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PREFACE T0 SUPPLEMENT NO. 9

After thé conclusion of the hearings on the revenue act of 1932
(H. R. 10236) on April 21, 1982, the Finance Committee met in
executive session from April 25, 1032, until May 9, 1932, for the
purpose of revising the bill as passed by the House of Represent-

tives. The bill, as finally adopted and reported to the Senate,
contained an import tax of 5 cents per pound on crude rubber.
It was contended by members of the committee that it was unfair
und unjust to the rubber industry to levy this tax without having

iven them an oEpormnit to be heard. It was therefore decide

at & hearing should be held and representatives of the industr
sheard. The hearing was held accordingly on May 9, 10, and 11, 1932,
and is here printed in full.

A table of contents has been prepared and is appended hereto,

Isaac M. STEWART, Clerk.
v






TAX ON RUBBER IMPORTS

‘. ) n .
l!"lmllﬂ A ‘L. VEI% mt%‘mmm THE

~ Senator Wareon. Where do you live? ,

Mr. Virzs. In New York,

'I'ihe ?nmm. Tell us what the Rubber Manufacturers’' Asso-
ciation ie. ‘ *

Mr. Vies, It is a trade association resulurly incon:fomhd and
reprasenting the rubber manufacturers of the United States, or
npfroxima ly 95 per cent of them. ( ‘

'he Cuamyman. Do you mean rubber manufacturers or importerst
Mr. Viues, The rubber manufacturers, '
. Senator ConvarLy. And also tire manufacturers?
Mr. Viuzs, Yes, sir. '
* Senator Warson. All kinds of rubber goods?

Mr. Vives, Yes, sir. (

Senator Warson. Including automobile tires?
buMzr. Virs, Yes, sir; which represents about 80 per cent of the

siness. ‘

The Craraman. You may proceed. A

Mr. Vies, Mr. Chairman and gentlemen of the committre, I have
a statement which sets forth briefly the views of the majority of the
rubber manufacturers. If you would like, copies of that siatement
may be distributed and then I can read it.

he Cramman. Very well.' Have them distributed to the mem-
bers :)f the committee and it will be made a part of the record at this
point. - ' '
~Benator Couzens. I think it would be better for him to read it so
that we may propound questions as he goes along if we see fit. :
+ The Cuamaman. All right. Read what you have to present to the
committee. '

Senator ConNaLLY. Are you appearing in favor of or against a
tax on rubber?

Mr. Vies, Against a tax on rubber.

Senator Couzene. Have you a substitute proposal in lieu of the
tax that is proposed to be placed on rubbert
* Mr. Viugs, Only that we are willing to participate in any general
tax, particularly a sales tax, which has been talked about heretofore.
We have no ‘specific form of tax on our industry that we have de-
veloped to suggieat to you. We are &uite willing to listen to any-
thing the committee may propose in that connection, other than the
tax now proposed on crude rubber, and give you our views thereon.

The Caamman. You may proceed. You may either read your
statement or we will have 1:.{ nted in the record. I
* Senator La Forrerte. Just let him readit. ” @~ -

N
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2 REVENUR AOT OF 1988

Benelor Buorrawer. It will not take long. Let the gentleman

read his statement.
he CArman. You may proceed. )

My, Voas. 'I‘het ressant price of ci'iid((ls ru'llglt:er delivergd t;“ ‘ilmur-
foa is approximately 8 cp er pound. The proporal to place a
duty ofp “cents per "?ﬂm; %«ﬁf’m&mw (Li wghen fully effec-
tive, produce an additional cost for the automobile owners in this
couritry in excess of $55,000,000 per Yem‘. Millions of automobiles
argin daily miu'&hm 7 g8 articles pf necessity. It is-s well-
known fact thet automobile tive manufacturers are operating at a
loss and must pass tm{ addifional cost on to the consumer. A very
large proportion of thic tax falls directly on the farmers-and labor-
ing ﬁopls of this country, for statistits show that by far the greater
number of cars operating are the cheaper and lighter cars owned by
farmers and individuals in moderate circumstances.. A
Jikbose oF protsoting Bimorion ot e oo boen for fbo
purpose of protecting American labor engaged in industry .
culture. Rubber Es not grown within .the United States and the
impoaition of this duty becomes a tax for revenue purposes only.
No such duty or tax should be placed on a raw material without
giving the industry affected an opportunity to be heard. The

srubber industry hes had no opportunity to be heard on this matter.

In this case it is proposed 9 put a duty of b cents peé pound: on
a commodity that is now selling for 8 cents per pound; in other
words, to increase by 166 Eex; cent the. cost of an important raw
material that is used, but not produced in this country. = =~ .

ou are primarily interested in providing revenue to balance

the Budget. The need is imperative and immediate. How futile
is this brero osal in meeting either of these requirements, for figures
available from the rubber divisions of the Department of Commerce
indicate at the present rate of consumption there is now approxis
mately one year’s stock of rubber in the United States. Crude rub-
ber consumptipn in.the United States in 1981 was 846,084 tons.
The industry’s best estimate of consumption for 1932 ia 846,000 tona.
The stock of rubber on hand in the United States April 1 was 384,
2361 otgnt:, and stocks afloat to the United States were an additional
ns, S o C
i might add, while speaking of tons, that they represent 2,240
{ounds, or what is known as the long ton, This conclusively shows
hat the rubber manufacturing industry of this country has on hand
or afloat at this time substantially in” excess of one year’s supply,
and for that period no revenue will be available to the Government
from this source.- . = . |, L e
In addition, there are approximately 180,000 tons on hand in Eng-
land available for shipment, which can be imported into this conn-
try_prior. to the effective «_iat@ of this act, bringing fotal stocks
within the country. to 500,000 tons, sufficient for ¢ o ‘manufacturing
needs of this country, for a year and @ half. . . oo
_ Senator Barxrey, How much surplus rubber. ordinarily is kept on
hand in the United Statest .~~~ . . .
;+Mr.: Viues, Ahout & six, months’ supply as between dealer and
m&n\d&cﬂl!‘el‘- '- nry .‘,u': P ' e . L otia
Senator Barkrey. Is s 846,000, tons you have referred .to.an

5

unusually large supply{
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 Mr. Viuzs, I said 384,666 tons. - Do you meun that smounti.;: -
Senator Barkrey, Yes, conl g o i e
Mr. Viues, I will answer yes. B L
Benator Bangvoy. Is that larger than usual? -~ ... 0
Mr., Viugs. At least twice the averags,. N T o
. Benator Banxnry, How did it coma about that you have twice as
much rubber on hand now as is usual?. . .« . o
Senator Conwxawry. You simply bought the rubber ‘while it is
cheup,ltulm it. T N L A TP
- Mr, Vrugn, Yes, : And the prieeém ‘been steadily going down. -
Senator Barkrey, Over a period of five years what has been the
average per pound price of rubber deliverediin the United Btates!
. Mr. ViLzs. Let me find that among my papecs if I can; . .
Senator Barxvrey. I find that I have an answer hete in the report
of the Department of Commer¢e.- X see that in 1931 the per pound
value of crude rubber iu the United States was 6.6 cents, and for
1030 it was 12.9, und in 1029 it was 19.1 cents, and going back of that
it was as high as 04 cents a pound in:1926.. . Of course, if rubber is
only 3 cents a pound now, that is lesd than half what it was in 1981, -
iﬂitmt" A . ' : IS TR P ¢ ) . . o
Mr. Vires. That is right. _ S
. Senator Barkvrey. But of course it is rather difficult to assume that
over & period of three or four years, or as long as this tax may b
levied-—- N T I
Senator R: (interyposin . Two years, Senator.. = .
' Benator Basxuay, Yes. That the price of rubber would remain
as low as 3 cents a pound even if there is no turn in business at all
or no increase in the consumption of rubber. My question was based
upon your statement that a:tax of b cents is 166 per cent of the
present value of rubber. That seems not to be accurate as a.basis
upon which to make your statement, is it? Co
Mr. Viues. It would seem so.from listening to these figures. But
it is very Aifficult to answer your question, and for this reason: It
geems I&Wﬂt fantastical, or at least.did a year. ago, that rubber
would ever go to a price of 8 cents a pound. We certainky had the
view for a long time that both.the Kuropean-managed plantation
and the natives would quit the plantations in such an event~the
owner from the standpoint of the loss he would be suffering and
the native because of the small return, it being easy for him to:get
rice and to catch a few fish. But the plantation owners have taken
their losses, and they have operated at a loss and gone aliead and
roduced the rubber, and the native has taken a lesson out of. the
ok of the American manufacturer and increased his volume on the
lower price:basis,‘!md‘comeeguenﬂx their. production hes still :been
higl;, and they have continued to ship it in here. . . = ../ (-
nator Bargvrey. If your figure is correct, that the price of rubber
is now 8 cents & pound and adding the ¢tax wotuld make it 8 cents
a.pound, it w still be onlly 6624 per cent of what the imported
price was in 1980, which wag 12 cents. = = ’ -
li‘.VW-'YGB,PiI’- . ’ et I
. Senator Barxirry, So that that would not operate as a great
burden upon the public, would it® : ... ... .. .
Mz, Viuxs, We estimate approximately & 10 per cent increase in:
financial goods prices. . S A

P T
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_Benator Barxrry. Ten per cent increase in the aggregate price of
the finished product? E

Mr. Viees, Yes. o :

Senator Barkrey. All rig‘l:t. I do not want to interrupt your
statement any longer. Go ahead. )

Benator Warwon. I should like to ask you a question right there:
Who are now holding the rubber that is in storage we will say in
the United States? '

My, Vires. Do you mean individuale? '
ﬂSenatorhWAmn. Yes; or corporations or companies, whatever

w0y may be. S , o

ator Warsu of Massachusetts. Or importer.

Benator Watson., Do the importers of rubber now have these
stocks on hand?

Benator Warsa of Massachusetts. I do not know.

Mr. Vies. I can give it to you as between the manufacturers and
the dealers.

Senator Warsn of Massachusetts. In other words, do American
dealers buy directly abroad or through importers{
it iﬂegntor WarsoN. Yes; I wanted to find out the method by which

8 done. '

The Ciamstan. Is it the stock afloat that you are taliing about{

Senator Warson, Y“i art of it.

Mr. ViLes. As of April 1, 267,000 tons were in the hands of manu-
facturers, and 67,000 tons in the hands of dealers.

Steenat'or Couzene, When you say “ dealers,” do you mean im-
porters , \ .

Mr. Vies. Yes, sir. We usually refer to them as dealers.

Senator Georae. Is rubber reclaimed to any uggreciable extent ?

Mr. ViLes, We used in 1931 approximately 125,000 tons of re-
claimed rubber. :

Senator Gzoror.. So you can reclaim it?

Ml'. Vm' oh’ yﬁﬂo te . . :

-Senator Grorae. And it can be used when reciaimed for a great
many purposesf ' L, , :
m;l;hi Vies. Yes. The reclaiming comes from ' worn-out rubber

o “. '

Senator Grorae. And can you use it commercially

Mr. Viuzs, Yes, sir. : « o C

Senator Warsox. How much of this 846,000 tons owned by Ameri-
cﬂtgatabixshmenﬁgs are represented by tire makers, practically all
o s . Lo - L r ' . . |
Mr. Vs, I should say 80 per cent of it. '

- Senator WamsoN. You say 80 per cent of that amount?
Mr. Viues. Yes, sir. But of course that is & pure estimate.
Senator WatsoN. I understand. , o
The Cuamman. You may proceed with your statement.
Senator Barkrey. Let me ask right there this question: I see the

imports of crude rubber in long tons in the last 10 years increased

from 801,000 tons in 1922 to 501,000 tons in 1931, and so there has

been no decrease to speak of in importations of rubber even on ac-

count of the depression. Does that indicate that these 834,000 tons

noivh on ‘lrxand r?resent a figure out of proportion to the importations?
r. VILES, e8. ' : v

ol
' i
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Senator Banxiry. In view of the fact that you have pmbshg
increased your importations durinq the last year, that was becauss
cheapness of price, would you say

Mr. ViLes, Yes, sir. | ' ‘

Senator Barkixy. Laying it b{ uﬁimﬁ the day when there will be
an increase and therefore you will be able to increase your profital

Mr. Vies, Well, you see, rubber when, we will say, it was at 19
cents a tpmound was considered low. Then at 10 cents it was considered
the bottom and they began to load np at that period. - Then when it
reached 7 or 8 cents a pound it was considered the absolute boitom
and they were trying to equalize with 10-cent and 12-cent & pound
stocks. When it elip own to 6 cents a pound, there was still
more equalization, and 3 cents a pound was considere Auat incredible,
that it could not be, but it has been there, and we have still been
equalizing and adding to stocks, which are long of the usual inven-

osition.
mger[x)ator Banrxrey, Well, your foresight in buying cheap rubber
might now reduce the amount of revenue over a period of months or
8 year or so, because of your la.yin% t‘;y an unusnal stock while it is
3 cents & pound. Even though you did not begin to import any more
rubber until it got to 10 or 12 cents a pound, when it reached that
price a tax of 8§ cents a pound on it would not be an unusual burden,
would it? It only sounds big now because it is twice as much as the
present extremely low price of rubber.  But when riavber gets back
th a normal price, a tax of 5 cents & pound would not make any
very great difference, would it?
" "Mr. Viues. Well, I do not think so if we had compensatory duties.
Well, I will say that this bill carries compensatory

Senator Regp.
duties, Mr, Viles,

Senator SHorTRIDGE. I suggest that the gentleman be permitted
to finish his statement, '

Senator WaTtson. That is all right, but we are getting interesting
information by propounding questions as he goes along. - _

Senator Reep. Wouldn’t an additional tax increase the market
value of the rubber which you now have on inventory?

Mr. Vies. Surely. |

Senator Reep. And be an indirect benefit to your company by
reason of that fact. ;

Mr. Vires. Not only by reason of the § cents, b it would create
a speculative positiou, such as we now have. In other words, rubber
is & cent a pound higher since the action taken by the Finance Com-
mittee on KFriday. ‘
" Senator Reen. Well, that is the first time I have heard that Con.
gress mana{ed to put a price up. =

Senator' CoNNaLLY. Are there any considerable interests in the
rubber industry who want this tax, on the theory that it will raise
thei‘price of their stocks? ' R
- Mr. Viues. No; 1 do not think so. I have heard from nearly all
of them since Friday. There is occasionally a manufacturer who
is thinking that this would bring about a rise in price or an apward
trend in finished goods, and therefor a greater degree of stability,
and perhaps would lessen price-cutting activities, of which we have
a moropoly and have had for some time. L
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“Senator CoNnatLy, T mean those people who have these big stooks
of rubber ‘on hand, do they want this tax so as to raise the price of
their atocks ! vl

Mr. Vines. No. I should say that 90 per cent of the owners of
the :big stocks of rubber are against this tax, and have so recorded
themselves. Lo , c L
¢ The Cwamman. They are looking to the future rathier thun to
the present year. - = . ' e
1 Mr. ViLrs, Yes, sir. First, they believe that a tax on raw mate-
- vial is uneound in principle. - They are also a little fearful that as
to rubber being produced in British and Dutch colonial territory,
where money is needed rather badly to run the governments, or the
Ditch: colonial territory particularly, that they may feel it is an
omm'mnity, inagmuch a8 we place a tax on it, to place a.tax on it
also. . I might add that they have recently considered placing s
tax on it, and we do not know whether it will end here or there,
ar where it is going to end, - 'We can not think it is w proper thing,
and wa do not know, just what the result will be. e
-.Also as to the companjes.lmvig% these stocks of rubber on hand.
snd we ‘have a very variable position as to the invent situation, I
mean o the part of the individual company, and we do not know
what will be done to equalize that position. It can very well
emgender a.competitive position that. would be destructive; it might
be that some companies, with rubber would like to see a company
without it exterminated. That may be'a very human thought but
it is not good business. ~ Co : R
- .~Senator SHorrriver, Did. you say that the price of rubber. had
gane up a cent & pound .alread{,?;g S AT

Mr, ViLes. Approximately that. o
', Senafor SmorTiivae. Well, then, it is not 3 but 4 cents a pound.
Mr. Vites. Well, there is nobody buying rubber. When Zou try

to buy rubber that is the price they quote, but the thing is standing
still, dead as a door nail at this minute. . . o

. Senator - Wavrs of Maseachusetts. I will say that I received
this afternoon a.telegram from the Cambridge Rubber Co., which
is as follows: o , :

+ % Cable received to-day from London states British and Dutch
considering retaliatory export tax of 10 cents per pound.” ', .
- ‘What do you say about thatf - . N

