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NATURAL INDUSTRIAL RECOVERY

MONDAY, MAY 22, 1933

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to call, at 10:15 o'clock, a.m., in

room 312, Senate Office Building, Senator Pat Harrison presiding.
Present: Senators Harrison (chairman), King, Barkley, Connally,

Gore, Bailey, Clark, McAdoo, Byrd, Lonergan, Couz;ens, Keyes,
La Follette, Metcalf.

The committee had under consideration $. 1712 and H.R. 5755,
bills to encourage national industrial recovery, to foster fair competi-
tion, and to provide for the construction of certain useful public
works, and for other purposes.

The CHAIRMAN. The committee will come to order. It wasthought we might expedite matters by having this hearing before
the bill came over from the House, bit that ;e would (1o nothing
until it passed the House, if it should, and we have asked Senator
Wagner to come this morning, and Mr. Richberg. So, Senator
Wagner, if you will proceed to explain the bill.

STATEMENT OF THE HONORABLE ROBERT F. WAGNER, UNITED
STATES SENATOR FROM NEW YORK

Senator WAGNErIt. 'Mr. Chairman, I have prepared what I think
is, in a logical form, a statement explanatory of the bill, with the
philosophy behind it, and I am quite willing, whichever suits the
committee best, either to be interrupted for questions at any time,
or when I conclude my statement, to answer any questions I may be
able to answer in relation to the bill.

The national industrial recovery bill lms as its single objective the
wide-spread and permanent reemployment of workers at wages suf-
ficient to secure comfort and decent living. This desired end is to
he reached by a twofold program, involving, Iirst, cooperative action
within industry, encouraged by law and sulpervised by the President
for the protection of thie public, and secondly, direct Government
expenditures for public wo(ks.
The bill marks a far-reaching (leprture from the philosophy that

the Government should remain a silent spectator while the people
of tl, ', citedd States, without plan and without, organization, vainly
attenl)t to achieve their social 1i(d economic ilefds. It reconizes
that ph)1lessioss a1d (liSjUIICti\.e efforts lead to waste, (lest i'iiction,
ex"10itatiofl, an(l disaster and that lpill)OsiVe planning awaits the
substittiion of regulated cooperation ii l)la'e of the tinlinit(d anl
frequently pernicious cognil)etitin)n which we have Ieretofore regardled
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as the sole guardian of the public welfare. This trend in thought
and action is accompanied by a widening concept of business-
that all business is affected with a public interest. That is the
necessary consequence of the growing complexity of our econoflic
machinery and of the increasing interdependence between one State
and all States, between one industry and all industries, between
employment anywhere and employment everywhere. At the same
time, the bill preserves as the central motivating theme of American
industry and voluntary action and individual initiative which have
contributed so markedly to our industrial progress. (ompetition is
not abolished; it is only nmade rational. In this bill we say that
business may not compete by reducing wages below the American
standard of living, by sweating labor, or by resorting to unfair prac-
tices. Competition is limited to legitimate and honorable bids for
the market and real gains in technical efficiency.

The first title of the bill, which is devoted to promoting coordina-
tion within industry, illustrates the new blend of public and pri, :.te
action which is necessary today. In order that government may
play its proper role, the bill centralizes authority in the President,
with power on his part to set up the agencies and appoint the officers
and employees necessary to carry out the new policy. He isauthorized
also to establish an industrial and planning research agency, to enlist
the aid of the Federal Trade Commission for necessary investigation
to modify or cancel any act;,m taken under the bill, and to terminate
the bill prior to its stated 2-year life by a declaration whenever the
national economic emergency will have ended.

Despite this centralized power, the emphasis is upon voluntary
action. To make competition sane rather than blind and destructive,
the bill allows any trade or industrial association or group to prepare
and submit to the President for approval a voluntary code of fair
competition. Such a. code of fair competition will set forth the best
judgment of those engaged in the particular trade or industry as to
the competitive conditions within the industry, specifically (1) the
standards of fair competition; (2) the trade practices which should be
banned as unfair, oppressive and designed to give advantage to the
employer with the lowest standards; (3) the methods which should be
employed to rehabilitate the industry increase its capacity to give
employment, and raise the living standards of those who labor in it.
These methods may include devices such as exchange of information,
cooperative marketing, simplification of style, standardization of
products, and many other features.

1% lien such a voluntary code is approved by the President, it
become es effective and. binding upon the entire trade or industry and
any action complying with it is exempted from the provisions of the
antitrust laws. In this manner we lift the plane of competition to
the level of the highest ideals prevailing in the particular industry,
and at the same time we avoid the regimentation of all industry
under a single inflexible set of rules.

It must be strenuously emphasized that the evils which the antitrust
laws sought to prevent are not overlooked. On the contrary, this
bill is designed to supplement the antitrust laws and further r the very
purpose for which they were enacted. In the first place, the dangers
of monopoly are aveted. The bill provides that no code shall be
approved unless the associatioll or g1rouj) which initiates it is truly•I
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representative of the trade or industry for which it speaks and admits
equitably to membership all who are engaged in the same trade or
industry. Nor will any code be sanctioned until it is proved that
approval will neither promote monopoly nor discriminate against
small enterprise. Thus the small business man and the consumer are
protected.

Secondly, the interests of labor are securely guarded and advanced
under the voluntary codes. No code will be approved unless it
embodies the following: (1) Recognition of the right of the employees
to organize and bargain collectively through representatives of their
own choosing; (2) prohibition of the antiunion, or "yellow dog" con-
tract as a condition of employment; (3) acceptance of the maximum
hours of labor and minimum rates of pay and other standards of
working conditions approved by the President. In this manner labor
is protected, not only from the dangers of the greater collective
strength employers might gain through their cooperative codes, but
also from the wage depressing tendencies which curtail consumer
demand and precipitate business decline and unemployment.

Thus far I have discussed codes which fre voluntary both as to
their (omr.etitive practice sections and as to their labor sections, and
it is priniarily upon such spontaneous action that the bill relies. I
am confident that industry, if given the opportunity to restore
national well-being, will respond with alacrity, patriotism), and vision.
But if any trade or industry cannot or will not cooperate in the forma-
tion of voluntary codes, 'the President is authorized, after proper
investigations aid hearings, to prescribe, for any trade or industry,
codes including all salutary and protective features embodied in the
voluntary codes, or if any trade or industry voluntarily arrives at
some of the requirements of a code and neglects othe's, the President
may in proper manner prescribe these others and combine all in a
general code. Another provision of the bill is that the President may
in the absence of need for a general code, or if such a code is imprac-
tical, prescril)e a limited code dealing only with maximutm hours of
labor, minimum rates of pay, and working conditions. These
various compulsory provisions" necessarily flow from what I have
said at the very opening of my reniarks-that disorganization in one
industry tends to jeopardize the prosperity of all industries ani that
inhuman conditions imposed upon one gioup of employees tend to
spread and tear down the working standards of all emlloyees. No
industry has a right to remain in a state of chaos.

In addition to the code provisions, the President is authorized to
enter into and approve voluntary agreements for the purpose of
efiecting the policies of the iill. "These agreements need not apply
to an enti,'e trade or industry, and do not bind those who are not
parties, but every voluntary agreement must contain all of the pro-
tective and labor feature of the codes, except. those provisions in the
codes which have reference to memblership in trade associations or
groups.

Senator CouzkENS. You said it did not necessarily apply to all of
these. Did I understand you right?

Setnator WAGNERt. These particular voluntary agreements that
may be entered into. That is something different. That is not a
code. In addition to the voluntary 'ode, and the compulsory code,
there is also provision that a portion of an industry may enter into

I I
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some agreement that is different from the codes, because the Gov-
ernment takes it out of the code for some specific purpose. For
instance, in some locality conditions exist that do not exist within
the trade generally, and that may require, rather than an exception
in the code, a definite agreement between the Government and the
individual industry.

Senator COUZENS. But all industry must come in under some one
of these three?

Senator WAGNER. Oh, yes.
Senator CouzENs. Agriculture?
Senator WAGNER. No.
Senator GORE. The three categories, what are they?
Senator WAGNER. The voluntary code, the compulsory code, the

licensing feature, which I will come to, and then there is the agree-
ment provision.

Finally, the bill has enforcement sections. Violation of any of the
revisions of the code by anyone engaged in interstate commerce or

business affecting interstate commerce constitutes unfair competi-
tion, and is a misdemeanor punishable by a fine of $500. A code may
be enforced by injunction proceedings in the Federal courts. In
addition, the President after public notice and hearing may license
business enterprise whenever he deems such a course necessary to
make effective a code of fair competition or an agreement or other-
wise to further the policy of the bill.

Senator COUZENS. At that point, there seems to me a misunder-
standing somewhere in my mind, that it is not necessary to license
that institution that comes within tiny one of these groups.

Senator WAGNER. No; that is a discretionary act on the part of the
President.

Senator COUtZENS. If a group gets together on a specific code, they
don't have to have a license?

Senator Wj..INER. No; if approved by the President, that is the
end of it. If an industry will not provide a code, or even if the pro-
viding of a code by the President might not be as effective as he might
like to make it, he can still provide a third method, namely, license
the industry. Or, he may also do it with a code in existence. I take
it that it will only be in extreme cases that lie will resort to that.

Senator COUZENS. In other words, if there is a recalcitrant manu-
facturer who refuses to join in one of these codes, lie can be enjoined
from doing business, or. getting a license?

Senator WAGNER. No, if he doesn't comply with the code, lie is
guilty of unfair competition, and then he can be prosecuted under
the sanctions provided here.

Senator COUZENS. Will you give us a ,description of what kind of a
case would require a license?

Senator WAGNER. it woUd be applied. W-an entire industry. The
President may deei4a. -that a certaiinn(I ustry, because of certain
conditions, requires the imposition of licenses before business maybe done. It is entirely discretionary.

Senator CoI zI..xs. Will you give fie a circumnstance that would re-
quire an individual license"? What kind of a case, in your view of it,
would require an individual license?

Senator WAGNER. As 1 said, I do not think except in very rare
instances, that the license provision will be resorted to, but the license
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would apply to an entire industry, or if there were such abuses, and
perhaps violations of the 'code, "that the President might think it
wiser, in order to have complete control of that industry, to provide
that no one in that industry might do business without first receiving
a license from the Federal Government, then all members of that
particular industry will hw ,e to secure a license from the Federal
Government before they can do business.

Senator GORE. Could the President revoke that license at. his
pleasure?

Senator WAGNER. Yes, for a violation of the code imposed by the
Federal Government.

Senator GORE. On what sort of hearing?
Senator WAGNER. After a hearing. It is provided that a hearing

may be had, before a license can be revoked.
Senator GORE. That is some 4t;q 7l affects the life anddeath of a particular indusW t 1k. has the power to

revoke the license.
Senator WAGNER YeW' 411'kl .'o " . ,, -7. ;
Senator GORE. WBdat fWe4"ted to ask you S6n' bikthis: Do you

think you could plaoe 'that "Wr in the a~kldw of a aQive officer?
Senator WAGNAU1:11-- R s 0
Senator GORXj.:V',0 el? f
Senator WAl of

individual, and w1U4e just t# d v ter itfairly and justly.i' We had the i1m.- fd a1 '" '4ar.
Senator Gorm., I know that --AdMkf' if I r these

words, put free-borw' A elt ns qut'busines h ut trial
by j ury.

Senator WAGmI A4 1Io~p~ottI bill S "tIf ourae
voluntary actiofa'idbiitiative on .; r t o iid& doubt
whether or not ttt~eobumpulsory, ds wiltmhi 'u ll except
on very rare occaioins;pbut, if youa* going to lltt the-twt.tdard, you
have got to have somew a on.i'h order to efod We code that
may be adopted.

Senator GORE. I undertand, bUt if youare--going to carry out
this system you have to have power t aty it out. My point is why
in a free country a free man oughtAt be'i*uired to take out a license
to engage in legitimate industry, and why somebody under our con-
stitutional system should be given the power to destroy the value of
his property, which you do when you bring about a situation where
he cannot operate. 'That seems to me approaching the point of tak-
ing property without due process of law.

Senator CLARK. Senator, do you think that the mere declaration
of emergency would make an act constitutional that otherwise would
be unconstitutional? You said it could be done in an emergency?

Senator WAGNER. No; but I think the powers exercised under the
Constitution may have a wider use for governmental activity than in
normal times. I mean, if I may say again, we may now regard that
all business is affected with the public interest in an emergency, where
perhaps if the emergency did not exist the courts might not justify
our going as far as that. But where the entire economic structure is
torn down and is in a depressed state, the only way we can lift it up
and have our economic structure survive, is by enabling business, as
a whole, to lift it up, and that is needed in order to bring about



NATIONAL INDUSTRIAL RECOVERY

economic recovery. Then, I say, let all business be regarded as
affected by the public interest, which justifies governmental inter-
vention. It has been justified in other cases. We have made the
insurance business affected with the public interest, and it is upon
that ground that we regulate it now.
Senator CLARK. The Federal Government?
Senator WA(WER. The powers are the same, but the area within

which the power may be exercised is broadened. That is always so.
Senator CLARK. Senator, I don't understand you to say that the

Federal Government is regulating insurance companies under the
Constitution?

Senator WAGNER. No; I was talking about when business is affected
with the public interest because unless business is affected to the
public interest, it might be difficult to reach all of the trade activities
that we can reach--or at least, those that we want to be able to reach.
If you will let me finish t atement, I will be glad to answer
questions.

Senator KING. e postulate the view
that our corn have reached a high
position in ' political institu-
tions, is a mu tr itive system?

Senate Not at
Senate drawn largely

fron cartel system?
' a nati~rally

pann .yl can recover,
.cau hat struck us

down. not s we aa rationaliza-
tion o i h p, by exploita-
tion o 'stead of that,
we wal a high plane,where for

Senate" overnme authority g the authority
of the St

Senator we glating, and we do
regulate. a State. We regu-
late all sorts of ry. The same argu-
ment was used wh e workmen 's compensation
law within the States. philosophy is accepted. No one
today would think of changing it, except the man who wants to go
back to the days of a hundred years ago.

After a trade or industry has been subjected to license no one may
carry on such trade or industry in interstate commerce or in any
transactions affecting interstate commerce without first obtaining a
license, on penalty of $500 fine or six months imprisonment or both.

The constitutionality of title I seems clear. The declaration of
policy which embraces recognition of the present emergency, relates
to the welfare clause and the interstate commerce clause of the
Federal Constitution, both of which authorize Federal action. Obvi-
ously the conditions produced by the emergency ,ffect the general
welfare. And it is equally true that many commercial and industrial
practices which in normal times would have only intrastate signifi-
cance are magnified to national importance during a period of severe
strain, and burden interstate commerce. Again, the delegation of
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quasi-legislative functions to the President is vindicated by the
careful standards for action which the declaration enunciates-the
elimination of unfair competitive practices, the reduction and relief of
unemployment, the improvement of standards of living, the rehabili-
tation of industry and the conservation of natural resources.

