

Senator Simmons. Now, I can not understand, if the importer buys
this article from Belgium at an average, you say, of $30——

Mr. Megse. He buys it from the Belgian manufacturer at $30, or
$26.78, to be accurate,

Senator Simymons. The importer gets it in free of duty, and it costs
him about $30, I understood you to say?

Mr. Megese. The other gentleman stated that the freight they paid
was around $4, as I recall it, although that seems to me to be very
excessive.
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Senator Simmons. Well, what does he pay for it? What does the
importer pay for it?

Mpr. Megse. That is what he pays for it.

Senator Simmons. $307?

Mr. Meese. Yes, sir.

Senator SimmoNns, Now then, that importer, with you as his com-
petitor, is able in some way or other to sell that separator in the
American market at $107?

Mr. MEeesk. Yes, sir; that is our point exactly.

Senator Simmons. What does it cost you to produce one of those
separators?

Mr. MEeese. The average cost of those three large sizes, as sub-
mitted by the manufacturers and contained in one of the earlier
briefs, is $41.

Senator Simmons. $41 is the cost of your material?

Mr. Meese. That is the factory cost, without any overhead, in-
terest on investment, advertising, sales expense, or anything clse—
bare factory cost. ‘

Scnator Smmons. Taking in all the elements of cost, what is the
cost of producing, by you, one of those separators that sells in compe-
tition with the one that the importer brings in here at a cost of $30?

Mr. Meese. To compare with his $30 cost, $41 would be our cost.

Senator Simmons. $41 would be your total cost. Now, do you sell -
in this market your product that cost you $41 high enough to allow
the i;nporter, your competitor, to get cut of the American' market
$107

Mr. Megske. Yes, sir.

Senator SiMmoNs. Then do you not make too much profit?

Mr. Meese. We have not paid any dividends to spcak of, and
nonel off the manvfacturers have made any money since the war to
speak of.

pSenator Simmons. How do you reconcile that difference? You are
selling for about the same price, probably?

Mr. MEESE. Yes.

Senator Simmons. Your price is $107. Your cost is §41. Now,
what absorbs the difference?

-‘Mr, Megse. The expense, discounts to dealers

Senator Couzens. What is the discount to dealers?

Mr. MEksk. I can only speak for ourselves, Senator; 25 per cent
is the standard discount. We have a trade-in allowance that is
limited on old machines that my company allows to the dealer of
one-half of the amount allowed up to $12.50 for a competitive machine.

Senator Couzens. So, when you say “$107,” you mean that is the
retail price_to the farmer?

Mr. MEegse. That is the list price to the farmer. In other words,
a farmer who has no cream separator, and wants a cream separator,
pays $107,50 for it.

Senator CouzeNns. You give the dealer who sells him 25 per cent?

Mr. MEegse. That is the idea.

. Senator BARgLEY. Is that 25 per cent on the $107, or 25 per cent
on the $41?

Mr. Meese. Twenty-five per cent on the $107.

Senator Kine. You say that the cost of this separator is $41, and
yeot you sell it to the ultimate consumer for $107?
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Mr. Meese. Yes.

Senator King. That is all.

Senator Simmons. That is the spread, now?

Mr. MEese. The cost of the imported machine is $30, and they
se'l it for $107.

The CuairMaN, What is the average price which you allow on
exchanges for that class of machine? Is it like a sewing machine,
where you lose what you allow on the machine that you take in?
What is your loss per machine on the traded-in machines?

Mr, MEeese. It is all loss,

Senator BarkrLey. What is the life of one of these cream separators?

Mr. MEese. That is, it is practically all loss. Occasionally you
might get a new machine that might be traded in to exchange a size,
or something of that kind.

Senator King. Would there not be the same loss to the importer,
too, if he took in an old machine?

Mr. MEegsk, Certainly; but he offers $20.

Senator BarkLey. What is the life—

Senator Simmoxns. I want the witness a minute. I had him a
little while ago, and somebody took him away from me,

Senator Couzens. I beg the Senator’s pardon.

Senator Simmons. This importer who buys his cream separator for
$30 is enabled to make a profit of about $70 if he sells it for $1077
He is enabled to sell that machine for a profit of 370 in the market
of this country because you are selling yours at $107?

Mr. Meese. You are right.

Senator Simmons. Your spread between cost and sales price is $66,
is it not, on a $41 machine?

Mpr. Meese. Yes, sir.

Senator Simmoxns. Now I wish you would explain to this com-
mittee, and also, through it, to the country, what makes up that
additional $66—how much is profit, how much of it is expenses in
connection with sale, and so on. If it costs that much, or anything
like that much, for the factory here to sell in the American market,
I should like to know it.

Senator SHORTRIDGE. The factory cost is $41.50, is it?

Mr. Meese. Yes, sir.

Senator SHoRTRIDGE. Now go on and answer the Senator’s question.

Senator Simpmons. I want the witness to analyze this, and show
tlll)e committee what becomes of that $66 spread. ILet him tell all
about it.

Mr. Megesk. I will say this: I have not the actual figures, but the
company that I happen to he with is the De Laval Separator Co.,
and is reputed to be one of the largest advertisers in the United
States in the farm field. I think the expenditure of the De Laval
Separator Co. will run about 5 per cent, maybe 5! per cent, on their
output of cream separators, for advertising.

Senator SHorTRIDGE. For advertising?

Mr. Megesk. That is all advertising, of which farm-paper adver-
tising, we will say, is about one-half. The Belgian machine people
spent 10 per cent per machine imported in 1927,

S(;:l.ator SHorTRIDGE, The Senator asked you about your own
meachine.

!
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Mr. MeEesE. Oursis 5 per cent. The actual discount to the dealer,
plus the trade-in allowance, will run about 30 to 33 per cent, con-
sidering cash discount, etc.

The CHAIRMAN. That is on the $107?

Mr. Mgese. That is on the 8107; yes, sir.

Selnat,(in' SuortripGE. Thirty-three per cent and 5)% per cent. Now

o ahead.
8 Mr. MEEsE. As to the traveling sales expense, it is very hard to
tell. I can not give it to you accurately, but I will say that the cost
of selling separators to the dealers through our own sales organization
runs around 15 por cent. I am not certain as to that. I know what
it costs in certain territory; but that fluctuates, and I am not in
possession of all the facts. .

The CuairMaN. There is $55.50.

Mr. Mrese. Now then, we will say, roughly speaking, that we aro
supposed to get a profit——

he CHaIRMAN, $55.50 plus $41 makes $96.50, and you sell it for
$107.

Mr. MEeese. Well, say there is a gross profit of $11 to pay interest
on investment, and possibly your exccutive overheads, and things of
that kind.

. Senator Barkrey. I did not understand what that 15 per cent
item was.

Senator Couzens. Traveling salesmen.

Sgnator SuortRIDGE. Traveling expense incident to the sale of the
goods.

Senator BArRkLEY. Do you mean that you pay your traveling sales-
men 15 per cent in addition to the 25 per cent commission that you
pay the man who sells the machine?

Mr. MEegse. The local dealer; ivcs*, sir.,

Senator BARkLEY. Do you sell most of these cream separators
through traveling salesmen, or by direct order?

Mr, MEeesk. We sell them to the dealer. Our traveling salesmen
go to the dealers all over the country. We have a total of perhaps
10,000 or 15,000 dealers all over the United States who sell these
separators. We have to call on them. We have service to render;
and that, gentlemen, by the way, is one of the most important things
to the farmer, and particularly on a cream separator. If a cream
separator goes to the bad this morning while they are skimming
their milk, it means the loss of the entire day’s milk to that farmer
unless he can get it repaired by evening. That is one of the services
supplied by American manufacturers, and represents a tremendous
saving to the American farmer which is little appreciated by the
average business man,

Senator SHORTRIDGE. You have accounted for the increase from
$41.50 to $107.

Senator CoNNALLY. . ow much will separators go up if we give
you this tariff?

Mr. MEEse. What ss your question?

Senator ConnNaLLY. How much more will these separators cost if
we put on the tariff that you request?

Mr. MeEse. I do not believe it will increase the price to the Ameri-
can farmer one nickel. It would reduce some of the expense to which
the American manufacturers are put in attempting to meet some of
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these bad Ymctices that have been established by the importers—
excessive allowances, excessive expenditures and discounts, and things
of that kind. As I understand—I do not know whether it is still in
effect or not; the gentleman who represents Babson Bros. will appear
Jater—but they had a proposition a year or two ago—this machine
was bought on the mail-order plan—by which if a farmer bought one
of their separators and then gave them the name of a neighbor to
whom they might possibly sell a separator, and later on, within a
certain length of time—we will say three months or six months,
whatever it might be—they succeeded in selling that farmer whose
name was given to them a separator, they gave the first farmer $6 or
87, just for sending in the name.

Senator King. What you are trying to do, you say, is to reduce
the profits of these importers?

Mr. MeEsE. Is there any reason, Senator—

Senator ConNaLLy. Wait a minute; I will get to that. I want to
ask some questions myself first., I am not a witness here. If you
did not expect to make more money out of this, you would not be
here asking for this tariff, would you?

Mr. MEekse. We certainly hope so; and we need it.

Senator ConnaLLy. I say, that is your purpose?

Mr. MEegsk, Certainly.

Senator ConnaLLY. If you make more profit, it has got to come
out of the farmer who buys the separator?

Mr. MEeese. No, sir.

Senator ConNaLLY. Who is it coming out of? You say all of your
separators are sold to the farmers.

Mr. Meese. We will have to eliminate some of the allowances.
We can eliminate some of the allowances. We can curtail other
expenses.

Senator ConNaLLy. That comes out of the farmer, does it not?
He gets the benefit of these discounts now, does he not?

Mr. MEgse. Some of them do, but some of them do not.

Senator ConNALLY, He gets the trade-in value, does he not? You
give him that?

Mr. Megse. Those who have an old separator do. Those who
do not have an old separator do not.

Senator ConnaLLY. I do not suppose you would make a trade-in
allowance to & man who did not have a separator to trade in.

Mr. Meese. Twenty-five per cent of the farmers do not have them.

Senator CoNNALLY. But the man who has one gets that benefit,
does he not?

Mr. MEegesE. Yes, sir.

Senator ConNNaLLY. You are going to take part of that away from
him if this bill passes, because you will not have the compulsion of
the foreign product to make you do that?

Mr. Meese. We will still continue to give our standard trade-in
allowance, which is $12.50, to the farmer.,

Senator ConnaLLY. Did you not say & minute aﬁo, in answer to
my question, that you were going to save some of those allowances?

Mr. Meese. That will be becauso——

?;me.tor ConnNaLLy. Answer my question: Did you say that or
no

Mr. Mgese. Yes, sir.
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Senator ConNALLY. You are going to do it, then, are you not?

Mr. Meese. We will stick by our regular allowance, instead of
having to go to $20 to meet some competitor.

Senator ConNaLLY. Precisely. That is exactly what I was getting
at. The farmer, then, will suffer between what you are giving him
now and your standard allowance, will he not?

Mr. Meese. No; he will not suffer, because it will only eliminate
something that he will not get for nothing.

Senator ConnatLy. He is getting it now, and you want to eliminate
it and get it yourself, I do not see why witnesses can not be frank,
and just state what that means, as all of you know. You are here
because you expect to get more money out of the farmers who bu
the§?e separators than you are getting now. That is the truth, is it
not

Mr. MEesE. In that light; yes, sir.

Senator ConnaLLy, Well, that is the light I am talking about.
That is all.

Senator BarrLEY. Do these importers have these charges of 15 per
cent for traveling salesmen and 25 per cent to dealers also?

Mr. MEesk. I can not speak definitely about that. I know they
have their travelers; they have their sales expense. Whether it is
15 per cent or not I do not know. It may be even more.

Senator BaArkrLey. They have to have these same overhead
expenses?

Mr. MEegsE. If they sell to the dealers, they give the dealers &
discount, and usually it is a far larger discount than the one given
by American manufacturers,

Senator BARKLEY They do not sell directly to the farmers?

Mr. MEEsE. Some of them do; yes, sir.

Senator BARRLEY. Do Babson Bros.?

Mr. MEeeskE. Yes, sir; part of the stuff, although they try wherever
they can to get a local agent, because they know the value of a local
agent. .

Senator Stmmons. I want to ask the witness one question. Re-
ferring to your statement where you were asked to account for this
aprt;ia(% of $66, I want to ask you now how much of it you say is
profit

Mr. Mezese. I have not figured it out myself, but I should just
guess that that would leave perhaps 8 to 10 per cent gross profit.

The CrAIRMAN. It leaves 10 per cent, the way you gure it.