..Mr.. ViLes. Yes. You see, Senator Walsh, they have been con-
sidering. that matter, for some time, not along retaliatory lines but
in connection with negotiations between British and Dutch growers
and the colonial officers of the two governments. '‘The British want
-a restriction and’ the Dutch want a tax, .the British saying: We
will také the export tax and apply it if you will agree to our form
of restriction, both being a little bit afraid of what the attitude of
the principal consumer would be, and that is the United States.
And if we should place a tax on crude rubber that would be prima
fapie evidence that we did not care a damn about taxes. o
,-Senator RzEp. They expect us to submit to such a thing as
mqmn‘-plan and yet not do anything in a retaliatory way; is

titd ,
Mr. ViLes, Yes.
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" Serlntor' Connatax, Which hurt/ India worse than it did us. ;-
Mr. Vines, Well; I will say ‘that the: Stevenson. plan cost us..a
quarter of a billion d llars, and I will defy you to prove that I nn

v.wmg‘ :; T L A R LR FIANE T A SRV TR A T e g
' Setintor Connarry. ¥ Qo not doubt. it hurt for the time beingy but
theﬁ‘ha to ubgrndéniit. B“i | th L s fine h | e
r. ViLes, Yes, gir. . But in the ‘meéantime they hall' very luy
profits 'out of the thin%nd we made none. they hall ty #e
N gfnutm- ConxaLvy. 'didn’t they keep it, then? ..., .. < .1
. Vites. Well, the Dutch would not go in with them; and
‘thiereby they let the Dutch in ion the market, and the, Dutch. were
getting a little too far in the lead in the matter of crude-rubber
‘production, e : Y
The Cuarman. You may proceed with your statemeit. .. ..
. Mr. Viurs. Add to this the excess stocks of tires presently carried
in this country and you have an additional 4 months’ supply,. or
rubber requirements for 22 months. . - . . X
Approximately 80 per cent of rubber consumption in the United
States goes into tires. There was a time when automobiles were con- -
sidered in the luxury class, but that day is gone, An automobile is
an absolute necessity .on the farm and as a mode of transportation
for the man of small and moderate means. - An_additiopal burden
placed on this very large and already highlg taxed proportion of our
Kgpulation will be resented as an executive burden on an item alvead
aring the very heavy burden of personal-property tax, municipa
and State license and franchise fees, 'ﬁaohne taxes, and so forth,
which dvring the year 1831 totaled in this country the . amazing sum
of $1,022,000,000. In other words, this indwstry is now paying nearly
one-tenth of all taxation of all forms in he United States, and the
amount of motor taxes alone equals one-fourth of Federal expendi-
tures for the year closing June 80,1932. -~
Has consideration been given to effects that might flow from the
imposition of this duty? If this duty becomes effective, certainly
“there is no immediate need of the American rubber manufacturer
gnrchasingr rubber in the primary markets; snd when these markets
. have lost more than 50 per cent of their trade markets, would nit not
be most natural for those governments to retaliate by, say, placing
a T-cent per pound duty on cotton or 25 cents per byshel on wheat
and similar important products presently produced in and exported
from this country§ We no longer have a monopoly on tariffs.
Do you realize that a cessation of buying for 12 months will bring
- financial ruin to large English and Dutch interests, which countries
may very reasonably retaliate with a like wea { Im addition it
must be taken into consideration. that reduced rubber. production
may disrupt entire rubber-?roducing areas and ultimately bring
about an exorbitant price for rubber, increasing the cost to the
American public by hundreds of millions of dollars? = =
~ The proposed duty on crude rubber would place Amerjcan’ manu-
facturers of rubber products at a distinct disadvantage in competi-
tion with foreign manufacturers exportmg. rubber products to this
~ country and: would make possible the flooding of the United States
with rubber products manufactured abroad and offered in the United

b .

y
i
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States at prices lower than the American manufscturer could neet,
bringing disaster to American labor and to capital. . e

London stocks presumably available for shipment to and arrival Pounds
Unitod States, prior to effective date of tax, 180,000 tons or... 201, 200, 000

Netimated 1081 United States consumption, 846,640 tons or....... 176, 879, 160
Mstimated 1982 United Btates consumption, 840,000 tons or.... 761, 600, 000
Total on hand and afloat, 878,708 tons or. 848, 418, 440

Mstimated London stock an hand for immediate shipment, 180,000
tons or ‘ : m; m'm
Total on hand and afioat and estimated London stock, 508,766 .
tons, or.. -~ 1,130, 618, 440
_Senator Warson. How much rubber was used last year in. the
United States in the manufacture of tires alonef »
Mr. Viuzs. Eighty per cent of 846,000 tons, which would be about
277,000 tons, : ,
nator WarsoN, And tire manufacturers now have on han
246,000 tons of rubber, , :
r. Viues, Two hundred and sixty-seven thousand tons. i
- Senator WarTsoN. And they used last year about 276,000 tons, :
Mr. Vs, That is right. - \ :
Senator Warson. So that a tax on imported rubber at this time
for one year would not hurt the tire manufacturers, would it?
Mr. ViLed, No; it would not hurt them because there would be
little or practically no aleicution-of the tax. S
Senator WarsoN. Well, I just wanted your views.
Mr. Viues, Yes, sir. ' _ S
Senator Warsx of Massachusetts. But it would increase the price
" to the consumer 10 per cent, he says. R »
Senator SmortrRIDGE, Why?t \ :
. Senator Connarry. The price of rubber has already gone up, he

!

says. L
gmator Warsu of Massachusetts. To what extent do we export
finished-rubber y including tires
Mr. Vs, Only about 5 per cent of our production, L
Senator Wavrsu of Massachusetts. - Of all kinds of rubber goods?
Mr. Virs, Yes. We are mot large exporters anyway, and they
have been building tariff walls in the different countries, .
Senator Warsm of Massachusetts. The Fisk Tire Co. informed
- me they exported a considerable number of tires. Co
Mr. Vozs. They do. A great many tires are exported and dis-
tributed abroad to meet the equipment requirements of American-
- made cars., Omnﬁ to the tariff situation in England three of our
companies have built plants over there to take care of that trade, and
for distribution, in continental Eumﬁ)e, and they also have plants
in Capada, Frarce, Australia, and the Argentine. ,
~ Senator WAx.sn of Massachusetts. What does that represent in the
matter of value, just approximately ¢ s
Mr. ViLes, Oh, I should say $50,000,000. : ‘
- Senator CouvzeNns. Do you think there is any probability of these
‘other countries 'uttinﬁ‘a tax of 7 cents & pound on cotton S
© Mr. Viugs. I think there is'a possibility of it, yes. =
..+ Senator Couzexs. In other words, it would mean quite & revenue
for them, wouldn’t it? T e DO
Mr. Vies. Yes; and I think there is a possibility of it. You have
Egyptian cotton reaching out into new markets since we have placed
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a tax on Egyptian cotton. They have gone into India in larger
degree, and are getting into continental Europe, into Germany and
Austria now. We have shut it out to a certain extent.

~ Benator Couzexns. In view of their great need for revenue, I mean
in these other countries, why haven't they put a tax on cotton and
wheat from us as you have suggested :

Mr. Vires. It would be rather difficult for me to attempt to answer
that question. , : ‘

Senator Connarry. I will say because it is food and clothing.

The Caammax. It is long-staple cotton that is used in automobile
tires, almost entirely, isn’t it} ‘ )

Mr. Viues. That 1s right. 'We use American-grown cotton to the
extent of about 75 per cent of our consumption, and the balance is
Egyptian ué)pers that we use on our truck and bus tires. N

nator SHorTrIDGE. Why is that? I mean, why do you use Egyp-
tian cotton for that pur, : ,

Mr. ViLes. Because it has a better staple.

Senator Smortrinee. Do you mean better than ours{

Mr. Vinzs, Yes, gir. . ‘

The Cramman. It is longer. ‘ ,

Mr. Vies. We told you at the time you had this question of a
duty up that we could not always rely on the uniformity and strength
of the American staple cotton. We now have a year earlier than we
thought was contemplated to test the uniformity and quality of the
American staple cotton, both California and Delta, but the Delta
particularly because that is the bi% tonnage, and it is lacking in
uniformi:g, and we are obliged to turn away from it and pay the
duty on the Egyptian cottor and use it. We must have that margin
of safety on the big tires. x : 3 L

The CraraN. You pay a duty of 7 cents & pound.

Mr. Vies, Yes, sir; we have to do it. : ¥ :

Senator Wamson. Well,. Mr. Viles, are you now trying to convince
Senator Shortridge that they can raise better cotton in Egypt than
in California?

Mr. Vizs. No, sir.. I would not again attempt to do that.

T Senator Snortrivge. Well, I will include much of the territory of
exas. 4 : |

Mr. Viues. The only thing I can not forgive him for is not real-
izing that undoubtedly the biggest manufacturing industry in Cali-
fornia is rubber. '

_Senator SrortrmeE. Yes; but for all that they are thriving and
giving us some revenue which we must have. . .

Senator Reep. It is probably because the climate of Egypt is bet-
ter than that of California. linuﬁhter.]

Mr. ViLes, Well, there is something in the matter. of climate.

Senator SrorTrmGE., That would be up around the Pyramids I

wwse you would say C S
" The Cramman. Have you anything else to present? - 4

Mr. ViLes. That is the end of the statement I had prepared.
- The Cuamman. Have you anything else you wish to say.to the
committee? o
- Mr, Vs, Now to summarize: First, as we tried to show in our
statement, the stocks of rubber on hand would preclude any consid-
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‘erable degree of revenue being derivéd for ' considerable period of
time; ' And, second, wa are quite fearful wf results to the industry
by its own action becausio of the 'variande in inventory position of
Iindividual manufacturers, - Aud next and us a.part of that situation
'you would brin¥' about an inerease in price by 10 per cent. ~And
with that variable position you cun imngine what that Jn'ica wituation
might be. © We du not know ourselves but we are very fearful.
enator Reep. What i« the wholesale value of the tires produced in

nnﬁyeaﬂ C ‘ C
-~ Mr. Vices: In 1981 it was about $425,000,000.° ,

Senator Reep. So that in order to realize & revenue of $50,000,000,
or we will say $568,000,000, from this source we would have to put on
;ti tax of about 12 per cent, I mean on the wholesale value of the

res. ‘ ’

Mr. Viues. That is right.

Senator Remp. In your judgment would that be a course prefer-
able to a tariff on the crude rubber? '

Mr. ViLes. Well, I do not know, Senator Reed, what viewgoint.
that would bring forth in the industry. I should like to have 24 or
48 hours in order to bring that out., In the first place, I think if a
‘tax of that sort were considered, then the manufacturer ought to
‘have & chance to weigh it as between the various sizes of tires, for
‘tires constitute the greater part of their sales, so as to consider some
‘graduated proposition, ‘ . 4 R
~ Senator Rexp, If we put a manufacturers’ excise tax of 12 per
‘vent on all tires, that, naturally would affect each size in proportion.
- Mr. Vies, Perhaps I did not make myself clear. What I meant
i8 this: You might very well want to ~onsider the Ford, Chevrolet,
and Plymouth as one basis. Then tires for the larger cars as another
basis, so as to distribute the burden s little more equally with respect
to the purchasing power which each class represents. We would
want to weigh it from that standpoint if that sort of thing were

‘pr%&med. _ ) C
e CHamrMaN. What is the difference in the matter of weight
between 2 Ford tire and a tire for one of the larger cars?
" Mnr. Vies. A Ford tire and tube of the present size, 5.25, will run
92 or 23 pounds. The tire of the size of 6.50 or 7.20 is the size for
‘the Buick, the Studebaker, or the Nash. :
"'The CuamrmaN. But what about the matter of weight?
~ Mr. ViLes. The weight would run about 40 pounds.
"~ The Cuamman. As against 22 or 24 pounds?

Mr. ViLes, Yes, sir, - ' :

- Senator WarsH of Massachusetts. What is the difference in price
hetween the two? | B ' B

Senator Reep, At wholesale? :

Senator Warse of Massachusetts. Yes. :

Mr. Vires. The wholesale price of a Ford tire is somewhere around
$5 or a little over. I am not very familiar with the prices of the
larger tires. | \ e
o tlmusm' Warsn of Massachusetts. Then the tax would be about 50
vents, |
* Mr. Vizs. That price would be as ‘against $18 or $20 for'a 6.50 or

7920 gize of tire.
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" Senator Kixa, Is there any propér relation between the pricés and
the weights of tires? ’ B A T

Mr. ViLes. How was thatf - bt

Senator Kina. Is there any ratio between the quantity'of rubbe
in a tire and'the price of a tive? o

'Mr. Viees, Noj I do not think so. A ‘

Senator Rexn. Obviously not, becduse on the basis of a'tax of &
cents & pound it would be about 30 cents for the tax that would be
imposed on each Ford tire. o ' o

Mr. ViLes, There is about 12 pounds of rubber to a tire and tube.

Senator Reep. You mean a Ford tire! ' ,

Mr, Vies, Yes,sir. They are ueing the same cross section on the
Ford to-day that was used some years ago vn the Cadillac.

Senator Reep. I am told thiat only about one-fourth 6f the weight
of a tire is rubber. R o ,

Mr. Virgs. That may be with respect to some sizes. The Ford

‘tire and tube to-day will consume about 12 pounds of rubber.
" Senator Sgormminge. Is the price of a tire measured by its weight!

Mr. Vizes. Noj; it is presumably measured from the standpoint of -
cost, although present-day prices of rubber would not indicate that
gostg had very much consideration. But that is presumed to be the

asis, \ ‘ "

Senator Conxarry. You use a different grade of cotton in the heav-
ier vehicle tires, ,

Mr. Vres, We use Senator Shortridge’s cotton in Ford tires.

~ Senator CoNvArLy. You use the more expensive cotton, however,
in the more expensive tires.

Mr. ViLes, Yes, sir.

The Caaikmax. Do you use the Texas cutton on Ford tires?

. Mr. ViLes. When we get to the high-grade tire we use the Missis-
sippi Delta cotton. R ‘
 Sehator SHorTRIDGE. And if Senator Harrison were here he would
raise the question with you as to lonf staple cotton in connection
with the Egyptian cotton, I mean his long staplé cotton. ‘

- Mr, Vies. He has already done that many times and vigorously.
ESenatOr SHorTRIDGE. And he claims it is just as goog as the

tian, ’ '
r. ViLes. Yes; I know he does.

Senator Couzens. I do not quite get your point as to a graduated
sales tax. Why would you graduate a sales tax on the low-priced
tire and not on the high-priced tire? i

Mr. Vives. In the event of a tax of that kind I am assuming that
you might want to distribute the burden more with respect to the
presumed income of those buying the tire. ' ‘

Senator ConvaLry. We object to that theory here,

. Sengtor Reep. What do you suggest as a method of raising this
amount of revenue if we were to strike out the rubber taxy

Mr. Viues; Well, of course, we have not given any thought to a
specific'tax on some of our goods. For instance, we have, since the
tax measyre began to take shape in the House, been in favor of .a

‘manufacttivers’ sales tax, really believing that that would be abso-
lutely sound and would distribute the burden’ more equitably and

fan
f

T

' B

.more generally than qny{‘p?her form of tax..
" 120874—828UP NO 22 R
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Senator Barxrry, Earlier in your statemeit you sald you have no
objection to a general sales tax but do object to being specified as a
vigtim of the tax. _

Mr. Viezs. That is right. ,

Senator Banxiey, Of course, that porition would be tenable where
there is competition in articles, or where there might be a substi-
tution of other articles for the article taxed. But in the matter of
rubber there is no substitution for the general use of rubber, there
is nothing else that could be used for tires or for the ordina
processes of rubber manufscture. 8o that it seems to me, unless the
pgr ﬁient_ v;ould be added there would be no difference in the matter
Q P, !'Wi ., '

r. V'xllim., We ure in competition with other materials.
- Benator Bargrey. You are not in éompetition with other inaterials
as to the manufacture of tires, 4

Mr. ViLes. Well, take one of the largest convertera of leather in
this country, who was talking to me only yesterday afternoon, he
said he was symdpathe,tic to a tax on rubber, believing that the price
of rubber would therefore be raised, and that that would have a

ood effoct on commodity prices generally, and would stiffen up
leather market, and that leather could then compete with rubber,
particularly in the footwear situation, or more successfully than at
the present time. At the present time they can make heels and soles
for shoes cheaper out of rubber.

Senator Barkrey. There is no competition in the matter of the
desirability as between a rubber heel and an all-leather heel. People
buy leather-heeled shoes if they are so made, but they prefer rubber
heels on their shoes because there is more reilien%v in walking. I
.do not see how much of the rubber business would be displace% by

leather, It might be that in the matter of certain wrappings or
insulations or t mﬁs of that sort & small amount of leather might
take the place of higher-priced .rubber, but for ordinary purposes
for rubber I can not see ahy competition from leather, although it
mt?i be ignorance on my part. L | o

r. Viues, Well, there is no competition from other materials so
‘far as tires are concerned. But in all our other lines we are having
to contend with severe and constant competition from other materials,

Senator SHortrIDGE. If the gentleman will pardon me for a
question: You say that the lung-stafle Egyptian cotton is superior in
quality to the Mississippi long staple? -

Mr. ViLes. To any other long-staple cotton.

Senator Seortripee. Doubtless you have studied the problem, but
(o you attribute it to the soil, to climatic conditions, or does the
element of irrigation enter into it? Or is it some particular variety
of sced that is glanted in Egypt? Or to what do you attribute the
superiority of the Egyptian cotton?

’ nator Barkrey., Now, don’t give away your secrets to California,

Senator SnorTRIDGE. Just tell me to what you attribute it,

. Mr. Vies, Personally, I have never watched the growing of lo
_staple cotton, nor have I personally investigated the growing o
_Egiptmn cotton in its native heath. All that I can reﬁzct to. you
i§ the general opinion of the industry. that the combination of soil,
‘climate, and general Egyptian environment produced by conditions
there, gives a staple that maintains uniformity or strength and

. '
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smoothness for the entire length of the fiber and to & greater degree
than the American longs-stup ecotton. ‘

Senator Suorrripor, Say, an inch and an eighth{ : .

Mr. Viuzs. Yes; an inch and an eighth to an inch and thres-eighths
and up to 2 inches is a groximately what they use mostly., Thread
makers use an inch énd five-sighths, |

The OramrmaN, What did you say?{

Mr. Vies. I say an inch and an eilghth and an inch and three-
oighths is the range. For tires a little above that, but very little,
The most of the long staple above that the fine goods and thread
makers use. We use more than 50 per cent of the total Egyptian.

Senator Smortainar In other words, if we were to take the same
kind of seed that is pin..' <1 in Egypt and plant it in Mississippi, yet
for some reason the Eyyptian long-staple cotton is superior in the
elements mentioned to the Missiasippi cotton, ,

Mr., ViLes. The nearest approach we have to Egyptian was Sea
Island, which as yon know was destroyed by a bug of some sort.

Senator Georok. And the boll weevil. 4

Mr. ViLes. And we have not been able to use it since. It is our-
purpose to use American cottont all we can. We have brought it up
from 30 per cent to 75 per cent, and if we were able to be sure o
the staple we would not buy a pound of foreign cotton.

Senator SnorTRIDGE. The 7 cents a pound on long staple has not
robbed the users of long staple, has it? And it has brought con-
siderable revenue to the Government. ‘ :

‘Mr. Viues. I do not know how much, but imports fell oft very
sharply. In the first place. realizing that you were ioin to take
that action, we bought’ considerable cotton, and then the depression
hit us and we used less of it. But we are now beginning to buy
again. I think the question of revenue has to be proven by the
amount we have to buy within the next 24 months.

Senator Warsow. ‘I suppose if you relied on your present supply
and consumed it »ll within the next year, without importing any
within the next year, that when you went to buy your tire supply
you would find the price raised quite a bit? : g

Mr. Vires, That 18 right. '

Senator WarsoN. You could not let an industry like that go on
without some supply on hand, could you? ’

Mr. ViLgs, Oh, no. You are speaking of rubber now?