To some it may appear that we are venturing far from the original
purposes which guided the fathers of our Constitution. In sober
truth, we are acting under the compulsion of the economic situation.
The Constitution is not an inflexible document. It is broad enough
to encompass the measures necessary to rescue this Nation from its
present crisis.

The bill is drawn to expire at the end of 2 years. It is frankly
an experiment. But it is an experiment worth making, for our
objectives are to preserve the merits of competition and to avoid its
abuses, to multiply the opportunities for employment and to lift our
standards of living. The bill establishes that exploitation shall no
longer be an advantage in the race for success and that the highest
ideals of those engaged in industry shall determine its standards of
action.

I just want to say a word on title 2, the public works program.
Senator BARKLEY. Would you rather finish your statement on

title 2 before being interrupted by questions?
SenatorWAGNEiR. Yes.
I come now to title 2 of the bill which relates to the public works

program. The purpose of this title is to create direct and indirect
employment for several million men and women through the launching
of $3,300,000,000 worth of construction on Federal, State, and munici-
pal projects and on certain private projects devoted to public use.

This large undertaking is directed toward the vital.spot of the
depression-the crucially imperative need of opening jobs for the
men and women who have been searching vainly for work for the past
3 years.

I suppose that no proposal has been more wideIy discussed through-
out the period of depression than the one to en arge the volume of
public construction as a means of relieving the distress of unem-
ployment and as a measure of business stimulation. Some writers
on the subject, however, have confused the volume of debate with the
quantity of construction prosecuted and have come to the wholly
erroneous conclusion that public works as a remedy has been tried
and found wanting. The easily demonstrable fact is that the remedy
haF, never been tried.

On the contrary, the volume of public construction, including
Federal, State, and local, has steadily declined during the emergency.
In 1932 public construction was not greater in volume than in 1930
but actually one and a half billion dollars less. Two and a half
million workers are normally directly employed in construction
activities; two-thirds of them are today out of work.

The degree of unemployment is even more intense in the industries
which supply materials for construction purposes. As an illustration
may be taken from the report of the Bureau of Labor Statistics for
the manufacture of brick, tile and terra cotta, where the number of
employees on the pay roll on January 15 last average less than 20 per
cent and the amount of the pay roll less than 8 percent of the average
for 1926.
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Senator BAILFY. But that was in January.
Senator HASTINGS. What was that?
Senator BAILEY. That was in mid-winter, against the average for

the whole year.
Senator WAGNER. The season does not affect building construction

nearly as much.
Senator BAILEY. It affects the manufacture of brick very greatly
These figures disclose the fact that public construction was allowed

to fall off during the period of emergency to an insignificant amount
at the very time that for obvious reasons, the amount of private
construction was rapidly approaching the vanishing point.

That policy, illogical as it was, corresponded precisely as to the
equally illogical policy pursued during the preceding boom period
when public construction very substantially increased above normal
and competed with private industry for labor and materials.

That kind of haphazard activity, lack of correlation and planless-
ness are distinctly among the causes of the current economic catas-
trophe.

In 1931 when Congress passed the Federal Employment Stabiliza-
tion Act and again last July when it enacted the Emergency Relief
and Construction Act, both of which measures I had the honor to
introduce, we declared in favor of a new policy-a policy of planning,
of adjusting public activity to private activity so as to promote
equilibrium rather than to emphasize confusion.

The requirement of the Emergency Relief and Construction Act
that no project shall be eligible for a loan unless it be self-supporting
and self- i uidating from revenues other than taxation and the very
severe and legalistic administrative policy of the Reconstruction
Finance Corporation with respect to construction have rendered the
purposes of the 1932 act unfulfilled and, indeed, untried.

The conditions which confront us today are serious. The emergencyis still very grave. The only new and helpful factor is that the
country is imbued with a spirit of confidence in reliance upon the
program of the vigorous action unyieldingly insisted upon by the
Administration. This bill forins a very important part of that policy
of action and the American people are looking forward to its passage
with hope and anticipation.

The underlying principles of the public works proposal are, in my
judgment, too clear for dispute:

(1) A vast number of men are without work. They must be and
are being maintained at public expense. I submit that it is sounder
business, better government, and a more humane policy to pay these
men for useful work than to keep them in idleness.

(2) We cannot emerge from the depression until there is a sus-
tained resumption of enterprise. That cannot occur through private
initiative alone until business men see a prospect of profit. Govern-
ment construction, however, is not undertaken for profit and can,
therefore, be initiated without waiting for an upturn of business.

(3) Public construction distributes purchasing power without at
the same time adding to the supply of competitive goods in search of a
customer. It is, therefore, ideally suited to serve as a means of
priming the pump of business.

I have said on another occasion that a pump cannot be primed with
an eyedropper. It is, therefore, important to know whether enough



NATIONAL INDUSfLtIAL RECOVERY

construction can be promptly released to have a substantial effect on
business and employment. In answering that question we have a
ready guide in the record of previous construction. The amount of
public construction activity undertaken in 1931 and 1932 was so far
below normal as to result in the accumulation of an aggregate deficit
of about $2,000,000,000 worth of projects. These would have been
prosecuted but for the difficulty of finding funds for the purpose.
To that figure should be added the volume of construction that would
normally be launched in 1933. Obviously, there is a large reservoir
of useful projects that should be undertaken to meet the normal
requirements of various communities of the United States. They
include such enterprises as sanitary works and water works essential
for the protection of public health, traffic facilities, schoolhouses,
and an almost infinite variety of other projects needed in the
public service and for the normal development of our States and
municipalities.

Title 2 of the bill authorizes the creation of a Federal Emergency
Administration of Public Works, which is directed to formulate a
program of public construction. That program may include the
construction, repair, and improvement of public highways and park-
wa .s, public buildings, and any publicly owned instrumentalities and
facilities; the conservation and development of natural resources,
including water works, flood control and river and harbor improve-
ments. With the approval of the Interstate Commerce Commission
railroad maintenance and equipment may be included.

The bill further authorizes the inclusion within the program of any
project which is now eligible for a loan from the Reconstruction
Finance Corporation under section 201-a of the Emergency Relief
and Construction Act. That is important since the authority of the
Reconstruction Finance Corporation to make loans for construction
purposes is terminated by the bill. Sections 202 and 203 transfer
that authority to the President.

An important provision is that which authorizes the construction
under public regulation or control of low cost housing and slum
clearance projects. I know of no more useful area in which to invest
public funds than the provision of adequate housing for families of
low income.

Authority to disburse the funds made available by this title is
centralized in the President. He may act through such agencies as
he shall create or designate. He may engage in the construction
directly. He may finance the construction by loans to States,
municipalities, or other public bodies and to certain private corpora-
tions engaged in the construction of projects devoted to the public use.
He may aid in financing such construction by purchasing securities,
guaranteeing securities or in any way he deems advisable to carry out
the purposes of the bill. In addition, where necessary to make the
construction move forward, the President is authorized to make
outright grants to States, municipalities, or other public bodies in
an amount not exceeding 30 percent of the cost of the labor and
materials employed upon a project.

Scction 204 is devoted specifically to road construction. It
authorizes the President to allocate for that purpose an amount
not exceeding $400,000,000 to be spent on the Federal-aid highway
system and upon secondary or feeder roads.
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Senator COUZENS. Is that to be matched by the States?
Senator WAGNER. No. The fund allocated for this purpose is to

be apportioned to the several States; three fourths upon the basis
provided in the Federal Highway Act and one fourth on the basis ofpopulation.

The CHAIRMAN. Why was that policy changed from the present

law?
Senator WAGNER. The allocation is as the present law, except as

to one fourth, one fourth by population and three fourths upon the
old basis.

The CHAIRMAN. Why was the present law with reference to the
allocation of funds for public highway construction not adhered to?

Senator WAGNER. You mean in requiring the States to match?
Senator GORE. No the allotment among the States.
Senator WAGNER. The allotment among the States, three quarters

of it is according to the present method, and one quarter according to
population, because I think it is fair in an emergency of this character,
that some of the States which are highly industralized, where there is
a great deal of unemployment, under the system now employed will
not get very much aid out of this, because of the restriction. So it
was thought that this would be a fair distribution all around.

Senator BARKLEY. The present law takes into consideration popu-
lation to some extent.

Senator WAGNER. To some extent, but not to a major extent.
Senator BARKLEY. Population and road mileage.
Senator COUZENS. But that doesn't require matching in any sense?
Senator WAGNE:R. No; the Federal Government incurs the entire

expense.
'Senator COUZENS. And there is no repayment at all.
Senator WAGNER. No.
Senator GORE. And it is not limited to post roads?
Senator WAGNER. No.
Senator BARKLEY. Don't you think you had better say, in that

language on page 17, "the funds apportioned under this act shall not
be matched," because it might be construed to apply to the present
law, the way it is.

Senator WAGNER. Yes; I think that may be well.
Attention should be called to the fact that section 204, dealing

with road construction, greatly liberalizes the purposes for which
road money may be spent. The emphasis is laid upon the elimina-
tion of hazards to highway traffic, such as the separation and removal
of grade crossings, the widening of narrow bridges, the construction
of routes to avoid congested areas. The possibilty of using these
funds for such purposes is particularly important in centers of popu-
lation. The bill provides however, that in connection with the
elimination of railway grade crossings the fund shall not be used for
the acquisition of any land, right of way, or easement.

Adequate provision is made in the bill to give assurance that the
moneys made available shall be employed in giving the maximum
amount of employment at an adequate level of wages. Section 205
is addressed to that subject. It provides that every contract and
every loan or grant made pursuant to this title of the bill shall con-
tain the necessary provisions to insure (1) that no convict labor
shall be directly employed on any such project; (2) that the 30



hour week shall prevail; (3) that all employees shall be paid wages
sufficient to provide a standard of living in decency and comfort;
and (4) that preference in employment shall be given to ex-service
men with dependents.

The $3,300,000,000 required to carry out the purposes of the bill
are to be raised by Government borrowing and provision is to be
made for the imposition of a tax sufficient to pay the interest and
retire the Government obligations issued to finance the construction
program.

I have long maintained that it is entirely proper to borrow for
public construction. The improvements to be erected are relatively
permanent and it is sound practice to spread their cost over a number
of years not exceeding the estimated life of the structure. That, as
a matter of fact, is the usual practice of private business.

The authority conferred by the public-works title of the bill will
expire at the end of 2 years or sooner, should the President declare
the emergency ended. The only exception to that is that the President
may continue to issue funds until January 1939, under agreements
made with borrowers prior to the expiration of his power to make
loans.

In considering the public-works program there is an important
factor which must not be overlooked, and that is that the expenditure
of large amounts of public moneys upon public works will inevitably
induce the investment of substantial amounts of private funds. The
construction of a waterworks may make a whole area suitable for
residential development. The improvement of a traffic facility may
invite the erection of a business enterprise. The fundamental fact
to remember is that the distribution of purchasing power and the
resumption of investment which this bill involves will have a stimulat-
ing effect and help to revive all forms of business activity.

Both parts of the bill are designed to provide tin immediate impetus
to employment Pnd that is the inescapable necessity of the present
moment. The direct expansion of public activity and the definite
encouragement of private activity which are the designed purposes
of this measure cannot fail to provide a foundation upon which thepublic confidence inspired by the President will continue to grow.
This bill provides the chart and conpa1ss for a program of recovery.
If it be administered, as I know it Will be, with the vigor and resource-
fulness which the President has exhibited in all his actions, it will
contribute mightily toward the rehabilitation of the economic life
of the American people.

The CHAIRMAN. Any questions?
Senator CLARK. What rate of interest is provided for on these loans

to public bodies for public construction?
Senator WAGNER. That is entirely within the discretion of the

President.
Senator CLARK. On what terms will these loans be made?
Senator WAGNER. That is also within his discretion.
Senator COUZENS. Will you give us an example of a case where it

might make a loan to t private corporation for erecting a public need?
Senator WAGNER. A tunnel or a bridge. They are enumerated in

the act itself.
Senator COUZENS. And the rav'enneq from those activities would

liquidate the loan?

NATIONAL INDUSTRIAL RECOVERY
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Senator WAGNER. Yes; so far as private loans, loans to a private
corporation, for a project devoted to public use, the requirement still
exists that it must be self-liquidating in character.

Senator COUZENS. You mentioned two.
Senator WAGNER. That is a loan to a public body.
Senator COUZENS. Is that expected to be repaid?
Senator WAGNER. Yes; that is a loan to a community.
Senator CouzENs. I am trying to discriminate between those which

are not expected to be repaid and those which are expected to be
repaid.

Senator WAGNER. They are all based on loans, except there is a
discretionary provision in the act that the President, where he deems
it advisable, may grant to a State 30 percent of the cost of the labor
and the material upon any project.

Senator COUZENS. And that is not to be repaid?
Senator WAGNER. That is a grant, not to be repaid.
Senator COUZENS. Under that provision of the act the President

may charge one State the full amount with interest and another
State he may reduce it 30 per cent?

Senator WAGNER. He has the power to do it. I doubt whether
that will be done. In all these matters we have to rely upon the
justice and the integrity of the Administrator.

Senator CouzENs. I quite understand that.
Senator WAGNER. You cannot make an absolutely inflexible rule.
Senator COUZENS. I am just wondering how you can set up 2

standards in dealing with 48 States. It seems to me it is unfair to
the President to ask him to discriminate between States.

Senator WAGNER. I think that may be helpful primarily to the
small communities which may need some public projects and have
not the finances with which to finance the entire project, and yet
it might be desirable to keep the working people living in that sec-
tion rather than compel them to go to some other community in
search of work. There he may deem it a worthy thing and one in
the interest of the general public welfare to grant a portion of the
cost of construction. I don't think it will be generally used. If
used at all, it will be used in those smaller communities. That is
my conception of it.

Senator COUZENS. Can you interpret that act so that the Govern-
ment would put up the money to build a grade separation? I under-
stood you mentioned that.

Senator WAGNER. That is under the highway provision; yes.
Senator COUZENS. In that case it would be a grant to the State

without repayment?
Senator WAGNER. Yes. All highway construction is. That is

under the 400 million for public highways. That is a grant to the
States. We used to grant them one half and during this emergency
we are granting the entire sum.

Senator COUZENS. And none of it is to be repaid?
Senator WAGNER. None of it; and under the old system, that

which we gave was never repaid.
Senator COUZENS. I understand that. But now instead of giving

them 50 percent, you are giving them all.
Senator WAGNER. Yes;because of this emergency.
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Senator COUZENS. So that under this act the public works con-
structor could authorize an expensive grade separation as a road
improvement?

Senator WAGNER. I think so, yes.
Senator COSTIGAN. Why did you decide on $400,000,000 for

highways?
Senator WAGNER. I didn't decide on it. But those who are con-

versant with the situation, including some Senators who are par-
ticularly interested in the highway feature of the bill as a means of
reemploying people advise that that is the sum that is necessary.

Senator COSTIGAN. A much larger sum could be expended for
grade crossing alone.