Senator Simmons. When you started out and made your first
statement that the importer bought this machine for $30 and then
sold it for $107, I was very much astonished, or, rather, shocked;
but I find now that you turn it out for just 811 more than he does,
and you sell it for $107. You are very nearly or quite as bad as he is,
are you not?

Mr. MEese. In the way of percentage, you will see that it makes
quite a difference.

Senator SimMoNs. You export this article, you say, to Canada, and
only to Canada?

. Mr. Meese. We do. )

Senator Simmons. How do you meet this Belgian opposition, this
opposition from abroad, over in Canada?
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Mr. Meese. We are up against the sume thing in Canada that we
are right here in the United States.

Senator SHORTRIDGE. What is the tarifi?

| Mr. MEeese. Nothing. There is no duty on cream separators
there.

Senator SHORTRIDGE. So you are just even.

Senator Simmons. You meet this opposition very well in Canada,
do you not?

Mr. Meese. We are losing ground.

Senator Simnons. You are meeting this opposition in Canada, and
you are making a profit in selling your goods to Canada. I assume
you would not sell them there unless you were making a profit.

Mr. Meese. Well, I can not speak for that. I can say this, Sen-
ator: The average valuation of American machines going to Canada
which would reflect American costs is sixty-some dollars and somo
cents, as against the importations from Europe to the United States
of nineteen dollars and twenty-some cents.

Senator Simmons. How does the valuation of your machines go
from 841 to $66? If it is 341 here, it is $41 when you send it to
Canada, is it not? The machine that you manufacture here for $41
and sell for 8107 is the same machine, costing you $41, that you sell
to Canada is it not?

Mr. Meese. Yes; at a cost of sixty-some dollars.

Senator SHorTrIDGE. What causes that increase?

Senator SimMons. Do you say it costs sixty-some dollars to get it
into Canada?

Mr. Mzese. You are getting into some market when you sell any
stuff anywhere.

Senator SimMons. Is that what you sell it for in Canada?

Mr. Meese. I do not know what we sell it for; but that is the aver-
age valuation of all separators exported to Canada.

Senator Simmons. What is the price at which you sell in the Cana-
dian ?murket. the product for which you charge the American farmer
$107?

Mr. Meese, We sell it, I assume, at the same price.

Senator Simmons. $107. What are you talking about the 360 in
Canada for then?

Mr. Megse. That is the export valuation.

Senator SuorTRIDGE. What do you mean by that—{freight added
to carry it to the border?

Mr. MeesE. That is the declared valuation for customs purposes
into Canada.

Senator Reep. The American invoice value.

Senator SimmoNs. You can not tell us, then, what you sell this
same article for in Canada that costs you $41 to produce. You have
told us what you charge the American farmer. I should be very glad
if you would find out and put in the record, for the benefit of the
committee, the price at which you sell this same machine in Canada.

Mr. Megse. The retail price to the farmer? I can answer that,
It is tho same as in the United States, but what we sell it for to a
Canadian concern to sell to the farmer, I do not know.

The CuarrMAN. You have no distributing agents up in Canada?
That is done by Canadians?

Mr. MEEse. Yes.
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Senator Simmons. You sell it at wholesale to Canada and not at
rotail? tva

Mr. Meese. We sell it . 0. b. our factory in Now York.

Senator Simmons. And they pay yvou, by wholesale, $60?

Mr. MEegske. I assume so. That is the average valuation. I do
not know. I have not anything to do with that.

STATEMENT OF EUGENE H. GARNETT, REPRESENTING BABSON
BROS., CHICAGO, ILL.

(The witness was duly sworn by the chairman of the committee.)

The CuairmaN. You appeared before the House committeo?

Mr. GArNETT. I appeared twice before the House committee.

The Cunairman. You are not going to repeat all that again, are you?

Myr. GarnerT. I hope not.

The Cuairman. I hope not, too.

Mr. GArNETT. I represent Babson Bros., of Chicago, Ill. They
are importers of separators from DBelgium, known as the Melotto
separator. They have been in this business of importing separators
for a great many years.

The average value of the imports of Babson Bros. is from 60 to S0
per cent of the total value of all imports of separators into this
country.

In 1913, when agricultural implements generally were put on the
free list, cream separators of farm sizes were also put on the free list
and they have been on the free list ever since.

In the 1913 bill the dividing line between the free separators and,
those subject to duty was made $75. In 1922 the dividing line wasg
made $50, because it was found that all soparators of farm size
came under the $50 valuation.

The Cuamrman. Do you import any over $50?

Mr. Garnerr. We do not.

The Cuairman. Every se{mmtor you import is less than $50?

Mr. GarNETT. They are all less than 850. The three sizes that we
import range from $25 to $45. What we call our average size machine
which constitutes about 90 per cent of the business, 1s our so-called
740-pound machine, which costs us, laid down in our warehouse in
Chlca%o, $34, $30 of which we pay to the Belgian maker. The rest
is'for freight, insurance, cartage, and handling into our warehouse.

The CHairmaN. Do you distribute from New York at all?

Mr. GarNETT. Not that I know of.

The CrHairmaN. You would know it; would you not?

Mr. GARNETT. No; I am an attorney. There are some things
about the business I do not know. I know a good deal about this
business, but that is simply one item that I do not know about.

The cost of the same size American separator, as stated in the
brief of the American manufacturers—that is, the one that costs us
$34—is $40.52, according to their brief filed in the House. That is a
differential of $6.52.

The method that we adopt in putting our machines in the hands of
the farmer is entirely different from that adopted by the American
- manufacturers generally. The De Laval Co., for instance, whose
general manager has just sopken, as I understand, does business
entirely through local dealers. More than 90 per cent of our business
is done on the mail-order plan.
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We send our separators to the farmer, having gotten his inquiry by
advertising; we send him a catalogue, and we gtve him 30 days’ free
trial. If, at the end of 30 days, he wants to keep the machine, he is
permitted to give us his note payable over a period of 18 months, and
no interest is charged on those notes during the 18 months’ period.

Our price, as stated, for our 740-pound machine is, $107.50,

Senator Wartson. What does it cost you to make it in Belgium?

Mr. Garnerr. We do not make it in Belgium, ‘

Senator WatsoN. Where do you make it? .

Mr. Garnerr. We do not make it at all. We buy it from the
Belgian manufacturer for $30.

Senator WatsoN. What does it cost him to make it?

Mr. Garnerr. We do not know. We tried to find out, but they
will not tell us.

Senator Warson. You buy it from him at a fixed price?

My, Garnerr., We buy it from the Belgian maker at a fixed price.
The president of our company recently went to Belgium to see if he
could not get a lower price. The answer was: ‘““No; your price will
probably increase, due to a very large recent increase in the cost of
labor and materials in Belgium.”

How does the farmer benefit by our plan over these other plans?

In the first place, he gets a free trial for 30 days.

In the second place, he gets 18 months to pay.

In the third place, he gets a larger allowance for his old machine
than he is allowed by the American manufacturer, equal to just about
the difference between what our machine costs us laid down in our
factory and what their machine costs them; namely, about $6.50.

The Cuamrman. The De Laval people, for instance, in selling their
cream separators, give no time whatever to the farmer?

Mr. GarneTT. I can not answer that question authoritatively,
Senator.

The CuairMaN. You state that your company gives him a year
and a half?

Mr. GARNETT. A year and a half, and a month’s free trial.

The Cuairyman. And then you said that was an advantage that
was not given by the De Laval people?

Mr. GarNerr. Naturally that would depend upon their dealers,
as to how they will sell to the particular farmers. Our practice, at
least, is uniform. We allow them a discount

The Cuamman. You do not know whether they allow them any
time or not?

Mr. GarNeTT. I have not any doubt that some of them do.

The CrHarMAN. You know that they all do, dé you not?

Mr. GarNerr. Perhaps I should, but I do not.

Senator Covzens. What discount do you give them for cash?

Mr. Garnerr. 1 think it is 5 per cent.

Senator Couzens. On the retail price?

Mr. Garngerr. On the retail price.

Senator DExeeN. How much?

Senator Couvzens. Five per cent. o

Mr. GarnerT. Wo make, as I say, an allowance up to $20 for the
old machine. They make an allowance, as they say, which ranges up
to $15, according to the age of the old machine that is turned in.
So you can see that we give to the farmer something that is equiv-
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alent to the difference botween the cost to us, laid down in our ware-
house, and their cost.

The Cuamrman. Is that allowance irrespective of how long the
machine has been used? Is it $20 without regard to that?

Mr. GarneTT. It does not make any difference.

The Cuamman. If they had used it for a month it would be $20,
and if they had used it for 10 years it would be $20?

Mr. Garxerr. They do not have to trade it in if they think it is
worth more than that.

The Cuamnman. 1t is something like they do in the sewing-machine
business; is it?

Mr. Gaunerr. And typewriters and automobiles. The Chevrolet
antomobile people will give you 850 for any kind of a car, whether it
will run or not. Now as to service: We have what we call a 12-hour
service. Every order for a repair part that has ever come into our
warchouse in Chicago has been filled before sunset on the day on
which it was received. We sent out a questionaire to 100 of our
users, and got replies, as I remember, from 52, as to what their repair
expense was on our separator over a period of cight years, Thoso
that replied to us gave us figures which showed that the average
cost of keeping our machines in repair over a period of cight years
was 20 cents per machine per year.

Senator Warsox. How many distributing points have you in the
United States?

Mr. Gar~Nerr. I can not answer that question.

Senator Sivoxs. If we were to place a duty of 45 per cent on
these machines, would you add that to your $107?

Mr. Garnerr. We feel that if a duty of 45 per cent or any sub-
stantial per cent is put on the imported separator, the importers will
be out of business. Bear in mind that there is a smaller margin of
net profit on the imported machine than there is on the domestic
machine. A great concern like the International Harvester or De
Laval has been in business a great many years. The unit of an inter-
national organization owned in Sweden has more prestige than any
importer can possibly have. There is less sales resistance; so we
have to spend more money in order to make our sales. Our margin
of profit is necessarily much smaller than theirs because of this in-
credsed sales resistance—the added cost of educating the farmer to
what we say is the superiority of our machine over anything made in
this country.

Senator King. Does the De Laval Co. have factorics in Europe?

Mr. GarneTT. The De Laval Co. was originally a Swedish organi-
zation with a branch in Germahy, and at one time, they tell us, in
Austria and Russia, and this great factory in the United States.

Senator King. Have they factories now abroad?

Mr. GARNETT. They have. They have factories abroad, at least
in Sweden, and I suppose still in other countries.

The Cuamryan. The patent was obtained in Sweden?

Mr. GArNETT. The fundameéntal patent was a Swedish patent.

The fundamental patents have now all run out.
- There is another company in this country besides De Laval that
has foreign factorics—Sharples, of Pennsylvania. Sharples never
found it advantageous to import any of these so-called low-cost
machines until 1925. He discontinued it in 1926. He did not find
it profitable, and quit.
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Every time we have appeared before on this tariff issue with the
representative of De Laval, we have said to them, “If the cost
abroad is so much less than it is here, as you say, notwithstanding
the fact that all these machines arc made by automatic machinery,
why do you not bring in your Swedish machine that you say you can
produce for $21 over there?”” They never have brought one in from
their Swedish factory, unless it is this year. We put that question
up to them in January of this year. What do they say? They come
back at the next hearing, in February, and say, *‘We have considered
every year, and always decided not to do it; we have been deterred
partly through patriotic motives. ‘“Now,” they say, “we are
placing an order.” :

Senator Warson. What does it cost you to lay down one of your
machines in Chicago—total cost?

Mr. GarNETT. $34.

Senator WarsoN. $34 in Chicago?

Mr. GarNETT. Yes, sir.

Senator Warson. What do you sell it for to the customer?

Mr, GarNETT., $107.50, less the trade-in allowance.

Senator Simmons. That is a little more than twice as much as the
value of the machine,

Senator Watson. You sell your machine at the same price that the
De Laval people sell their machine; do you?

Mr. GARNETT. Our list price is the same as theirs. We give them
a little advantage in the trade-in. We think we give them a little
advantage, at least, in the time payment and in the free trial.

Senator WaTtson. Is there any kind of an understanding between
you that you shall fix the same price on the machine whether it is
made abroad or in this country?

Mr. GarNETT. There certainly is not. There certainly is no under-
standing whatsoever between us.

Senator Couzens. Just how did you arrive at the same list price as
theirs, then?

Senator WaTsoN. That is just what I was going to ask. _

Mr. GARNETT. I was not there when the price was made. 1 have
no doubt that we get their catalogues, and they get ours. We claim
that our machine is a better machine, and I suppose they claim that
theirs is the better machine, but we have to meet competition.