Senator Warson. Yes; I am epeaking about rubber, too.

Mr. ViLes. Yes; that is very true. Not only that, but if we draw
on our present stocks without replacing them, then later on the
traders in the commodity in London and Singapore and Amsterdam
are certainly going to hold it up for the périod when we do have to

ave it, . ,

The Cramrman, Is there anything else that you want to present?

Senator Connarvy. If we wanted to keep this tax on, and if we
also wanted to put an excise tax on domestic rubber, what rate would
do that, T mean in order to equalize it? ‘ B
Mr. Vires. Do you mean to equalize the tariff? ‘

‘ ,hnaﬁor ConvaLLY. Yes; in order to equalize the stocks already
on hand." o ‘ o o |
Senator Rerp. It would be 5 cents a pound.

AR P
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* Benator Conxarry. But tirex are alrendy manufactured. You do
not sell raw rubber, do you? ... . . -
Mr. ViLes, If you wanted to bring about absolute parity of condi-
tions s between munufacturers, you would have to make your tax
’apglidable. to existing stocks of rubber in this oomxt?'.‘ S S
enator ConnaLLy. And how would you do thatf . .
Mr. Vives. That would be if you wanted to start from scratch.
- Senator Conyarry. And that is what I am talking about. What
rate would do thatf o
© Senator CovzeNs, A manufacturers’ snles tax. ’
Mr. ViLes, If you tax crude rubber on the basis of b cents a ]i)ound
for imports, and you wanted to equalize conditions in the industry
by taxin the rubber immediately ut hand, I can gee no reason why
you would not go to the same basis. .

Ser'mtor Couzeng, Is the most of the rubber on hand in the raw
state? . ‘
Mr. Viees. Yes; all of it. I have made no reference to rubber in

rOCess. ‘ ,
P Senator Warsu of Massachusetts. Is there any deterioration of
rubber in the raw state!

Mr. Vrixs. It would keep for years unless exposed to sun or mois-
ture. It is kept in dry stovage. :

Senator WaLsH of Massachusetts. Then they can stock up indefin-
iwﬁ' or to their capacity if they want to.

r. ViLes. Yes, sir. ‘

Senator SHorTRIDGE. And the rubber comes principally from what.
countries ?
- Mr. Viues. From Malay, Sumatra, Java, Ceylon, some from French
‘Indo-China, 214 to 8 per cent from Brazil and Africa but mostly
from Brazil, )

Senator Warson. Have you in mind any kind of tax on manufac-
tured rubber products that you could propose as a substitute for this.
tax we are levying and that would be less burdensome to your

industx;gi
Mr. ViLes. Why, you could place a tax on tires. What &ou really
mean, I take it, is to get a better vehicle for carrying the tax?

Senator WaTson, Yes. -

Mr. Vies. You could put & tax on tires, but I am speaking for the.
industry, as their servant so to speak, and I do not feel that I can
reflect their opinion on something they have not considered. Speak-
ing personally, 1 would sqi; you could take tires, and there are ap-

. proximately 50,000,000 units produced, and a tax per pound or per-
tire produced could be considered, and then it could be estimated
as to tl‘xie kind and amount of tax necessary to produce the revenue
required. :
enator Reep. Would a domestic excise tax on all vubber goods,
-or I'mean goods made of rubber, at the rate, say, of 5 cents per poun
:of crude rubber content, be workabley - ,

Mr. Viies, It probabfy could be workable, but when we speak of
crude rubber content then you get into s'omething that would take
.the Bureau of Standards and the Deﬁartmen‘t of Agriculture and
‘almost every other department down here in Washington to work:
it out. ’ : L

Senator Warson. Well, we don’t wﬁnt to try that.
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Mg, Vs, On finished goods you would have to gowew .,
Sénator Courmiva (interposing). But you could not tax the re-
claimed rubber, could you SR T
Senator Reen. Oh, yes, Why nott - - PR
Senator SHortrRoe. You tax refrigerators and why not rubber?
he Onamman, What would be your opinion as to the best mode
of raising the antount of money. we want to raise, to place a tax upon
the manufacturéd tire or on the rubbsr as we have already done
itatmmuch%rﬁoundﬂ L N LI
‘Mr. Vies. Well, if that forin of tax were to be levied, I' would
. think it more feasible to tax the units. g o
Senator Lo Foruerre, Ruther than to put it on & pound basis!?
Senator Reeo. Why not put it on & value basls? .+ . = -
Mr. ViLes, Anewering Senutor Lu Follette’s question, I will say
that unit and pound are the same thing in my mind. © .
Senator La Fowverme. For instance, the average tire, ag I. under-
stand it, weighs about 22 pounds. CL
Mr. Vines. A little mnore than that. NS
Senator La Foruerme. You could probably figure out a pound tax .
" and base it on the weight of thetire. . . - . . .
Mr, Vices. We could come quite near the correct average, and
then could take 50,000,000 units and show what that would produce
and it could be put on a pound basis. Or we could take the b ,000.00(;
units snd by the application of the amount per unit arrive at the
total amount you are looking for. : o
Senator Reep. But if you limit it to tires only you exclude 20 per
cent of the rubber. L C
Mr. Viuee. Yes, sir. In that case you have such a variety of
articles; you have everything from surgecns’ gloves to the long
and wide belta. Then you would have to go to the percentage on
price. - - L : A
Senator La Fourrrre., The only reason I wanted to. get your
reaction on a pound basis was that it would, to a certain extent,
meet the objection you had made before as to a definite tax on differ-
ent sizes of tires, would it not? < .
Mr. Vies, Yes. . P
Senator La Forrerre, In other words, the smaller tire weighs legs
and pays less taxes. L -
Mr. Vmes, It would be more evenly apportioned to the purchases
on that basis than otherwise. AR Ce
Senator Suorrripee. Do you mean on the poundage basis? . -
Myr. Viurs, Yes, sir. T S
The Cramsman, You would prefer that to the way we now have it?
Mr. ViLes, Yes, sir. 1 L e
The Cramman. Well, would it be just to all menufacturers mak-
ing different sizes? Take the Ford tire and then take the bigger
tire, would it be just to both to have it placed on the manufactured
tire? Or which would receive an advantage, if there is any advan-
tm tot yut the tax upon the manufactured product or upon the raw
uc :
Senator Warsk of Massachusetts. He said it should be placed. upon
the manufactured article. =~ . S
+ Mr. Vies, Either & percentage on the price or a rate per pound
as has been discussed by Senator Lz Follette. With .a' basis of n rate
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per pound if the Ford unit, we will say, has u total weight of 24
pounds, and the bigger units 40 pounds, obviously the bigger owner,
who is presiimed to be more able to pay, would. aa' & greater price.
Is that what you had in mind, Senator La Folleite g

Senator La FoLuertn, Yes, 4

The Cramuman. Could you say offhand the number of pounds of
tires manufactured in the United States? .

Mr. Viues. We produced last year approximately 50,000,000 units.

The Crammsan. And a unit is what! . '

Mr. Vrues, I should say that the average weight of the 50,000,000
units, and of course there is a little difference of opinion about it, is
about 98 pounds per unit, | :

Senator WareoN. What do you mean by & unit?

Mr. Viues. One tire, . -

Senator La Foruerre, It in estimated that this proposed 5 cents
on il;iportad rubber would yield $55,000,000, is that right, Mr. Bea-
man L

Mr. Beaman. It is estimated as $58,000,000. )

Senator La Forrerre. Did you take into consideration the amount
of such rubber now here and on hand? :

Mr, Bramax. I had nothing to do with it, Senator Lu Follette.
The Treasury Department, I believe, stated that.

Senator La Foruerre. Well, did you take that into consideration ¢

Mr. Parker, They figured it out on only importations for the last
.thre;e years, and then subtracted the rubber that was exported out
‘again. s :

Senator La FoLrerre. Do your figures indicate the weight of the
tires including the rubber, or in other words, the total weight of the
g:b:)::' used in the manufacture of tires last year in the United

fa .

Mr. Vires, I have such figures but they are not available to mq
now. If you wish them I will be %zad to submit them.

Senator La Foruerre. Would the 5 cents equal, you think, the
amount estimated to come from im}?osing this so-called tariff duty?
In other words, would it be about the same thing? . :

Mr. Vies. Well, on what we estimate would be the consumption

for 1982, or 340,000 tons, it would run about $38,000,000 if it were
ap licable to the entire tonnage. ,
*Senator Couzens. Would you get a more immediate result by put-
ting & 10 per cent sales tax on tires than by a tax of §:cents per pound
on rubber based upon the Oggures you gave just now? In that case
it would bring about $45,000,000, and now you say $88,000,000 at 5
centse pound, . . B |

The Cramuan. Here are the figures for casitigs and inner tubes,
and i€ shows inner tubes 70,855,455,

Mr. Vives. That was in 1927-28, ' o

Senator La Foruerre. You estimate 50,000,000 casings for 19324

Mr. Vies. Yes, sir.

The CramrMaN. You are short, then.

Mr. ViLes. Yes, sir.

The CrammaxN. iTow many tubes do you estimate this year?

Mr. ViLes. About. the same (%'obably as tires, |

The Crammax. About 55,000,0009 :

Mr. ViLes. Yes, sir. :
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Senator Rewo, I received a letter from the president of a Petin-
sylvania company to this effect: There are 40 or 50 factoriés, some
of them very large, that reclaim rubber from scrap tires and' other
rubber scrap. These factories at present are practically closed down
on account of the low price of crude rubber. The result is that a
large number of men are thrown out of employment. Millions of
dollars of scrapped tires that ave usable are going to waste. A duty
even of 5 cents a pound on crude rubber would start these factories
up, thus giving emi)loyment to a great many men. I take it, there
i8 no doubt that is the case. o

Mr. ViLes. To some extent. : B
. Senator Rxxn. That a tax on a competitive article would result
in making this article more in demand. A

Mr. ViLes. By the same token you have a productive capacity in
reclaimed rubber owned by manufacturers of rubber goods, who sim-
ply did their own reclaiming, and who have large investments in
reclaiming plants that they are not running, and as to which they
are taking a loss on their capital investment.

Senator Reep. You can not reclaim rubber in competition with 8-
cent crude, can you{ o B

r. Viues. No, sir; although. we will continve to use a large
amount of reclaimed. We used 125,000 tons in 1931, because re-
claimed rubber supplies certain qualities to rubber goods. There are
compounds that are adjusted and proven on that basis, and we hesi-
tate to interfere or change a compound producing satisfactory re-
sults, because it is a very dangerous thing in a rubber piant to change
compounds except after most thorough tests. And then things may
go wrong. We have had tires and other articles as to which we have
changed compounds, and as to which we were dead sure they were
right, and as to products brought out after very rigid tests both in
our laboratory and on the road, and then difficulties have come out
that cost us millions of dollars, and almost the reputation of ‘some
of the companies. So that you can see that out of a total rubber con-
sumption of 846,000 tons, with 35 per cent of consumption of re-
claimed rubber even at very low prices, that reclaimed does fill a
spot and can not be wholly eliminated in spite of price. And it isa
protective material against exorbitant prices for crude rubber. 'As
to the matter of employment, a great tonnage of reclaimed can be
produced with very few employees. I -

‘ Sem%tor Barkrey. How long can rubber be stored without deterio-
ration ' '

 Mr. Viugs. Oh, I have no idea. We have rubber in New York
now that is in good condition, and I should say it has been there at
least three or four years. - '

Senator BargLEY. There is some deterioration, I suppose.
~ Mr. Vies, A little bit. It may become a little bit mildewed if
there is any moisture or any exposure to the sun. But we handle
that much better now. It is packed much better than it used to be.
It is packed much better at the primary markets, '

Senator SrorTrIDGE. In what shape or bulk is rubber marketed f

Mr. ViLes, It is usually in boxes, veneer boxes weighing about 220
pounds, I should sey about 20 inches square. It has iron bands
around it, and also it is put up in bales under pressure and wrapped
with burlap. And they are now making a paper that they are try-
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ing to use.. When wrapped in burlap it means that rubber has to
be heavily wrapped in sneets of paper and hewil?v talced, and soue-
thin‘ﬁ put inside the burlap so that it will not get into the rubbey and
entall expense of getting it out a?iin. 1

The OHataman, Any elool . _
_ My, Viuss, We had expected thiz afternoon, and they may be al-
ready here, three or four executives from our very large companies,
or at least they are on their way down here now and were expecte
to be here by this time, And I could reach about 80 per cent of ouy
industry by telephone to-night. If the committee’ wishes us to con-
sider some other form of tax to produce an equivalent amount of
revénue, if we can have overnight to think about it, we will see
what we can recommend, ‘ ‘ , L R

_Senator Rexp, Might I make & suggestion to you now for your
congideration in that regardi | .

Mi'ﬁ Vm Yu ih's : ‘ : ' ‘

Senator Ruxo, 1 am impressed by what you say as to the absence
of revenue while this very big supply is being used up; and I am
also impressed by what you said as to a retsliatory export tax by
soms rubber-producing countries, although they would have to have
some agreement between them. i_! one country put jt on, that coun-
try would lose business. But these things ought to be taken into
account. It cecurs to me if we could get the same amount of reve-
nue and get it from the very beginning it might be done by putting
a domestic excise tax on, of say, 10 jper cent on the manufucturers’
sales price, and on all articles containing rubber. Will you ack your
friends to think that over! L . o

Mr. Vitze, Yes. Our total business last year was about—and you
are talking in dollars and not in we(iight. ,
~ Senator Reep, Yes; in dollars and not weight.

The Cramman, There are about 140,940,480 tons, and you can
figure that out. : ‘ , ,
. Senator SxortRIDGE, That many tons heref

The Cyramsman. Yes; and long tons. ‘
~ Mr. Vs, Our total sales ap'proximated $700,000,000 last year.

Senator SHorrmpor. On tires?

Seriator Reep. Nos all forms of rubber.

Senator Guoraz. That is the wholesale price? | |

Mr, Viues, Yes, sir. L L Lo

Senator Rzen, Then 10 Fer»oent is too. high, I should say 8 per
cent would be more suitable,

. Mr, Vs, Seven to eight per cent, assuming that we get approxi-
mately the same volume of business. - Co

Senator Rezp. You understand there are a number of us.on this
committee, but unfortunately a minority, who do not believe in sin-
gling out any particular business for this kind of punishment. But
the committes has refused to adopt a general manufacturers’ excise
tax of 1 per cent, and. the result is that some industries are being
singled out for especially severe taxes. I do not mean by offering
this suggestion to gay that I like it, but we are forced to the necessity
. of raising the revenue. , K ; Co

Senator SmHormaes. But 8s between an excise tax and. this so-

called tariff tax, which would you. prefer, Mr. Viles{
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 Senator Warsur of Massuchusetts: He said he wantbd to think that

over, ' o St orbte v
bgﬁ' ;V’;ims. T éhould like to have until to-morréw orning’to think
about it,’ - ‘ S P
Senator La Forvwrre. I assume you will also consider the ides 'of
either & unit or a per pound tax on tires. - R
Mr. Viuxs, A per pound tax on tires or a percentige ‘tax on total
sales, one or the other, e
Senator Wavrsu of Mussuchusetts. Lét us hear the executive heads
of the companies. =~ = - et :
. Mr. Vizzs, There are not here yet. They were to come to Wash-
ington by airplane, but I understand have met with bad weather. -
enator Smorrror. We might give them a hearing to-morrow,
Mr, Chairman. ’ o S
"The CrammaN. If they will be here in the morning.
Mrv Vma All I‘ight. " ‘ ' ) " ' .
Se;nfhi:' Suormrinar. Let us hear them here to-mofrow morning at
11 o’clock. ‘ L
Senator WaLsst of Mussachusetts, I move that we do now adjourn -
until 11 o’clock to-morrow morning, N
The Crrarrman. I uriderstood that there is another gentleman pres-
ent who would like to be heard. If he will come forward. ~  *

STATEMENT OF EDGAR BROMBERGER, REPRESENTING THE
""" BOBERT BADENHOP CORPORATION, NEW YORK OITY . |

Mr. Bromeeroer. Mr. Chairman and gentlemen of the committee,
representing an importing house that imported last year approxi-
mately 7 per cent of the rubber imported intv thig country, in the
main we indorse Mr. Viles’ obf'ectiom to the import tax. '

Answering Senator Connally’s sugyestion about an éxcise tax o

the crude material already in this country, I might remark that
although there is a supply more than what is required for the esti-
mated quantity of consumption,: yet it is not finally ‘distributed
among the manufacturers. So that we have two situations that
might arise on an excise tax on the raw product alread¥ here: K
irst, because of the uneven distribution of the availabie supply

in the country a tremendous burden would be laid #pon these com-
panies that have stored up a large amount of crudé material.” -
Secondly, and our next ob{ection to the tax is, that because of th¥
uneven 'distribution of available rubber in the country, the large
manufacturers might advance the price of their tires only 2 cents pe:»
pound on the raw material, thereby still underselling the smallér
companies whose credit is good but who unfortunately miglt not
ha‘:(e been in the strong cash position of some of the larger organi-
zations. ' e e
~ And the result would be that the lar%:s nuraber of small factories
that have been compelled as we know by orders to buy on advice,
might be forced to the wall because of the fact that the larger organi-
zations can undersell them because of having an available-supply.
So that the situation would not be cured with an excise tax on the
raw product, for the reason that-I do not believe the larger compa:
nies would be able to stand that excise tax. -~~~
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I sgree with Mr, Viles that a tax on rubber at this time would not
produc the amdunt of reverue, or anywhere near the amount esti-
mated by the department. There is. this large su zly of rubber
probably for 14 months in the country. I assume that the bill carries
with it some uﬁmmt of the tariff on manufactured articles, so
that our labor situation would not be placed at diudvantuﬁ—-—-

- Senator ' Itrguh @ duty of 5 centa a pound on the rubber con-
tent of imported articles. o
- Mr. Brounxnoxn. The retaliatory feature emphasized by Mr. Viles
is very importaiit, beoause it is an element which was lafely consid-
ored £ varlous fﬁ?ﬁ? countries, as I am advised, and which had
been discardedj but Irom the Benator’s telegram from London I
infer it is again gontemplated to put this export tax on rubber.