Senator WAGNqER. All within the discretion of the committee. I
don't propose to be any kind of an authority on that subject, and I
am quite willing to rely on those who know more about it than I do,
as to what the limitation ought to be.

Senator CLARK. What provision is made for flood control and river
and harbor work in this act?

Senator WAGNER. Section 202-
The CHAIRMAN. Do you mention that specifically?
Senator WAGNER. Yes; I think we do, in sufficiently clear language.
Senator LA FOLLETTD. There is all-inclusive language.
Senator WAGNER. Yes.
Senator CLARK. I have that section before me. What I was

getting at was the reason for setting it out in detail.
Senator WAGNER. "Control of water, conservation and develop-

ment of natural resources, including control, utilization, and develop-
ment of water." As suggested to a member of the House Committee,
who was a little apprehensive, so far as I am concerned, I think is
clearly covered, but if you want to use the words "flood control"
instead of water "control", you may do so.

Senator CLARK. What about navigation projects?
Senator WAGNER. I am sure it is there.
Senator CLARK. Navigation projects, you say, are covered?
Senator WAGNER. That is control of water, isn't it?
Senator CLARK. What I am trying to get at is the reason for simply

covering flood control and navigation projects and matters of that
sort in one general phrase of that sort, and then going into detail on
the matter of highway construction.

Senator WAGNER. Well, that is a little different subject. Flood
control has always been covered in these general terms, the words
"flood control" and I think the more inflexible you make it, the
better for the administrator.

The CHAIRMAN. It was clearly the intention of those who drew this
bill that flood control should be included.

Senator WAGNER. Of course. That is a very important feature,
and if there is any apprehension, I have no objection to the use of
any words which you think would make its object clearer.

Senator CouzENs. When you come to put in the transmission of
electrical energy as one of the provisions, is that intended to carry on
with the Tennessee Valley development?

Senator WAGNER. That act itself, I think, provides--you mean
beyond Muscle Shoals?

176260--38-2
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Senator COUZENS. Yes.
Senator WAGNER. I don't know what it is intended for, but it would

authorize it.
Senator COUZENS. Is there any other place where transmission of

electrical energy could be engaged in other than the Tennessee Valley
development?

Senator WAGNER. I can't think of any offhand, sir.
Senator GORE. Senator, in regard to the philosophy of this bill. I

don't want to argue about the wisdom of it, for I respect your views
on that subject. But as to its character it is revolutionary, isn't it?

Senator CouzENs. I don't think so. 1 don't think it is revolution-
ary to substitute for a competition which has been destructive of in-
dustry a method of competition which will rehabilitate industry and
rationalize competition.

Senator GORE. This act, if passed, will mean that the constitutional
rights of a citizen and the constitutional powers of the Government
will vary with the variation of economic conditions and the state of
inind of those in authority, will it not?

Senator WAGNER. I think that has always been the philosophy of
the law. We passed in New York State a law which permitted
municipal judges to determine what rent a man ought to be required
to piay for the occupancy of a house during an emergency.

Senator GORE. Yes.
Senator WAGNER. And the United States Supreme Court held that

to be constitutional.
Senator GORE. But the Supreme Court held, in the Louisiana Sugar

Refinery case, that an act passed by the Louisiana Legislature, under-
taking to impress sugar refineries with a public interest, that the act
was void, and held the question of whether or not an enterprise was
charged with a public interest was a matter of fact and not a matter of
mere legislative words.

Senator WAGNER. Perhaps it is a matter of fact, yes. Was that
during an emergency?

Senator GoRE. I don't think it was to relieve an emergency.
Senator WAGN R. Or was it permanent legislation?
Senator GORE. It was permanent legislation, although I believe it

was duringthe war.
Senator WAGNER. I can understand, in the first place, that a busi-

ness might be affected with public interest during an emergency that
in normal times might not. Secondly, I can understand in taking an
individual case, you would not call that affected with public interest,
whereas if you take industry as a whole, our whole economic structure,
you could say that is affected, in an emergency, with the public inter-
est. Because in one situation, without Government intervention we
are dragged down, and with Government intervention we are lifted up.
That would justify it being regarded as being affected with the public
interest.

Senator GORE. Your statement that it would vary with economic
conditions, and that in a depression the Government might have
power, doesn't.that make the constitutional right of the citizen depend
on varying circumstances?

Senator WAGNER. No. We are still exercising all those powers
under the Constitution, not in defiance of it.



NATIONAL INDUSTRIAL RECOVERY 15

Senator GORE. Doesn't the power to license and revoke the license
of private enterprise deprive the owner of property of his property
without due process of law? If he can't use the property, it is
valueless.

Senator WAGNER. Of course that all-
Senator CouzNs. Depends on the facts.
Senator WAGNER. We can't be dogmatic about that. It depends

on the facts and what our situation is. Our society is organized and
our Constitution is adopted to protect society, hot to destroy it.

Senator GORE. Yes.
Senator WAGNER. And to say that we must prostrate ourselves to

an inflexible Constitution, so that we must permit pestilence, vio-
leice, famine, and all these other things to oppress us, and say
simply, "We are sorry, but we are prostrate before this inflexible
instrument, which has no life in it," is absurd.

Senator GoRE. But those framers of that inflexible instrument
provided a perfectly rational method of amending that inflexible
document, and steps have been taken recently to a mend it in order
to carry out or respond to the public will. Now, should it be said
that Congress should enfranchise the sale of liquor, or were it better
to amend the Constitution?

Senator WAGNER. That is not this thing at ill. We are getting
into another field which has no analogy at all to out present situation.

Senator GOE. It strikes me you are probably right, if you can
prohibit a man from using his property.

Senator WAGNER. We are not violating a single right guaranteed
by the Constitution. Otherwise we couldn't do it.

Senator GORE. For instance, there is a bottle factory in a small
community in Oklahoma. Suppose he obtains a license and that
license is revoked and he cannot use this property? That is what
I am getting at. Whether or not that is not too much power to vest
in anybody, whether Mussolini, Stalin, or anybody.

Senator WAGNER. If Congress has the right to (teal with it, it has
the right to select the agency to carry out its will. I think there has
been tn overstatement of dictatonal'p~ov'er. You don't call it dicta-
torial power if you give it to a commission of three, but you do call
it dictatorial power if you give it to a commission of one. We in
Congress can only express what we think ought to be (lone, but we
have to delegate the execution of that to some other power.

Senator GORE. I think whether or not it would be subject to judicial
review would be the controlling thing.

Senator WAGNER. Of course, we can't take anybody's property
away without due process of law.

Senator CLARK. You can if you declare an emergency.
Senator WAGNER. Not if the court says the emergency does not

exist.
Senator CLARK. I was just following the theory you just enunci-

ated, if I understood it aright.
Senator WAGNER. Any citizen that feels his rights have been

affected by this has the right to go into court and determine the
question as to whether Congress had the right to confer these powers
upon the President. There is no difference in that. If we can only
do this sort of thing in an emergency, and the court finds, as a fact,
that we have no right to assume that an emergency existed, that it
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was an arbitrary assumption, the courts can stop the whole thing.
We do provide that the basis of our action is the emergency.

Senator GORE. The Constitution says "Laws passed in pursuance
of the Constitution."

Senator WAGNER. This is pat.sed in pursuance of the Constitution.
The courts have said that over and over again. The same argument
was used against the rent laws. It so happens that I wrote the opinion
in New York on the rent laws and I heard the arguments on it. The
side that contended against the law, although they did not tell us how
they could prevent this famine, pestilence and all those other things
that might result from people being thrown out on the streets, or did
not tell us what we could do to prevent it, simply pointed to the
Constitution. We contended that the Constitution permitted it to
be done, and the Supreme Court sustained that. They said we were
right about it. So you have got a legal sanction for it.

Senator GORE. This undertakes to regulate hours of labor and rates
of wages. Would you require labor organizations to take out a
license, subject to revocation?

Senator WAGNER. No.
Senator GORE. Why not? Aren't there rackets going on today

amongst so-called labor unions?
Senator WAGNER. Well, if there are, isn't there sufficient protection

against them?
Senator GORE. Is there any reason why they should not be required

to take out a license, so that they would be called upon to observe
these regulations as well as the employers? Wouldn't that protect
legitimate labor organizations?

Senator WAGNER. That thing has been talked about, and there has
been that opposition to labor organizations ever since their organiza-
tion, and they have weathered all the storms, and they have helped
more than any one other element to bring up wages to a decent
standard.

Senator GORE. Since they have been organized and insisted upon
their rights they have rendered a great service, but the day may come
when they have the power to invade the rights of others.

Senator CouzENs. Let us deal with that when it comes, and not
anticipate it.

Senator GOlHE. The time has come, perhaps. I want to ask one
other question. You prohibit the use of convict labor in any sort of
construction. Is there any sound reason why convict labor should
not be employed on public construction, or any other sort of work
that will be paid by the taxpayer?

Senator W AGNER. I think here is. Do you think convict labor
ought to compete with free labor when free labor is starving?

Senator GORE. If he competes on work that would impose a
burden on the taxpayer, I think so. I think the taxpayers have some
rights in this set-up.

Senator WAGNER. That has gotten beyond an argument, Senator.
Senator CONNALLY. You are speaking about an emergency. Of

course you do not contend that Congress could do any more in an
emergency than it can in other times, so far as tile constitutional
grant of power?

Senator WAGNER. No, no; I do not.

16
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Senator CONNALLY. So that a mere declaration of emergency does
not, after all in anywise affect our power to do a thing.

Senator WAGNER. Of course not.
Senator CONNALLY. You are basing your whole contention-
Senator WAGNER. What I said was I think we can reach farther

under the powers of the Constitution, reach a wider area in an emer-
gency than otherwise, because of the things and activities that would
be affected with the public interest that would not in normal times.
But we derive the power from the Constitution.

Senator. CONNALLY. You are basing your whole power to do this
thig on the interstate commerce clause, are you not?

Senator WAGNER. Yes- absolutely.
Senator COUZENS. And welfare.
Senator WAGNER. And welfare, to a limited extent.
Senator CONNALLY. The welfare clause doesn't mean much so far as

power is concerned.
Senator WAGNER. It refers to appropriations.
Senator CONNALLY. The welfare clause is merely a consummation,

in a way, of specific grants. You wish privilege for general welfare by
exercising the grants ou have under the powers of the Constitution.

Senator WAGNER. Yes. And I think other appropriations that are
authorized, if they are spent in the public welfare are under the wel-
fare authority.

Senator GORE. Under the Frothingham decision practically every
appropriation is.

Senator CONNALLY. There is no limit on the power of Congress to
appropriate and you cannot challenge any appropriation made.

Senator WAGNER. Whether challenged or not, we want to exercise
only authorities that are expressly given to us.

Senator BARKLEY. Senator, I would like to ask about section 3,
where upon application to the President by one or more trade or
industrial associations or groups, the President may approve codes
and so forth. What sort of groups do you have in mind?

Senator WAGNER. That was to make it all embracing. But groups
within an industry. There ma be cases in the same industry where
there may be different groups throughout the country, with different
conditions, and a uniform code would be impracticable, and so those
groups could get together.

Senator BAaKLEY. Do you mean by groups, associations like the
United States Chamber of Commerce, or the National Association of
Retail Druggists, or some organization that maintains a lobby here
in Washington?

Senator WAGNER. Of course not.
Senator BARKLEY. Or does it mean any group of people who get

together, large or small, whether organized or not, may come to the
President and demand certain things?

Senator WAGNER. Exactly, within an industry. The United
States Chamber of Commerce obviously could not come in under
this, because their organization covers all kinds of trades and in-
dustries.

Senator BARKLEY. Would this have to be an organized group with
a name, or could it be a self-appointed group of people that got
together?
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Senator WAGNER. It doesn't matter at all, as long as it is repre-
sentative of the industry.

Senator BARKLEY. The President is to determine whether it is
representative of the industry?

Senator WAGNER. Yes; and you notice we provide that the member-
shpin this group musy be free of any-

Senator BARKLEY. I am not contemplating a group that has a
membership that pays dues and has an annual eating. That is the
ordinary trade organization with which we are il familiar. I am
wondering whether this is broad enough so that voluntary, self-
appointed groups of men, that claim to represent an industry can
come to the President and say they represent it and that they want
this thing done.

Senator WAGNER. They can do it, but then the President deter-
mines whether they are representative or not.

Senator BARKLEY. If he determines they are, then all the rest of
that industry, whether they have been part of that group or not,
have to abide by the code that is set up?

Senator COUZENS. Oh, no; I don't think that is the interpretation.
Senator BARKLEY. Why not? That is what it means, isn't it?
Senator WAGNER. If the President finds the industry was fairly

represented in the formation of this code, and that the code ought to
apply to all within the industry in a certain area, he so determines.
And then all the industry in that particular area will have to comply
with that code.

Senator BARKLEY. And if it were a Nation-wide code, all the indus-
tries in that particular type of work throughout the country would
have to abide by it?

Senator WAGNER. It is hardly likely we will have a Nation-wide
code except on some very fundamental questions.

Senator BARKLEY. Let us take the steel industry, or the oil indus-
try. The conditions there are pretty much the same in one part of
the country as in another. Is it contemplated-

Senator WAGNER. As to wages and hours of labor, too?
Senator BARKLEY. Yes.
Senator WAGNER. In some sections they say the cost of living is

higher than in others, and the bill provides that the locality, skill,
and experience must be taken into consideration.

Senator BARKLEY. So that this bill makes it necessary for an
unorganized industry-that is, those who have no trade associations or
trade groups-to form such organization in order to either present
things to the President or to protest against their being presented by
somebody else who decides that they want to organize a little group
to represent a certain industry?

Senator WAGNER. I think so.
Senator BARKLEY. It would result in the universal organization

of either advocates or opponents of anything that was asked of the
President, would it not?

Senator WAGNER. Yes; I think so. But I see no other way. We
have got to have some form of organization.

Senator BARKLEY. You refer here to unfair trade practices and
unfair competition. Would that authorize the President to put into
effect a code or an order carrying out the intentions of perhaps cer-
tain groups of people who have been for 25 years trying to get



NATIONAL INDUSTRIAL RECOVERY

Congress to pass what they call a Fair Trade Act, that would pre-
vent a person from reducing the price of anything he has in this
store if it were below what somebody else paid for it?

Senator WAGNER. I doubt whether price fixing is going to be a
part of that. That is a matter of administration. But of necessity
if you are going to regulate your hours of labor and provide for a
certain standard of wages, it is bound to raise the level of competi-
tion. It will rationalize competition.

Senator BARKLEY. I know, but we all know that for years an
effort has been made to induce Congress, by legislation, to reverse
the decisions of the Supreme Court, in the matter of price fixing by
the manufacturer, after goods have passed down into the hands of
the retailer, regardless of location or cost of doing business in one part
of the country as compared to another. That has been the policy of
certain business groups. I am wondering whether, if this language
is left as it is, whether they will immediately pounce upon the Presi-
dent in an effort to induce him to adopt such a code as would prevent
the thing which they have been undertaking to get Congress to pre-
vent, the reduction of prices on retail goods in stores, on the ground
that it is an unfair practice and is unfair competition.