Senator Couzens. I fail to see where American industry gets any
benefit out of these importations from Belgium,

Senator KiNag. Suppose there were no importations; might not the
domestic manufacturers raise the price above $107.50?

Senator Couzens. We are relying ulpon the testimony of the pre-
vious witness, who says there is internal competition. Of course there
is internal competition in the motor-car business and a lot of other
industries. These gentlemen are under oath, and I assume that they
are telling the truth. I do not see any advantage in bringing these
separators in from Belgium and giving no employment to American
workmen or American industry if there is not some advantage to
tiz‘qmeb]cf)dy; and I sce no advantage on the testimony of the witness

imself,

Mr. Garnerr. We give them a better machine. We claim it is a
better machine.

Senator Couzens. Of course that is advertising,
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Mr. GarnNeETT. There is a feature in our machine that does not
exist in any American machine except one that is made in a little
factory up in Michigan that has no national distribution. Our bowl,
which is the vital part of the machine, can not get out of balance,
because it is suspended on a single ball bearing.

Senator Warson. How many did you sell in the United States
last year?

Mr. GarneTT. About 8,000 last year.,

Senator Warson. Do you know how many were sold in the
aggregate?

Mr. GanNerT. I do not know how many were sold, but I know
how many were made.

Senator WatsoN. How many?

Mr. GarneTr. The production last year in the United States was
203,000, according to the preliminary report of the Census Bureau.

Senator WarsoN. And you brought in 8,000?

Mr. GarNert. I think we brought in somewhat more than that.
You asked me how many we sold.

Senator Warson. Yes.

Mr. GARNETT. Our imports last year were in excess of our sales.
In 1922, when the present act was put into effect, the domestic pro-
duction was under 100,000.

Senator Watson. How many grades of these do you make under
$50 cost?

Mr. GArRNETT. Only one grade.

Senator WaTson. Just one?

Mr. Garnerr. Well, we have two types, but we are abandoning
one type—the old type. We are abandoning the type that is equiv-
alent to the De Laval. .

Senator GEorGe. You say your sales were about 8,000?

Mr. GarnETT. About 8,000.

Senator GrorGe. How many of them were replacements?

Mvr. GArNETT. I understand that about 85 to 90 per cent of our
sales are replacements.

Senator GEorGE. So that 85 to 90 per cent of 8,000 purchasers got
the advantage of the increased allowance that you made?

Mr. Garnerr. They did.

Senator BingHaM. How much of an allowance did you make?

Mr. GarnerT. We make an allowance of $20.

Senator BinGgrHAM. On a machiue selling for $107.60?

Mr. GarnETT. On a machine selling for $107.50.

hSen?tor Binguam. You sell about 85 per cent of these machines,
then, foy——-

Mr. GarxeTT. For replacement.

Senator BincHaM. For replacement—you sell them for $87.50?
Is that right?

Mr. Garnerr. That is right.

Senator BincHaM. You sell them for $87.50, and they cost you $34?

Mr. GArNETT. $34.

Senator BingHAM. Do you think that is a fair margin of profit?

Mr. Garnerr. We have about $750,000 of invested capital, and

-we made $40,000 last year on that branch of our business.

Senator WarsoN. How many other importers are there?

Mr. Garnerr. We do not know exactly, but we think there are
probably eight or nine,
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Senator Warson, What was the total importation?

Senator WarsH of Massachusetts. Twenty thousand six hundred
and forty-four units in 1925, and 168,857 units produced in Anierica.

Senator Reep. Twenty-seven thousand two hundred and nineteen
units imported in 1928.

Senator Binguam. What I can not understand is why you do not
sell your machine for about 875, and be satisfied with 100 per cent
profit, and sell a great many more of them.

Mr. GarNETT. We would not make anvthing at that price.
Remember, the cost of doing business on this plan that we have is
greater than the cost of doing business through the dealers.

Senator BinuHaM. You would not have to do it on that plan if
you sold the machine for an ordinary 100 per cent profit.

Mr. Garnert. Selling this type of machine is largely a matter of
education. Suppose you had an automobile that nobody knew any-
thing about, but which was a very good automobile—

Senator BingHam. I do not think you would have to educate the
Connecticut farmer much if you offered him a cream separator at 375
which is the same as one that costs him $107.50,

Mr. Garnerr. The educational cost is very high.

May I state the figures of our exports and imports?

Senator Simmons. Before you get to that, your selling price is
$8107.50?

Mr. GArNETT. Less $20.

Senator Simmons. What is the $20 for?

Mr. GarNErT. Trade-in, old machines.

Senator Simmons, Old machines. You sell to some people who
have no old machines, however. The selling price is $107.50. That
is the selling price of the company represented by the gentleman who
preceded you?

Mr. GARNETT. Yes, sir,

Senator Simmons. Is that the selling price of all the other im-
porters? You say there are other importers as well as yourself.
Are you all selling at the same price?

Mr. GarRNETT. No; there are different machines imported.

Senator Simmons. I am talking about the same machine.

Mr. GarnerT. I do not know what the other importers sell for.

Senator Simmons, Is there not a concert, an agreement between
you as to price, and do you not all scll at the same prica?

Mr. GarNerr. Montgomery Ward & Co.——

Senator Simmons. I want you to answer that question squarely.

Senator WatsoN. Say ‘“yes’’ or ‘“no.”

Mr. Garxerr. No; it is certainly not true that there is any concert.

Senator Simmons. How does it happen that your price and the
price of your comgetltors happens to be the same to a cent?

Mr. Garnerr. I do not think'it is quite to the cent, but we have
always looked upon the De Laval as our natural competitor. We
try to beat them a littlo every time, and we do it by giving a little
greater discount.

Senator SiMMoNns. You are now selling at $107.50, and they are
selling at $107.50. If we put a duty on this machine of 45 per cent,
would it not work out in this way: This company represented by the
gentleman who just preceded you will add that 45 per cent to the
price of his machine, and you will add it to the price of your machine,
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and the farmer will get it at no less? That would hurt you 45 per
cent, and it would profit him 45 per cent, but the farmer would get
nothing out of it. The purchaser of those machines would not get
anything out of it.

Mr. GarneTT. Of course if it worked out that way, nobody would
be hurt but the farmer.

Senator Simmons. Nobody would be punished but the farmer?

Mr. GARNETT. Nobody would be punished but the farmer. The
De Laval people say that they do not intend to increase the price.

Senator SHORTRIDGE. But would it work out that way?

Mr. Garnerr. I think it would work out in this way: They
would first exclude us by a duty, and then they would raise the price
to the farmer.

Senator SuorTriDGE. That is your theory?

Mr. GarnETr. That is our theory.

Senator Simmons. Out of that $73 spread—I believe it is $73—
between the Chicago cost and the selling price, could you not pay
that 45 per cent and get along?

Mr. GArNETT. Our total profit per machine last year was $5.
Our net profit was $5 per machine last year.

Senator BARKLEY. If you had a duty of 45 per cent, which on a
$30 machine would be $13.50, you would either have to reduce your
expense of selling or increase the price?

Mr. GARNETT. One or the other. We can not reduce our expense:
of selling, because our expense of selling is by mail. We get a certain
]percent-age of returns for a certain amount of advertising and cata-
ogues.

Senator BarkLEY. So that if the duty is imposed, and you keep
on doing business in this country, you have got to pay that $13.50
and add that to the retail price of your machine?

Mr. GArRNETT. Add that to the price.

Senator DENEEN. Do Montgomery Ward & Co. and Sears, Roe-
buck & Co. sell these machines? .

Mr. GarNeTr. Yes; Montgomery Ward & Co. and Sears, Rocbuck
&}71 Co. both sell them. They sell both imported and domestic ma-
chines.

Senator DENEEN. At what price?

. Mr. GarNETT. They sell much smaller machines than we sell.
gllgr;’%gomery Ward has a machine made in this country that sells for

Scnator DeNEEN. What does Sears, Roebuck & Co. sell for?

Mr. GarNETT. Sears, Roebuck have a slightly smaller machine,.
made in Finland, which sells for a little under $19. Of course they
sell the larger machines, also.

Senator EACKET'I‘. At what price do they sell your machine?

Mr. GARNETT. They do not sell our machine. They can not get
it.
h.Seq!ator Sackerr, At what price do they sell a comparable ma-
chine

Mr. GarNETT. 1 do not believe they have & comparable machine,

Mr. Senator.
* Senator Sackerr. Do they sell any machine at all over $100?

Mr. GARNETT. 1 have a catalogue. I should be glad to refer to
it. I think not.
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Now may I say a word, Mr. Senator, about the increase in domestic
production, the decrease in imports, end the increase of exports?

In 1922, when the present act went into effect, the domestic pro-
duction was about 98,000 separators. In 1928, according to the pre-
liminary report of the Census Bureau, the domestic production was
203,000—an increase of over 100 per cent.

In 1922 the value of separators imported into this country was
about $568,000. In 1928 the value had declined to $530,000. In
other words, there was an actual decline in value of imports as
against a doubling of the number of domestic units. There was a
slight increase in the number of imported machines, due to the fact
that of late years there has come into use a very small machine to
serew down on a table, for a farmer that has one or two cows. A lot
of those are coming in; and while the number has increased since
1922, the total value has decreased.

Now as to exports: In 1922 our total exports amounted to $268,000.
In 1928 they amounted to about $800,000. They have increased
more than three times since 1922.

Mr. Meese says that 90 per cent of them go to Canada. That is
not quite true now. 1t was true at one time. Our exports to Canada
last year were about $560,000 out of a total of approximately $800,000.
In other words, new markets other than Canada are being developed
by the domestic producer.

The CrairMaN. Did you want to file a brief? You have filed one,
however. '

Scnator REep. He filed a brief with us.

Mr. Garnerr. I did not file one with you. It would merely be a
duplication.

The CHaIrMAN. That is the same brief you filed in the House; is it?

Mr. GArNETT. No; it is merely supplemental,

The Cuatrman. Hand it to the reporter,

(Mr. Garnett submitted the following brief:)

BRIEF OF BABSON BROTHERS

FiNance CoMMITTEE oF THE UNITED STATES SENATE.

GENTLEMEN: The undersigned Babson Bros., of Chicago, Ill, are importers of
farm-size cream separators, made by Melotte in Belgium, now admitted duty
free (with other agricultural implements) as ‘“‘cream separators valued at not
more than $50 each.”” (Par. 1504, Schedule 15, tariff act of 1922,) They are
used exclusively on farms. The value of Babson Bros.” cream separator imports
has, in some years, been 80 per cent of the total imports, and for many years has
never been less than §0 per cent.

We are not interested in cream separators having an import value of more than
850 each, now subject to duty under paragraph 372, Schedule 3, tariff act of 1922,
g‘tzesg are not used on farms, but in creameries, cheese factories, and city milk

epots,

FARM-SIZE CREAM SEPARATORS ARE AGRICULTURAL IMPLEMENTS AND HAVE
BEEN 80 CLASSIFIED IN THE TARIFF ACTS SINCE 1913

It is hard to believe that anyone would contend that farm-size cream separators,
which are used exclusively on farms, and which are advertised exclusively in farm
papers, and which have contirbuted so materially in bringing the dairy industry
up to §5,000,000,000 a year, are not farm implements,

Every one of the million farmers we have done business with knows that it is.
If a cream separator is not a farm implement, then a dairy cow is not a farm animal
and the hay and grain fed to cows are not farm products.

The American manufacturers made the claim in 1922 that farm-size cream
separators were not agricultural implements. We then caused the question to be

63310—29—vor, 16, 3cHED 16———8
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gut up to numerous farm papers and agricultural colleges. The question was
aldly stated, without disclosure of any purpose, and without any suggestion that
the question was involved in a hearing on the tariff.

Thirty-eight publishers of farm journals and heads of eight agricultural colleges
replied, in varying language, that cream separators of farm sizes were undoubted]
agricultural implements, Not one of thein took a contrary position. Dr. C. F,
Curtis, dean and director of JTowa State College, Ames, Iowa, said: ‘“A hand or
farm-sized separator is clearly an agricultural implement just as much as a corn
sheller. A creamery sized se({mmtory is not.”

Dr, H. L. Russell, dean and director of University of Wisconsin, Madison, Wis.,
said: “Consider farm cream separator without question agricultural implement.’

We filed all these replies with the Senate Finance Committee in 1922,

POSITION OF AMERICAN FARM FEDERATION BUREAU

The American Farm Federation Bureau, recognizing the fact that fr m-size
separators are agricultural implements of the highest importance to the furmers,
naturally demands that they be left on the free list. The item is given first
consideration in its brief filed with the Ways and Means Committee. (See Vol.
XV, p. 8039.)