I also agree with the principle that crude rubber, being a product
not grown in thls country, ought to come in tax free in its raw state.
It is not like copper or lumber, where we have our copper mines
which we might protect against, say, the Rhodesian «F uct, or our
lumber which we mlght protect against fom‘ign producta.

. If there is to be & tax at all on rubber—although to some extent a

sales tax has beln anatheme~it would appear that a sales tax of a
fair amiount on the manufactured product would be lees burdensome,
would be less chloulated to disorganize the industry both from an
import:gg‘ and & manufacturing standpoint, would put the smaller
manufscturer off & parity with the larger manufacturer; would not
&analiné the smallsr menufacturer by virtue of the fact that althou

s credit is good, he is not in position to 'ln{ bir these large supplies
of rubber, and would result in & more equitable distribution of the
burden; although of course we do not agree that any one industry
ought to be singled out for & sales tax.

cgonb%“ i‘orYQhe importin%hmeam in question, Robert Badenho
& Co., of New York, we feel that an import tax ought not to be lai
on the orude material. , :
. Senator WarLsuw of Massachusetts. I assume that some of these
industries, the smaller ones particularly, have very limited facilities
for storing crude rubber, and therefore must buy it frequently in
small quantities? - ‘

- Mr, Bromeeramm, They must buy from hand to mouth because of
their limited storage facilities and also because of their rather limited
cash position. They are mostly western, southern and some middle
western concerns,  There are just a few rubber manufacturers who
have a cash position enabling them to store large amounts and money
to pay the neeesair{g:rrying charges on that rubber. It is not alone
the price of the rubber; it is also the interest charges and carrying
and storage charges and insurance. . L

. Senator Warsu of Massachusetts, Do you think there is any
dailfer of these foreign countries retaliating |

. Mr, BROMBERGER, ator, I think you read the cable or telegram
from Londonee ' L :

Senator Wavrsit of Massachusetts. Have you similar information{
~ Mr. Baoueerazr, We have fears. We have not had time to get
the foreign reaction, but I will say that, speaking to Mr. Badenhop

rday, he emphasized the point of retaliation very strongly.
ause the plantations are in bad shape, as it is, with the price o
rubber so low; and the foreign countries will na‘urally'fee that if
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the American Government can l'i’ an import tax of 5 oents on
rubber they can lay an export tax of at least a similar amount on the
same product, In other words, if our purchasing public are willing
to pay & tax of § cents, they probaby will not mee any reason why
thg;ou’: not stand a tax of 10 cents. : S

nator Bankiwy, The more burdens they put on it, either by
retaliation or othsrwlse, the less rubber they would sell

Mr. Bromsmasr, Not necessarily. We will still have to consume
rubber at some time or other. o

Senator Barxity., But we might not consume as much. We might
utilize old rubber more. :

Mr. Brousexorr. But, Senator, in order to utilize old rubber, you
must at some time or other have the new rubber, which will deterio-
rate into old rubber. : ' L

But further anaswering your point, I assume that the concern of
the Treasury Department and of the Senate and Coi at the
moment is for immediate revenue. I do iiot assume that you are so
vitally concerned at this moment with revenue two'years from now
whiﬁtlli;pin bé taken up and considered carefully during the next 19 .
months, L -

Senator Suowtriven, An excise tax, however, is. preferabls from
a revenus-raizing standpoint? . \

Mr. Bromseroxr. It would seem so. ‘ o 4 «

Senator SmorTRinae. In view of the large quaatity of rubber now
on hand, and there being no necessity for importing for at least a
year, we will say? :

Mr. Bromarnoer, 1 would say, Senator, that an excise sales tax
laid on the manufactured article, either ad valorem or based upon
the pememse of rubber used in the article, as Senator La Follette
has im 'g‘e“t“‘ , might be more equitable if any one industry is to be
singled out. o

enator SuorTmiper. In other words, the large companies that
have on hand this quantity of rubber would pay the excise tax?

Mr. Bromsrrarr, When theg‘ manufacture it. :

Senator Snorrmivar. Yes, The small concerns, having little rub-
ber on hand, would still look to the im%m‘ Therefore the small
concern would prefer an excise tax to an import tax?
~ Mr. Bromseraer, I should say so, Senator, ofthand, without hav-
ing had an opportunity to think it over ver careful'ly. But I as-
sume you have in mind a sales tax levied on the manufactured prod-
uct and not on the raw stock on hand{ : , 4

Senator SHORTRIDGE, Yes.

Mr. Bromeeroer. Because if that were done, I think that many
of our larger manufacturers would find themselves in serious finan.
cial difficulties to meet the tax. . o

Senator Reen. We have no constitutional power to put a tax on
the rubber on hand. We can only tax the sale of it. We could not
put a tax on rubber in the hands of the large companies. -

. Mr. Brousencer, But 1 do not assume you will tax the sale of
crude rubber. You have in mind taxing the manufactured article?

Senator Rexn. Oh, yes. - \

Mr. BROMBERGER. In the first place, seeking to help out the situa-
tion, and viewing it from the standpoint of increased revenue, which,
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after ‘all, s what we are all hoping for—a balahiced Budget—1
should say that & wales tax of a'fair amount on the manufactured
article would yisld a greater %nanma than any other possible source
becsuse if you &re g}?mg. to levy o sitles tax ofi the manufactu
article, as Mr. Viles has sald, the lgmﬁﬁate amount of value of the
manufactured aiticle is greater than the aggregate value of the crude
material. Thersfore, if you levy & percentage o the lmFer siount.
you naturally will get a greater income than if you levy a per-
centage on the smaller amount, unless, of course; you make your
percentage on the smaller amount out of all proportlon, which 1 do
not assume therd is nnx disposition to do. ST
. Senator ' Bargiey. Assuming that there are 12 or 14 months'
wupply on hand #énd that the average supply on hand usually lasts
six or seven months—that would be a fair average, would it not{
* Mr. Bromoeatoss, Yes. o
Benator Barxiaiy. (continuing). Do you think thefe would be any
delsy beyond thit period in the collection of & substantial amount
~'vevenuel In other words, they would not consume the whole 14
months! supply before they would begin to buy moref .
Mr. BrompexGin. Senator, I should say that with the rubber that
in possibly ufloat or the rubber that can be landed before the effective
date of this measure, which has still to ﬁo‘into sonference and pass.
both Houses, I should say that theve will be in this country, -bF the
time this' measui® becomes effective, enough for approximately 18
to 20 months’ supply, and I do not think that the Tressury Depart-
ment will begin to receive an appreciable amount of revenue out of
an import tax levied on rubber duting this next fiscal year. =
- Spnator Smorinmme. Are you an importer speaking for importerst
- Mr. Broupemézn, I am speaking for one importer who imports
about 6 or 7 per cent of all the rubber imported into this country;
that is, he did last year. » :
" Senator Smorrniooe. I take it that the importer of rubber does not
want a l;vthiug in the nature of a duty placed on rubberf
Mr. Brompenoer. No, sit. Let m~ say this;, in answer to that,
that under our contracts with our customers the importer generall
is ‘protected becsuse the contract gmvides that the purchaser shall
ﬁ?} any tax or duty; and in speaking to you Senators here to-day,
rt Badenhop & Co. is not actuated by any selfish motive, be-
cause the firm does not stand to lose 1 cent, nor does the importer
nerally stand to lose 1 cent, because he just passes it along under
is contract. But we feel, in the interests of the industry generally
that an import duty, aside from its lack ‘of value in raising an
:m)raciable amount of revenue, would also tend to demoralize the
- industry' and posibly result in retaliatory meusures on the part of
foreign countries, ‘ o ) -
- Senator Suorrrver. So that this proposed import duty will hit
the smill concern first, with a harder blow, than it will hit the larger
concerns who have a large amount of rubber on hand? - . :
~ Mr. Bro¥sxnarr. T should say so, Senator, because the larger con-
cern had the cash available to buy, and the smaller concern had good
grecéit, enabling it to buy futures, but did not:have the dash to pay
gpot. - o S AR I O
- Senator Saortrmoe. I see your point clearly. -



REVENUE: AQT: OF 1082 23

FURTHER STATEMENT OF A. L. VILES, NEW ¥ - REPRESENT-
.o ING THE nmmmwmﬁm&n’mmmv e

~ Mr, ViLgs. I regret very much that we are not in position this
morning to offer to the committes any plan of & sales or excise tax
directly applicable to rubber goods. We have not had time to con-
sult with a sufficient number of members of the industry.to bring in a
msiority opinion. Wa felt unless we could do that it would be rather
fut lédin so far as giving any real opinion to the committee is con-
cerned. L .
We can say, as I stated ou:dyesterdny, that undoubtedly a very sub-
stantial majority of the industry have favored since .its inoception
and continue to favor a manufacturers’ sales tax. As to that we can
state the industry would be in accord. .
With. respect to any form of excise or specific sales tax on rubber
oods in lieu of a tax on crude rubber, we are not in position, owing
p the short time and the large number of people in the industry, to
oontact with onough of them to give you a maﬁarity opinion,

The CramruaN. Do I understand that you prefer to wait until you .

o&h agree upon some programf{ . _

Mr. ViLes, If we could have a little more time; yes. We realize
what & ghort time the committee can give us, and regret that we are
not ready at this time.

The Cnamman. Do you think you would be prepared by to-mor-
row morning? :

Mr. Viues. Yes; I think we could be prepared then, We could
certainly then do a very much better job. ‘

The Cuamyan. Suy to-morrow morning at 10 o’clock o

Mr. Viues, Yes; we think that would be vary helpful to us, if
that is agreeable to the committee,

The CHammAN, I understand there are some who are opposed to
the proposition. Is there anyone here now who desires to speak in
orpoaitxon to.the tax proposed by the committee and who have not
already spokent i .

Senator Reep, Do you mean in opposition to the tariff §

'The Cuamrman. Yes.

Senator Reep. I think they are all opposed to that. .

The Craieman. But I thought there was one party who wanted
to be heard about the matter. \

Senator Reep. Aren’t we all very well convinced that this tariff
is open to very serious objections, and particularly that we would
practically get no revenue from it during this year?

The CHairman, I think the committee is unanimous on that.

Senator Gore. That would be true if you did not put an excise
tax on that which is already here. :

Senator Reep. Yes; but we can only put an excise tax on the
sale of the product, and that means a tax on the sale of articles con-
taining rubber. Take the supply that is held by the United States
Rubber Co., and they are not going to sell it as rubber but as tires
or .rubber gloves or something of that sort. So we would have to

ut an excise tax on the sale of the article, If we are going to do
,hat& then that is all we need to do and do not need to put on a
tal’i . !

Y
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The Cnamman. I think that would be about the only way we
could do it under this bill that would be safe. 8o I think that is
the policy of the committee.

Senator Rexp, Mr. Viles is just like the automobile people; he ob-
jeots to an excise tax on his product when something equally inno-
cent does not have a tax.

Mr. ViLxg, Yes, sir,

Senator Warsst of Massachusetts, When ly"ou get away from tires,
would it be possible to put a tax upon rubber goods without put-
ting a tax upon substitutes used{

STATEMENT OF 8. M. JETT, SECRETARY B. ¥. GOODRIOCHE RUBBER
00., AKRON, OHIO

Mr. Jerr. The yubber industry is opposed to putting a special
tax on rubber products. So far as any estimate I have seen is con-
cerned approxngataly a 7 or 8 or 10 per cent sales tax on tires
would be ired in order to bring in the revenue which you gentle-
men demand, and would be a tremendous burden. I do not think
there is anyone in the industry who would favor a special sales tax
on the finished product. 4

The Crax:wax. What class of goods do you manufacture?

Mr. Jerr. All classes of rubber goods, probably as diversified a
line of products as anyone in the industry.

Senator Rerp, What is your company¥.

Mr. Jerr. The B. F, Goodrich Co:

Senatow Couzens. Mr. Chairman, is this geing into the record
or ig it u private conversation?
The CHamMan. It is goingﬁnto the record. What is your name?

Mr. Jerr. My name is S. M. Jett. I am secretary of the B. F\.
Goodrich Co., Akron, Ohio. |

Senator Couzena. I do not see any need for special haste in this
matter 8o long as it is going to be put in as an amendment. We
could offe. such an amendment within any reasonable time.

Senator Gore. Yes; we better take several days rather than make
a mistake. -

The ‘Cramman. Well, gentlemen of the committee, we are here,
and I thought we would like to hear them while they are here.
Can you gentlemen be ready by 10 o’clock to-morrow morning§

Mr. Vires, Yes, sir.

Senator Rexp. Would you favor a uniform manufacturers’ excise
tax on all products? |

Mr, Vies, Yes; on all products. |
- Senator Reep. éay 1 or 115 per cent{

Mr. ViLes. But not a specialized tax against any one industry.

Mr. Jerr, And I think the proposed tariff on rubber will not
raise this amount of revenue,

Senator Warsu of Massachusetts, I understand that your com-
p?nyblll)leanufacturea something like 80,000 different products made
of rubber. o :

-+ Mr. Jerr, Yes, sir.  We cover the entire field. ,
* Senator WarLsn of Massachusetts. And you have plants all over
the world ? ‘

Mur. Jerr. We have plants in a number of foreign countries.
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Senator Srortainux. Where is your main office

Mr. Jerr, At Akron, Ohio. That is our main tactory. But we
are & New York corporation, and our statutory office is in New York
City, but our mnti executive office is in Akron, Ohio.

enator Couzews, In other words, I understand that you favor a
general sales tax of 1 or I?Ager cent on all surgical supplies, such
as rubber gloves and housshold articles.

Mr. Jerr, T did not mean to state that. I meant.to state that I
am opposed to any tax thai singlee out any one industry, such as
the rug)l?er industry or any other industry. o

Senator Couzens. I understand that, ‘but I asked you if in liea
of that you propose and are in favor of a general sales tax{

Mr. Jerr. Yes, sir; covering all articles, not rubber only, but all
articles, :

Senator Couzens. But that would include all rubber surgical goods,
all medical supplies, all household %md : .

Senator Reep, It would not include medical supplies.

Senator Couzene, Why not .

Senator Remp. The one I offered excluded all medicines. But
rubber goods would not be medicines. _ .

Senator Couzens. Noﬁ or hot-water bags or things used in sick
rooms, they would be included in such & tax.

Mr. Jerr, I would not object to a general sales tax with reason-
able exemptions such as you might find it necessary to make,

Senator Suortnroce, Such as food and clothing.

Mr. Jerr. I think those should be kept at a minimum, and the
fewer the better. I would not be in a position to say what should
or ghould not be included in the way of exemptions.” But under a

eneral sales tax there is nothing which we malke that T would ask
0 be exempted. \ o .
' ;a"Cmunum. Does anyone else care to say anything at this
time ’ -

STATEMENT OF OHARLES A, STILLMAN, VIOE PRESIDENT OF
THE GOUDYEAR TIRE & RUBBER (0., AKRON, OHIO

Mr. StiLman. So long us we are going to have some respite and
be able to present the matter to-morrow morning, I do not know
that we care to be heard to-day, exceYt merely to say that we are
in favor of a general manufacturers’ sales tax for industry generally,
and further that we are very much opposed to a tax on the rubber
content of products. We see practical objections to it, it would
be almost impossible to figure it out, and the amount of work that
would have to be done in order to get the tax would be something
tremendous, and we see many obstacles to the plan of a tax on the
product. If there is to be a tax, and we say this under protest, an
Import tax on crude rubber could be made workable.

r. ViLes. In view of the committee’s generosity in giving us a
little further time, I take it we can go now and that there is no
need for giving any further individual opinion.

Senator Reep. Let us start to-morrow morning at 10 o’clock as
we have other committee meetings starting at 11, ~

Mr. ViLgs. We will be here to-morrow morning. ‘

The Cuamman. Very well. The committee will now stand ad
journed until 10 o’clock to-morrow morning.
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FURTHER STATEMENT OF A. L. NEW YORK, REPRESENT-
~ ING THE RUBBER MANUFACTURERS' ASSOOIATION . :

Mr, ViLes. I believe we can do that very readily. In addition to
:‘what we have already presented in belialf of the rubber industry
1 should like to add one more thing as an indlmtrg statemont, an
that is, that there is a very substantial opinion to the effect that the
amount of money suggested and which the committee hoped to obtain
from the proposed tax on crude rubber seems to the industry to be
a rather large proportion of any tax to be collected from one single
industry, and particularly throuqh our industry. ‘ o

We regret very much, particularly in view of the indulgence of
the committes, that we have not been able to crystallize a single
opinion to tell the committee by way of a solution of a means to
apply a tax on the rubber manufacturing industry, We have made
every effort to do that but have been unable to do so.

e have two basic schools of thought. Both schools are ycnre-
sented here this mominq, and we ask that the committer hear these
ntlemen in the order in which we will announce them here. Mr.

. 8. Wolfe, executive vice president of the Seiberling Rubber Co.,
Akron, Ohio, and Mr. J. F. O’Shaughnessy, vice president of the
United States Rubber Co., representing one Igmup.

Then Mr. 8. M. Jett, secretary of the B. F. Goodrich Rubber
Co., Akron, Ohio, representing the other group, and he has with
him Mr. C. A. Stillman, vice president of the Goodyear Tire &
Rubber Co., and Mr. S. G. Corkhuff, secretary of the Firestone Tire
& Rubber Co. And in addition—— .

The CHAIRMAN (interglgsing). Mr. Jett will speak for the others?

Mr. ViLes. Yes, sir. Then we have Mr. Bradley Dewey, of the
Dewey & Olney Chemical Co., of Boston, as an incidental distributor
of rubber, not ordinarily classed as a manufacturer of rubber, but
still presenting u diferent viewpoint.

We should fike that Mr. Wolfe be permitted to speak first.

Senator Reep. Mr. Chairman, do thesé gentlemen understand that
we are pressed with duties on other committees? )

The CrammaN. Yes. I have told them that we will have to get
through by 11 o’elock. "

Senator Reep. All right.

The Cramman. You may come forward, Mr. Wolfe.