Senator WAGNER. I can't think of such a situation, Senator. Of
course, I am not a clairvoyant. What I think we have primarily
in mind is to raise the standards of industry so that in the field of
competition you being with a decent living wage and decent hours,
and then with that as a basis you are still in your area of competition.
In other words, you are preventing the sweatshop fellow this 10
or 15 per cent of an industry which has been dragging te whole
thing down by the exploitation of labor, from doing just that. We
want to prevent that. We want to raise them all up to a higher
standard, and then have your competition with this as a basis.

Senator BARKLEY. With that I am in entire harmony and sym-
pathy, but I am wondering whether the President is to be authorized
to go into the retail end of it, the control of the retail business of the
country, and fix prices, or issue orders that will prevent a merchant
from selling a hat for $2.75 when somebody else is selling it for $3.

Senator WAGNER. There are the restrictions that the code must
be fair to the consumer, fair to the competitor, fair to the public
generally, and I think these prohibitions are sufficient, together with
a just administration, to take care of that situation.

Senator CLARK. Does the act contain any definition of the term
"industry"?

Senator WAGNEIt. No; I don't think that is needed.
Senator CLARK. We have had a definition of agricultural industry,

the oil industry, things that really have to do with natural resources.
You stated a moment ago this does not include the agricultural indus-
try. It seems to me without a definition nobody knows what it
includes.

Senator WAGNER. We have taken care of that right at the end
haven't we?

Senator COuZENS. Section 8, I think, on page 9.
Senator WAGNER. Yes.
Senator CONNALLY. Senator Wagner, may I ask a question?
Senator WAGNER. Yes; there it is right there. We are providing

against a conflict with the agricultural bill right in the act itself.
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Senator CONNALLY. Senator Wagner, the effect of this measure, so
far as industrial prices are concerned to the consumer will be, of
course, to raise the level of those prices?

Senator WAGNER. Yes.
Senator CONNALLY. And one of the major purposes of the bill is

to give industry a larger price for what it produces?
Senator WAGNER. I take it that that will be the effect of it.
Senator CONALLY. That is what I meant.
Senator WAGNER. Because the wage earner gets more.
Senator CONALLY. If wages are increased and the industries are

allowed to make their agreements as to codes of ethics, they are going
to make them, of course, in such a way as to make their business
profitable. How is that going to affect the situation in r yard to
farm relief? We have been tellin; the farmers for years anA years
that he is paying too much for his industrial purchases, that he is
not on an economic level with industry, and that industry has been
jacked up above agriculture. Now, we have undertaken to help him
through the Farm Relief Act, which has not yet begun to function
and now if we come along in this bill and raise industrial prices still
higher than they are now, what are we going to do to improve him?

Senator WAGNER. We could put them both on an equality and
this is the objective sought by the administration. Now, with the
farm bill to raise the prices of his commodities, and this bill to pro-
vide purchasing power-and I think you will agree that unless we
have got a large number of people working with an adequate pur-
chasing power, the farmer cannot sell his commodity.

Senator CONNALLY. That is true.
Senator WAGNER. Those are complementary, those two acts.

But the farmers now are not on an equality.
Senator CONNALLY. He is down now, and we are trying to move

him up by the Farm Relief Act, and now if we move industry up a
little further--

Senator WAGNER. No, we are not going to do that. I think they
are going to be on a level.

Senator CONNALLY. I am just trying to get your reaction.
Senator WAGNER. Of course, that would be an absurd thing, to

bring agriculture up a little way, and lift industry up so that that
same old margin existed.

Senator CONNALLY. But the purpose of this bill is to raise indus-
trial prices above what they are now.

Senator WAGNER. Certainly. You consider that a worthy pur-
pose, don't you?

Senator CONNALLY. Not if they are too high.
Senator WAGNER. At the present time business is bankrupt

because prices are too high.
Senator CONNALLY. Not if they are too high, I repeat, as compared

with agriculture.
Senator COEIZENS. They can't sell at the present low prices.
Senator LA FOLLETTE. Senator Wagner, did you and your asso-

ciates consider the advisability of conferring power upon the President
to amend or revoke these codes of fair competition in cases where it
was demonstrable that the public interest was being injured by their
continuance?

I
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Senator WAGNER. That is right in the act. He may modify, cancel,
or do anything to the order.

Senator BARKLEY. This bill is to last for two years, I believe, unless
the President shall sooner declare the emergency over. What
happens to all the orders and the codes that have been issued during
the two years after the emergency expires?

Senator WAGNER. Well, of course, there are 60 days after that for
readjustment, and then they go out, unless in the meantime-and I
am very confident that will happen-Congress, observing the workings
of this plan and its benefits to the public generally, will make the
administration of it permanent. I think that that depends upon the
success of the experiment a good deal, and if it lifts us up and it is abetter way, a newer and better way, of having an organized economic
system, instead of chaos and planlessness, I am sure Congress will
respond and make the legislation permanent.

Senator BARKLEY. But if it don't, at the end of these two years,
all this this would drop back into status quo.

Senator WAGNER. Yes; but you are not only a very distinguished,
but also an experienced legislator and you know very well if this
legislation does what we hope it wili, Congress will make it permanent.

Senator GORE. Oh, yes; there is no doubt about it, if the voters get
behind it.

Senator WAGNER. After all, that is the country, the voters.
Senator GORE. In connection with Senator Connally's question,

what about the reaction on our foreign trade, of elevating these prices
artificially?

Senator WAGNER. Well, I can't tell. I suppose this is no time to
take it up. It may require a readjustment, I don't know. But I
think, Senator, primarily our problem is a domestic problem. I think
the effect of international trade has been greatly exaggerated. It has
been used as an excuse for inactivity by us in bringing order out of
chaos. Primarily our whole economic welfare is a domestic question.
It may require some adjustments. If we are going into a race of
depreciated currency, I don't know what the end will be. I suppose,
eventually, zero. I cannot believe the countries of the world are
gong to start in on a race of depreciated currency, because that would

rive us all down.
Senator GORE. I hope you are right about that.
Senator BARKLEY. You don't want to venture any suggestion as to

how this money is going to be raised?
Senator WAGNER. We provide that by taxation.
Senator BARKLEY. I know, but what sort of taxes? You don't

want to go into that?
Senator WAGNER. No, because you know more about that than I

do.
Senator BARKLEY. I hate to be put in a position of denying a

statement like that, but I would like to have your views.
The CHAIRMAN. If there are no other questions, Senator Tydings

is here, and he has a matter he wishes to present.
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STATEMENT OF THE HONORABLE MILLARD E. TYDINGS, UNITED
STATES SENATOR FROM MARYLAND

Senator TYDINGS. I offer an amendment, which the Senate adopted,
which is not present in the bill now before you. It provides that on
the project for the housing of officers' families of the United States
Army, Navy, and Marine Corps, they shall be a part of the public-
works proposition, where those matters are self-liquidating. It
doesn't cost the Government any money. It simply allows those who
want to build housing for Army, Navy, and Marine officers to borrow
the money where the project is sound and has been approved by the
Reconstruction Finance Corporation, so that additional facilities can
be had for the Army, Navy, and Marine Corps officers.

May I say that the reason for this amendment is that at Annapolis
there is insufficient housing for Army, Navy, and Marine officers?
A corporation has been formed down there to build the housing
necessary. In the old bill the Senate put it in. I simply ask that
they be allowed to share in the self-liquidating provisions of the bill.

That is, on page 12, section 202, line 20, strike out the parenthesis
and insert in lieu thereof, and immediately preceding insert the
following, "construction of projects for housing of families of officers
of the United States Army, Navy, and Marine Corps."

Senator CONNALLY. This corporation that is organized, has it any
money?

Senator TYDINGS. I understand so.
Senator CONNALLY. Or does it expect the Government to furnish

all the money?
Senator TYDINGs. No, I think it is going to furnish a large part of

the money.
The CHAIRMAN. Mr. Richberg, you have had considerable to do,

I understand, with the drafting of this proposal?
Mr. RICHBERG. Yes.
The CHAIRMAN. We will be glad to hear from you with any explana-

tion or analysis of the bill you desire to make.

STATEMENT OF DONALD RICHBERG

Mr. RICHBERG. Mr. Chairman and members of the committee, it
seems to me that I might be most serviceable to the committee in
meeting questions that arise in the minds of the committee as to
which I may be of any help, rather than in attempting to make a
speech to the committee on the subject.

Senator Wagner has outlined the general purposes of the bill. I
would like only to emphasize the interrelation of the two titles; that
as a matter of industrial regulation, the two titles go along together.
Merely to enable industry at the present time to operate on a better
general plan, to operate more effectively, would probably not be
sufficient to induce any rapid economic recovery, but if at the same
time there is provision made, as in title 2, for large and immediate
expenditures for the construction of public works program the result
will be to put a very large increase in purchasing power in the market
which in itself will provide a basis for the stimulation of normal
industrial operation.

If then at the same time this other program is adopted, so that we
do not have merely an increase of the cutthroat competition by this
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additinal bt.ines, but at tl-e some time we promote a spread of the
benefits of this industrial activity throughout the community, and a
further spread of purchasing power, it is then the thought that the
two titles will work together as a comprehensive program that must
produce a certain amount of business revival.

Senator CLARK. Mr. Richberg, just what is the logical connection
between this public-works program and the emasculation of the
antitrust laws? Frankly I am unable to see any connection.

Mr. RICHBERG. May I say, Senator, that I am not in favor of what
you describe as the emasculation of the antitrust laws.

Senator CLARK. Somebody slipped it in this bill, then.
Mr. RICHBERG. It is not the thought which I have in mind that

the purposes of the antitrust laws are evaded by the provisions of
title 1. In a very broad way, one of the main purposes of the anti-
trust laws ha been to protect the fair competition, to prevent the
abuses of monopoly power.

Senator CONNALLY. What is fair competition? This fair competi-
tion is a fine, mouth-filling phrase that tickles our ears, but what is
fair? Who is going to say? Is it fair from the standpoint of the
corporation? Pair from the standpoint of the corporation might be
all that the traffic will bear, catch the consumer; gouge his eye out
and bite off his ear. But what is fair, now? That is too broad a
term for me to understand in all its ramifications. Maybe you,
having drawn the bill, know what it means?

Mr. RICKBERG. I only participated in it, Senator. As to what fair
competition is, of course it is very difficult to define any word of
excellence. It is difficult to say what is good or bad, except as cus-
tom and common acceptation make a thing good or bad. There are
certain fundamentals, grown up by business customs which are
recognized as fair or unfair methods. For instance, I was just speak-
ing about the effect of monopoly. One of the most unfair effects of
such monopoly, as it developed, and one that was responsible in large
part for the antitrust laws was the use of monopoly power to move in
with tremendous financial and selling power into a community, to
undersell the small business interest, to drive them out of business and
then to boost the price back to make up for the loss. That practice
was one of the motivating features of the antitrust laws.

Now, that practice is abused either by the temporary abuse of
large power in the manner in which I have suggested, or else it is
abused and another factor just as harmful to the community comes in,
which is underlying this entire law, and that is the fundamental cost
of all industrial production or labor costs, and as soon as you exploit
labor in an industry, with long hours of work and low wages, you have
unfair competition developed. You have unfair competition ad-
vantage, and I don't believe anyone will dispute that, over the man
who wants to pay decent wages and wants to work human beings as
human beings and not as dumb animals.

Senator COUZENS. The reason for the relation of the two sections
seems to me paramount; take for example, the cement business; if
we didn't have section 1 in there, one cement factory might bid for
this cement work on a wage of $4 a day, another $2, and another $1
a day.

Mr. RICHBEIRO. Precisely. If you are going to spend this large
amount of money on a public-works program there should be some
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protection even in these expenditures. Senator, most unfair bidding,
is by low wages.

Senator CLARK. Doesn't title 2 contain protective provisions to
that effect?

Mr. RICHBERG. It contains protective provisions along that line.
Senator CLARK. Therefore that doesn't show any necessity for

title 1, if title 2 does contain it.
Senator COUZENS. Oh, yes, because they can go further back than

the contract made with the Government. In other words, the con-
tract may go back to the mines or some other subdivision of the
industry which would not be affected by the contract itself, and
therefore there would be no control.

Mr. RIUNBERO. That is precisely one of the questions which arose
in the drafting of the public-works program. My primary interest
in this matter grows from an interest in the public-works program
and in the work upon that program, with many others at different
times, I have participated in efforts to try to protect the labor con-
ditions and wages and hours beyond the expenditure of a vast amount
of money in public enterprise. It is possible, as in this bill, to pro-
tect against the direct expenditures, where they are directly under
control, and to require hours and wages of reasonable character, but
as Senator Couzens has pointed out, you go immediately back into
the secondary group where materials are purchased by contractors,
where you are reaching the secondary labor group, and it was found,
as a matter of practical operation, impossible to go back beyond your
direct appropriations and control the labor conditions in those
secondary enterprises.

Senator GORE. Before you leave the wage program, one or two of
the Western States had minimum wage laws for women.

Mr. RICHBERG. Yes, sir.
Senator GORE. And the point was reached in the depression where

the employers were not willing or able to pay those minimum wages,
and they laid the women off and employed men. I assume that is
taken care of to some extent in this by making a minimum wage
law apply to both sexes, and all labor?

Mr. RICHBERG. There is no discrimination in this law.
Senator GORE. Might there not come a point where employers

could not afford to pay the minimum wage and close up the shop
entirely?

Mr. Ricwy-ERG. That is an argument, which, of course, has been
advanced. I mean that states the results of present conditions with
a very much over-stocked labor market. As a matter of fact, even
well-intentioned employers have faced the necessity of cutting down
to a starvation wage or else going out of business, and it is thought
that if we establish fair standards of wages and working conditions
throughout your industrial situation, you will get at least a maximum
of employment which is possible upon a decent basis, and as a matter
of fact, if you are increasing the purchasing power of one industrial
group, you are making it possible to increase the purchasing power of
another industrial group. Unless they go together, we can't accom-
plish anything.

Senator GORE. No employer can pay a laborer more wages than the
value which the laborer contributes to the product.

,!
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Mr. RICHERG. And that value will depend upon the purchasing
power of the public for that product.

Senator COUZENS. Has labor any objections to the licensing pro-
visions?

Mr. RICHBERG. I have heard none. You mean as to these licens-
ing provisions?

Senator COUZENS. The Senator from Oklahoma raised the question
why the laborer should not get a license and have it subject to revoca-
tion, as industry does. If you represent labor, I would like to ask if
you have any objection to that provision for labor?

Mr. RICHERG. In the first place, may I explain that I am not here
representing any group, and I am not here in representative capacity
and did not work on this bill in a representative capacity.