) HISTORY OF TARIFF ON CREAM SEPARATORS

Prior to 1913 all cream separators were dutiable. In that year, notwithstanding
the protests of American manufacturers, cream separators valued at not more
than $75 each were put on the free list. Under this classification all farm-size
separators came in free.

The tariff act of 1922 left farm-size separators (those having a value of not
more than $50 each) on the free list.

The tariff bill of 1929 (H. R. 2667), as passed by the House of Representatives,
makes no change in the existing law with respect to cream separators.

In 1913 the American manufacturers prophesied, in a brief filed with the Senate
Finance Committee, that, if the duty were taken off, the foreign makers would
dominate our market. The duty was taken off farm-size separators, but the
prophesied results did not follow. -

Again in 1922 the American manufacturers filed a brief with this committee,
stating that they believed American manufacture of eream separators would be
destroyed in five years if a duty were not imposed. Farm-size separators were
left on the free list and the prophecy again failed. Domestic production and
exports steadily increased while the value of imports declined.

On the hearings held in January and February, 1929, by the Ways and Means
Committee, oral testimony was given and briefs were filed, both by the American
manufacturers and by the undersigned importers, first, on consideration of the
metals schedule and again when the free list was under discussion. The testi-
mony and briefs are printed in Volume III (Schedule 3, metals and manufactures
of), pages 2442 to 2469; and in Volume XV (Schedule 15, free list), pages 8089
to 8115, of the hearings before the Ways and Means Committee.

The testimony given and the briefs filed with the Committee on Ways and
Means, in January and February, cover the subject quite fully, and we do not
intend to do more here than summarize a few of the principal facts appearing in
the printed volumes of that committee’s proceedings and make some comment
relative to matters set forth in the brief filed in February by the American manu-
facturers, which we have had no opportunity to answer until now.

Both in 1922 and this year the principal proponent for a tariff has been the
De Laval Co., the largest or second largest American manufacturer. That com-
pany is the American unit (whose stock is chiefly owned in Sweden), of an inter-
national organization having factories in several European countries.

DOMESTIC PRODUCTION

Numll}gzof separators produced in United States:

....................................................... 08, 433
1023 e —————————m—————— 162, 169
1924 o e —————————————— 143, 977
1028 e m e mcam e mme——emc———————— 170, 605
1926 e e e cmmeacemeeccesecccaceccmemaaacen 194, 270
1027 e 191, 966
1928 (preliminary estimate by Census Bureau)...ceeccvecaccacax 203, 857

Production in the United States has more than doubled since 1922,
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EXPORTS

In 1922 our separator exports amounted to only $268,116. In 1928 they
were nearly $800,000. Canada admits cream separators duty free and American
makers com[iete there on equal terms with separators from all European producing
countries. In that free market the value of the separator trade of the United
States is more than double that of all other foreign countries combined. The
separator exports from this country to Canada alone exceed in value imports
into the United States from all foreign countries. If the De Laval Co.’s exports
to Canada have fallen off, as it says (notwithstanding our greatly increased
exports to that country), it must be because other American manufacturers
(International Harvester principally) have increased their proportion of the
rapidly increasing total.

IMPORTS

Since the present tariff act was passed, although domestic production has more
than doubled, the number of separators imported has increased less than one-
third. The value of separator imports has declined, the 1928 imports being
valued at about $530,000, which was less than in 1922 or in any other year since
1922. The reason for the increase in number of separators imported, while the
value has declined, is that there are now more small table-size machines being
imported for use by farmers having only one or two cows. In 1928 the number
of separators imported was 27,159 as against domestic production of over 203,000.

SUMMARY OF TRADE CHANGES SINCE 1921

Domestic production of cream separators has more than doubled.
The value of separator imports has decreased.
Our exports have trebled and now greatly exceed our imports.

FAILURE OF AMERICAN MAKERS WITH FACTORIES ABROAD TO IMPORT SEPARATORS

The Sharples Co., of Pennsylvania, has a separator factory here and factories
in Germany. It tried importing from its German factories in 1925 and 1926,
but evidently found it unprofitable, for it has not imported for two years,

De Laval, notwithstanding its assertion of lower costs abroad, admits it has
never imported from its foreign factories. On January 16, 1929, we told the
Ways and Means Committee that De Laval had never imported from its sn-
called low-cost foreign factories. A letter dated February 3, 1929, from Mr,
Arend, president of the De Laval Co. (American unit), was presented to the
Ways and Means Committee, saying that every year the De Laval Co. had
considered importing separators from their foreign factories, but, guided in part
at least by patriotic motives, had never done so. Now, however, they say in
their letter that this very year for the first time they have placed an order for
foreign made De Laval separators. (Hearings before Committee on Ways and
Means, Vol. XV, p. 8086.) IEvidently a gesture to help secure a tariff, made
although De Laval has always heretofore concluded that importation would be
unprofitable.

FOREIGN AND DOMESTIC COSTS OF PRODUCTION

We do not know how the American manufacturers arrive at the figures they
use for the average American cost of manufacture of the three principal size
separators ($40.52), but we do know that average size American 1ade separators
are being sold here at retail by shrewd and successful merchants at prices little
or no more than the manufacturers claim to be the actual average American
manufacturing cost.

Regardless of the estimates of costs in Europe furnished by American manufac-
turers, the fact remains that we pay in Belgium about $30 per machine and the
additional cost of freight, insurance, and cartage brings the total to $34 laid down
in our warehouse. These separators weigh about 250 pounds and the raw material
alone can not be bought for the price the American manufacturers state to be the
total cost in Belgium.

CONDITION OF AMERICAN INDUSTRY
There are only about a dozen American manufacturcrs of cream separators in

the United States, and the number is declining, but American production and
exportation of separators are both increasing, the increase in production since
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1922 being over 100 per cent, while exports have tripled in value since 1922,
This increased American production, as in many industries, is gradually being
concentrated in a few strong, cfficient producers, the outstanding makers being
De Laval and International Harvester. These two are already probably doing:
more than two-thirds of the total domestic business. De Laval and Internationa
Harvester, with the companies whose output is sold by Montgomery Ward, Sears,
Roebuck, and the John Decre Co. probably sell 90 per cent of all American-made
separators and they are all, no doubt, on a profitable basis.

UNPROFITABLE OPERATIONS BY SMALL AMERICAN MANUFACTURERS

The unfortunate condition of a few of the smaller American makers is exempli-
fied by the American Separator Co. which filed a brief with the Committee on
Ways and Means. It has an output of only about 6,000 scparators, 20 a day.
It says its bare manufacturing cost on its small table size 200-pound machine is
$19.11. Its sclling price is $24.95. Montgomery Ward sells a slightly larger
machine, made in the United States, for $19.95, only a few cents more than bare
factory cost of production for the smaller machine of American Separator Co.
What is bound to happen (tariff or no tariff) to the American Separator Co. and
other small producers, with small output, high {)roduction cost, and no national
sales organization, is apparent. (See our brief filed with Committce on Ways and
Means, Vol. XV, p. 8110.)

THE IMPORTED, SMALL, LOW-PRICED CREAM SEPARATORS ARE EFFICIENT AND EQUAL
TO THE AMERICAN PRODUCT

The contention of the American manufacturers that the small-size, low-cost,
imported separator is an inferior produet was conclusively disproved by facts
set forth in our second brief filed with the Committee on Ways and Means.,  (See
Vol. XV, pp. 8109, 8110, 8111, 8112,)

Respectfully submitted.

BassoN Bros.,
By HeEnry B. Bapsox.

FORKS, HOES, AND RAKES
{Par. 1604])
BRIEF OF JOHANESON, WALES & SPARRE, NEW YORK CITY

Hon. ReEep Syoor,
Chairman Commillee on Finance, United Stales Senate:

We are respectfully submitting this brief in opposition to the proposed dut
of 30 per cent ad valorem on forks, hhoes, and rakes. These articles are agricul-
tural implements and, with the exception of certain forks, that is, hayforks,
which we will refer to more specifically hereinafter, are now on the free list,
paragraph 1504 of the tariff act of 1922,

Paragraph 1504 of the tariff act of 1922 and paragraph 1604 of H. R. 2667 are
identical in language and provide as follows:

‘“‘Par. 1604, Agricultural implements: Plows, tooth or disk harrows, headers,
harvesters, reapers, agricultural drills and planters, mowers, horserakes, culti-
vators, thrashing machines, cotton gins, machinery for use in the manufacture
of sugar, wagons and carts, cream separators valued at not more than $50 each,
and all other agricultural implements of any kind or description, not speciall
R\mvided for, whether in whole or in parts, including repair parts: Provided,

hat no lax;t,icle specified by name in Title 1 shall be free of duty under this
paragraph.”

The proviso, to the effect that no article s?eciﬁedby name in Title I shall be
free of duty under paragraph 1504 of the tariff act of 1922, and paragraph 1604 of
H. R. 2667, was not embodied in the provision for free entry of agricultural
implements in the act of 1913, paragraph 391, but was inserted for the first time
in the act of 1922. The effect of this proviso is to exclude from free entry any
agricultural implement that may be mentioned by name in the dutiable schedules
of Title I. Thus, the free entry privilege accorded agricultural implements,
was very much curtailed in the act of 1922, and this will also be true if the same
language is adopted in the bill now under conuideration.



FREE LIST 113

Under the act of 1913, many articles used for agricultural purposes were free
of dut{, which under the act of 1922, by reason of the said proviso, became
dutiable. As an example, hay forks were free of duty as agricultural implements
under paragraph 391 of the tariff act of 1913. By reason of the proviso these
hayforks were held to be dutiable by the United States Customs Court under

aragraph 355 of the tariff act of 1922, which provides for various knives, includ-
ing hay knives and similar knives and forks. If imported without handles, they
are assessed with duty at 8 cents each and 45 per cent ad valorem, (Abstracts
3649, July 25, 1927, 3097, May 17, 1927.)

There was no personal appearance before the Ways and Means Committee
by any of the proponents of the assessment of duty on forks, hoes, and rakes
but a brief was submitted by Mr. A. B. Durell, in which he stated he representcri
the five domestic manufacturers of these articles. Of five of these companies,
two, namely the American Fork & Hoe Co. and the Union Fork & Hoe Co., are
believed to be closely affilinted or controlled by the same interests, They are
the dominating influence in the industry,

THE INDUSTRY NEEDS NO PROTECTION

The brief submitted by the domestic manufacturers in support of the proposed
duty is the hest authority for our proposition that no protection tariff on these
articles is needed. The industry, so the brief states, is carning from 8 to 10 per
cent per year on the invested capital and is paying 7 per cent dividend. Fur-
thermore, from the brief we learn that there is no foreign competition. The
appeal to the Ways and Means Committee for the assessment of duty on these
articles is rather novel in that it was not an appeal for protection against present
competition but for Iirotoction against competition which it was feared might
start in the future. The sole basis of the fear was that a German concern had
made a. futile attempt to sell these articles in the United States and, also, that
one small sample order had been imported from Sweden.

We refer to the Summary of Tariff Information, 1929, on the tariff act of 1922,
Schedule 15, free list, which was compiled by the United States Tariff Commission
for use of the Committee on Ways and Means of the House of Representatives,
and quote from page 2173 thercof the following:

“The United States implement industry competes in practically all export
markets and is the dominant souree of supply for many such markets * K,
Exports in 1927 amounted to 20.5 per cent and the imports to 1.09 per cent of
domestice produetion.”

This summary shows that the value of the domestic produetion in 1927 was
$442,135,372. Included in these figures were some articles which are not
devoted chiefly to agricultural purposes. The value of this miscellaneous and
uncertain class of equipment, produced in the United States in 1927, is stated
to he $95,760,672, and of this amount it is estimated that one-half represents
articles that are strictly agricultural machinery. By deducting, thercfore,
one-half of 895,760,672 from the total production of $442,135,372, we get a
fairly accurate statement of the total value of agricultural implements produced
in the United States for 1927, which is 8394,255,036.

The exports for 1927 were $97,359,082 and for 1928, $122,289,012.

The imports were as follows: 1927, $5,406,000; 1928, $4,838,652.

A tariff on forks, hoes, and rakes would be directly contrary to the purposes
of the present tariff revision. It has been stated that Congress at this time
proposes to aid the agricultural industry by affording it proper protection from
competing products and also to protect these domestic industries which have
suffered during the past years from foreign competition.

The proposed tariff on forks, hoes, and rakes would be directly contrary to
these intents. Not only would there be an increase in the cost to the farmer
for the tools with which he earns a livelihood, but said increase would be entireli,;
for the bencfit of an industry which is now in a prosperous condition and whic
meets with practically no foreign competition.