STATEMENT OF W. 8, WOLFE, EXECUTIVE VICE PRESIDENT OF
THE SEIBERLING RUBEER (0., AKRON. OHIO

Mr. Worre.. Mr. Chairman and gentlemen of the committee, an
import tax on crude rubber of 5 cents a pound as propnsed by you
ntlemen as a fair tax which you would have to levy in order to
raise $52,000,000, and which you evidently considered would be u
fair tax on the rubber industry, I must say after analysis is not the

case.
In the first place, the supply of rubber now in the United States
precludes a very large part of this tax being collected in the first
* year. With possibly a %ear and a half supply of rubber in the
nited States, it would affect the revenue desired very greatly.
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On the other hand, this supply of rubber is distributed: vesy 4n-
evenly among the manufaeturers, which would make'it an. nnfiir
burden, particularly on the emaller compaviies. -~ =+ ..

We represent in this group the Norwalk Fire & Rubber Oo., Les
of Norwalk, Lee of Pennsylvania, Gillette of Wisoonsin, Su?wn
of Wisconsin, ‘Beiberling of Akron, Mohawk of Akron, n}ilgu
Springfleld of Cumberland, Md., G. & J. of Indiana, and the India,
who will accept the first plan which we submit, . L

‘There.are anymber of ways to bring rubber into:the United Btates,
by forward buying by the companies, by which the proposed .tax
will be heavier on certain companies and on. other compunias easier,

The companies that have large cash-purchasing power, and that
have brought rubber into.the United States on account of the low
price, the price of rubber being below cost of prodmction, are in s
very fair position, and it will penalize those who have to buy it
from importers. 1 mean those who have been buying on:a handsto-
mouth basis; and it wiil also penalize the manufacturer who hes
plantations abroad and who will have to import his rubber.

It will injure the plantation business in the Far East because it
will immediately remove from the market practicnlly 60 per cent of
the purchasing power from their estates. L

Realizing that it is necessary to produce revenue, the smaller
manufecturers believe that a much fairer %lean in order to produce
the revenue and not hurt the industry could be evolved, as the present
method, if it went into effect, would mean that the stocks on hand
could be used as & club in .competition. , '

We therefore want to present & memorandum, which is a plan
whereby revenue will be ohtained and all companies will be treated
fairly. We have that memorandum in written form. .

The Cuamman. Do you mean the same amount of revenus could
be produced ¢

. Mr. Worre. Yes. And we have this in written form, the sugges-
tions we wish to present. ' |

The Caamman. At this point the reporter will make that a part
of -the record. You may proceed. : o

Mr. Worre. This is a plan which would be fairer to the industry
and which would produce revenue, and there are two alternatives,
one of which might be chosen. ~ ,

Senator Covzens. Just let him read it to us so we may ask any
questions if we so desire during the presentation. '

The Caamman. Broceed. .

Mr. Worre. Should the Congress decide that a tax upon the rub-
ber industry is essential to'balance the Budget, then the problem of
procuring a tax from that industry is one which must he solved in
such a manner that the industry as a whole, and the individual
members of it, will not suffer, but, on the coritrary, may use the tax
as @ stabilizing influence. R ‘

Such a tax must be one which can be passed on to the nltimate
CONsumer, ‘ =

A tariff on erude rubber will fail to produce a revenue to the
Government in adequate amount during the first year and a quarter,
and will fail to place an equal tax upon each of the ¢ompanies en-
gaged in the manufacture of rubber goods. C

120874—82—sup NO 23
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As to the lack of revenue during the next 156 montha: '~ - -

There are but four or five principal consumers of erude rubber.
Two of these consumers have on hand in the United States suficient
crude rubber at low cost to carry them tax free, without further
purchases, well into the second year. A third company has on hand
approximately one year's aupfly. A fourth company depends u})on

e import of crude rubber from its plantations, as to one-half of
its requivements, and such imports would be uui)ject to a enul(t{y
of § cents & pound. As there are approximately § pounds of crude
rubber in the average light Ford size tire, the penalty this fourth
manufacturer will suffer will be diicrnminatorr.

There are to-day a 1 number of smaller manufacturers of
rubber tires. This group has not been able to finance the purchase
of large inventories of crude rubber, und the tariff will automatically
close their plants in competition with those companies which have
had plenty of money lay in a store against their future

uirements.
l.g‘i‘lumzfore, the proposed tariff will be neither a fair source of reve-
nue nor a constructive move on the part of the Government, because
it will destroy a part of the industry of the United States which

rovides empl?ment for large numbers of American workmen.
Rforeover, the 5-cent tariff on crude rubber is equivalent to a tax
(éf 15 per cent on the cost of all rubber tires and tubes in the United

tates. - :

We propose to the Senate a plan, and alternates thereof, which
will produce the revenue required and which will not destroy in-
dustry ; which will not be unfair to the small companies; which will
not create monopolies of the large companies by destroying their
competition; which will tend to stabilize an industry in great need,
and will create a tax which must be passed on to the consumer.

THE PLAN

The tire department of the rubber industry uses the great percentage. of
the tonnage of imported crude rubber,

We propose that the tax be confined to that division because it will not ma-
terially increase the cost of living to the farmer, miner, and that class of men
ttx!l:d f;vomen using rubber shoes, gloves, implements, etc., in Industry and on

5 rm' . «

The collection of a tax on an article which can be identified by serial num-
bers is an easy ang inexpensive form of tax to collect., Every automobile and
track tire bears a serinl number. It 18 not practical to so designate other
articles smaller in size and fufinite in number. Tires for the purpose of the
tax may be grouped into two classes for automobiles and two classes for trucks.
The classes are simply light and heavy tires. The tax on light automobile
tires, B0 cents a casing; on heavy automobile tives, $1.25. The tax on truck
tires shall be 90 cents on light and $2 on heavy, The definition of light and
heavy is determinéd as follows: _

Automobile tires, sizes 525 and smaller, are classed as light; sizes 5.50 and
larger are heavy. i : - ‘

The definition of truck light and heavy tires shall be determined as fol-
lows: Size 82 by 6 and smaller shall be light truck tires, ard size 34 by 7
and larger shail be heavy truck tires, ‘ '

Algo there shall be a tax on rubber tubes used in automobiie casings of 10
cents on light tubes and 26 cents on heavy tubes for automoblles; a tax of
25 cents on tubes used in light truck. casings and 76 cents a tube on those used
Jn heavy truck casings, ( o
f‘ ]'fhe estimated revenue to be provided from a tax under this plan is as

ollows : : P
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ALUTIRNATE PLAN A

Amend the present bill (sec, 601, ch, 8) by substituting the following:

Rubber contained in an automobile and truck tire casings and tubes, includ-
fng automoblle and truck solid tires, B conts per pound. Rubber is defined
as weaning crude rubber and the dry rubber content of latex.

ALTWRANATE PLAN B

A tax upon the sale of automoblle and truck tire casings and solid rubber

tires of 244 cents n pound,

Also, a tax upon automobile and truck rubber tubes of 4 cents a pound.

The revanugo;o)roduced under efither alternate plans A and B would approxi-
mato $30,000,000. .

The effect of elther of the three plans presented will tax the rubber tire
industry about 106 per cent, and we submit that such a heavy tax s unjust dis.
crimination upon one industry,

We are convinced that a general sales tax or mavufacturers’ tax upon all the
industries of the country is the only sound tax for the Congress to adopt.

The Crarrman, Have you anything further to present?

Mr, Wovrre. I will say no, owing to the very short time you have
to devote to this matter. , .

The Cramman., All right.” We will now hear Mr. O'Shaugh-
nessey. 4 ,

STATEMENT OF J. F. O'SHAUGHNESSEY, VICE PRESIDENT OF THE
- UNITED STATES RUBBER 00.

Mr. O'Smavennessey. Gentlemen, I should like to talk firat
against your proposed import tax. 1 have a few figures. The con-
sumption of rubber for the year 1931 in the United States was ap-
proximately 776,572,160 pounds. The estimated consumption for
1932 is approximately 761,600,000 pounds. -The stocks on hand
March 31, 1982, in the United States, and afloat is ap&roximntely
848,413,440 pounds. In London available for immediate shipment
to the United States, to arrive before your tax could go into effect,
are 291,200,000 additional pounds. The Canadian stocks of crude
rubber at the moment and available for shipment to the United States
ahead of the tax, represent 112,000,000 pounds.

So that there is a supply of 1,251,613,440 pounds of rubber on hand
or afloat, or in London stocks, or in Canadian stocks to take care of
the gggmrements,)yyhich represent for 1932, on a yearly basis, 761,
(}OQ,w, _pounds, or approximately one and one-half year's require-
ments. L P )

"I do not think it requires any argument at all to prove that the
proposed import tax will not produce the revenue that is claimed for
it. In my humble judgment it will not produce $5,000,000 in-the
current year. ‘

~
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Now, I spenk as the regmsentative perhaps of what might be
clagsed as the third grou&o tive manufacturers. The United States
Rubber Co. relies upon its own rubber, raised on its own plantations,
‘for approximately 80 per cent of its requiirements. It is 0 ous that
if we produce it we ean not go long on it. ‘We can anly:take it us
‘it is produced. _ “ |
. As to market grades for.our other 50 per cent, T should sy our
position is con.parable with that i any of our competitors. It is
“obvious that if we have to buy 80 per cent of our raw muterial, that
reﬁresents 45 per cent of the material contained in our tires, we are
taking on a handicap which we think is:unjust and unfair, and—

~ Senator Rrep (interposing). Do you mean 45 per cent by value
or by weight?

Mr. O’Suavernesszy. By weight. ,

St%nntor Reep. What would it be in.the matter of value, or.I mean
cos

Mr. O'Snavenxessey. T should rather not talk to that because
crude rubber.is down so low that to-day crude rubber is comparable
to reclaimed in price. In other words, to buy.old or reclaimed rub-
ber it costs as much to-day as crude rubber. |

Senator Rero. '¥f we should attempt to put an excise tax on ar-
ticles containing rubber it is important for us to'kmow, say in the
.case of an automobile tire, whether the chief value lies in the rubber
content or the fabric. o oot
. ll:rfy. O’Suavonngssey. T should say to-day the ¢hief value is in the

abric. .

Senator Reev, Then we 'will have to guard against any suchex-
pression as'that, chief value. ‘ _ B
. Mr. O'SHAuoHNESSEY, Yes; garticularly if you take into account

‘the value'of 'your reclaimed rubber. S

'I;hetCmmmx. I take it that it is not hard to find the rubber
content. , . ! SR

Mr. ‘O'Snavonxessey. Not at all. ¥ .a manufacturer does not
know the rubber content to-day then he'is too stupid to be in the
business. Everybody knows. There may be a variation in toler-
‘ances a8 to size, because it is important' to manufacture a'tire to the
ounce. There'will’be tolerances up and down, for there dlways are
tolerances. A y

'Now, of course, we are like our confreres in the industry, we greautg
'prefer a sales tax. ‘We feel this would be an unjust burden pla
upon an already greatly harrassed industyy. We do not think our
industry should be asked to-protluce this amount of révenue.
00(?(!)‘03 :hl;:mﬁo‘t'gn& g:st of-a t‘i‘re,tif Qiﬁ'es roducg’clthe:éplthgo%or

X - T, roposes, it will add gpproximate per
‘eent to the mandfactur 'cosl;; of a tire, PP ‘y Pt
~ Now, it is obvious that with 50 per cent of all tires manufactured
to-day going on Ford and Chevrolet cars, 'tha't.tl’\e man who drives
' Ford or a Chevrolet will. probably mike a small contribution,, yet
in the aggregate he will represent 'g‘bilgggomributor.' I

“Now, in'farrness to'Mr, Seiberling, I thould'like to ¢o on record of
saying this: That if the automotive industry, or if the tire industry
‘rather,’is to be'picked out and burdened with this tax, it is néthing
*should’ of infamous’to leave the import tax stand. Tt is the most
unjust thirk 'T¥mow df in the business. - A

Vi
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It is true that some of my. confreres with long rubber positions will

not agree with me.. But, gentlemen of the commitéee,. 3t in.just like .

holding four aces in a game of peker, if the othen fellow h
they do not look «

ow, we think hi!,.lndxl‘ will,go on recond. as sying,. that if our

company is to have to choose between an import tax on rubber, we
will unqualifisdly %g in (a?iamm, if we muat. have. either ona off
Mp. Wolfe's plans, to his S

I thank you gentlemen very smmch. . o |

The CrAIRMAN. The committee will now hear Mp. Jatt.

STATEMENY OF 8. M, JETT, SEOCRETARY OF THE B. ¥. GOODRICR:
RUBBER 00, AKRON, ORIO

- Mr. Jeon, T agree with Mr. O’Shaughnessey and Mr. Wolfe that it

is not in 863* way fair to esk the rubber industry to bear a $50,000,000-
\

or & $80,000,000 tax or any substantial part of such a tax.

The rubber industry is one. that: during & great many fyenm has
shown very lttle prosperity, particularly during the last fe
During 1930 the surpluses of eight of the largest rubber companies
shrunk-by. $36,000,000, and then last year the surpluses of these same
eight companies sigrunk by another $26,000,000,

uring the past 10 years there have been probably 200 rubber
companies that have had to go out of business. There have been
many receiverships in past years among rubber companies, and to
aal; the surviving companies to bear such an additional burden is
unfair.

The automotive industry which is served by the rubber industry
now pays about $1,022,000,000 in taxes, which is approximately 10
per cent of the total taxes raised from all sources in the country.
mThg CrairmaN, You mean by way of local taxes and all other

xes :
 Mr. Jerr. I am talking about gasoline taxes, registration taxes,
license taxes, and similar taxes borne by thé automotive industry,
which is an industry served largely by the tire industry., And that
is without considering the sales tax on automobiles which this bill
provides. We feel that that is certainly enough by way of taxes for
one industry to bear.

Now, up to this Eoint I do not think there is any difference of
opinion among rubber manufacturers.

'And. going one step further, there is no difference of opinion, at
least of which I am aware, among the rubber industry that a general
sales tax applying to all manufactured products is the most fair
means of raising the taxes required; and it would be a step that
would go farther to restore confidence on the part of the people of
this country than any other step this committee could take. But if
the rubber industry does have to bear a tax in addition to what it
already bears, other than a general sales tax, we feel that the less
painful method of collecting the tax would be by placing an imIport
tax on rubber itself. And 1n making this statement I feel that I am
expressing the view of manufacturers of substantially & majority of
the rubber products manufactured in this country. '

The CHalrRMAN. Do I understand that you represent the Goodyear:
_ Tire & Rubber Co. and the Firestone Tire & Rubber Co., and so onf

W years. -
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~Mr. Jorr, Yes, sir. I also understand that this plan has been advo-
-oated by others meludh:f the General Tire & Rubber Co., although

. I have no specific autho: mto speak for them.

Senator La FouLrrte, Let me ask right there how much revenue
would be produced this year under an import tax?

Mvr. Jerr. Well, I do not think that 852,000,000 would be produced.
It would be & mere guess on my part to try to state what would be
produced during the first {emr. According to & survey which we
made hurriendly in Akron there is approximately one year's supply
of crude rubber on hand at this time. . ,

, The Cramruan. You are talking on behalf of the B. F. Good-
rxcl}n‘ Rgl;bor'(’}o., as I understand it. How much rubber have you
on han '

Mr. Jerr. I could not answer that question.

Tltxg ?mmmm Have you enough on hand to last you for six
months ‘

Mr. Jerr. As to whether we have that much on hand or not, I
can not say. We have at least a six month’s supg}y.

. The CraremaN. And you could get it into the United States before
this bill would take effect?

Mr. Jerr. I assume we could have it in here by that timo‘) 8,

The Cxarrman. Now, how about the Goodyear Tire & Rubber Co.{
Do you know about them?

. M!‘- Jmo NO’ uirb N

Senator Covzens. You do not mean to say to the committee that
you do not know how much crude rubber the B. F. Goodrich Rubber
Co. has on hand, do you?

Mr. Jexrr, Yes: I answer that that is true.

Senator Couznns, As the secretary of the B. F. Goodrich Rubber
Co., do you mean to say that you do not know how much crude
rubber your company has on hand?

Mr, Jerr. Yes: Senator Couzens, I answer that I do not know.
I could find out if it is a material question, but I do not handle the
purchases of rubber. T am in charge of legal work for the Goodrich
Co. and have nothing to do with the purchase of rubber. I could give
a fairly close estimate as to what our total commitments for rubber
are, but as to how much of it is represented by rubber in Singapore,
and how much in England, and how much in ('anada, and how much
in Akron, and how much is on the ocean, I could not answer you.

Senator Covzens. Well, you can see that it is an important ques-
tion for us to know. If it is estimated that we are only to receive
$5,000,000 for the first year, and that is what prior witnesses have
estimated, it is important for this committee to know where the
rubber is, who has it, and how much there is,

1933%1‘. JETT. I believe the estimate was $5,000,000 for the balance of

Senator Couzens., Yes,

Mr. Jerr. And I think that is a fair estimate for the revenue for
1932.11 You see there will be only six months of 1932 left available
. Senator Couzens, So this import tax will not be a very lucrative
tax to the Government.
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Mr. Jorr. Not for the first one-half ziur. The probabilities are
that during the first two years it would produce somewhere from
$40,000,000 to $50,000,000 or $55,000,000 or maybe meore.

nator Couzens. 1 am at 8 loss to understand your preference
for a 5-cent per pound import tax. .. , hE

Mr. Jurr, If I have the og‘portunity I will give you my ressons.

Senator Couzrne. All right.

Mr. Jerr, But before doing that I uhould like to finish the state-
m"“'t“ I had started to make in response to Senator LeFolletts’s
question, , . ~
4 Senator Couzena. All right. ,

Mr. Jerr. The annual consumption of rubber in this ry is
about 340,000 long tons. That mesns 2,240 Emmda to the ton. KNow,
that is the estimated 1982 consumption. There is ably s yeur’s
consumption available, but that includes inventories, and those in-
ventories. would have to he maintained. That is, you sould not sell
all that rubber before you bought another pound. You would have
to have a normal invenm?‘ ‘

ow, Senator Couzens, I am going to try to answer your question :
The pr’inc:pal reason why I favor an imgort tax over a sales tax on
this specific industry is, first, the cost o admininhring,it,v It will
&ost tda Government a considerable amount of money to administer

y ANG—— ,

Senator Couzens (interposing). Do you mean to administer one
of these general proposals?