Senator COUZENS. We know your sentiments, though.
Mr. RICHBERG. Yes, and I am willing to state them, but I don't

want to bind anyone else by what I say. I was simply asked to
assist in the preparation of this bill, and I have asked to be here,
not on the part of any labor group, or in any representative capacity.
Let it also be understood that I do not represent the administration.
I will not bind anybody by my statements. As to the licensing of
labor organizations, I think an entirely different question is involved
there. That leads into an entirely different field. I am in entiresympathy with the suggestion that was made as to controlling
racketeering in labor organizations. There is nothing more harmful
to the well- eing of labor as well as management as racketeering ac-
tivitics in labor organizations. But as to them being a part of this
bill, I venture to point out that the thought and purpose behind this
is to enable the management of an industry to put his house in orderand to preserve to the management of industry its own form of opera-
tion. That was the point I was coming to that I wanted to empha-
size, because of the discussion as to the constitutional phases of this
bill. It is perfectly clear this bill can be administered in a way to
make it grossly unconstitutional. That doesn't mean the bill is
unconstitutional. It means that the administration of the bill may
or may not proceed along constitutional lines.

Senator CouzENs. Before you get into a constitutional argument,
I would like to go further into this practical side. Assuming that a
manufacturer adopted the code, or a group adopted the code.

Mr. RICUBERO. Yes, sir.
Senator CouzENs. And they had collective bargaining, and after

they had agreed upon a code the labor organizations decided to strike,
saying that the code was not fair, and they decided to strike. There
would be no position the Government could take to prevent that, as
I understand.

Mr. RICHBERG. I am unable to see how any such law could be
passed even, under the Thirteenth Amendment.

Senator CouzENs. I am not speaking of the law to compel men to
work, but I am tring to find out whether labor would be obligated to
the contract it ha made to carry out the provisions of the code.

Mr. RicHBEim. I see no reason why the labor organizations should
not be obligated just as completely as the organizations of manage-
ment to carry out the code, and I see no reason why the labor organ-
izations should not be held to responsibility, and I think on the whole
labor organizations have maintained their contracts.
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Senator COUZENS. I am not disputing that, but we are getting
into an unusual field here, and if a code is to be set up it seems to me
that it should be as much of an obligation upon the labor side as it is
upon the other side to maintain the code.

Mr. RICHBERG. I think that is quite true.
Senator COUZENS. Would you have an.- objection to something

going in the bill to provide that?
Mr. RiCUBERG. That is rather a blanket suggestion, Senator Cou-

zens, because I would have objection, frankly, from a personal stand-
point. I think it would be very unwise and unenforceable to en-
deavor to. put a certain type of enforcement in the bill. If there is
any method of protecting the labor contract in the same manner as
you may protect the industrial contract, I am for it.

I do not want to leave that statement in the record that is there
because I want to make it perfectly clear that when labor is required
to live up to a contract to get work, the mutuality on the other side
requires that there be a contract to give work; and I want to say
that when management is entering into a contract to get labor, it
should give a contract to employ labor.

Senator LA FOLLETTE. Ma I direct your attention to section (b)
on page 4? Why would not labor be included in lines 12 to 14?

Mr. RICHBERO. Because the code, as a matter of fact, Senator
would not be made as a code affecting labor participation. It would
be a managements code concerning operations of management in the
industry, as I understand it.

Senator LA FOLLETTE. I understood that these groups are required
to be truly representative.

Mr. RICHBERG. That is true.
Senator LA FOLLETTE. Does not that contemplate that labor is

to be represented?
Mr. RICHBERG. The contemplation of this particular section is, I

think-although it is not so stated-that the code of an industry is
ordinarily, as far as its practices are concerned with the management
of operations, to be representative of management. But in that code
there is a requirement that the employees shall have the right of
organization and collective bargaining, which means that the employ-
ees would have in such an industry the right to bargain with the
management as to the terms or conditions affecting labor.

Senator LA FOLLETTE. I am very much interested in that point,
because I have given some consideration to the establishment of
some kind of planning, and do I understand you to say that in
requiring that these groups that are to be formulated are to be
representative-that you do not contemplate that labor is to partici-
pate in or to have representation in those groups in formulating the
code?

Mr. RICHBERG. I would say that insofar as the code only dealt
with management problems, as to marketing or production, it would
not necessarily follow that there would be labor representation in
there.

Senator LA FOLLETTE. I understand if you have some particular
phase of a code, but if you are drawing up a code, let us say to estab-
lish practices which shall be considered fair or unfair in the steel
industry, do you not envision that labor would be represented in
drawing up those codes, insofar as they relate to working practices,
either fair or unfair in relation to employment?
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Mr. RICUBERG. I have this vision of it, and that is that either
labor will participate in the drawing up of such codes, or that labor
will participate in the consideration as to whether such codes are fair,
and perhaps management will regard it as desirable to have labor
participate at the first stage rather than the second.

Senator LA FOLLETTE. Certainly it is within our power to require
that under this bill is it not?

Mr. RICHBERG. it is within the power of the Senate to require such
representation as to make this code representative of the industry.

Senator LA FOLLETTE. And is it not possible that in formulating
these codes, insofar as they relate to practices or otherwise, in em-
ployment, that labor would not be represented in drawing up those
agreements?

Mr. RICHBERG. I say it would be either a choice of labor partici-
pation in the original preparation or labor participation in the con-
ideration of the codes. Unfortunately there is such an attitude
toward labor in many industries that perhaps the easiest practical
method is to work out a labor correction code, which is a code of what
is unfair rather than original labor participation. In some instances
they do those things.

Senator CONNALLY. A sort of veto power.
Mr. RIOCJBERG. No; not a veto power. May I make an illustration

of the so-called "railroad bill" which is now before Congress, in which
labor organizations there fought for participation in the planning. It
was objected to on the part of management, but an amendment has
been considered by the committee concerning those plans to give rep-
resentation to labor up to a part of the planning. That is not a veto
power, but it is a consideration.

Senator BARKLEY. You were asked a while ago if you objected to
the licensing feature of this bill being made applicable to labor organ-
izations. As I understand it, wherever a license is required, nobody
who does not obtain a license can transact business, and if it applies
to labor organizations, and if the labor organization does not have a
license, the men belonging to that organization could not work. The
effect would be a Presidential labor strike.

Senator GORE. Would you apply the same rule to organizations of
employees as employers with respect to licensing or the revocation of
a license for violation of the code?

Mr. RICHBERG. I would not as long as labor has a voice in manage-
ment of the industry.

Senator GORE. YOU said a while ago you thought industries would
have to guarantee labor to labor.

Mr. RICHBERO. In other words, the contract would have to be
mutual if they were going to be successful.

Senator GORE. Then the giving of work would have tied in some
sort of requirement of management to give employment to labor at
a minimum wage.

Mr. RICHBERG. I cannot follow that for the minimum wage. The
minimum wage is a limited correction on certain concerns. It simply
sets a bottom wage below which it is parasitic to employ labor.

Senator GORE. Suppose the industry cannot pay the wage and sell
in competition with others.

Mr. RICHBERG. The answer is the man who employs has got to
take cost into account and food for his stomach and a home to live in.

Senator CONNALLY. You do not refer to reforestation, do you?
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Senator GORE. I accept as well as you do the doctrine of high
wages, but take for instance in this town where the carpenters are
demanding $11 a day, during this depression, and a few weeks ago
the Secretary of Labor O.K'd. that as the prevailing wage. When
you assert that wages can be too low do you not necessarily mean that
they can be too high? .

Mr. RICHBERG. I admit that they can be too high, just as railroad
rates can be too high. You can put them so high you cannot get the
traffic.

Senator GORE. Ought there to be equal power vested somewhere
so that if labor should, by chance, demand wages higher than they
are entitled to, that their license should be revoked?

Mr. RIcHB RG. I think you are getting into a very difficult field,
at least.

Senator GORE. Ought not this thing to be reciprocal?
Mr. RICHBERG. When it becomes reciprocal I think you will have

no difficulty in working it out. It is not reciprocal now, and as long
as management insists on arbitrary power of mangement, labor
must insist on bargaining.

S lnator GORE. All right.
Senator CONNALLi. They entered into a bargain here and you

revoke the license of the employer if it does not stand hitched.
What do you do with the employees if they dd'not stand hitched?

.Mfr. RICHBIER. I do not know of many cases of violation of a
contract by labor organizations.

Senator COUZENS. Let us illustrate
Mr. RICHBERG. I know it is common for industry to cancel their

contracts.
Senator GORE. Are not there as many strikes as lockouts?
Mr. RICHBERG. That is something I cannot answer.
Senator BARKLEY. That would lead into a controversy as to

whether the strike was brought about by the conduct of the manage-
ment of the industry.

Senator Gore. It looks to me like it is headed toward regimentation.
Mr. RICHBERG. May I say that it is very important to get this idea

clearly, whatever it is heading toward. It is perfectly clear under this
bill the powers could not be and would not be exercised to carry out
a vast program of regimentation of industry. In the first place it
would be a physical impossibility, at meclhanical impossibility to
organize even within two yetrs tile industry of this country, under
our forms of government and our limitations and rights of property
and so forth-in any such way that industry as a whole would be
regimented.

Senator GonE. This bill virtually destroys the right of private
property, does it not?

Mr. icHBtER. I would say that this bill is an act to preserve the
rights of private property and to preserve it froa its present destruc-
tion.

Senator GonE. When we do this,"does it destroy the right of private
property? Now, as to the railroads, that is a different circumstance,
for they have certain rights of eminent domain. It is quite different
from making ax handles.

Mr. RICHBERG. Well, the right of private property is simply a col-
lection of rights protected by the Government. P primarily you have
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a right of control without having the thing taken over, and secondarily
you have a right of control of use. But to say you take my property
because you have the right to control its use, is a conclusion but is
not a fact.

Senator GonE. Unless you continue to take the rights away one
by one until you have nothing left. However, we are coming to this.
I think this is as revolutionary as anything that happened in this
country in 1776, or in France in 1889, or in Italy under Mussolini or
in Russia under Stalin.

Mr. RICHBERG. You have not destroyed the right of private
property under this.
Senator CONNALLY. A moment ago you were saying that this bill

could be administered in a way so as to make it unconstitutional,
were you not?

Mr. RICHBERG. Yes, sir.
Senator CONNALLY. You meant by that that this bill apparently

grants powers which, if exercised, would be beyond the Constitution?
Mr. R ICHBERG. No; I mean the powers here could be exercised

arbitrarily and be constitutionally valid or invalid depending on the
reasonableness or unreasonableness of the exercise of the powers.
Senator CONNALLY. Let us see if this bill specifically grants the

powers which when exercised-I do not care how they are exercised,
ut if they are exercised under the grant of this bill and being so

exercised would be unconstitutional, why is not the bill unconsti-
tutional?

Mr. RICHBERG. Because the bill does not have to be interpreted
so as to authorize such powers.
Senator CONNALLY. It does not? You say this bill gives powers

which if exercised in a certain way would be unconstitutional.
Mr. RICHEERG. There is no power that I know of that is given

which could not be exercised in an unconstitutional manner.
Senator CONNALLY. If one does that he goes beyond the powers

that are given him.
Mr. RICHBERG. That is it.
Senator CONNALLY. That is not this bill at all. Any officer who is

given power to make an arrest, if he arrests a man the way the law
authorizes it, is not guilty of violating the Constitution, but if he
goes out and arrests a man when he has no right to arrest him-does
it illegally, he is not acting under authority of law. He is acting
;inder his own arbitrary will.

Mr. RICHBERG. Yes, sir.
Senator CONNALLY. What I am trying to do is to distinguish be-

tween that and your statement.
Mr. RICHBERG. I feel under this bill, with the powers conferred

one step to another, those powers can be exercised in a constitutional
manner and accomplish the results sought, but at the same time I
say any power can be exercised in an unconstitutional and arbitrary
manner for the purpose, apparently, of accomplishing the result, but
which would amount to setting it aside.
Senator CONNALLY. Well, we are just leaving this whole thing to the

man who is to be the manager.
Mr. RICHBERG. The Interstate Commerce Commission and every

commission you have established has faced this problem. You have
176260-38--8
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set down a broad standard and the law says it is constitutional. The
words written in the Interstate Commerce Commission Act, "just
and reasonable "-what does that mean?

Senator CONNALLY. That is administrative.
Senator BARKLEY. Any officer acting under this or any other

act n:ay perform an unconstitutional act under color of the authority
he uses as a basis of his act, may he not?

Mr. RICHBERO. Yes; but it is primarily the character of the act.
It has to carry only constitutional powers.

Senator CONNALLY. Your argument a while ago about unconsti-
tutional powers here is nothing more than a platitude on this or any
legislation.

Mr. RICHBERG. I am sorry it i.i taken as a platitude.
Senator CONNALLY. Do you think this is a high and good measure

and will help us out?
Mr. RICHBER0. I think it will.
Senator CONNALLY. Why do you limit it to two years?
&IMr. RICHBERG. For the reason I stated. I thinly one of the most

beneficial features of this is its experimental character. Either it will
work or not work, one or the other. Of course it could be repealed at
the next session of Congress, or it could be extended and within the
two years at least the Congress of the United States will have an
opportunity to see whether this sort of machinery can work, and if it
does not, what corrections should be made in it.

M.ty I say a word about the development of this particular bill,
becau Se therm were a multitude of counsellors in the preliminary stages.

Senator CONNALLY. Did each one get his ideas in?
NIr. RICHBERG. And as near as I could say, after two or three years

of labor of this magnitude of counsel, there was so much confusion
that it looked as though it was going to be impossible to get anything
in this en.ergcncy which was gravely necessary

Senator (IoRE. Do you mind taking into your confidence the
Menbers of the Senate here? I suppose when you drafted this bill
you contemplated they would ultimately approve it. Can you tell
who participated in those conferences?

,Mr. RICHInERG. As to the number of persons who participated in
those conferences I have not that. I would say they were as the sands
Of the sea.

Senator GORE. How many Senators and Congressmen were in that
group?

N1r. RICHBERO. I would say within the last 2 years a larye part
of the N Iembers of both Houses have been brought into the conferences
of which I speak.

Senator CoUzENS. I would like to ask one practical business
question. I am not a lawyer and I cannot enter into the discussion
of the constitutionality of these problems, but as a practical que3tion,
the bill provides for collective bargaining?

Mr. RICHJERO. Yes, sir.
Seniator COUZENS. And assume that the workers bargain with the

cement industry and, based on the conclusion of this agreement,
which the industry agrees to, the cement industry took a lot of con-
tracts for public work, and after it has been running on for 2 or
3 months, as the case might be, those workers who entered into
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collective bargaining decided they wanted more wages. What
procedure would be taken under the act?

Mr. RICHBERG. It would depend possibly on the method by which
they organized their collective bargaining. If they followed such
procedure as we have in the railroad industry, they would apply for
a change of contract and there would be conferences and consultation
over it, and it might be that the Government would aid in bringing
the parties to an understanding.