Duties assessed on agricultural ilmplements are reflected in the prices charged
to the farmer by domestic manufacturers, so that the effect of the proviso to para-
graph 1604 of H. R. 2667 and the inclusion of forks, hoes, and rakes in para-
graph 373, and clippers, pruning and sheep shears in paragraph 357, and also the
enumeration in paragraph 355 of hay knives and similar knives and forks, will
be to increase the cost to the farmer of these enumerated fariing implements,

The United States Customs Court held in protest No. 131503-G, T. D. 41945
that cutters or plates used exclusively in power-driven sheep-shearing machines
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were dutiable under paragraph 357 of the tariff act of 1922, at 20 cents cach and
45 per cent ad valorem. The record in that ease shows that the plates or eutters
were imported for use in a sheep-shearing machine manufactured in the United
States; that the particular importation of cutters cost 81,026 (forcign market
value); and that the duty assessed under the decision of the court amounted to
Sl,8t_1.70, or nearly 8800 more than the foreign selling price of the cutters in
question.

The production of wool should not be handicapped by excessive costs oi the
necessary implements, and these implements, which are essentially agricultural
implements, should not be removed from the free list.

Our interest in all this matter is that we do a general line of hardware business,
Certain of the agricultural implements which we have referred to, viz, forks,
hoes, and rakes, have been imported by us to a very limited extent as a supple-
ment to our regular line. While we hope to buy wherever it is for our best
interest, cither from domestic or foreign manufacturers, we do not desire to see
any American industry suffer. However, as an American compml?r. we do not
wish to see a tariff or these articles beeause we are convineed that it is not
needed and would mean a virtual monopoly of the business to one or two closely
related domestic manufacturers, and would raise the prices to the farmer of these
articles which are necessitics to him.

We therefore urge that in the reenacting of the paragraphs to which we have
referred, forks, hoes, and rakes, be omitted from paragraph 373; hay knives from
paragraph 355; and animal clippers, pruning and sheep shears from paragraph
357; and that the proviso ““that no article specified by name in Title I shall be
free of duty under this paragraph’ be likewise omitted.

Respectfully submitted.

JonanNeEsoN, WaALES & Sparne,
By PenRr SPARRE,
250 Park Avenue, New York City.
StaTE oF NEW Yonk,
County of New York, sx:

Pehr Sparre, being duly sworn, deposes and says that he signed the attached
brief in opposition to the rate of duty proposed in H. R. 2667 on certain agricul-
tural implements; that the matter which is stated in said bricef, as of his own
knowledge, is truc, and that which is stated on inforination and belicf, he believes

to be true.
Prur Sparne,

Subseribed and sworn to before me this 19th day of July, 1929.
[sEaAL.] A, V. Mansuawy, Notary Public.
Commission expires March 30, 1931. :

BLOOD ALBUMEN
[Par. 1605]

STATEMENT OF WILLARD C. WHITE, REPRESENTING ARMOUR
& CO., CHICAGO, ILL.

(The witness was duly sworn by the chairman of the subcoimmittee.)

Mr. Warre. I am vice president of Armour & Co., of Chicago.

Senator Warson. How long have you been connected with
Armour.& Co ?

Mr. Wuite, About 35 years.

Senlt:tor WatsoN. You may make any statement you would like
to make. {

Mr. WaitE. With your permission I should like to submit a state-
ment and ask permission to file a brief which will cover it in detail.

We wish to present to the committee facts showing the necessity
for an import duty upon light blood albumen and dark blood albumen.

Senator Watson. What section is that?

Senator ConNaLLy. Free list.
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Senator SHorTRIDGE. On what article?

Mr. Waite. Blood albumen, a by-product of the livestock indus-
try, made from cattle blood.

I am here as the representative of Armour & Co. to ask for a pro-
tective tariff on blood glbumen, a by-product of the livestock indus-
try, made from cattle blood. I am asking the committee for a duty
of 4 cents per pound on the dark albumen and 8 cents per pound on
the light or higher-priced product. This would probably afford us
reasonable protection to meet the foreign competition, though 6 cents
and 12 cents would stimulate the industry to a greater degree.

We have been engaged in the manufacture of this product for &
period of years, but until comparatively recent date use was prac-
tically confined to that as a waterproof adhesive largely in wood
lamination or veneering in airplane manufacture. The demand was
not at its peak during the war period, but subsequently thereto there
was a marked decrease in the demand for these purposes, with the
result that departments operated at three of our major plants outside
of Chicago, viz, St. Louis, Kansas City, and Omaha, were shut
down and manufacturing carried on at Chicago only.

Senator WarsoN. What is blood albumen?

Mr. Wurre. It is a dried product. The white blood, or green
blood, as it is taken direct from the killing floor, is put into separators
wherein the serum is separated from the red or blood corpuscles,
The white or the serum makes the product termed in the trade light
albumen. The residue or corpuscles make the dark color, or some-
times referred to as red or black albumen. ’

Senator Wartson. It is used for what?

Mr. Waite. That is stated in detail in the brief, Senator.

Senator WaTson. But I just wanted you to make a statement.

Mr. Waite. It is used by the textile manufacturers, and it is used,
as I have just mentioned, in wood lamination or veneering in air-
plane manufacturing. It has been used recently quite extensively,
and, as a matter of fact, its use is developing.

One remarkable use which has been made of it recently—and this
is something which the Senator from California will be interested in—
was that as a base for a poison spread because of its adhesive

roperties. It is not washed off of the vegctation by rain nor is it
lown off,

Senator WaTsoN. Are there imports?

Mr. Warte. Yes, sir.

Senator Warson, From where?

Mr. Wuite, There has been a marked development in European
manufacture in the past two years. My understanding is that there
are now plants located in Hamburg, Berlin, Vienna, and at one
point in Italy, although I am not just sure where, and in France and
In England.

Senator Warson. Did we begin to make it first or was it made
first over there?

Mr. WHiTE. I am quite sure we made it here.

Senator WaTtson. And they took it up over there?

Mr. Wurre: Yes, sir; and they developed uses for it. We had
formerly gone along on about a 1-line theory.

In 1922 we first began to feel the effects of European competition,
which has been intensified since that time, as evidenced by the



116 TARIFF ACT OF 1929

marked increase in imports, which ranged from a total of 29,000
pounds in 1921 to 282,000 pounds in 1927. The manufacture of this
product necessitates costly equipment turning out a relatively low
tonnage of finished product as compared to investment in mechanical
equipment, space, and selling expense. .

Experimental work in laboratories, other than our own, and in
manufacturing plants in the past two or three years, have strongly
indicated that blood albumen is a remarkable product, adaptable to
a variety of uses, and with every prospect that use will grow in
channels already developed and in others now being tried out, if
American manufacturers are encouraged to proceed through proper
tariff protection so as to permit us to compete with the European
manufacturers located in Germany, Austria, Italy, France and Eng-
land, whose selling prices in the U. S. A. have been so low as to make
manufacture here unprofitable. We feel that a protective tariff will
warrant expansion of our manufacturing facilities to other of our
major plants outside of Chicago, with the possibility that we may be
able to utilize our entire production of cattle blood or & very con-
siderable portion thereof, in the manufacture of a high grade product,
increasing the value of our cattle by-products materially. The his-
tory of the packing business has shown conclusively that by-product
production, and the value thercof, has been an important factor in
the valuation of the live animal, and we fecl that a wonderful oppor-
tunity exists to take cattle blood out of the low valuation class of
by-produet into a much higher-priced class and a field of unlimited
possibilities of use.

Reference is made to those uses in a brief which I ask leave to file
with 5he committee, with the request that it be made a part of the
record.

To summarize, in my opinion, the manufacture of animal albumen
is an infant industry with great potential value to an important de-
partment of livestock production and one that must have a protec-
tive tariff in order to survive and prosper.

Senator WaTsoN. Does anybody make this but Armour & Co.?

Mr. WHite, There is but one manufacturer at the present time.
I think one other firm has made three attempts over a period of years
to get into the business, but for some reason or other, probably
because of unsatisfactory results, did not continue. It is, as we term
it in the trade, rather a tender produet to make,

Senator WaTson. Is it a patented affair?

Mr. Wuire. No, sir.

Senator WatsoN. Do Swift & Co. enter into it?

Mr. WHitE. I believe they have made it. That is the firm to
which I referred.

Senator ‘WatsoN. How many plants have you that manufacture
this particular product?

Mr. Wiite. We would be interested particularly in the develop-
ment of the manufacture in probably nine of the so-called major

lants. Those would be Fort Worth, St. Louis, Kansas City,
t. Joseph, Omaha, St. Paul, and Chicago.

Senator WaTsoN. How do you measure it—in pounds?

Mr. WaitE. The finished produet is sold by the pound.

Senator WatsoN. How many pounds did you produce last year?
. Mr. Wmte. Our production was, I think am reasonably accurate
in saying, 480,000 pounds, as against an import of 282,000.
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Senator WarsoN. An import of 282,000 pounds?

Mr. Wuite. Yes, sir.

Senator WaTson. Is it in general use for these particular purposes
of which you spoke or is it so new that it has not yet developed?

Mr. WHiTE. It is comparatively new. Most of these uses have
developed in the last 18 months or 2 years.

Senator SHORTRIDGE., What are those purposes?

Mr. WHiTE. May I refer to my direct testimony, Senator, and 1
will name some of the uses. The light blood albumen is used princi-

ally in the leather industry as a glazing agent, and in the textile
industry as & mordant, or adhesive, to set colors fast. Light blood
albumen is also used as an adhesive in making light veneer woods
and by the cork manufacturers as & binder. Experimental work is
under way in the paper industry with a view to finding a use for this

roduct in the glazing of fine writing papers and experimental work
is also being done with the hope of finding a use for this product in
the making of waterproof boards, in the manufacture of a light shade
of buttons, for the making of plastic molding and for like purposes.
In the technical field light blood albumen comes into competition
with egg albumen since large quantities of egg albumen are used in
the leather, bookbinding, lithographing, and engraving industries.
There is also a small amount of egg albumen used in the textile field.

Dark blood albumen is used for glazing on dark colored leathers
as a precipitant in clarifying tanning extracts, and as an adhesive
in wood lamination, principally in aircraft manufacture, which latter
use comprises the principal outlet for this product.

Senator SHORTRIDGE. So the manufacture of that article is directly
related to agriculture?

Mr. WHite. I would say so, Senator, because of its influence on
the by-product of our cattle killing.

Senator ConnaLLY. Do these other plants that do not make it use
the blood for other purposes. Is that it?

Mr. White. Yes, sir. It is used at the other plants largely
dried in process and cooked.

Senator WatsoN. What rate do you want on this?

Mr, Waite. I have named in my petition 4 cents on the lower
priced product and 8 cents on the higher priced product. The higher
priced product sells at a proximateTy 40 cents to 44 cents a pound,
and the dark product sells at 1134 cents to about 12 cents a pound,
Chicago. ’

Senator ConnarLy. With these foreign manufacturers are they
all side lines of the packing business, like yours, or are they separate
establishments?

Mr. Warte. I think they largely get their products from the
abattoirs, the municipal abattoirs in the European countries,

Senator ConnarLy. They buy the blood, in other words?

Mr. Waite. And then process it. :

(Mr. White submitted the following brief:)

BRIEF oF ARMOUR & Co., CHIcAGO, ILL.

We wish to present to the committee facts showing the necessity for an import
du'}y upon light blood albumen and dark blood albumen,
hese products are made from the blood of cattle. They are, therefore, agri-
cultural products of American farms and ranches, fully entitled to tariff protec-
tion along with that now extended to like products and by-products of livestock

[ T —
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such as oleo oil, oleo stearin, lard, meats, extract of meat and other items. With
a higher starting cost for our raw materiuf, i. e, cattle, and-higher lIabor and manu-
facturing costs, the domestie production of blood albumen is carried on at a loss,
In order that American farmers and ranchers may receive satisfactory prices for
cattle, the production of this important by-product of cattle slaughter must be
given tariff protection along with like products and by-products of the live-
stock industry.

The present tariff law and imporlations thereunder.—Under schedule 7 of the
exi;s_tilrlxg tariff act of 1922, an import duty is provided only on ‘‘cgg albumen,”
as follows:

“PaR. 713: * * * egg albumen, frozen or otherwise prepared or pre-
gerved and not specially provided for, 6 cents per pound; * * * dried cgg
albumen, 18 cents per pound.”

By paragraph 1505 of Schedule 15, ““albumen not speecially provided for” is
placed on the free list. .

In the proposed tariff act of 1929 (H. R. 2667) the duty on “egg albumen,
frozen or otherwise prepared,” has been raised to 8 conts per pound; the duty on
dried egg albumen remains at 18 cents per pound and all other blood albumen is
on the free list as “not specially provided for.” (Par. 1605.)