Mr. Jerr. The sales tax on this particular industry; yes. That
complication arises in the matter of tracing products to the uses for
which they are sold. And then—-

Senator Couzens (interposing). Well, that would not be true if
the committee took one of the alternative plans, if we should say 5
cents per pound for the rubber content, would it?

Mr. Jerr. I think it would be even more complicated.

Senator Couzens, More complicated than the first plan?

Mr. Jerr. Yes, sir; and very much so.

Senator Couzens. The trouble with the first plan is that it places
an undue burden upon transportation, does it not? ,

Mr. Jerr. It does. «

Senator Couzens, As it places it on pleasure vehicles.

Mr. Jerr. It does place an undue burden upon transportation. It
cripples the whole automotive industry. ,

enator Couzens, Having in mind the committee’s desire for reve-
nue, how do you propose for us to get revenue if we can only get
$5,000,000 on the proposal of 5 cents per pound on crude rubber{

r. Jerr. Our proposal to you is a general sales tax.

Senator Couzens. But suppose we have to deal with one of the
alternative plans instead of the sales tax? :

Mr. Jerr. Well, in the first place, I think it would not be fair to
ask the rubber industry to come in here and provide $52,000,000 or
$50,000,000 or $25,000,000 or $15,000,000 even. I think it is analo-
gous to arresting a man on the street and saying to him: “ You are

oing to be put to death to-morrow morning at 8 o’clock, and you
ve to choose as a means from among electrocution or being shot or
being hanged.” I think that is the proposition here, .
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- Benwtor Covemns, We are holding this hearing for the puvposs of
giving you an opportunity of expressing your views with respect to
raising the revenue. '

Mr. Jnir, Yes; I understand that. *

Senator Couzens. And your plan does not raise the revenue, That
is my point. That is what I should like to have you explain..

Mr. Jerr. There is no plan that you'could put into effect that will
raise the desired revenue from this industry that would be at all

r.

Senator Couzens. I am not questioning that. I think that is true,
But I am sugposing that there are degrues of fairriess. ,
:" Mr. Jurr. 1 have: slready stated that if you have got to raise this
.smeunt of money from the rubber industry, however unfair it may
& the least. painful method of ruising it 1s by means of an import

! Senator Cournns: But! which does not get us the revenue. .
- M\ Jurr. Well, neither' will the eiles tax give you the revenue
unless it is conflscatory in amount. o

- Senator Barxray. But as I understand it, an import tax does raise

8,000,000, -

égm.?%or Covrens. No; it has been testified before the committee
that it will only raise $5,000,000 during the first six months.

Senator Rexp. Becauss, Senator Barkley, there is a year and a
half’s supply in this oounwg.

My, Jerr. There is probably a year's ev!ppli of crude in the coun-
m but it is always necessa have on hand an inventory of

; i\nr. You can 1ot sell your last pound of rubber before you begin
to import it. Rubber is produced half way round the world from
here, and you rhuat be sure to buy it and get it here in time, and you
have to kesp & three or four months’ sus;ply on hand in order to be
sure that you will keep your factories going.

Senator Rezn, What percentage of rubber comes from Brazil ¢

Mr. Jerr. A very small percentage, but I would have to ask some
of these gentlemen sitting here to give you an answer to that question.

Brsvanper, Less than 5 per cent, and probably 8 per cent would
represent, it. '
he CaatrmaN. You may proceed. -

Mr. Jem. You asked my reasons why, if this amount must be
raised from this industry, an import tax would be a less painful
method of raising the revenue. My reasons for that are these, If
you should havo a sales tax apglyin on individual products, there
18 & tremendous accounting problem for the manufacturer, who has
got to compute the tax on each sale. He has to invoice that tax to
each one of his ‘customers, and he gets a lot of resentment from his
custonters, And zou will get a lot of resentment from those cus-
tomers also. We have to keep an account of these collections for the
Government. We have to collect it, and if we fail to collect it we
have t?cgaﬁ it to you anyhow. I estimate that it will cost the B, F.
Goodri ubber Co. somewhere around $50,000,000 to do the ac-
counting and collecting work and take care of bad and doubtful

" Senator Rexp, If we should put a flat tax of X per cent on all
sales of tires, that ought not to require $50,000,000 of expense to
calculate it and do what you refer to.
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Mr. Jyry. Here is ¢he trouble : Yom can not tax exipor¢ sales: The
Constitution won't allow that, You have never.bad & double tax on
an automobile tire going with 'original equipment.  There are o
number of articles, for instance, a belt, that we do niot know. when
we sell it whether it will be usedl as 4 lan;balc on-an dutomobile, or
s belt on a refrigerator, or a belt on & Deloo lighting a?:ipment. It
would mean we would havo to trace every one of these doubtful
i and we have got to find out whether the man who bou%h:. the
tig& “(:r ingtance, exported it, or where he sold it, or what he did

Senator Rxxp. That would be unreasonable, But if we tax every:
thing you make and then allow the automobile manufacturer to
deduct the cost of it from the value on which he pays the tax, we
would avoid duplication, o . o ot

Mr. Jwrr. Nevertheless you would have the expense of compilin
records, of involcing, of collecting the tax and keeping a record o
it, and accounting to the Government for it, which would be a sub-
stantial amount, Not only would it be expensive dor the rubber
companies but also for the Government to administer a specialized
sales tax of that kind. It is very much simpler to collect the tax on "
your net sales, : S

As to placing a tax on the rubber content of the finished article
only a chemist could tell what it is, because it d?enda upon what
the manufacturer compounds that tire with. It epends upon the
various articles that are put into the compound before you could tell
what is the rubber content of the.article. A chemist might be able
to tell, but I do not know. Perh?n as Mr. O'Shaughnessey says, the
bookkeeping departments could figure that out if you want to put
that burden on us. S

Senator Couzens. Of course we have a great many import taxes
where the tax is based upon the content of the product. I do not
know that there is especially any trouble there.

Mr. Jerr. Rubber content is a very complicated matter to figure
out, '

The Cuamrman. I take that would be on the basis of the chief
value. Under present conditions I do not think you could tell about
that, or that rubber was. ‘ L

Senator Couzens. I did not mean on the basis of the chief value
but on the basis of the rubber content. If you had the percentage 1
take it that would cover the matter. .

Mr. Jerr. One of the gentlemen who preceded e mentioned that
the United States Rubber Co, has large plantations, and while I
think they have the largest rubber plantations, 'yet the Goodyear
and the Firestone companies also produce & part of their own rubber.

Senator La ForLerre, What percentage of it? .

Mr. Jorr. I can not answer that question. I assume it is & smaller
percentage than is produced by the United States Rubber Co,, but
&ﬁ%ﬁ' is 1?0 substantial plantation owned by Goodyear and slmﬁa.rly

Firestone. .

Senator WavrsH. Is hard rubber mede from gutte perchad ;

Mr. Jerr. Hard rubber is made from the same kind of rubber that
a tire is made of except it has more sulphur and is vulcanized longer.
Gutta percha is entirely different. It is used principally for golf
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ball covers and for submarine cables; at least thode are the principal

nses that I know of, S o Cin
- Senator Couxnns, What did the Goodrich Co. import in 1981 as to
volume of rubber. : < :
 Mr. Jerr. I could not give you that information. I assume that
we use approximately 15 per cent: of the total rubber used, and there
re 840,000 tons of crude rubber used annually. Now, that is largely
a guess. I am not familiar with the factory end of the work or the
purchase end on the work. S

Senator Smortrmer. Following up that thought as to importa-
tions of rubber, let me ask: I understand that the industry has on
hand sbout how many tonsf : .

Mr. Jerr. There is about one year’s supply, I believe. Some of
the others have the figures here. :

Senator SHortrme. All right. But you have a considerable
quantity of crude rubber on hand.

Mr. Jert. Yes, sir, '

Senator Smortrinee. What is the price of rubber now?

Mr. Jurr. The price of rubber before this act was considered was
about 8 cents a pound. I believe it is up over 4 cents & pound now.
tl?z“t sfme of these other gentlemen could tell you better about that

an I can,

A Bysranper, It was 414 cents a pound yesterday morning.

Senator Suorrrivge. So that in buying rubber you would pay that
much per pound? ,

- Mr. Jerr. You would pay about. 166 per cent tax on the price.

Senator SortrvoE. I am not talking about the percentage.. How
much would you pay for rubber to-day if %on were to put in an
order for the purchase of rubber to be imported n ‘

Mr. Jerr, If you purchased it in Singapore it would be less than 3
ocents a pound.

' Senator SHorTripGE. Now, do I understand that having this quan-
titi on hand, and with rubber at this low price, the industry would
seek to import rubber during the coming year—

Mr. Jerr (interposing). Undoubtedly it would slow up.

Senator SHORTRIDGE gcontinuing). ait a moment, It would slow
ul? somewhat, but they would not cease to import crude rubber, would
they? They would not go forward and exhaust all of their supply
on hand, I mean, :

Mr. Jerr. No, sir; we could not do that.

Senator SnorTRIDGE. Simply to avoid importing crude rubber and
paﬁng the dutK. |

r. JerT. They could not do that. It would undoubtedly slow
up importations-of crude rubber, but they would require substantial
inventeries, They could not ‘exhaust their inventories before begin-
ning buying, because they could not take the risk of rubber getting
in here from the Far East. You can not use your last pound before
your next pound gets in. You have to keep a substantial inventory
on hand. I should say that includinﬁ your finished goods inventory
and your raw material inventory, there would be at least a four
months’ supply on hand. | ' A
- Senator SuorTripGE. And that would mean that they would neces-
sarily continue to import crude rubber. | I :

Mr. Jerr. Yes, sir.
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Senator Suortrmoe. But in less quantity.. - . . |

Mr. Jerr, Yes, sir. ;e

Senator Suortainae. Wherefore, the argument is that there would
not be any ve? considerable duty paid during the coming year.

Mr. Jrrr. I think there would be a small amount of duty paid
during the next six months, and thereafter for the next six months
there would be somewhat less than normal importations, and then
thereafter there would be m.doubtedly normal importations.

Senator SHORTRIDGE. A3 o matter of business when rubber is so
low as compared to what it was years ago, wouldn't the industry now
take advantage of the low price of rubber and import it in"large
quantities{ ‘

Mr. Jerr. It is quite possible that they would take advantage of
the low ’Frice of rubber, but they would not import it with this tax
on it. They would probabli; continue to purchase it and hold it
abroad. But I do not think they would inport crude rubber to
lengthen their present position. , ‘

nator Sxortribee. What was the price of rubber, and I do not
ma'll the testimony, but about what was the price of rubber a year
ugo
ng. Jerr. The price of rubber a year ago as I recall it was some-
where around 8162 cents a pound. I should like to get somebody
sitting here who buys rubber to tell you that.
YSTANDER. It was about 814 or 9 cents a pound a year ago.

Senator Barkvrey. I assume that all this surplus rubber, which
practically represents a year’s supply, might be compared to an ordi-
nary or normal surplus of a six months’ supply.

r. Jerr. Yes, sir.

Senator BarkrLey, Which was brought about because of the ex-
treme cheapness of crude rubber and to have the benefit thereof in
case rubber ever goes up again.

Mr. Jert. Yes, sir

Senator Barkiey. In other words, those manufacturers in a posi-
tion to buy rubber now are buying it ahead of their needs because it
is cheap and because they can make a profit out of it when rubber
spurts back up again. ,

Mr. Jerr. That is correct.

Senator BargLEy, So that if we e&mt this import tax on crude
rubber of course that would be added to the present price. But if
it was anticipated that in the course of a few months rubber would

o up, the inducement would still be held out to them to buy, or at
east those in a position to buy rubber.

Mr. Jerr. That is true,

Senator Barxrey. Against the approach of the time when it
would go up naturally in price.

Mr. Jerr, Yes, sir. .

Senator Barkrey. There would be no cessation of normal pur-
chases brought about, by reason of the abnormally cheap price of
the product.

.Mr. Jerr, I think that is correct. ‘ ,

Senator Barkrey. And of course those who have rubber already
stored and which they purchased at 8 cents a pound will add the
tax onto that price although they pay no tax on it. So that the
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g‘ublie will pay the tax just us though it had been sent in to the

raasusy. A f
' Mr. Jerr. T can not speak for the industry on that, but I assume
it will be done. 4 o

Senator Reen. And if it were not done everybody would be put
out of the business who had not an inventor?v.

Senator CouzEns. Assuming that this tax is put on, then all stocks
on hand would ro up 5 cents per pound.

Mr. Jerr. 1 think as soon as the tax is put on the price of rubber
in thif country would increare to somewhere around 7 to 714 cents a

un -
poSenntor Warsn of Massachusetts. How large a stornge capacity
have the larger companies? ‘ ‘

Mr. Jerr. I can only speak for the B. F. Goodrich Rubber Co.;
and I think we have sufficient storage capacity to store several years
supply of rubber. I think that would be true of all rubber com-
panies, for the production in the industry is less than it was years
ago and thek; have a lot of available space,

Senator Warsn of Massachusetts. I suppose the smaller dealers
are not so fortunate, A

Mr. Jerr. I do not know about that. Some of the smaller dealers
no doubt have long positions and some have short positions.

Senator Couvzens. So the passage of the bill that is now before us
mean an enhancement of value of stocks of rubber on hand of some-
th;t}g like $58,000,000.

r. Jerr. I wouldn’t say that much but a substantial amount.

Senator Couzens. So that the passage of this bill would mean a
Fift to those who have stocks of erude rubber on hand of something
lke i $53,000,000- !

Mr. Jerr. I do not know that it would be a gift to us.

Senator Covzens, Well, if it increased the value of the stocks of
crude rubber on hand it would do that.

Senator WavLsa of Massachusetts. It would increase the inventory
value, vou mean. ‘
Mr. Jerr. Yes. But we have that for use and not for sale as crude
rubber. It depends upon what we can manufacture and sell it for,
Our experience in the manufacture and selling of products during
‘the past two years has shown a loss of surplus by 8 of the larger

companies of about $62,000,000 in our operations.

Senator Couzens. Isn’t that because of competitive conditions?

Mr. Jerr. That is due to a number of causes, but competitive con-
ditions is one of the serious causes. Shrinkage in inventory value
is another serious factor. Loss on exchange when England went
off the gold standard was a contributing factor.

Senator Couzens. To what extent or in what percentage was the
fact of England going off the gold standard a centributing factor?

Mr. Jerr. I could not say. But in the case of the Goodrich Co.
it was probably approximately $2,000,000. It was not because of
the effect on the English currency alone, but on Canadian and
South American currencies as well. My recollection of the figure
. is'that it was $1,850,000 direct loss that we took last year on account
‘of the situation, :
‘Senator Couvzens. Was it your loss or England’s gain? -

Mr. Jerr. I do not know that it was England’s gain,
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Samd rtg; Cauidxe. Ov: the gain of other countries off the gold
standa , : s
Mr. Jwrm I do not _ksow whether there iy any gain there ov
not. - But it was certainly @ loss to us, on pepers We might get
it back if they were to go back to the gold ‘« W
The Cammaxn. Is there anything else that you wish to present
to the committee ! C e o

Mr. Jerr, One other thin%:-« T L
~‘th1er¢ Fouserrs (imtarposing). The rubber industry divides
on this proposition, does it not{ o

Mzr. Jure, That is right. Lo e L

Senator La Forverre, Is it or not a fact that the division ig pro-
duced by the relative positions of the various companies so far as
their position in rubber is concerned? - ;

Mr. Jerr. That undoubtedly has some influence. :

- Senator La FoLrerte, Will you furnish for the record of the com-
mitteo' an axact. and detailed statement of the present poaition. of
your compw.eoneeming crude rubber? . . . L
. Senator Waran, of Massachugetta. Do. you mean their holdings of
crude rubber, Senator La Folletted = L

Senator La FoLLerte, Yea, « | - e :

Senator SHoRTRIDGE: Do you mean over here in the United States?
. Senator L Forugrae. Anywhere, - w

‘ hg.dJm‘ I.am not certain that that would be a fair thing for:
us ta . do. T o, L S S '

Senator L, Faxumre, Well, you have just steted that the rubber
industry divides in its-position upon this proposed tax because of
the velativy positions of the various compasies concerning their
atocks of rubber. | Now, I think it is fair to ask those people who
ars coming here advocating the import duty, in view of your ad-
niission thet: your pesition in the matter of rubber has much to do
with the attitude you take, to know what rubher you have, so that
we may properly evaluate the weight to be gjvcn to Fm testimony.

Mr. Jerr. In the first place, Senator La Follette, I did not make
the statement that that was the determining factor. I did state,
or concede to you, that I thought that had soms influence on it. -

.The CuainMan. Didn’t you: also state approximately the amount
of rubber youy have on hand? = | . '

Mr. Jurr. . No, sir; I did not. I do know our approximate manu.
facturing demand, Rk o . )

- Senator Warsm of Massachusetts. Would it embarrass you with,
your competitors to make known that amount?

Mr, Juxr. X think it would, : ’ :

Senator Warexn of Massachusetts. Don’t you have in your in.
ventory which you erepare each year a statement of the amount of
rubber you have on hand{ -

Mr. Jurr. We state by way of dollars and cents the amount of
ourt tqt:;l inventories, which includes finished goods as well as raw
materials. . 3 S R

‘Senator Couzens, And the teason you do not want to furnish that
data is that you think it would embarass you S ,

Mr. Jexr, I think it would, I would not object if every company
filed a similar statement, although I do not know that we would do
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8o if it should be made a publio record. I do not think it is fair to
ask me to do that. : x
" Senator Couzens, Well, we would ask all of them to do that.

Senator La Fovrerms, bh, yes. I meant to ask every witness to.
furnish the same statement,

- Senator Couzexs. Let us decide in executive session whether we
want to ask for that information,

Senator La Forrerre. We are in executive session now.