Senator COUZENS. Might not that be too late? If a manufacturer
of cement wakes a contract to sell a million barrels of cement and he
bases his contract on an agreement he has made with labor, and he
furnishes 200,000 or 300,000 barrels, and he has 700 000 or 800,000
more barrels to deliver, and going on, based on the collective bargain-
ing, what happens if labor changes its mind and wants more pay?

Mr. RICHBERG. They do not get it. They have not the capacity
to put their hand's into the till; but on the other hand, management
usually has the capacity to reduce their pay.

Senator COUZENS. Well, management could not reduce the pay
under the act, because management would have its license canceled.
You went to have him tied up so that he will have to do what he
agreed to do. Now, what about labor? If it wants to change its
contract, what can happen if it insists on changing the contract?

Mr. RjCHBERG. In the first place you have gone beyond my thought
of licensing, but I would like to include in the licensing the thought
of protecting the wage earner and working conditions; then you could
provide the reciprocity between the management guaranteeing to
furnish the work and the workers agreeing to work. I suppose there
is no objection to that at all.

Senator COUZENS. I want to confine this to a million barrel con-
tract, in which the manufacturer agrees to employ 1,000 men to pro-
duce this million barrels of cement, and he goes on and produces a
quarter of it, and in the midst of his contract-it is not a question
whether he has got any more labor or not-but labor says they want
more pay. What is ds recourse?

XM-fr. ICHBERG. Do you mean they threaten to strike?
Senator CouziExs. Oh, no; they may go to the management and.

say, "W e want a dollar a day more and if we do not get it we are
going to strike ". What then? I mean these are practical questions.

Mr. RICHBERG. They are practical in one sense and in %nother
sense it is a question whether they are, because as a matter of fact that
is not a difficulty that has arisen in labor relations. You may not
expect to find broken contracts with responsible labor organizations.

Senator COUZEN s. You are going back to labor organizations.
I am talkirg about this collective bargaining agreement mentioned
in the act.

Mr. RICHBERG. Which must be by labor organizations.
Senator CouzENs. Oh, no. It may be a plant organization or an

organization in some plant-in the country where they produce cement.
They may have a get-together of 1,000 men who do not belong to any
brotherhood such as the machinists, or anything of that kind. They
make a collective agreement with the management of this plant to
produce a thousand barrels of cement. It is true they had negotia-
tors, but they do not belong to any union. In the dSAt of the-execu-
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tion of that contract, what happens if labor says they will not work.an more?
Kir. RICHBERG. It seems to me you have stated a wholly one-sided

contract and asked my opinion on it. I do not see that the manu-
facturer in your statement has guaranteed the workers anything. He
has not guaranteed them any work and has not given them any
assurance. He just says, "If you work for me I will pay you so much
money."

Senator COUZENS. You get off the track again. I am still sticking
to the statement that a man has a contract for a million barrels of
cement and he gives them work for that.

Mr. RICH3BERG. He may promise them work for a day at $4 a day.
Senator COUZENS. He may promise them work every day at $4 a

day until he produces this million barrels. That is a substantial
agreement. In the middle of that work, labor says "We want an
increase." What is the recourse?

Mr. RICHBERG. I do not think you can have any recourse if you
do not have dealings between responsible organizations. The minute
I suggested responsible organizations you suggested you just had a
plant organization.

Senator CouzENS. You cannot organize these men all over the
country, cement laborers, in one group, and common labor. Today
you have no national organization of common labor. You have no
national organization of cement workers, and there are scores and
scores of activities where there are no organized labor representatives.
I am talking about the realities.

Mr. RICHBERO. What is there that will embarrass the manufacturer
under the kind of circumstances you mentioned, where we have
millions of men out of work and the employees come to him and say
"We want higher wages"? I do not see what embarrasses the man-
agement.

Senator COUZENS. I know it is not, but what if a situation arose
within the next two years where there was a limited territory and a
limited amount of labor.

Mr. RICHBERG. I hope such condition will arise within the next
2 years, but I do not see how it will.

Senator COUZENS. Well, it may arise in one small community.
Maybe I am r.atber theoretical.

Mr. RICHBERO. I think you are rather theoretical.
Senator LA FOLLETTE. Do you regard the program as outlined

under the title II there as adequate?
Mr. RICHBEIG. Personally, I would prefer i much larger amount.

That is my personal opinion.
Senator LA FOLLETTE. How much?
Mr. RICHBERG. I would have said all the money which could be

expended for projects which would be of public service, that would
be really of benefit to the public service. That is a definite liniita-
tion, because it takes up so much time to determine projects, to have
them blueprinted, to get men to work.

Senator CLARK. Is it your idea it ought to be without any limita-
tion as to amount?

Mr. RIcHBERO. I would have been glad to see it without limitation
or twice this amount if it were thought the money could be expended
beneficially. What made the limitation, as I understand, was the

on
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question of raising the servicing charge so as to have enough money
by new taxation to meet interest on bonds and sinking fund and in
order to meet that, it was the recommendation of the Treasurer that
there should be this tax of approximately $200,000,000 or $220,000,000
and on that basis this $3,300,000,000 fitted in as the appropriate figure
on the other side.

Senator LA FOLLETTE. Do you believe the program should be
large enough and carried on far enough to bring about economic reper-
cussions?

Mr. RICHBERG. I believe a maximum program with maximum
speed is what we need, the largest amount of contracts we can put
into effect in the shortest possible time. I do not think that would
be money wasted.

Senator BARKLEY. It is obvious that lawyers sometimes pick out
technical things in a bill that may not work out in practice, but I
notice under this bill the President is authorized "after due notice
to require any business enterprise "-that is the language of the act-
engaged in interstate commerce or engaged in any business affecting
interstate commerce, to be licensed. That is not limited to inter-
state commerce. It would include wholesale grocers, or any business.

Mr. RICHBERG. That is, anything that is distributed.
Senator BARKLEY. And it would require license on the part of the

wholesale groceryman if he sold a little goods across a State line. Is
it necessary to go that far? If business ever revives and men are given
work, wholesale and retail businesses will be revived automatically
and I wonder if we should go far enough to say that nobody could
engage in wholesale or retail business over a State line if they sold
anything over the State line, unless they take out a license. That
may be an extreme interpretation, but it is in the act.

Mr. RICHBERG. Certainly the licensing clause is a clause that
could not be used effectively if it had to be used frequently. It
would be a powerful weapon if it could be used effectively instantly,
but as far as affecting all industry, it is impossible. If industry is
such that you cannot get fair trade and business practices established
by voluntary organization and therefore you have to coerce fair
trade and business practices through a licensing power, I would say
even legislation as drastic as this would not be effective.

Senator BARKLEY. There is a very fundamental difference in indus-
trial plants engaged in producing something in this emergency situa-
ation and merely a house of distribution where there is a sale.

Mr. RICHBERG. That is true, but I think this is also true, that
some of the worst abuses and exploitations of labor comes within
the group of distribution. If there are any worse underpaid groups
than in the retail distribution I am unaware where they are, except
possibly in the worst parts of the textile industry. If you are going
to have a code, the purpose of which is to improve the hours and
wages of labor, it certainly would be more than unfair to leave out
of the operations of that code a vast, at the present time submerged,
group of labor.

I wish to emphasize that when this matter was up previously, if
there is any effectiveness in this type of legislation, it is to come pri-
marily from the voluntary action of industry itself. Unless you can
get from management in the country a large percentage of those
operators to come voluntarily forward and attempt to enforce these
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agreements, the legislation will be a failure. Therefore, while we may
talk about these drastic powers, it is only for the coercion of a recalci-
trant minority that they are intended. The curious thing about the
suggestion to put drastic powers in this bill is that it came right from
business men themselves rather than other particular groups.

The CHAIRMAN. We thank you, Mr. Richberg. We may call you
again.

The committee will stand adjourned.
(Thereupon at 12 o'clock noon, the committee adjourned subject

to the call of the chairman.)
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FRIDAY, MAY 26, 1938

THE UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to call, at 10 a.m., in room 312

Senate Office Building, Senator Pat Harrison presiding.
Present: Senators Harrison (chairman), George, Connally, Gore,

Clark, McAdoo, Reed LaFollette, Metcalf, and Walcott.
The Committee had under consideration S. 1712.
The CHAIRMAN. There has been a request for hearings on this

bill with reference to the oil situation, and I know it is a question of
some importance and this committee is going to have limited, and
not extensive, hearing. It is hoped that the industry that is inter-
ested in this oil proposition can get together on someone that will
represent them, and that that someone will be as brief as possible.

Senator GORE. I think Congressman Marland is here and pre-
pared to present it, and I am sure he can do it as well as anybody
else, if the people agree on him.

The CHAIRMAN. Senator Capper is here, and we will hear him first.

STATEMENT OF HON. ARTHUR CAPPER, UNITED STATES
SENATOR FROM KANSAS

Senator CAPPER. I am sponsor of the bill now before the committee,
in which we are seeking to have added to the general industries bill,
if the committee after hearing our statement of the desperate situation
that exists in the Southwest oil fields more particularly, feels disposed
to do so. I cannot go too strong in emphasizing the need for action
by this Congress looking to the relief of conditions that exist down
there. There is a bill before your committee which covers the pro-
gram pretty thoroughly. It has been carefully thought out by those
who are responsible for determining the policies of the industry, and
Congressman Marland has introduced that bill in the House. I intro-
duced it here. It was drafted really in the Office of the Secretary of
the Interior, who in the last few weeks has been giving the subject
most serious study, and he has a grasp of the situation and can make
a statement here that will be of very great interest. But first, I think
if you could have a word from Congressman Marland, who is one of the
leaders in the industry in the Southwest, he can tell you in just a few
moments what we are seeking here to do. Then, I suggest you follow
that with a statement from the Secretary of the Interior who is here
prepared to tell you about this.

The CHAIRMAN. Is it satisfactory to the Secretary of the Interior
that Congressman Marland present the matter first, to be followed by
the Secretary?

Secretary IcKEs. Quite so.
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STATEMENT OF HON. DENNIS W. MARLAND, REPRESENTATIVE
IN CONGRESS FROM THE STATE OF OKLAHOMA

Mr. MARLAND. Mr. Chairman and gentlemen of the committee,
Senator Capper will offer as a supplement to the general bill, title 4
to supplement State regulation of petroleum. I would like to read
into your records, Mr. Chairman, copy of a letter addressed by the
President of the United States to the Vice President and the Speaker
of the House of Representatives regarding this matter.

Senator CONNALLY. Mr. Chairman, may I suggest to the Congress-
man that we have all read that, and that lie just put it in the record.

The CHAIRMAN. Yes.
(The letter is as follows:)

THE WHITE HousE,
Washington, D.C., May 20, 198$.

The SPEAKER OF THE HOUSE OP REPRESENTATIVES,
Washington, D.C.

My DEAR MR. SPEAKER: As Congress is doubtless aware, a serious condition
confronts the oil-producing industry.

Because oil taken from the ground is a utaural resource which, once used,
cannot be replaced, it is of interest to the Na'Gion that its production should be
under reasonable control for the best interests of the present and future genera-
tions.

My administration for many weeks has been in conference with the governors
of the oil-producing States and with the component parts of the industry but it
seems difficult, if not impossible, to bring order out of chaos only by State action.
In fact, this is recognized by most of the governors concerned.

There is a wide-spread demand for Federal legislation. May I request that
this subject be given immediate attention by the appropriate committee or
committees?

The Secretary of the Interior stands ready to present any information or data
desired.

May I suggest further, that in order to save time of the special session it might
be possible to incorporate action relating to the oil industry with whatever action
the Congress desires to take in regard to the other industries. In other words,
that consideration could be given at the same time that action is taken on the
bills already introduced and pending in committee.

Very truly yours, FRANKLIN D. ROOSEVELT.

Mr. MAIRLAND. The purpose of this title 4 is to aid the preserva-
tion of the petroleum resources of the United States. There are
300,000 small wells in the United States today which are being
forced out of production and closed down because of the low prices
for oil existing in the United States and because of the uncontrolled
production of flush wells in several of our oil-producing States,
notably Oklahoma, California, and Texas.

The market demand for crude petroleum in the United States today
is approximately 2,500,000 barrels daily. The State of Texas alone
can produce that amount and more. California might be able to
produce that amount, if its wells were wide open. Oklahoma, in
one field, can produce 2,500,000 barrels daily.

Senator CONNALLY. Two million five hundred thousand barrelsdailyv?
Mr. MARLAND. Yes.
Senator CONNALLY. That is crude?
Mr. MARLAND. Either one of those three States can produce the

entire market demand, 2,500,000 barrels, if they were permitted to
do so. If they were, it would mean the destruction of the oil wells
in the other States. If any State was permitted to flow its wells
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wide open, it would mean the destruction of the small wells in the
other States, because you cannot shut down the small pumping wells
for any length of time without putting them permanently out of pro-
duction. The ultimate yield of all the wells in the United States
today now in production, about 350,000 wells, over a period of 15 or
20years is estimated at approximately 12 billion barrels.

Senator McADoo. Twelve billion did you say, Mr. Marland?
Mr. MARLAND. Twelve billion barrels. The wells that are now

flowing in the United States have an estimated future potential pro-
duction, ultimate production, during their life, of 4,000,000,000
barrels. The wells that are pumping, about 300,000 pumping wells,
have an estimated future production of 8,000,000,000 barrels. The
flow wells, if not controlled, can and will destroy the natural resources
of the oil wells, this natural resource of 8,000,000,000 barrels. Most
of the oil-producing States have passed fair well-considered legislation
to control their oil resources, but these State conservation laws must
be supplemented by Federal enactment if they are to serve their
purpose. The people of the United States are vitally interested in
this subject. The continuation of uncontrolled production of oil
will mean the production of practically two thirds of the known
petroleum resources of the United States in a very short time, and
will mean, cosequently, eventually extremely high prices for pe-
troleum products.

The people of our producing States are vitally concerned because
of the great loss of income to those States. Thousands of oil pro-
ducers and hundreds of thousands of oil-field workers are concerned
because the producing industry is rapidly going into bankruptcy. I
have been in the oil business for nearly 40 years. I have been an
independent producer of oil nearly all that time. I know personally
most of the people engaged in the production branch of the industry,
and I can say without fear of contradiction that 90 percent of the
men engaged in the producing branch of the industry are in favor of
Federal control of production.

Senator CONNALLY. Do you speak for all the States or just for
Oklahoma in that connection?

Mr. MARLAND. I am taking them all.
Senator CONNALLY. Do you feel you are qualified to speak author-

itatively for 90 percent of the people engaged in the oil industry?
Mr. MARLAND. Not authoritatively, no.
Senator CONNALLY. If you know that, you are authorized to say

it, but how do you know it?
Mr. MARLAND. I have personal acquaintance with the producers of

oil in every field in the Ufited States.
Senator CONNALLY. Do you know 90 percent of them?
Mr. MARLAND. I know 90 percent in point of volume of production,

not in numbers, of course.
Senator CONNALLY. I am not questioning the statement, but I just

wanted to see what grounds you had for making it.
Mr. MARLAND. I believe I know the producers of 90 percent of the

oil in the United States.
Senator CONNALLY. I don't think that general statements of that

kind, even from a Member of Congress, are very helpful to us,
because it is such a general statement to say that 90 percent of the
people feel, on any subject, a certain way. It is so lacking in founda-
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tion that I don't agree with it. I don't think anybody is qualified
to speak for a large percentage of anybody unless they have personal
contact and know.