The present situation is, therefore, that foreign manufacturers of blood albumen
may ship into this country, free of import duty, cither light or dark blood albumen.

That such importations, in increasing quantities, are being made is quite
evident from the following data furnished by the Department of Commerce, as to
imports of blood albumen:

Pounds. Pounds.
1818 e aiaaaaaa 1,378 | 1923, cecmceeeceemeaa 282, 800
1919 e eaeaeeaa 885 | 1924 o oceceaeeeeas 131, 916
1920, o« e 44,331 | 1926 - eeiemeeeeeeaas 148, 886
1921 . e 20,411 | 1926 oo eeeeeeeaaa 273, 615
1922 e 110,808 1 1927 o e eemeeeee 281, 989

Nature of the industry.—Blood albumen is a dried product, made from the blood
of cattle. The blood of the slaughtered animals is caught on’the killing floors
and taken to the separators, wherein the serum is separated from the corpuscles.
The serum thus recovered is further processed by removing the fibrin and fatty
s%)stances, andis thendried. This product is commercially known as light blood
albumen.

The corpuscles which remain after the serum is removed is then taken from
the separators to the driers, and the resulting product is commercially known
as dark blood albumen. From each 100 pounds of liquid blood there is obtained
4.25 pounds of light blood albumen &nd 14 pounds of soluble dried blood or
dark blood albumen.

The light blood albumen is used principally in the leather industry as a glazing
agent and in the textile industry as a mordant or adhesive to set colors fast.
Light blood albumen is also used as an adhesive in making light veneer woods
and by the cork manufacturers as a binder. Experimental work is under way
in the paper industry with a view to finding a use for this product in the glazing
of fine writing pa})ers, and ~xperimental work is also being done with the hoge
of finding a use for this product in the making of waterproof boards, in the
manufacture of a li%ht shade of buttons, for the making of plastic molding, and
for like purposes. In the technieal field light blood albumen comes in competi-
tion wit e;ﬁ) albumen since large quantities of egg albumen are used in the
leather, bookbinding, lithographing, and engraving industries. There is also a
small amount of egg albumen used in the textile field.

Dark blood albumen is used for glazing on dark colored leathers, as a precip-
jtant in clarifying tanning extracts, and as an adhesive in wood lamination,
principally in aireraft manufacture, which latter use comprises the principal
outlet for this product. .

Production and compelition.—Our production of light blood albumen last
zear amounted to approximately 50 tons. The data showing importations of

lood albumen above set forth disclose that the quantity of blood albumen im-
ported has more than doubled during the past four years. Such figures include
a small quantity of soluble dried blood but the exact quantity of this product
imported is not definitely known since segregation thereof is not made in the
list of importations. These imports of blood albumen come principally from
Austria and Germanﬁ, and a small amount from England. The Department of
Commerce advises that Austria imposes an import duty on blood albumen of

\
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14 gold crowns for 100 kilos plus 3 per cent ad valorem, and France imposes an
import duty on this product of 10 francs per 100 kilos. However, all of our
business on blood albumen is in the United States, since we have never been able
to manufacture these products on a cost basis sufficiently low to allow of competi-
tion with foreign manufacturers. Moreover, the situation is now such thuat we
are not able to compete on a price basis with foreign manufacturers who ship
these products into this country.

Costs and sale prices.—Cost data carefully compiled show that light blood
albumen at point of production, Chicago, costs 39.85 cents per pound, and that
dark blood albumen costs 19.684 cents per pound. These costs do not include
any selling expenses or freight. Assuming a sale price on light blood albumen
of 40 cents per pound and on dark blood albumnen of 20 cents per pound delivered
New York, there must be deducted therefrom a 5 per cent sales commission to
a jobber and $1.25 per hundredweight freight to the East, which would net
3{5675 cents per pound for the light and 16.75 cents per pound for the dark blood
albumen.

Price quotations, extending over the past three years, from importers of blood
albumen to prospective American buyers, disclose a determined effort on the
part of foreign manufacturers to secure control of this business by keeping their
prices below cost of production in this country. The statement has been made
by representatives of such importers that they intend to secure the entire albu-
men business of this country within the next year. Their recent action in offering
product at prices far below cost of production bear out the statement of their
intention in this matter. A letter from the Metal, Ore & Chemical Co. (Ltd.),
of London, under date of December 28, 1928, quotes prices per pound “c. i. f.
New York and/or main Atlantic ports’ as follows:

Grade: Cents
Pale No. 1o o e ccmecemcceccac e e e ———————e 32. 6
Pale NO. 2. oo et ——— 29, 8
Pale NO. Ba e cmc—aaecceeean 24.6

ALK e e e cccceecacccecreemees;seeccceceemeeceem———ee 1.0

Necessarily, we can not remain in business and meet this price competition,
The present price situation, while worse than heretofore, is not of recent origin
but has existed for several years. Another recent offer of product made by an
importer of light blood albumen representing German manufacturers quotes a
price of 34 cents per pound on light blood albumen f. 0. b. New York. Another
voi&tion from an agent of an English concern, prices per pound f. 0. b, New

ork, is:

Light blood albumen: Cents

L& S 34.3

NO. 2 e ccccemcceccccmccac——————————— 31.3
NO. B e e recccecccmcccmc——mccceecm——————— 25.

Dark blood albumen ..o e ciccacecea—ean- 10,7

We are advised that labor in Austria and Germany is employed at a rate of
approximately 19 cents per hour for unskilled labor and 287 cents per hour for
skilled lahor. The labor employed by us in the manufacture of blood albumen
and soluble dried blood is paid on a basis of 45 to 50 ¢ents psr.hour for ordinary
labor. It is generally understood that not only labor costs ate lower in Germany
imd Austria but that other manufacturing costs are likewise proportionately
ower.

Unless immediate relief in the form of an import duty is approved wherebi( we
may meet this foreign competition, the manufacture of blood albumen will be
discontinued and the buyers thereof in this country will be forced to depend upon
European production for their supplies. Our ?roduotion thereof is gradually
decreasing in volume, such production last year o light blood albumen amounting
to but 50 tons against importations of over 140 tons in 1927, more than double the
importations in 1924, There is ample production of blood albumen in this
country to take care of all domestic consumption. Importations of foreign
albumen represent nothing more than an effort of European manufacturers to
dump their surplus product on this market. On January 18 we cabled our repre-
sentatives in England for information as to present prices at which light albumen
and dark blood albumen were offered in their territory. Ir reply they advised
light grade No. 1 was offered at 38.4 cents per pound; grade No. 2 at 33 cents per
pound, and dark blood albumen at 12 cents per pound. These prices in England
on the light blood albumen are 6 cents per pound more than the prices “c. i. f.
New York andfor main Atlantic ports,” quoted on December 28, last by the
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Metal, Ore & Chemical Co. (Ltd.), of London. The effect of this dumping of
foreign albumen has demoralized values in this country and is surely destroying
ithe domestic manufacture of blood albumen. We feel that encouragement
should be given our efforts to utilize this product of livestock by a duty consistent
with that imposed to protect other products of cattle such as meats, stearine,
extract of meats, ete. «

Import duty recommended.~—It is recommended that the comnuttee in order to
protect the development of this industry and equalize costs of production should
provide a duty of at least 8 cents per pound on light blocd albumen and at least 4
cents per pound on dark blood albumen. We suggest there be added to paragraph
?Ol? of Schedule No. 7, relating to agricultural products and provisions, the

ollowing:

“ Lilg’l’nt Llood albumen, 8 cents per pound; dark blood albumen, 4 cents per
pound.

Respectfully submitted.

Armour & Co,,
By WiLrarp C, WHiTE.

STATEMENT OF JOSEPH MORNINGSTAR, REPRESENTING JOSEPH
MORNINGSTAR & C0., NEW YORK CITY

(The witness was duly sworn by the chairman of the subcom.
mittee. a

Mr. MorNINGsTAR. I came here to talk about blood albumen, which
is on the free list,

Blood albumen is made by the separation of the albuminous serum
in cattle blood. The blood is allowed to coagulate, the serum rising
to the top, and being separated and dried. In America this is done
by a centrifugal process. In Austria, where the great bulk of the im-
ports of blood albumen originate, it is done by the hand method,
that is, allowing it to settle and dry in little pans. That really ac-
counts for the great difference in quality.

Imported albumen has always been sold at a premium in the United
States because of this,

The sole producer of blood albumen in the United States is Armour
& Co., and we have time and again, in competition with this concern,
sold the Austrian albumen at a premium over the domestic price.
Armour & Co. is now asking for a tariff of 8 cents a pound on' the
light blood albument and 4 cents a pound on the black blood albumen,

This would virtually amount to an embargo.
" It hardly needs any evidence to prove that Armour & Co., with its
enormous supply of cattle blood available, needs no protection against
the few tons of blood albumen which are imported annually into the
United States. The quantity is so small that the Department of Com-
merce. in its yearbook, does not make a separate category for this
material.

In this respect, let me point out that bloed albumen should not be
confused with egg albumen, as the two are not comparative in
any way.

The average kill of cattle in the city of Vienna, where all the Aus.
trian albumen originates, does not exceed 3,000 head a week, whereas
the figures for slaughtered cattle in Federally-inspected abattoirs in
the United States is in excess of 9,500,000 head for the year. In other
words, if Armour & Co. secured its fair share of this business, its own
kill of cattle is far in excess of the entire kill in the city of Vienna.

Senator Smoor. You want it to remain on the free list.

Mr. MorNiNasTAR. I do, sir. It has always been on the free list.
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Senator Reep. Have we had any testimony from Armour & Co.?
Mr. Morninasrar. Not before this committee.
Scnator Smoor. They were briefs filed in the House; but nobody
has appeared here.
Mr. MorNiNcsTAR. No.
Senator S»aoor. I do not think we need to take much time on that.
Senator Reep, I want to ask you a question or two about arrow-
root. Do you import the root, or the starch?
Mr, MorNixncsrar. The starch.
Senator Reep, Where do you get it—St. Vincent ?
Mr. MorNINGsTAR. Entirely,
Senator Reep, What do you pay for it?
Mr, MonyiNestan. Qur average cost to-day, duty paid, is 7.75,
landed in New York.
Senator Reep. Seven and three-quarters cents a pound?
Mur. MorNINGsTAR. Yes.
Senator Reep. Do you wholesale it, to druggists?
Mr. MorNINGsTAR. We do, sir.
Senator Reep, At what price, approximately ?
My, MorNiNesrar. The prices vary on different qualities, Senator—
I should say anywhere from 9 to 27 cents a pound, in bulk.
Senator Reen. "Che druggists put it up in packages and sell it for
about a dollar a pound.
Mr. MorNixesrar, More than that. When the druggists sell it,
they sell it, I think. for 10 cents an ounce.
Senator Reep, And you import it at 734 cents a pound ?
Mr. MorNiNGsTar. That is right.
sSenator Reep. If we were to take the duty off that, would that
probably be reflected in the price to the consumer ¢
Mr., Morxinestar. No, sir. I claim that as arrowroot is not in
competition with any other starch on the market, the present tariff of
a cent a pound, or the proposed tariff in the House bill of 114 cents a
pound, is simply a nuisance tax. It does not protect angbody. The
nmo‘lmt of revenue raised is so negligible that it does not amount to
anything.
st year I think there were only one and a quarter million pounds.
At a cent a pound it represented about $12,000 revenue for the
Government, and the House bill proposes to raise that to $18,000,
In other words, it is not competitive in any way.
Scénator Reep. Who pays the $18,000—you or the wholesale drug-
ist .
€ Mr. MorNiNGsTaR, Of course, we pay it and pass it on.
S?enator Reep. But it comes out of the wholesale druggist, does it
not
Myr, MorNINGSTAR, Yes; or the biscuit manufacturer. It has been
recommended all over the country by the medical profession as one
of the first solid foods for infants, and I believe it would be a great
help there. In other words, if we could reduce the price of arrow-
root to the manufacturers of biscuits, the bakers, and people like that
it would tend to increase the consumption.
Senator Kixe. Why do you not sell directly to the people to whom
you have just referred. instead of to the druggists?
Mr. Mor~ixesTar. We are not equipped to distribute packages
Senator. That takes an organization, and more than one product o

'
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that nature. To-day it is absolutely out of the question for us to §

attempt that, in competition with the chain grocery stores and such
organizations,

We have noticed this, Senator Reed. There have been times of
scarcity of arrowroot, and we have had to sell our arrowroot as high
as 15 cents a pound to the bakers and factory people. We have noticed
that their consumption goes up only when the price of arrowroot
goes down.