%qnator Couzens. Well, there is a record being made of these pro-
ceedings. o

Senator SuortrIDGE. You say there are same companies who have
only a little rubber on hand? -

r. Jerr. That is probable,

Senator SHorrIpGE. And other companies that have a considerable
amount of crude rubber on hand. '

- Mr, Jerr, I think that is undoubtedly true. I would assume it
would run from four to five or six months at the bottom, including
crude rubber and rubber content of finished goods inventories, up to
around 18 months for some. But I will now go on record by
saying that I do not think we are as far out as at least two of our
lat;ﬂo;st competitors, although I do not know.

e CaairmaN. Have you anything else to presenti

Mr. Jerr. In cage this tax does go on the importations of crude
rubber, there are two items which I have called to the attention of
two members of the committee and which I should like to call to the
attention of all of the members, and I have prepared a written mem-
orandum on it. One relstes to the compensatory provision, and the.
other relates to the effect when the tax comes off. . I believe that is
adequately covered in this memorandum of which I will leave copies
for the members of the committee.

The Cramman. Let the committee reporter have it for the record.

Mr. Jerr. It is as follows: L

We wish to call your attention to two matters in connection with
the proposed import tax on crude rubber as provided in Title IV,
section 601 (c) (8). ) ’

(1) The compensatory J)mvisxon in this section under which a
5-cent per pound tax would be imposed on the rubber content of im-
ported articles is not adequate to offset a tax of 8 cents per pound on
imported crude rubber, because in the imported finished article the
tax is on the rubber content, whereas in making articles here there
would be a substantial waste of tax«g:id rubber due to the washing
of rubber to eliminate foreign substances, waste in manufacturing
operations, and rubber consumed in prod’ucts which are defective.

oreover, it would be practically impossible to determine the rubber
content of rubber articles. It is thevefore suggested that this 5 cents

r pound tax ton the rubber content of imgorted article be chan%(:d
ﬁi a tls-cent per pound tax on the total weight of the imported rubber
article. ' .

(2) After the termination of this tax on June 30, 1934, American
manufacturers of and dealers in rubber products would have on
- hand an inventory of tax-paid crude rubber, rubber in process of
manufacture, and rubber in finished goods. Until this inventory
is depleted, foreign manufacturers would be able to import manu.
factured rubber articles free of this tax. This would place the
American manufacturers of and dealers in rubber products at a
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very distinot disadvantage as compared with such fo:ovign competi-
tors. It is recommended that there be included s provision in this
connection similar to that provided in section () (1) under:
which the tax paid on the rubber content of inventories carried by
rubber manufacturers and dealers would be refunded.

This memorandum is not to be construed as an soquiescence in
the imposition of a tax such as set out in section 601 (o) &B), as
we are unalterably opposed to a special tax against this industry,
?u:l ?il;%uld such a tax be. proposed these provisions should
neiu . K ‘ N

Senator La FoLuwrre, Mr. Chairman, I now move that all wit-

nesses & Eenring before this committee on this tax be requested to
, furnish the committee with a detailed statement of their crude rub.
ber position, and the committee may then determine whether it will
make it pubiic or not, ' :

Senator Couzzns. Before that motion is put, I should like to

“ a————

Kir. Jerr. I think on that matter—— o

Senator Barmvrey (interposing). I should like to ask this
Witnesguwe | ' ‘ :

Mr. Jerr (continuing) I want to draw Senator La Follette's at-
tention to the fact that all of the biP companies have not appeared
and therefore your motion is not inclusive enough, - :

Senat?r SnortRbGE. I take that would apply to all of the
companies.

So?nator La Forrwerre, I will amend my motion to require all of the
&'incipal manufacturing companies, or that they be requested

e committee to furnish a statement of their cruda rubber position,
and the committee will then determine whether it will make it
public or not. ' '

The Cuamman. But we want to go forward with this bill right
away. @ '

Ses;mtor La Fourerre. You will not get action on the bill in the
Senate before you will be able to hear from those people.

The Cramman, I realize that.

Senator Couzens. This will have to be put on as an amendment
on the floor.

Senator La ForLerre. We will have plenty of time to get the
statements. :

Senator Saortrmoe. They will have ample time to furnish the
information, | o

Senator Wavrsa of Massachusetts. I suppose in event of refusal
by any company to give this information you would suggest resort-
ing to the power of summoning witnesses, | n

nator La Forierre. The committee can determine that
afterwards, ‘
. 'The Cramuan. What I was going to say was this, when I was
interrupted, that the committee could simply now write a letter and
ask them to furnish the information, and then if they fail to do so
the committee can take whatever action it desires in the future.

Senator La Forrerre. That is correct.

Mr. Jerr. Does that apply to all rubber companies or just to those
who have appeared heref : :

The CramumaN. We would like to get the information from all
rubber companies.
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-' M. Sarm T4 seaine to me in fairness it should apply to everyone,
aid also that it should be kept as confidential informationi and not
made available to our suppliers and competitors. -

* The Ciamman. Perhaps we can get the infosmation in this way,
if the committes has no objection: I will. have she: press make: &
mtatement towday that-at our mm‘.n? held to-day & vequest was made
of all rubber mamufacturers to furnish the committee with the
smount of crude rubber they have on hand. And. if they do not
amswer that I can follow it up by letter. . - .. . .

Senator La ForLuerTe. Oh, you must write a letter. Just & state-
ment in the press will not cause them to comply with the request.

: Senstor Bankizy. If it bas any bearing upon thie tax bill, and I
amh frank to say that I do not see that it has, but if it would be worth
anything you would have to ask them how much they paid for the
rubber on hand, suv as to evaluate their interest either for or sgainat,
& particular sort of tax, all of which it seems to me is a lot of detsil
we do not need. :

Senator La Forrerre. I do not gee that point. ‘' « . | .

- Benator Couzzns. May I point out that this has & very vital bear-
ing if we are looking for revenue, as to the amount of crude rubber
that is really on hand at this time. S ,

" Senator Banxrey. Before thiz .witness leaves let me ask a ques-
tion: The impression has been left that all this surplus rubber now
on hand has been bought at eheap prices such as are at present pre-
vailing. I should like to know whether or not that is true, or
whether & lot of the crude rubber wag purchased when rubber was
up around 12 or 15 or 20 cents a pound. .~ . e

~Mr. Jern. 1 doubt if there is any rubber on hand now that was.
hought at that price. Pessibly the loss was taken by rubber. com-.
&ames writing their rubber stocks down to the market. What price

gp&id’for it. I could not vay. o 5 b
nator Barkrey. You do not know what proportion of the rub.

ber on hand now has been purchased et present prices? . . ‘
Mr. Jerr. No. I think that would depend upon the accounting
methods. In the case of some of the companies they exhaust the

oldest rubber first. = o
Senator CouzeNs, At any rate it was all written down to pregent
Mr. Jerr. For accounting purposes, R .
Senator CouvzeNs. You can tell what the average cost of the rub-
ber on hand to-da%is. e

" Mr. Jerr. No. . We could not .tell which pound of rubber was
bouggt; at this or that price, 'We simply keep it all s one class of
rubber, and we evaluate it at the price of the market at the time
the'vaiuatlonismade. - T

Senator SxorTriDGE. I understood you to say that for. business
reasons the companies would be disinclined to make public the quan-
tities respectively that they have on hand; that there are business
reasons, competitive reasons, or. other rensons why they would. not:
desire to give that information to the public. .- ~ . [ .:: ..

Mr. Jerr, Yes. There are roasons why no rubber company would
* want: that to become available to its competitors or suppliars. . It

would give a competitor a very strong competitive position over him.

- Senator CouzeNns. Did the chairman put the question? ;

froe v
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The Cuatratan. Not yet. Let' me ask o question: Mr. Viles, hnve
you a rubber manufacturers’ association .

Mr, ViLes. Yes, sir. The Rubber Manufacturers’ Association is
the name of it. S ' R ;

The CramrmaN. Who is the president of it? ' S

My, Vites, Mr. J. D. Tew, the president of the B. F. Goodrich
Rubber Co. Is the president, of the sssociation. o

The CHArMaN, Are you the ‘

Mr. ViLes, The general manager.

The Crammax. Could you secure that information and send it to
the committee? You know all of them who are interested and could
get it and send it to the committee, I take it :

Mr. Viurs, I will be very glad to try, :

The Cramstax. Have you any doubt but what you ean do it¥

Mr. Vives, I think that would be feusible if it were for the in-
formation of the committee. I think you have heard a doubt ex-
pressed if it is to become the property of each other in the industry.

Senator La Forrerre. I now offer as a substitute motion: To re-

uest Mr, Viles to secure from the members of his association for .
the information of this committee a statement as to the crude rubber
;)p hand and commitments of the various members of his associa-

ion,

The Cramumax. That is what I thought we could do. That was the
reason I asked the question of Mr. Viles, '

Mr. Vives. As confidential information? .

Senator La Forerre, Yes. Woll, let us have it understood it is
to be confidential so far as reporting the individual position of any
com'\‘)amr is concerned.

The Cuarmax. As to the amount of crude rubber held by any
individual company.

Senator La Forrerre. But that the members of this committee
would be in a position to use the totals to show the effect of the tax,
and so forth, '

The Cuamrman, Without objection the substitute motion will be
considered as agreed to. ) ‘ .

Mr. Viees, Might I ask Senator La Follette if he will say that is
to include all rubber manufacturers, There may be one or two who
are not members of our association but whom we will approach just
the same, )

Senator La Forrerre. Certainly. . .

Mr. Vies. You referred to commitments, Sometimes commit-

il

ments mean rubber that is not here. Do Xou want to separate it in
two parts, Do you want stocks on hand and afloat and forward
commitments?

Senator La Forrerre, Yes, .

The CrarmaN. That would only apply to the price of it.

Senator Couzens, That is important because according to Mr.
'0’Shaughnessey’s testimony the amount in Canada and afleat and
which can get in here before the tax would be imposed, must be
considered. Let us have the commitments as well.

Mr. Viwzs, There are forward commitments that are in here, in
the country. ,

120874—32—sUP NO 2w}
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Senator La Fourxrrs. I suggest that you get information in these
three classifications. :

Mr, Vs, I think I understand. )

The Onamman. And we will be glad to have it as soon as possible.
. The Cuamuan. Mr, Bradley Dewey. ,

STATEMENT OF BRADLEY DEWEY, DEWEY & ALMY CHEMICAL
00., CAMBRIDGE, MA®S. |

Mr. Dewey. Mr. Chairman and gentlemen of the committee, I
come here to represent a type of manufacturer that has probably
not been represented before, one who uses rubber as his raw mate-
rial but is not normally considered a rubber manufacturer.

" T'had prepared & memorandum of my ideas on the subject. I am

ing to ask permission to leave it with your secretary, because I

d many parts have been already covered. I do not want to
burden you.

The Cramman, It will be made a part of the record at this point.

Mr. Dewey. It is as follows [reading]:

MEMORANUA ON THE SUGUERTED mroﬁ'r Dury oF B CenTs Per Pounp oN Crupe
UBBER

1. Comments on duty as originally proposed:

(¢) The amount of revenue which might accrve from such a duty would be
entirely disproportionate to the disastrous results to American industry which
would almost certainly ensue. Buch a final straw added to the tinancial
burdens already curried by the rubber manufacturers and the far-flung organ-
lnuoxifkeorrelawd with them, may well entail calamity to capital and working-
men alike,

It would be the death warrant for those concerns which have sold forward
and belleved they had covered themselves on raw muaterial, ]

It would be almost equally fatal to industries which elected to use rubber
as an esgentlal ivgredient in thelr products Instend of other competitive fngredi-
ents which remain untaxed. A concrete example of suchk use is In brake bands
whete rubber §5 employed us a binder in ¢~ petition with olls, resin, usphalts,
and so forth.

(b) A duty ona raw material not produced in this country and of such wide-
gpread use presupposes an economic theory which appehirs to be directly opposed
to all the accepted 1dean of protective taxation,

(0) Such a duty might well provoke u retalinatory esport duty on mbber at
least equal to the amount of the fmport tax,

(d) Without drawbacks of duties pufd on rubber used in exported products,

this tax would ruin the export trade of American rubber companies and that of
a great number of consuming concerns (automobile, shoe, elecirical manufac-
turers, and so forth). '
. (e) If provistons were made for such drawbacks, the cost of policing and
bookkeeping would be prohibitive, both to manufacturers and to the Govern-
ment.” In fact, rubber plays such a concealed part in many industries that
effective drawbacks would be impossible,

(f) The cost of collecting a tux on stocks of rubber as a sales tux on rubber
goods of which the rubher content i8 constantly varying would be prohibitive.

2, To meet a few of these objections and. particularly, the belief that such a
-tax would be discriminatory in favor of certuin large concerns which have from
.one to three years supply of raw rubber on hand in this country, it has been
suggested that all physical stocks In the United States should, by some tnecha-
nism, be taxed a similar amount, ,

. (@) Such a scheme fails to obviate the probability that an import duty will
provoke retaliatory duties by countries of ovigin, Only minor differences have
prevented the British and Duteh Governments from imposing such a tax, 'The
proposed tax would spur them to combine in a common offensive against
American Industry.
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b) The imposition of any exquivalent of ajtax on stogks of . rubber alread
m(red in the United States would require m&mww machinery closely v
&G‘:N to that of prohibition enforcement. cost of collect! :gl; part of
tax would necessarily be disproportionute to the proceeds. t manwn.
rae%ur::s would resent such. polleing and any dishonest -ones could probably
evade ft. o , K S L

8. If the rubber industry should bear a special share of the natlonal tax
burden, two alternatives have been proposed. (1) A sales tax on all rubber
goods; (2) a sales tax on tires alone,

(a) A tax on rubber goods alone, not taken as merel one item in a general
sales tax, would be extremely involved and tmpractical use of the ditculty
of determining when products should be classed as rubber goods. While rubber
gloves, hot water bage, and so forth, are undoubtedly rubber jods, such things
as brake bands, some electrical products, battery boxes, arti elal leathers and
shoes, often contain minor but appreciable amounts, Wlum is the line to be
drawn? The determination of these questions would be involved and expensive
and would induce quibbling, litigation, and dighonesty, . .

(d) Approximately 80 per cent of all the rubbe imported into the United
Btates s manufactured into tires, '

(0) A sales tax on tires would be inexpensive to collect inasmuch as all tires
are manufactured under serial numbers and by comparatively few large
concerns,

“:)'t %a sales tax is of domestic concern and would not provoke any retallatory
em !‘ ' '

(9) The consuming public would rebel against a rubber tax on products in
which they didn't recognise rubber as an Ingredient, For oxam&v , few people
recoguize the large quantity of rubber utilised in the construction of automo-
biles in addition to that in the tires; i, e, often over 80 pounds per car in
the form of spring shackle coverings, running board covers, floor mats, wire
cables, ateering wheels, and so forth, ' ,

(Lg It would obviate the unfairness of taxing articles partially made of
rubber which are in direct competition with those employing untaxed

ingredients.
Drwey & Auuy Onemioar Co.,
Baavexy Dewey, Prosident.

May 10, 1982, : :

I state frankly, as have others, as a manufacturer, I personally
favor a general sales tax, but I assume in the rest of my discussion
that the committee feels that they must, for reasons best known to
themselves, raise a special tax from the rubber industr{. :

also want to assume that this commitee is too wise to get tangled
up in this unfortunate intrigue between the rubber manufacturer
who is long and the rubber manufacturer who is short; and I assume
that the committee, in order to meet that situation, will, if it elects
to raise this income, find some method of placing an equitable tax
of e«zual magnitude on the stocks of rubber that are now in this
country,

Senator Couzens. I just want to make it plain. Do not assume
to much wisdom to this committee, however.
diSen&tq:' Barkrey. I do not think it is up to the committee to

spute it,

enator Couzens. I knew the committee would not, and I did not
want him to misunderstand it. ‘

Mr. Dewex. I can not help but feel that you would, if you do
this, place a tax in the form of a sales tax, excise tax, or something
that would take care of that situation, btherwise, you would be
ruining rubber manufacturers at the expense of others in a very
unjust way. The fellow who was long of rubber would not neces-
sarily mark up his inventory. He would simply keep his prices up
or down and walk the other fellow out of business, . -
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With those assumptions, I want to point out thet there is another
ﬁlm of manufacturer thet uses rubber, of which mJ’ company
:ggem to be & member. We use rubber as a raw material to make
g oducts that come into competition with mot other mbber products,

ut products made with other raw materials. I
. Ap for an example, brake bands. Now, our brake bands are
bonded to?‘ether with rubber. Other brake bands are bonded to-
@other with asphalt, which is imported, and pays no tax. Others
;re bond:d together with china wood oil, which is imported and

enry no tax.

Senator King, We fut 8 tax on asphalt in this bill.

Mr. Dewzy, Well, I am using that as a single example, Senator.

8enator Kina. It did not have a tax heretofore and ought not to
now have it. L » '

Mr. Dewzy, It certainly ought not to be there, because you ere
going to raise the dickens with roads and & lot of other things.

You get down to inner soles and items which we manufacture.
We are not in competition with rubber &roducta; we gre in competi-
tion with the very cheapest forms of leather, and so on, Our organi-
sation is built up on research, one of the finest research departments
in the country.

Senator Couzens, What is the name of your comd)angv

Mr, Dewey. Dewey & Almy Chemical Co. of Cambridge, Maas,
We onlg represent a class. There are other companies. The Brown
Co. of Berlin, N. H., manufactures flber leather. They are scattered
all over the country; you can find them, who are in this same fix.
They have had faith in the Government not tampering with raw
materials, Economic swings were enough. So they at least feel
that we did not have to have this surprise swing,

We have gone through s mechanical aiga and an electrical age.
Now we are in & chemical age. Your whole chemical age has grown
up from a foew men who have spent three to five years in research
and have done that without any apprecistion of what the Government
is going to do with it at the other end of the road. It just simply
ean not be done, gentlemen, and let the other industries live. It
simply can not compete with these products if we do not know what
our raw materials are going to cost us,

- Now, the question of export has heen touched on here very lightly.
I know you gentlemen are not going to crucify the export business
of the rubber companies of this country. You have got to give them
some relief. How are you going to do it?

The Cuamman. I recognize the pecesaity of providing for the ex-
port business. .