Mr. MARLAND. I appreciate the correction.
Senator CONNALLY. That is not a personal criticism of you, but

I do think in a statement made before a committee we ought to be
rather guarded.

Mr. MARLAND. I believe I am acquainted with the heads of the
corporations and individuals producing 90 percent of the oil in the
United States.

Senator CONNALLY. All right. If only a few great corporations
are going to control the situation, perhaps you are right; but you said
the men engaged in the field the laborers and everybody else engaged
in the oil industry, as I understand you a while ago, were interested
in this. If you are going to cover it by volume, you can take only
4 or 5 of the big companies, and you would have 90 percent probably
of the oil industry.

Mr. MARLAND. No; I think that is not correct. All the big com.
panies, known as the major companies, do not produce more than
30 or 40 percent of all the oil.

The CHAIRMAN. All right, Mr. Marland.
Mr. MARLAND. I feel that the petroleum industry needs Federal

control.
The CHAIRMAN. May I ask you, Congressman, the power, as I

understand it, in this bill is pretty broad under title I. You contend,
however, that it ought to be broadened and that the committee
ought to adopt an amendment to broaden those powers if you are
going to get real results. Is that right?

Mr. MARLAND. I do. I feel the oil industry is not sufficiently
taken care of under your general industries bill. Secretary Ickes,
and some of the other gentlemen who follow me, can probably go
into that better than I can.

Senator CLARX. Is there any more reason for having Federal con-
trol of the oil industry than the coal industry or the copper industry,
or any other industry, involved in the output of a natural resource?

Mr. MARLAND. I don't imagine there is, sir.
Senator MCADoo. Are we going to have something on copper, too?
Mr. MARLAND. I can't say.
The CHAIRMAN. We will hear from the Secretary of the Interior,

Mr. Ickes.

STATEMENT OF HON. HAROLD L. ICKES, SECRETARY OF THE
INTERIOR

Secretary IcKzS. Mr. Chairman, and gentlemen of the committee,
it is my opinion that Federal legislation giving the Executive wide
powers to deal with the oil industry is essential to the preservation of
that industry and to the economic recovery of the country.

Unless the railroads are classified as an industry, the oil business
ranks second to that of farming among the industries of the country.
Oil is necessary to us in times of peace and essential to us in times of
war. So dependent have we become upon oil and its refined products
that we cannot conceive of a civilization without oil. And yet this
industry, so vital not only to our prosperity but to our happiness,
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lacks that reasonable control which is necessary for its own welfare and
the well-being of the country.

On March 27, as the result of invitations extended by me, at the
instance of the President, there met in the Interior Building represen-
tatives of the governors of the principal oil-producing States. There
met also, concurrently, representatives of the industry itself, both
the majors and the independents. After a series of conferences a
finding was submitted by a committee of 15 representing these differ-
ent interests. There was also submitted a report to the Secretary
of the Interior by a group known as the Independent Petroleum
Association Opposed to Monopoly.

The report of the committee of fifteen made several recommenda-
tions that it did not seem then the Federal Government could wisely
undertake. The important portion of this program called for action
by the oil-producing States provided the States could and would act.
Accordingly, the President, on April 3, transmitted to the governors
of the oil-producing States the findin of the committee of fifteen
with the recommendation that the States take whatever action
seemed necessary and appropriate. At the same time, the President
indorsed the suggestion contained in the report of the committee of
fifteen, as well as in that of the Independent Petroleum Association
Opposed to Monoply, that Federal legislation be enacted prohibiting
the transportation in interstate and foreign commerce of any oil or
the products thereof produced or manufactured in any State in
violation of the laws thereof. The President also approved in
principle certain other recommendations.

Senator McADoo. May I interrupt you there?
Secretary ICKES. Yes, Senator.
Senator McADOO. Do you treat of the recommendation the Presi-

dent approved in the latter part of that statement about the divorce-
ment of the pipe lines from the major companies?

Secretary ICKES. I will answer that question. I do not treat that
here, because it was the conclusion of the administration that that
matter cannot definitely be handled at this session of the Congress,
that it was a deferred matter. The Attorney General, when con-
sulted, and after looking up the state of the law on the subject,
reported that it could not well be handled, it needed further study
and investigation. Therefore it is not suggested as something that
would be appropriate for consideration by Congress at this time.
The administration is not prepared to make any offering on that.

Senator McADOO. Can you supply us with a copy of te Attorney
General's opinion on that?

Secretary ICKES. It was an oral opinion, given to the Cabinet.
The CRAIRMAN. Mr. Secretary, are the recommendations approved

by the administration embodied in the so-called "Capper bill" that is
referred here to this committee?

Secretary ICKES. I didn't get that question.
The CHAIRMAN. Are the recommendations with reference to this

subject-matter, as approved by the administration, embodied in this
so-called "Capper bill" that is before us, which was offered as an amend-
ment and referred to this committee. It went first to the Interstate
Commerce Committee.

Secretary ICKES. This bill, the so-called "Capper bill", the final draft
was prepared by the Solicitor of the Interior Department. It is not
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offered here as an amendment introduced by the President. There
will be offered, as I understand it, concurrently a shorter amendment
which, properly speaking, probably represents today the views of
the administration.

Senator CONNALLY. Who will offer that?
Secretary ICKES. I think that Senator Capper has a copy of it.
Senator CAPPER. We have it here, and at the proper time I will

introduce it.
Senator CONNALLY. Mr. Secretary, let me ask you there, if it will

not interrupt you: You do not contend that the lPresident has in-
troduced or now sponsors the so-called "Marland bill"?

Secretary IcKES. My position is that the President wants wide
powers of regulation of the oil industry. It is not my purpose to
discuss, and I shall not discuss, the merits of any amendment offered
here.

Senator GORE. The Capper bill and the 'Marland bill are more or
less the same, the enactment clause and the repealing clause?

Secretary ICKES. The same bill.
Senator GoRE. This shorter bill, can you state in a sentence the

difference between it and the other?
Secretary ICKES. I would rather leave the discussion of the amend-

ment to the Solicitor of the Department. I would like to make this
general statement, if I may-

Senator CONNALLY. Mr. Secretary, I understood you to say a while
ago that you did not contend that the President had approved this
Marland bill. Am I right?

Secretary ICKES. That is what I say.
Senator CONNALLY. That is all I wanted to make clear, you are

not urging this as a measure which has been approved by the Presi-
dent?

Secretary ICKES. If the Senator has listened and will listen to .my
statement, I am not proposing any particular legislation. I am trying
to sustain the proposition that legislation is necessary, and I am leav-
ing it to the wisdom of the Senate and the House to draft whatever
legislation, in their judgment, meets the situation.

At the time of the oil conference in March, it was the well-con-
sidered opinion of the overwhelming majority of oil producers and of
the governments of the oil-producing State)., that immediate meas-
ures were necessary to correct the abuses in the industry. Roughly
speaking, these abuses consisted of an overproduction of oil, a lack
of proper regulation of imports of oil, the running of hot oil, and
widespread evasion of the State and Federal taxes on oil and its
products. Complaint was also made, and vigorously supported, of
an abuse of power by the pipe lines, as expressed in discrimination
as between producers, and in onerous charges for running oil.

Two months have elapsed since the adjournment of the oil con-
ference and nothing has been done to correct the abuses complained
of. As a matter of fact, the industry has gone from bad to worse.
I am informed that oil has sold as low as 4 cents a barrel in Texas,
and while there has been a substantial recovery from these ruinous
prices, the posted price is still so low as to preclude any hope of any-
thing except a heavy loss to the producer. My latest information is
that oil has been selling in Oklahoma and Kansas at 25 cents a barrel,
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and it is probably fair to say. that in every oil field in the country, it
is selling substantially below the cost of production.

Senator McADoo. 'I dislike to interrupt you, but on that point
would you be kind enough to tell the committee who establishes this
price of oil in the different fields, who imposes the price?

Secretary ICKES. I suppose the people that buy the cil.
Senator McAboo. Who are they, the major companies who own

the I.ipe lines?
Secretary ICKES. But that doesn't make the price any higher.
Senator McADoo. I mean those who control it, whether high or

low, are the major companies which own the pipe lines. Is that not
true?

Secretary ICKES. Yes, exactly, and it is proposed to control that
situation.

Senator McADOO. To control the pipe lines?
Secretary JCKES. Exactly.
Senator McADoo. There is nothing in this bill with respect to

pipe lines, I understand?
Secretary ICKES. I think there is some language in there. As

I said, Senator, I prefer to leave the discussion of the legal points to
the Solicitor.

Senator McADOO. It is not a legul point. I just wanted to get the
point whether that was comprehended in the bill.

Secretary ICKES. Yes, sir.
The result is that fear of an utter collapse of this essential industry

is abroad in the oil fields. The several States have frankly confessed
their inability to deal with such a situation. Gentlemen's agreements
have proved abortive. State commissions have clashed with courts,
courts have enjoined the orders of State commissions, legislatures
have adopted resolutions on both sides of the question, and Governors
of States, throwing up their hands in despair, have urged the Federal
Government to step in and to restore order.

I have been flooded with telegrams, letters, petitions, long-distance
telephone calls, and personal representations since the date of the oil
conference. The overwhelming mass of the representations made to
me has been in favor of strict Federal control in the interest of the
industry. A handful have demanded that the Government permit
the industry to rule or ruin itself. In the name of conservation they
have insisted upon an unlisted flow from every well that could be
made to pierce an oil pool.

It wias suggested at the March conference that the industry would
be able to work itself out if production coulh be limited to 2,000,000
barrels a day. This was the overwhehing majority opinion. The
same group of operators who want no control by the Federal Govern-
ment have insisted from the start that the consumptive demands of
the United States are considerably in excess of 2,000,000 barrels a day.

Whether or not 2,000,000 barrels of oil a (lay then or now would
reasonably satisfy the consumptive demands of the country, it is
notorious that the production of crude oil since the date of the
conference has grown by leaps and bounds, until for the week ending
May 18, according to the Oil and Gas Journal, the total production
in the United States was 2,984,184 barrels, an increase over the pre-
ceding week of 81,645 barrels a day. Nor is this the whole story.
This total does not include imports. Least of all does it include hot
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oil, which is oil produced in excess of the amount allowed by law and
which is bootlegged into the market. It is impossible to state
definitely what the daily production of hot oil is; estimates of such
production vary widely.

Senator McADOO. Can you tell us the crude that is imported into
the country now?

Secretary IcxEs. I don't know the amount, but I am excluding this
from the daily total.

Senator MCADOO. It is very important, isn't it?
Secretary ICKEs. Yes; I think it is.
Senator McAvoo. I wonder if somebody could supply that

information?
Senator GoRE. I think Mr. Russell Brown can.
Secretary ICKES. I am told it is around 100,000 barrels a day.
On the basis of the official production for May 18, it is fair to assume

that hot oil was being produced at the rate of 500,000 barrels a day,
which would make a total production, exclusive of imports, of
3,484,184 barrels.

If oil were not so essential to the very life and well-being of our
country, if it were not an irreplaceable natural resource, we might
with complacence sit by and watch the producers kill themselves
off if they lacked the enterprise or the will to take hold of their
own situation and remedy it. But the Federal Government has a
paramount interest in this industry. In my opinion, we cannot
permit men, even if they do invoke the sanctity of private property,
to waste, yes even to permit the flow into the gutter of what may in
time prove to be the very life-blood of the Nation.

It is my deliberate opinion that the Federal Government, if it has
any powers at all that may be invoked, cannot permit this situation
longer to continue. It is imperiling all our plans for an early and
orderly economic recovery. We cannot be prosperous if the second
largest industry we have, representing, as it does, a capital invest-
ment of $14,000,000,000 is allowed to run amuck. The danger is
that unless legislation is enacted by this Congress the situation may
get beyond control with disastrous results not only to the oil business
but to the country.

The governors of the principal oil-producing States, in recognition
of the critical situation, have been petitioning the Government to
take action. Both the President and the Secretary of the Interior
have received several telegrams from Governor Ferguson of Texas.
In her last one, dated May 25, she says:

Replying to your letter of May 22 beg to advise that hill (H.R. 5695) by Mar-
land meets with my approval and I think its early passage is demanded to stop
the illegal and overproduction of oil in Texas and perhaps elsewhere. We have
a deplorable condition in Texas and from reliable information it appears that the
production of oil in violation of our proration laws exceeds the amount permitted
by our proration laws. In my opinion prompt action by the Federal Government
is the only effective remedy for this condition which is resulting In waste of our
most valuable natural resource and at the same time an Inexcusable loss in taxes
to the State and the royalty owners.

Assuring you of my willingness to cooperate with you to the fullest extent to
bring about needed relief, I am,

Respectfully yours, MIRIAM A. Fiuousox

Governor of Texas.
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On May 13, Governor Laffoon, of Kentucky, wired to the President
as follows:

Because of excessive and uncontrolled production of crude oil from flush wells
in Texas resulting in unprecedented low prices of crude oil with which the thou-
sands of small wells in Kentucky cannot compete our local oil industry is demoral-
ized and threatened with complete prostration. I earnestly request that you give
the support of your administration to the measure recently prepared by a com-
mittee representing the Governors of Kansas, Oklahoma, and Pennsylvania
whereby the Secretary of the Interior is given dictatorial powers over the oil
industry. The oil men of Kentucky believe that this particular measure is
preferable to any other that has been proposed and understand it has the full
support of the Secretary of the Interior. RUDY LAFFO0O,

Governor V Kentucky.

On May 12, Governor Landon, of Kansas, wired as follows to the
President:

In re oil industry it appears that at least one major company (and it is expected
that some others will do likewise) with large amount of empty storage is planning
to largely increase its purchases. This will increase outlet and production allow-
able of that company's own production and also allowable of any other interated
company on the production in any pool or pools that might be affected. It will
also force all independent producers to sell their increased allowable in order to
protect their leases from drainage thus giving such larger companies with their
own pipe lines and empty storage a supply of oil at prices much lower than cost of
production. This oil will then go into storage and later when conditions are
stabilized it will be withdrawn from storage and purchases of currently produced
crude will be correspondingly reduced. In other words, their future requirements
will be anticipated on the present ruinous price basis. Time therefore becomes
the essence because if this condition is permitted to continue each day that
passes will see just that much more of the below cost oil go into this empty
storage. The small independent producer is helpless. He needs money even If
it means a conversion of his capital at a loss and he has no storage of his own and
in any event must protect his leases from drainage by producing his allowable
amount. Therefore express the hope that not only for the general pressing
reasons which are familiar to you but for this added special one which has just
developed proper legislation be expedited and I proffer any aid or assistance
I may be able to render.