STATEMENT OF F. E. MOLLIN, DENVER, COLO., REPRESENTING |

THE AMERICAN NATIONAL LIVESTOCK ASSOCIATION

Mr. MoLLiN. A matter of direct interest to the beef-cattle industry

is albumin. It is made entirely from the blood of cattle, and thero |

is at present only one packing plant in this country that produces it.
The others who did manufacture it have given up the fight in an
unprotected market. It has many uses, and it would seem (})ropor
that a duty be allowed. Otherwise, the industry might be discon-

tinued entirely. We would like to see the fullest possible use made of

every by-product.

Senator SHORTRIDGE. It is on the free list now?

Mr. MorLuin, Yes, sir; it is on the free list now.

Senator SHORTRIDGE. What rates do you ask there?

hMé‘. ﬁ/lom,m. Eight cents on light-blood albumin and 4 cents on

the dark.

Senator ConnaLLy. That is what the packer asked the oth>r day,
is it not?

Mr. MoLuin. I think so.

Senator SHORTRIDGE. Yes; I think it is. .

Mr. Mowuin. It is a packing house by-product, the same as oleo
oil and oleo stearin, on the dutiable list now. Our only interest is
to see that the fullest possible use is made of these produects.

ARSENIOUS ACID OR WHITE ARSENIC
[Par. 1614]

-BRIEF OF THE JARDINE MINING C0. AND OTHER PRODUCERS

OF WHITE ARSENIC

The Juydine Mining Co. and other producers of white arsenic urge that |}

arsenious acid, or white arsenie, be taken from the free 1st, paragraph 1614,
and placed on the dutiable list and a duty of two cents a pound be imposed.
Also that sulphide of arsenic be taken from the free list, paragraph 1613,

and pluced on the dutiable lst, and a duty of two cents n pound be mposed §

on thie arsenic content thereof figured in terms of arsenious acid or white
arsenic.

In support of their request the following facts are set forth.

White arsen'e is used largely in the manufacture of glass, paints, arsenical
insecticides and fungicides, weed killers, and smaller amounts in other indus-

tries. There is consumed annually in the United States about 23,000 tons, §
approx mately one half of which is imported free of duty. In 1927 and 1928 §

the following amounts were imported from the countries named:

Pro
Pro
Pro
Lab
Sup
Tru
Fre
Cas.
Mar
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1927 1928

. ng Tons
MEXI00 e n ettt ocnicaannaeer e neenconsernnam oo eaas 9,374 8, 136.
CONAUB. ceneee e et citeat ccocccunmeannenceeeem oo s enoome oo 1,847 1,650,
- 1,080 1,260
1% 2
Otber countries 2222222710000 il = 17 37
TOHB e e ens e nemneeeeeeeesanese e ooeeee e e e e eeenee e 12,533 | 1151

United States production. ... eeeneeeeooooooo . . v 11,560 11,

Imports during the first five months of 1920 amounted to 6,330 tons com-
pared with 4,832 tons for the corresponding period of 1928.

No dutailed cost fizures were presented to the Ways and Means Committee
and the Jard.ne Mining Cu. now offers the following statement of costs based
on the production of more than 7,000,000 pounds of white arsenic at its plant
at Jardine, Mont,

Costs per pound of producing white arscnio

Cents

Proportion of mining costs. 2.076
Proportion of milling costs . 637
Proportion of overhead costs 1.1798
Labor in arvsenic plant 1.072
Supplies. - 1.165
Trucking arsenic to railroad .143
Freight to destination . 087
Cash discount and other charges .033
Marketing costs .110
Total costs. 7.695

Cost figures furnished by other producers are as follows: ,,e,':‘;gf,f,d
Anaconda Copper Mining Co., Anaconda, Mont 6. 351
Toulson Arsenic Co., Toulson, Nev. 7.260
Keystone Arsenice Co., Keystone, 8. Dak._ 6. 659

A vice president of the American Smelting & Refining Co. in 1922 stated that
it is not until the price reaches 6 or 7 cents a pound that arsenie can be re-
covered at a profit, but their brief recently filed with the Ways and Means
Committee states there is a reasonable profit in its production at approximately
the present price of arsenic (4 cents a pound). This discrepency is due to the
custom of arsenic producers of charging a large proportion of thelr arsenic
costs, such as mining, milling, and overhead to other products. h

Compar ng pron and coolfe wages with wages here, inland and ocean freight
rates of forelgn producers with railway freight rates in the United States, and
construction and other foreign costs with ours, it is evident that foreign arsenic
costs must be much less than in the United States.

As wh'te arsenic is imported in large quantity when the price here is less
than 3 cents a pound, foreign costs must be much below that figuve, and it is
safe todassume that it can be laid down in this country at probably 2 cents
a pound. .

Commencing in 1901, production of arsenie In the United States increased
until in 1922, 80.3 per cent of the total consumed was from domestic produc-
tion. Since 1923 imports of foreign arsenic have increased and now only
50 per cent is produced here. With plenty of arsenicnl ores in the United
States there is no excuse for this condition, but it can not he changed in face
;)t competition with cheap foreign labor and other costs umless protection
s granted,

The gain to labor and industry by producing here the §0 per cent that
is now imported would be in excess of $1.000,000, and in the production of
the arsenic there would be a gain to the country in gold, silver, and other
metals of at least $10.000.000. so that the total gain would be $11.000.600,
which means employment to 5,000 or 6,000 men, and with dependents would
support 25,000 people. A large portion of this gain would reach the farmer,
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either for his products or directly paid to him for work performed for the
mining companies,

There arc many deposits of arsenical ores in this country capable of pro-
ducing sufficient white arsenie for all present and future needs. The United
States Geological Survey lists 19 States in which they occur and production
has already been made from nine of them, but as a result of importations
of low-priced forelgn arsenic all independent producers have been foreed
to close their plants and the industry is practically dead.

In 1925 the arsenic plant of the American Smelting & Refining Co, at San
Luis DPotosi, Mexico, was put in operation and importations from that coun-
try increased from 1,900 tons a year to 9.374 tons in 1927, 8,136 tons in 1928,
and for the first tive months of 1929 at the rate of nearly 10,000 tons a yeuv,
In 1927 Mexico furnished 75 per cent of all the arsenic imported, and in
1928, 73 per cent, nearly all of which came from the plant of the American
Smelting & Refining Co. It is plain why this company has been so active
in opposing a duty on white arsenic,

While a duty of 2 cents a pound would not build up the arsenic industry
as should be done, it would tend to stimulate production by assuring domes-
tle producers an outlet for their arsenic ut not less than 4 cents, and would
protect them from the dumping of foreizn arsenic on the American market,
In 1926, when the market was demoralized and the price 2.9 cents a pound,
Mexican arsenic continued to be imported and sold to the exclusion of do-
mestic production,

Conditions in the industry have entirely changed since the tariff act of
1922, Consumption of white arsenic in this country has more than doubled
and the increased amount has been supplied by foreign producers whose
imports have increased 1,000 per cent, Production costs have remained
stationary while prices have declined from 734 cents a pound in 1922 to
2.9 cents in 1026, and an average price for the past three years of 314 cents,

It is vitally important to the United States that its large arsenical deposits
be developed and made available to meet present and future demand. While
there is sufficient arsenic to meet the present demand, it is from a limited and
precarious source, and any suspension or curtailment of operations by one or
two of the few producing companies would cause a scareity of arsenie that
would send the price to high levels. This has happened in the past and will
surely happen again if conditions are not changed,

With the imposition of a 2-cent duty, the price of arsenic would be raised
little if any, and there should not be any inecreased cost to agriculturists. In
asking for au 2-cent duty our purpose is not to raise the price but to prevent
the dumping and selling of arsenic in this country at prices that preclude the
sale of domestic arsenic. :

H. C. Bacorx,

General Manager, Jardine Aining Co., Jardine, Mont.

Jury 12, 1929,

STATE-OF MONTANA,
. County of Park, ss:

H. C. Bacorn, being duly sworn, says that he is the general manager of the
Jardine Mining Co.; that he has read the foregoing brief of the Jardine Mining
Co. and knows the contents thereof ; that the same is true of his own knowledge
except as to those matters therein stated on information and belief, and as to
those matters he believes them to be true,

H. C, BAcoRrN.

Subscribed and sworn to before me this 12th day of July, 1929.
[sEaL.] - M. E. SHERLOCK, Notary Publioc.
My commission expires July 13, 1931,
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AMERICAN GOODS RETURNED FROM ABROAD
[Par. 1615]

STATEMENT OF DUANE HALL, NEW YORK CITY, REPRESENTING
THE TEXTILE BAG MANUFACTURERS' ASSOCIATION

[Jute bags}

(The) witness was duly sworn by the chairman of the subcom-
mittee.

Senator BinaHam. Mr. Hall, you wish to be heard in regard to
paragraph 1615?

Mr. HarLr., Yes, sir.

Senator GEorGeE. What is that, Mr, Hall?

Mr. HaLr. That is with reference to the reimportation of jute
bags that may come back to this country filled with some foreign
prod;lct. You will find that on page 121 of the House bill, (H. R,
2667).

Senator Bineuam. That is on page 285 of the print of the bill before
us. You are referring to the phrase, ““but the exemption of bags from
duty shall apply only to such domestic bags as may be imported by
the exporter thereof”? :

Mr. HaLv. Yes, sir. The way that paragraph reads now it dis-
criminates against American bag manufacturers in the export of those
bags, and attached to our brief You will find two suggestions, indicat-
ing the way in which we would like to have that paragraph read.

We also think that perhaps it would simplify matters if we take that
paragraph, 1615, just as it is, and make this addition to it:

And provided still further that this paragraph shall not prevent bags when used
a8 containers of imported merchandise from coming in free of duty as containers,
even though they may have been manufactured or produced in the United States
and drawback paid upon them when exported.

B To explain this situation a little bit, it is like this: When the burlap
B comes into this country it pays a duty of 1 cent per pound, and our
Government, in order to foster and encourage our foreign trade rela-
tions, when we take that burlap and convert 1t into bags and export it,
ives us what is called a drawback, which we get from tho Government.
n other words, the duty is paid back to us.
{  That duty that is paid back to us, in order to compete with foreign
bag manufacturers in Canada, Europe, and elsewhere, we deduct the
drawback paid to us from the price we quote to the customer.

On bags going to Chile, and used for nitrates, the duty amounts to
about 87 per thousand bags. In makin% our quotation to the cus-
tomer, we give the customer the benefit of this drawback to put us on
an even keel with the foreign manufacturers.

R Forinstance, if a man in Chile wanted to buy jute bags in Canada,
g he has no duty added to the cost of his bags there, because Canada
does not_place any duty on burlap coming into Canada from India,

| because it comes {rom another British possession in that case.

ESo, for us to be on an even basis with our Canadian friends or our
g European friends, the Government allows this drawback, which we
i givo to the customer.

63310—29—vor 16, sCHED 16-——9
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According to that paragraph, if a shipper of nitrates in Chile should
send some of his nitrates back to this country, which they are now
doing, in a bag bought of us, when the nitrate landed here our Govern-
ment would then charge a reimport duty on the bags because the
drawback was paid to us.

Senator GEORGE. Is that true if this nitrate is on the free list?

Mr. Hawn. I have no idea whether nitrate is paying a duty.

Senator GeorcE. Nitrate of soda does not pay any duty; it is on
the free list. Would they collect a duty on the bags or the containers?

Mr. HaLyn. On the containers, according to this paragraph, and that
is what we are trying to rectify.

The shipper of nitrates from Chile, if he buys his bags in Canada or
in Europe, when those bags came into this country carrying that
nitrate, there would be no duty on them.

Senator GEOrRGE, Why not?

Mr. HauL. Because they did not come from this country. They
would simply come in as the containers of the nitrate.

But, on the other hand, if the nitrate came into this country in bags
of our manufacture there would be a duty on them because the Gov-
ernment had paid us the drawback when the bags were exported. So
you can see how the United States bag manufacturer would be dis-
criminated against in favor of European or Canadian manufacturers,

Senator SACKETT. It seems to me that these duties ought to be put
on the bags from other countries the same as on ours.

Senator Bingham. He is referring to bags made in America.

Senator SAckeTT. I know; if they are exported there is a rebate,
and they are subject to a reimport duty. The bags that come from
other countries are containers, and on everything that is shipped from
abroad a value is placed not only upon the article but the container as
well. If you buy a trunk and ship anything home in it, you have to
pay on the trunk. It seems to me we ought to arrange some way to
pag the duty upon the containers that come in there.

enator GEORGE. If you make them out of cotton, you would not
have to pay any import duty then. _

Mr. Harvr. I wish to say we did make up some shipments of our
special hags and sent them to Chile, made out of cotton, but unfor-
tunately they would not answer the requirements of the trade. They
were too expensive and they would not stand the wear and tear to
whirch they are subjected. So we had to go back to jute bags.