Mr. Dewey. If you will make it as you have on exported oil you
would do it as a separate tax. That rubber fellow would be making
tires in the mold with a common stock of raw materials. He can not
do it otherwise. He hasn't in enough orders and he can not do it.
He may be making hot water bottles, maybe surgeons’ gloves, and to
seg'x:&guto that would be practically impossible, and it would be tre-
mendously costly for the Treasury Department to try to come alon%
and find out how much rubber is n it. Because I might make & ho
water bottle with 20 cent of rubber and my competitor might
use 60 per cent, and if you carried that all ¢through the industry the
Lord knows what is going to happen to you. I can not conceive of
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how you could aduuxmly talie carve of the drawback of this

thing in the ex usiness.” You sre simply gom.to another

case. of the prohibition law where you set ot to crookts,
Senator Cosrvataxy. You eovered a good desl of territory this

mornmy.
Mr. Dewey. Excuse me. ,
E::xl?'tor NNALLY. Are you Here on prohibition or asphalt or
ru
Mr. Dewey. Excuse me, Senator.
Senater Connvarvy. Really, I want to know.
Mr. Dewey. I am here on rubber.
Senator ConnNaLvy. I think it would be well for you to stick to

rubber, ' C .
lt!'?:. Dawxy, I aceept your view, Senater. = - N
The Cramyan. It is‘mowelduii«x o
Mr. Dwny. Now wa come to d;é qnedﬂqnl-’gf the practieability of

how to determine rubber geods if' you wand a general exeise tax.

That is very difficult, because rubber shades gradually down until it

tapers off in the cumpoumiingf of the prodtcts, and if you gentletnen

will realize that 80 per cent of your rubber is used in tires and' inner
tubes, that fou can place a definite tax on them thut can be collected,
that you will not ruin this industry that uses rubber not in com?c‘«
tition with other industries, that you will take cdre of he situation
or fellow who is long versus the fellow who is short, I think you will
find that Mr. Seiberling has proposed to you a simple, definite method
of collecting what income you feel you must colleet from the rubber
industry without doing great injustices, Thank e¥¢m.

‘The Cramman, Mr. Viles, do you know whether speculators in
rubtbetl*‘ %mve very much of a stock on hand, or have they ever carried
a stoc

Mr. Vies. In the information we presented the other day, Mr.
Chairman, Monday, we showed apfroximately two hundred sixty-
odd thousand tons in the hands of manufacturers, and more than
60,000 tons in the hands of dealers. The largest apeculative owners
are the dealers, both in New York end London and Singapore.
Some manufacturers do take speculative positions at times, but that
is not as prevalent as it is among the dealers.

Senator Keyes. Do importers come in the class of dealers?

Mr. Viies., Yes, sir.

The Crarritan, That covers all the witnesses. .

Mr. Worre, Mr. Chairman, I would just like to present a paper
here that shows the method of ﬁguringi‘ alternative B in puttmﬁ
the tax on tires and tubes, explaining the memorandum presente
just now. That tax will amount to $30,000,000.

The CrammaN. This may be placed in the record.
~ Mr. Worre. This is explanatory, as follows [reading] :

Notes on a proposed sales tax on tires aud tubes on a per pound basis
applicable to tires of either forefgn or domestic manufacture that would
approximate the amount of crude rubber in each tire and tube,

- The tire industry, during the next year, will sell approximately 50,000,000

cagings with an approximate average weight of 23 pounds each.

Fifty million casings at 22 pounds each, 1,100,000,000 pounds total weight,

Finished casings represent approximately 4&391‘ cent crude rubber: 45 per
cent of 8 cents would equal 225 centd,  Based on d per pound tax of 2.23

‘cents on casings, the return would be 1,100,000,000 pounds at 2.25 cents per
pound, $24,750,000. -

- P
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.. Tubes will have an approximnate welght of § pounds each.

R'm million tubes at 8 pounds uegl .00&?)00 ?(’lmdi total welght.

" Finiehed tubes represent approximatély 80 per cent crude rubber; 80 per cent

of 5 conts would equal 4 cents. Based on a per pound tax of 4 cents on tobes,

the return would be 150,000,000 pounds at 4 cents, $6,000,000, .
Totul osgs!nn. $24,750,000; total tubes, $6,000,000; total casings and tubes,

50,000, ‘
, rg‘lamcl;.and tubes represent approximately 80 to 85 per cent of total rubber
u m‘
’ Advantages: 1, Bveryone, r:sgardleu of stocks, would be on an equal basis.
2. An immediate veturn du the next 12 months of at least , 760,000
would he realized, based upon placing a sales tux wpon tires aud tubes alone.

The Cramkmax. Mr. Bromberger.

STATEMENT OF EDGAR BROMBERGER, REPRESENTING ROBERT
BADENHOP CORPORATION; LITTLEJOHN & 00. (INC.); MITSUI &
oohgm HEOHT, LEVIS & XAEN (INC.) ; & BROWN

.. CORPORATION; H. A. ASTLETT & Oo.; HALDANE & C0.; T. A.

! 'DESMOND & 00. (INC,), NEW YORK OITY

! Mr. Bromperozr. Mr. Chairman, 1 want to thank the Senators
for the indulgence of a second hearing, but since addressing the com-
mittee Monday I have been authorized to represent and oppose the
tax on behalf of Messrs, Littlﬂohn & Co.; Mitsui & Co. (Ltd.);
Hecht, Lovis & Kahn (Ine.&; eyer & Brown Corporation; H. A,
Astlett & Co.; Haldane & Co.; T, A. Desmond & Co. (Inc.); and
Robert Badenhop Corporation, who are practically the controlling
factors in the importing field in the United States. They are the
grincipal importers. I also called attention of the Senators on Mon-
ay to the fact that before this tax became effective there probably
‘would be enough rubber in this country for about 15 or 20 months’
supply. That was in answer to Senator Barkley’s question. I have
here an article printed this morning in the Journal of Commerce,
which reads in part: ,

A rising tide of opposition to the duty from dealers, importers, and manu-
facturers, threatens to lift the rubber duty out of the revenue bill, Local trade
opinion is that it will be replaced by a sales tax on manufactured rubber goods.
For the first time in many years rubber i» being rushed from London and
Liverpool to New York on dealers’ orders before the tax becomes effective.

In addition to my presentation last Monday I want to leave one
last thought with this committee: That import duty or an excise
tax on the use of rubber as it passes from a dealer or into the product
of manufacture would seriously affect the credit structure of the
rubber industry. It would mean that the importer, the dealer and
the manufacturer would require twice as much credit standing for
the same supply of rubber that he now receives as he enjoys at pres-
ent. In cther words, if an importer extends a $20,000 credit to a
manufacturer--that is a small figare, but I am taking it at random—
in order to su gly the same amount of rubber that dealer or manu-
facturer would have to show a credit standing of approximately twice
that which he has to-day. That means an added burden would be
thrown on the banks of this country to finance that rubber all along
the ltme and would result in no corresponding benefit to the Govern-
ngent,

1t would also mean that the ultimate price to the consumer would
be increased by virtually that necessary overhead in paying the in
terest charges on those loans. :
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- It would also mean a doubling up for some appreciable time, short:
or l(mlf, of the same loans. In other words, the importer has to in..
~ crense his loan until he gets the money from his dealer, and the dealer
would ing¢rease his loan; the factory would increase its.loan, 8o that
by imposing a tax at the source, such as import or excise, before the
rubber is manufactured, you are interfering, I believe in my humble.
«»Yinion, somewhat with the oredit structure of the industry, and also
placing an added burden on banls throughout the oountrz. B

If the rubber industry is to be singled out—~and I am' horoughli

sympathetic and patriotic enough in my viewpoint to realize the dif-

culties of the Senate and the needs of the country to am:reoiste we!
must have revenue—but if in its wisdom Congress should single out
the industry, it would be far simpler, less complicated, to tax the
manufactured article, because otherwise with an import dut supple-
mented by an excise you have two different departments dealing with
the collection of tax. You have your customs dealing with the im-
port; you have Your collector of internal revenue dealing with the
merchandise in this country as it passes all along the line. Whereas,
with a tax on the manufactured product you would concentrate the
enforcement of collection and supervision of that tax into one hand.

Senator BarkrLey. That is true. The same situation is true of any
other article that has a duty on it and happens to be taxed by an
excise tax in this bill,

Mr. Bromuerarr. That is perfectly true, Senator, but it does not
seem to me that if we have a choice of methods we ought to select
the more complicated as against the simpler,

) Smxto;- Covuzens, What is the difference between a dealer and an
importer

r. Bromsrroer, Well, an importer is a man who imports the
.merchandise from abroad.

Senator Couzens. I understand what an importer is. I am asking
what the difference is.

Mr. Bromprreer. A dealer does not necessarily import,

Senator Couzens. What function does he gerfom?

Mr. Brompenger. He may trade in the product within the country
without importing it directly himself. )

Senator Couzens, What profit does the dealer get out of it and,
to whom does he sell? ‘

Mr. Bromaeroer, He is in the position, I assume, of a middle-

man. I do not believe any of these people are dealers. They are °

dealers and importers.

Senator ConNarLy. Let me ask you, does the importer buy the
rubber himself and then sell it? Or is he merely a broker”

Mr, Bromprroer. As a roie he buys. He may be both, hut as a
rule he buys. He has capital invested.

Senator WarsoN, What rate would we have to put on manufac-
tures of all rubber goods to equal the amount of money we would
get by this 5-cent tax? -

M-r. Bromaeraer. Senator, I was asked that question this mornin
from another source, and I shall answer it in this way: While
agree that $58,000,006 is a large amount to draw out of one industry,
nevertheless, whatever amount the Senate shall fix as its requirement
from this particular industry which it feels is a just requirement
and one which the industry may be in position to pay, the industry

« uy -
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realizes it. must produce, and I believe the industry would be pre-

ammared, although not' particularly happy about returning to the

Sare inmd "t’ e amount' which  Congress requires from that parti-
' g .

Senator Warsm of Massachusetts, Would you confine the levying
of such a tax:to tires and tubes? ‘

_ Mr, Brouseeom. I would not, Senator. I think I should include—
I think not. I think in the interest of any specific goods——

Senator Wavsu of Massachusetts (interposing). How are we go-
ing to' reach these 32,000 rubber products that these companies
manufacturef.

Mr. Broxmeroxr, Luy a sales tax.on all rubber products except
those required in medicimal sick rooms and similar necessary articles
including wem'im apparel, which ought to properly be exemptoci
and which I think were exempted. .
togenat%x;n Gggzmp;s. Thuitnm is goxlg ,tghlose sonzg of his cus-
. e ator, if you keep on asking him those questions.

Mt?hnou‘mom. I do not think: so. .

Senator SuortriDGE. Some one has asked about the difference, if
anﬂ between the importer and the dealer.
r. BroMpeERoER. Yes, sir; Senator.

Senator SuortrIDGE, Now, we assume that A iinports rubber.

Mr. BroMpeRGER. Yes. .

Senator Suortripar. Not for the purpose of immediately using it.

Mr. BroMseroEr. But for resale,

Senator SHorTRIDGE. And he resells it to some man, we will say,
B, known as the dealer in rubber. Is that the idea?

Mr. BromBeRGER, Yes, sir,

Senator Sxorrripee. And the dealer in rubber sells it, presumably
at a profit, to the manufacturer. Is that the process? ,
Mr. Bromsengar, He may, or the importer may sell directly to

the factory. It is handled both ways.

Senator SuorrrIDGE. But there is a type of men known as dealers
in rubber?

Mr. BroMBERGER. Yes, sir.

Senator SuorrrDGE, Not importers?

Mr: BroMBerGER, Yes, sir.

Senator Warsi of Massachusetts. I imagine the dealers buy from
the importers and sell to the small manufacturers, but ths big' manu-
facturers deal directly with the importers, Isn’t that true

Mr. BroaseRrGer, Yes, sir; they are more in the nature of jobbers.

Mr. Vies. Mr. Bromberger, might I amplify that a little bit
in answer to Senator Couzens’s question and Senator Shortridge’s
question?! An dimporter may be only an importer o1 he may be an
importer and a dealer, and he imports rubber and sells to the manu-
facturer. The dealer usually is the man who does not make the
large investment required from an importer, buys from an importer,.
sells either through brokers to other dealers or to other importers
who are both importers and dealers; and then we have brokers who
gimply act as an intermediary and handle no physical rubber.

e Caammmaw, And manufacturers import themselves?

Mr, Vies, Import direct; yes, .



REVENUE ACT OF 1038 51

Senator'La Forverre. If we put this import duty on, who would

puljthe import tax on the forward movement?! | o

r. Brompenarr. Under the contracts, the vendee. So that we are
.not looking largely in.a selfish. spirit at all, but, looking down the
vista of the entire industry and the effects of this measure in its
ultimate application, and' we are seriously concerned with: the oredit
features of ‘the situation #nd see no reason why there should be a
further expansion and increase of eredit all alon%the line, the im-
porter, the dealer, and the factory. Whereas the Government could
get the same amount of revenue by taxing it in its ultimate uee
rather than at the source. '

Senator SmorTrRIDGE. Your contracts contain a provision as to
‘possible tariff duties? .

Mr., Bromerraer. The contracts do not, but rather under the
rules under which the contracts are drawn it is ‘provided that import
duty or tax levied by the United States or Canada shall be for
buyer’s account.

(Telegrams and letter received by the chairman subsequent to
the above hearing are as follows:)

‘May 18,1982,

Hon. Reep 8moor,
Chadrman Senate Finance Committee, Washington, D. 0.

Dear Bir::'I nin o stockholder in and a 'divector of the' firm of Chas, T,
‘Wilson & Co. (Inc.), rubber tmporters aud deslers of New York Oity.

Yesterday we received information that on May 11, one Eigur Hromberger
nppeared before your commlittes as claiming to represent a mumber of the prin.
ciple rabber impovrters, including ourselves, He stated that these firme opposed
‘tha nroposed import duty of B cents per pouwdl on-cride rubber and that we
urged an wiclze tax on manutactured articles containing ‘rubber.

“Mr, Bromberger was not ‘authorized to represent uyg or a majority of the
others whom he clulmed to represent. Upon'investization -at the office of
your comnilttes,' we find that he did not use our nnme, but, nevertheless, we
wish to make: clear our position, which we belleve is identical with that of
the other priucipal importers, .

We did not and do unot object to the original proposed import duty of §
cents ‘'per pound,’both because ‘we feel that it would be a tax broadly dis-
tributed and easily borne and also hecause it would be n benefit' to {mporters
n'nd ;l:glers who have stocks on hand and also to manufacturers similiarly
sltuatad, : ' '

‘W @tre opposed to'a divect tax on:the rubber already in the country, as well
a8 an exclge tax on manufactured rubber goods, We, and we belleve the rest
of the industry, are perfectly willing to bear our full &hare of such burden, as
might be fAposed by:.a general salos tox, as we are deeply consclous of the
supreme importance of immediately balancing our National Budget.

. Yours very truly, Faxp B
TRED B, PETERSON.

: New Yorx, N. Y., May 18, 1992.
.hon, . Bgep. Saoor, : :

-~ Chairmen Baonate Finanoe Commitiee:

‘We are infornied that Fdgar Bromberger appeared before you on May ‘11
md stated . thut he represented a number of prominent importers of crude
mibber, .We 'were solicited, through Robert'Badenhop, ‘and declined this repre-
wentation. Furthermore, we are confident, from talks at' the sse time with
certein mporters 'whose ntmes are mentioned, they did not give assent to such
representations as we hear were made by him. Mr. F. B. Peterson is at your
dl%oaalummd you desire any information our feeling on import duty crude
rubber,

CuARrLEs T, WirsoN Rusner Co. (INc.).

L]

o Wiy,
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Hon. Rexp Buoor, ‘
Ohatrman of Finanoe Qommittes;
We uare Informed thut Edgnr Bromberger appeared on May 11, 1082, before
Benate Finunce Committes, stating that we were in favor of an excise tox on
rubber tires. This we mslﬂvelgedmy. We did express our opposition to any
tax being imposed on crude rubber and we still adhere to this position,

Mexss & Baown CORPOBATION,

New Yonw, N, Y., May 18, 1988.

New Yore, N. Y., May 18, 1058.
Hon. Ren 8moor,
Ohairman Senale Finance Commitice:

We are informed that Edgar Bromberger appeared before the Benate Finance
Committee und stated that we were in favor of an exclse tax on tires and
tubes. This statement is incorrect and Bromberger did not have our authority
to make such statement. It is entirely out of our sphere to express an opinion
with regard to tax an manufactured articies. We hasten, therefore, to. stute
that Bromberger's statoment should not be taken as representing our view.

Heonr Levis & Kaux (INo.).

N

New Yomx, N. Y., May 18, 1932,
Hon, Ruxn 8Moor,
Chatrman Benate Finance Commiittee;

We are informed thut Edgar Bromberger appearing before your committee
on May 11, stated that we were opposed to the proposed 5 cent per pound im-
Jort duty on crude rubber and were in favor of an excise tax on tires and tubes,

his statement as concerns us was not authorized and ls a misstatement of
our position. Bromberger was not directed by us to make any statements in
respect to tax on tires and tubes, We are importers of crude rubber and did
not even consider expressing any opinion whatsoever in respect to such a tax.
With reference to crude rubber we were adverse to any proposal of tux on
crude rubber stocks held in this countty by importers against which sales had
already been made for future delivery.

Lrrmiesoun & Co. (INo.),
135 Front Bircet.

New Yok, N. Y., May 18, 1932,
18440 BTEWART.

Benate Finance Committee, Washington:

In reference appearance Hdgar Bromberger May 11 submitting our name
amongst others apparently advocating tax on tires and tubes, Bromberger
only .iad our uuthority to protect at that hearing ugainst proposed {mport and
excise tax on crude rubber,

HApAxe & Co. (INo.).

New Yoex, N, Y., May 18, 1982,
Hon. Rexp Smoor,

Chairman Se;mte Finanos Oommittee:

We understand that Edgar Bromberger, when he appeared before the Sen-
ate Finance Committee on Moy 11, stated that we were in favor of an excise
tax qn tires ard tubes, Should this be correct, we wish to go on record that
such a statement misrepresents our position, We gave no authority to Brom-
berger to make any statement in respect to tax on tires and tubes, nor did we
give him authority to commit us in any way whatever. Furthermore, we wish
to state that in our capacity as importers of crude rubber we feel that it would
be cntirely outside our province to express any opinion whatever on such a

matter, .
H. A, AsrLnr & Co.