Senator SiMmons. You send them jute bags to put the nitrate in?

Mr. HarL. Yes, Senator.  When we sell them jute bags down thero
in competition with the Eurogoan and Canadian manufacturers, we
got this drawback from the Government, which is a refund of the
duties paid on the cloth when it comes in as cloth, and it is deducted
in our selling cost to the user of the bags. We do that in the case of
those baﬁs that we sell them because the Government pays us back s
drawback., Then when the nitrate comes in the Government says,
“You can not bring those bags in unless you pay a duty on them.”
But when the shipper bought his bags in Canada or in Europe, he
would not have any duty to pay on them.

Senator GEORGE. I do not understand that. The Canadian bags
are dutiable, are they not?

Mr. HaLr. I beg pardon?

Senator GEorGE. Burlap bags coming in from Canada or Europe
would be subiect to dutv?
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Mr. HavL, As empty bags, yes, sir,

Senator GEORGE. As empty bags they would be?

Mr. HaLL. As empty bags they would be, yes. But we are not
discussing the subject of empty bags.

Senator BingHam. But if the nitrate comes in a bag of Canadian
manufacture there is no duty paid on the hag?

Mr. Havr. In that case there is ro duty paid on the bag, but if the
‘bag comes into this country filled with nitrate, a bag that we furnished,
and on which we collected a drawback from the Government when
those bags were exported to Chile, then there is a duty paid.

Senator Simmons. Where is the section in this bill that makes that
monstrous diserimination? That ought to be stricken out,

i %mmtor Bixguay., Where is that provision in the bill? T can not
ind it.

My, HaLL. It is right here [indicating].

Senator Sackerr. In section 1615?

Mr. ITaLL. Yes, sir.

Senator BingitaMm. It is the proviso near the end, on page 286, line
14, reading as follows:

Provided, That this paragraph shall not apply to any article upon which an
allowance or drawback has been made, the reimportation of which is hereby
prohibited except upon payment of duties equal to the drawbacks allowed.

Senator GeorGe. If you struck that out, it would be all right,
would it not?

Mr, Hawu, If you strike that out it will make everything clear and
satisfactory to us.

Senator Siamoxs, If we allow that drawback by the Government it
is because it is in the interest of trade? .

Mr, Havr. That is it exactly.

Senator Simmons. Now, you have exercised your right, the Govern-
ment has accomplished its purpose, and that burlag ought to be a
free article of commerce?

Mr. HaLn, Absolutely, Senator.

Senator Simons. Without any discrimination against it?

Mr. Harw. Right. .

Senator GEorGE. Otherwise, you have a sales resistance in a
neutral market that you can not overcome?

Mr, HaLL. Absolutely, Senator.

Senator Sackerr. Why should not this same duty apply to the
containers coming in from other countries?

Senator BineHaM. As I understand it, there is no duty on con-
tainers that bring in duty-free goods.

Senator Simmons. I think not; you would complicate the situation.

Senator BingHaM, As the situation now stands, you are at a
disadvantage with foreign manufacturers of bags in attempting to
sell bags to foreign shippers of such articles as nitrates?

Mr. HaLn, That is it. It would be the same in the case of any-
thing else if it came back to this country.

(Mr. Hall submitted the following brief:)

Fixance CoMMITTEE, UNITED STATES SENATE,
Washinglon, D. C.

GENTLEMEN: A meeting of the tariff committee of the Textile Bag Manufac-
turers Association of the United States was held at New York on July 5 to
consider paragraph 1514, tariff act 1922, H. R. 2667, paragraph 1615.
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The membership of the above-mentioned association together with the location
of their various plants are shown on Exhibit A herewith.

The tariff committee of the assoeiation is made up as per Exhibit B.

At the meeting referred to, this committee prepared a brief, Exhibit C, a copy
of which has been mailed to every member of your committee, and two further
copies have been mailed to the clerk of your eommittece. Two additional copies
are tendered herewith.

All of which is respectfully submitted.

Yours truly, .
Duaxk Hary,
Secretary of the Tariff Commiilee of the Textile Bag
Manufacturers Associalion of the United Stales of America.

(Room 1822, 250 West Fifty-seventh Street, New York City.)

ExHIBIT A
Members of the Textile Bag Manufacturers Association of the United States of
America
Locatlon of factories
Ames, Harris, Neville Co...._._.._. San Francisco, Calif.; Portland, Oreg.
Arkell and Smiths___ .. __..o.. Canajoharie, N. Y.
Bemis Bros. Bag Co__ ... ... .- St. Louis, Mo.; Secattle, Wash.; San

Francisco, Calif.; Omaha, Nebr.; New
Orleans, La.; Minneapolis, Minn.; Kan-
sas City, Mo.; Indianapolis, Ind.;
Memphis, Tenn.; Houston, Tex.; Bufe
falo, N. Y.; Brooklyn, N. Y.; Wichita,
Kans.; Ware Shoals, S. C.; Peoria, Tl

Chase Bag Co oo St. Louis, Mo.; Minneapolis, Minn.; Mem-
Yhis, Tenn.; Dallas, 'Tex.; Buffalo, N. Y.;
xansas City, Mo.; New Orleans, La.;
Toledo, Ohio; Milwaukee, Wis.

Central Bag & Burlap Co.__.__.___. Chicago, 111
Crystal Springs Bleachery Co....-.. Chickamauga, Ga,
Fulton Bag & Cotton Mills._._.____ Atlanta, Ga.; St. Louis, Mo.; Brookiyn,

N. Y.; New Orleans, La.; Minneapolis,
Minn.; Dallas, Tex.; Kansas City, Mo,

Hutchinson Bag Co. oo e aeoe Hutchinson, Kans.

John C. Griflin Co_._ ..o ---- Baltimore, Md.

Millhiser Bag Co..coocoeeaaaoo Richmond, Va.

M.J. Neahr & CO e cceeee e Chicago, I11.

Perey Kent Bag Coo oo oo Bl;_lf;ﬂo,vN. Y.; Kansus City, Mo.; Nor-
. OlK, vVa.

_Philadelphia Bag Co...._ ... Philadelphia, Pa.

Richardson-Garrett Bag Co_.....-. Jersey City, N. J

Sterling Bag Coevoconocecooo Brooklyn, N

Werthan-Morgan-Hamilton Bag Co. Nashville, Ténn'.; New Orleans, La.

Respectfully submitted by Duane Hall, sceretary of the Tariff Commitiee of
the Textile Bag Manufacturers Associntion of the United States of Auerica,
room 1822, 250 West Fifty-seventh Street, New York City.

ExuisiT B

Members of the tariff committee appointed by the Textile Bag Manufacturers
Association of the United States of America, Mr. L. W. Harris, chairman,
vice president Ames-Harris-Neville Co., San Francisco, Calif.; Mr. Duanc Hal,
secretary, sccretary Chase Bag Co. (Inc.), New York Citv; Mr. Adolph Elsas,
vice president Fulton Bag & Cotton Mills, Brooklyn, N. Y.; Mr. F. M. Ewer,
treasurer Bemis Bro. Bag Co., Boston, Mass.

Respectfully submitted lg Duane Hall, sceretary, room 1822, 250 West Iifty-
seventh Street, New York City.
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Exmpir C-1

BRIEF OF THE TARIFF COMMITTEE OF THE TEXTILE BAG MANUFACTURERS ASSO0-
CIATION OF THE UNITED STATES TO THE FINANCE COMMITTEE OF THE SENATE,
WASHINGTON, D. C.

1. Paragraphs in which inleresled.—Paragraph 1514, tariff act 1922; H. R.
2667, paragraph 1615.

2. Importance of indusiry.~—According to figures received from the Bureau of
Census for 1927 there are 181 establishments actually engaged in the manufac-
ture of bags other than paper, and located in the following States: New York,
38; Illinois, 16; Missouri, 12; Pennsylvania, 12; Ohio, 11; Texas, 9; Virginia, 9;
Californin, 8; New Jersey, 7; Louisiana, 6; Maryland, 6; Tennessece, 6; 19 other
States, 41; total, 181,

3. There is approximately 870,000,000 of capital invested in the textile bag
manufaeturing industry.

4. The industry gives employment to approximately 11,000 people.

5. The annual wages are approximately $9,500,000.

6. The combined volume of business is about $163,000,000.

7. The textile bag manufacturers are very large manufacturers of jute hags.

8. There are approximately 550,000,000 jute bags manufactured annually in
the United States.

9. Jute cloth for bags, otherwise known as burlaps, is not manufactured in
the United States. It is imported, mostly from India, England, Germany,
Belgium, Holland, Italy, and other countries of Europe.

10. The present rate of duty on jute cloth is 1 cent per pound, specific.

11. We attach copy of letter addressed to Hon. Willis C. Hawley, chairman
Committee on Ways and Means, addressed to him March 22, 1929, by Bemis
Bros. Bag Co., wherein a change is requested in paragraph 1514 but none were
made for paragraph 1615, H. R. 2667, is practically the same as in the act of 1922,

Bemis Bros. Bag Co,,
Boston, Mass., March 22, 1929,
Hon. WiLLis C. HawLEy,
Chairman Commitlee on Ways and Means,
Washington, D. C.

(Paragraph 1514 of the tariff act of 1922)

Dear Siw: In so far as this paragraph applies to bags, and condensing it in
a few words, it reads practically as follows:

“Bags manufactured in the United States which are exported empty, and then
returned as containers of foreign products, come in free provided no allowance
for drawback was made when exported empty, in which event, however, they
would be dutiable to the extent of the drawback paid upon them when exported.”

We find nevertheless that this provision under paragraph 1514 is contained in
almost identical language in the tariff acts of 1897-1909 and 1913, although
burlaps out of which jute bags are manufactured in the United States were free
under the act of 1913.

This provision discriminates against bags manufactured in the United States
in favor of foreign-made bags, and we question whether it was the real intent
of Congress to impose these restrictions upon American manufacturers.

One example of this is American-made bags for a binder twine plant located
in Canada. The binder twine comes into the United States free of duty, but if
the bags are of American manufacture they are subject to duty to the extent
of the drawback that was paid upon them at the time they were exported empty
to Canada, whereas if this twine is imported from Canada in Canadian-made
bags, the bags are not then dutiable,

We will appreciate it if your committee will consider this feature when the
free list is having attention in the new tariff bill under consideration.

We are not making any suggestion as to how to change the phraseology in para-
graph 1514 to cover this point, inasmuch as this paragraph is already more or
Iess complicated so far ag it refers to bags.

We would further mention that since carly in 1928 there has been no duty on
burlaps in Canada when imported directly from India or other British possessions,

Yours truly,
Bemis Bros. Baa Co.
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Exuisir C-2

It is clear that bags manufactured in the United States are discriminated against
in favor of foreign-made bags because of the fact that foreign-made bags used as
containers for merchandise or produce imported into the United States come in
duty free, whereas if the bags were exported from the United States and drawback

aid, these bags containing similar merchandise or produce imported into the
%nited States would then be subject, as containers, to United States duties to
the extent of the drawback refunded on them when exported.

In so far as this paragraph applies to bats, and condensing it in a few words,
it reads practically as follows:

‘“Bags manufactured in the United States which are exported empty, and then
returned as containers of foreign products, come in free provided no allowance
for drawback was made when exported empty, in which event however, they
would be dutiable to the extent of the drawback paid upon them when exported.”

This provision discriminates against bags manufactured in the United States
in favor of foreign-made bags, and we question whether it was the real intent of
Congress to impose these restrictions upon American manufacturers.

Attached we offer two suggestions regarding changes we desire made in the
resent reading of paragraph 1514, the adoption of either by your committee
eing acceptable to us.

All of which is respectfully submitted.

Yours truly, Duang Haih

Secretary of the Tariff Commiltee of the
Textile Bag Manufacturers Associalion of the United States.

(Room 1822, 250 West Fifty-seventh Street, New York City).

SUGGESTED CHANGE, PARAGRAPH 1514

PaR. 1514, Articles the growth, produce, or manufacture of the United States,
when returned after having been exported, without having been advanced in
value or improved in condition by any process of manufacture or other means if
imported by or for the account of the person who exported them from the United
States; steel boxes, casks, barrels, earboys, bags, and other containers, or cover-
ings of American manufacture exported filled with American products, including
shooks and staves when returned as barrels or boxes; also quicksilver flasks or
bottles, iron or steel drums of cither domestic or foreign manufacture, used for
the shipment of acids, or other chemieals, which shall have been actually exported
from the United States; b