ALF. M. LANDON.

Governor Landon has specifically endorsed in principle the bill
introduced in the House of Representatives by Mr. Marland and in
the Senate by Mr. Capper. By long-distance telephone and by per-
sonal interview, this bill has the specific endorsement of Governor
Pinchot of Pennsylvania. In a letter of April 7 to the President,
Governor Pinchot wrote:

I desire to raise the question whether the President might not well take such
action in the oil emergency as lie deems necessary in the limitation of daily pro-
duction to present requirements; in the limitation of the amount drawn from
storage, based on last year's withdrawals; and In the limitation of imports
(possibly the fixing of prices for the different grades of oil), and in forming a
board with governmental authority to carry out this plan.

Recently, in a personal interview with the Secretary of the In-
terior Governor Pinchot specifically endorsed the Marland-Capper
bill. A recent letter received from Governor Rolph confesses inability
on the part of the State government of California properly to regu-
late the oil industry in that State. I may say in passing that until
recently the demand from California for strict Federal regulation of
the oil industry has been limited. The sentiment seems to be chang-
ing in that State. Today I received a number of telegrams from
California expressing the desire on the part of the signers who describe
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themselves as independents, for Federal control. Governor Murray
of Oklahoma, both personally and through his representatives, has
endorsed in principle the suggested regulation.

Here, then, is the situation: An unregulated industry lacking self-
control and not susceptible to State restraint, is in a position to do
irreparable damage to our economic situation, now happily, with
respect to most other industries, on its way to full recovery. If the
oil industry should collapse it would mean a strain on banks, the clos-
ing of wells, the shutting up of refineries and the throwing out of
employment of many thousands of men now at work. I need not say
to thi representatives of such States as Oklahoma, Texas, Kansas,
and California, how much the prosperity and well-being of their
States depend upon order in the oil industry. But a folding up of
this industry would have its repercussions in every part of the-United
States.

Communications received from the Governors quoted are in line
with hundreds of similar representations made by oil producers, lessors,
lessees, refiners, bankers, and just ordinary citizens in the oil-producing
States.

It has been urged by some that the benefits running to users of
gasoline justify the low price paid for crude oil. If this is a valid
argument it would be advantageous to the country if the farmer
should get 10 cents a bushel for his wheat and the cotton grower
2 cents a pound for his cotton because then bread and textiles would
be cheaper to tke consumer. The Railroad Commission of Texas
seems to be especially impressed with the validity of the argument
that a lelow-cost price of crude oil is justified because that means
a lower price for gasoline. This position is admirably met in an edi-
torial in the Fort Worth Star Telegram of recent issue, which says in
part,

At present the State is producing about 1,500,000 barrels of crude and getting
an average of 20 cents a barrels for it-or approximately $300,000 a day. It can
be p)ainly seen that regulation of production to a reasonable figure and enforce-
ment by the commission in charge of proration would force the average price to
$1 a barrel, and bring an average of $800,000 a day into the State from this source.
This would be a clear ganof $500,000 a day, or $15,000,000 a month, in money
brought into the Statead at the same time the State would retain In the ground
700,000 barrels a (lay to be sold in the future for a good price.

Now, on the purchasing side, the people of Texas buy about 68,000,000 gallons
of gasoline monthly--a very small proportion of the gasoline supplied by Texas
crUide. Now tle ilfrereice in the gasolineprice with crude at I cent a barrel
and at $1 a barrel is just 4 cents. The difference in cost at the present crude
price and at $1 a barrel is 3 cents. Three cents added to the price of gasoline
consumed in Texas would amount to about $2,000,000 additional cost per month
to Texas consumers. Subtract this $2,000,000 additional cost to Texas consum-
ers from the $15,000,000 gain to Texas producers, and we have a balanceof
$13,000,000 per month, representing the net advantage to Texas of $1 crude over
20-ceitt crude. Or, to put it another way, for every extra dollar required for
gasoline purchases in Texas, an additional $7.50 would be turned into the busi-
niess chan nels of the State to give additional purchasing power to the great number
of citizens who derive their livelihood from the oil industry and to open employ-
ment for many now without jobs.

It is my opinion that the Wagner bill, providing for industrial con-
trot, in its present form does not give the power necessary adequately
to regulate the oil industry. The Solicitor of the Interior Depart-
ment, Mir. Nathan R. Marigold, who has devoted a great deal of time
and study to this question, is in a better position than I am to discuss
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the legal points involved and if you care to call upon him he will be
glad to discuss these legai points with you.

While I am on my feet, Mr. Chairman, I would like to read into the
record the following opinion from Judge Bigwg, Acting Attorney
General, also, if I may, I would like to introduce in the record the
following documents: A letter to the President from the Governor of
Pennsylvania, a certified copy of a concurrent resolution memorial-
izing Congress to provide relief for the oil industry adopted by the
legislature of the State of Oklahoma, a telegram from Governor Fer-
guson of Texas, another telegram from the Governor of Texas, copy
of a telegram from the Governor of Texas addressed to the President,
another telegram from the Governor of Texas, a telegram from the
Governor of Kentucky, quoted in my remarks, editorial from the Fort
Worth Star Telegram-

Senator CONNALLY. Right there, would it interrupt you if I asked
in connection with these governors, if you had anything from the
Governor of Oklahoma?

Mr. ICKES. I have nothing in writing. I thought I had, but on
search of my file yesterday, late in the afternoon-I did not know
until then I was to be called here-that search failed to disclosee it.
I will make further search and send it down if I find it.

Senator McADOO. May I ask if these telegrams are sent in response
to telegrams sent from your Department?

Mr. I-KES. No, sir.
Senator McADoo. They are just sent in to you?
Mr. ICKES. One telegram from the Governor of Texas, one of the

late ones, the one quoted, was sent after she had read a copy of the
bill in question, but there were several preceding telegrams from her
urging Federal legislation. There is also a letter from the Covernor
of California to the President, copy of a letter from the Governor of
Texas to the President, a communication signed jointly by the Gover-
nors of Oklahoma and Kansas, and others.

In addition to that, if I may, I would like to introduce in the
record telegrams and letters received protesting against Federal
control. There are in this file communications from seven States.
I wish also to offer for the record-

Senator CONNALLY. Mr. Secretary, may I ask a question right
there on these protests against it? "Do they include resolutions by
the Texas State Senate and Texas Htouse of Representatives?

Mr. ICKES. Those resolutions ought to be in here.
Senator CONNALLY. I have them and will furnish them for the

record, but I was inquiring if they were in there.
Mr. ICKES. I might say that both the houses of the Texas Legis-

lature have adopted resolutions against Federal control, and copies
of these resolutions, if they are not included here, should be included.

Senator CONNALLY. Have you copies of them?
Mr. ICKE S. I have copies in my file, but if you will furnish a

copy-
Senator CONNALLY. If you have a copy, I would prefer you

furnish it.
Mr. ICKES. I will inquire when I get back. If they are not

included, I will send them down.
Senator CLARK. I don't think it is necessary to clutter up the

record by printing all these telegrams.
176200-38----4
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The CHAIRMAN. It is the opinion of the chair, unless the committee
should decide otherwise, that these communications from the gover-
nors and from the legislatures ought to go into the hearing, but that
these many telegrams should be filed with the committee for the con-
sideration of the committee, but that the record should not be filled
with them. The committee thanks you for leaving these communi-
cations with it.

Mr. ICKES. It was far from my intention to dictate that they go
into the record. I was just offerig them for whatever use you
wished to make of them.

My final offer consists of telegrams and letters in favor of Federal
control, representing opinion from 18 States.

(The papers offered for the record by the Secretary are as follows:)
COMMONWEALTH OF PENNSYLVANIA,

GOVERNOR'S OFFICE,

The PRESIDENT, Harrisburg, April 7,1983.

The White House, Washington, D.C.
DEAR MR. PRESIDENT: Many thanks for your letter of April 1. I have given

it careful consideration and now desire to express my strong approval of those
parts of the report of the committee of fifteen which you approve, Including in
particular paragraphs A-3 and A-4 of the communication of March 29 addressed
to the Secretary of the Interior by a committee representing the governors of
the oil-producing States the independent oil and gas associations, and the
major oil and gas-producing and importing companies.

In addition, I desire to raise the question whether the President might not
well take such action in the oil emergency as he deems necessary in the limita-
tion of daily production to present requirements; in the limitation of the amount
drawn from storage, based on last year's withdrawals; and in the limitation of
imports (possibly the fixing of prices for the different grades of oil), and in
forming a board with governmental authority to carry out this plan.

I -am informed that there are important bodies of opinion among oil men in
Pennsylvania in support of the foregoing suggestions.

As with oil, so with coal. I am vigorously of opinion that strong executive
measures are absolutely necessary before either industry can hope for a return
to prosperous times.

Sincerelv yours, GIFFORD PINCJOT.

DEPARTMENT OF STATE,
Oklahoma City, April 8, 1933.

His Excellency Hon. FRANKLIN D. ROOSE-VELT,
President, United States of America, Washington, D.C.

Sin: In accordance with the provisions of Senate Concurrent Resolution 22,
passed by the Fourteenth Legislature of the State of Oklahoma, memorializing
Congress to provide relief for the oil industry, the farmers, the unemployed,
business and the people generally by providing an adequate tariff or tax on oil
that will place the domestic oil industry on a competitive basis with imported oil,
as shown by the reports of the Tariff commission, I have the pleasure to enclose
herein a copy of said resolution for your use as provided in the same.

Yours very truly, UNA LEE ROBERTS,

Assistant Secretary of State.

STATE OF OKLAHOMA,
Department of State.

To all to whom these presents shall come, greeting:
I R A. Sneed, secretary of State of the State of Oklahoma, do hereby certify

that the following and hereto attached Is a true copy of enrolled Senate Coi.
current Resolution No. 22:

A concurrent resolution memorializing Congress to provide relief for the oil
industry, the farmers, the unemployed business, and the people generally by
providing an adequate tariff on tax on oil that will place the domestic oil industry



NATIONAL INDUSTRIAL RECOVERY 47

on a competitive basis with imported oil as shown by the reports of the Tariff
Commission, the original of which is now on file and a matter of record in this
office. 

I
In testimony whereof, I hereto set my hand and cause to be applied the Great

Seal of State.
Done at the city of Oklahoma City, this 28th day of April, A.D. 1933.

R. A. SNEED, Secretary of State.

(Enrolled)

SENATE CONCURRENT RESOLUTION No. 22, MEMORIALIZING CONGRESS TO
PROVIDE RELIEF FOR THE OIL INDUSTRY, THE FARMERS, THE UNEMPLOYED,
BUSINESS, AND THE PEOPLE GENERALLY BY PROVIDING AN ADEQUATE TARIFF
OR TAX ON OIL THAT WILL PLACE THE DOMESTIC OIL INDUSTRY ON A COM-
PETITIVE BASIS WITH IMPORTED OIL AS SHOWN BY THE REPORTS OF THE TARIFF
COMMISSION

Whereas business generally, not only in Oklahoma and the Southwest, but
throughout all the oil-producing States affecting over 22,000 000 people. has been
directly depressed by the long distressed condition of the oil industry and which
depressed condition has now become very serious; and

Whereas excessive importations of foreign oils continue to flow into our coun-
try, constantly increasing in volume until the flood has reached alarming propor-
tions; and

Whereas in the year 1932, in Oklahoma alone, the total production of crude oil
was over $215,000,000 less than for the year 1929, which tremendous loss would
have been saved had there been a tax or a tariff of $1.03 per barrel on crude oil,
thereby placing domestic oil on a competitive basis with importations as shown
by the latest report of the Tariff Commission; and

Whereas the rentals and annual royalty income, mostly paid to farmers, have
been reduced millions of dollars yearly which increasing loss continues to add to
their already unbearable burdens; and

Whereas the schools of Oklahoma have suffered severely in the loss of nearly
$6,000,000 in gross production tax in the single year of 1932 compared with the
gross production tax received in 1929; and

Whereas not only have the farmers and the schools sustained severe losses,
but also banking, transportation, manufacturing, industry, utility, and every
type and character of business have been adversely affected by the distressed
condition of the oil industry and by the great loss in purchasing power due to the
taking of our domestic markets by the importations of cheap foreign oil; and

Whereas the general unemployment situation has- been very greatly aggra-
vated by the thousands of oil-field workers, geologists, land then, lease men,
scouts, and office employees, forced out of employment, and by the thousands
now ur#employed but formerly employed by business dependent on the ol
industry, the third largest industry in the Nation: Now, therefore, be it

Resoled by the Senate of the State of Oklahoma (the house of representatives
coneurrinq therein), That the Congress of the United States be, and it is hereby,
memorialized to give relief to the distressed oil industry, and thereby to the
Nation generally, by immediately levying an adequate tax or tariff upon im-
ported petroleum and its refined products that will enable our domestic oil
industry to meet importations of foreign oil and its refined products on a com-
petitive basis as shown by the report of the Tariff Commission; be it further

Resolved, That copies of this resolution be sent to the presiding officers of the
legislative bodies of the other oil-producing States with the request that they
transmit similar memorials to Congress; and that a copy of this resolution he
transmitted to the President of the United States, and to the President of the
Senate, and to the Speaker of the House of Representatives of the Congress of
the United States, and to each of the United States Senators and Congressmen
representing the State of Oklahoma.

Passed the senate the 18th day of April 1933.
Passed the house of representatives the 22d day of April, 1933.

JOHN A. MAC DONALD,
Acting President of the Senate.

TOM ANGLIN
Speaker of the House of representatives.Correctly enrolled.

CLAUDE LIGGETT,
Chairman Committee on Engrossing and Enrolling.
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AusTi, Tnx., May 2,5, 1931.
HOn. HAROLD L. ICKES,

Secretary of the Interior:
Replying to your letter of May 22, beg to advise that bill H.R. 5695 by Marland"

meets with my approval, and r think its early passage is demanded to stop the
illegal and overproduction of oil in Texas and perhaps elsewhere. We have a
deplorable condition in Texas, and from reliable information it appears that the
production of oil in violation of our proration laws exceeds the amount per-
mitted by our proration laws. In my opinion, prompt action by the Federal
Government is the only effective remedy of this condition which is resulting in
waste of our most valuable natural resource and at the same time an inexcusable
loss in taxes to the State and the royalty owners. Assuring you of my willingness.
to cooperate with you to the fullest extent to bring about needed relief I am
respectfully yours, MIRIAM A. FERaUsON, Governor of Teas.

Hon. FRANKLIN4 D. RooesvEvr, FRANKFORT, KY., May 18, 1988.

Washington, D.C.:
Because of excessive and uncontrolled production of crude oil from flush wells

in Texas resulting in unprecedented low prices of crude oil with which the thou-
sands of small wells in Kentucky cannot compete, our local oil industry is de-
moralized and threatened with complete prostration. I earnestly request that
you give the support of your administration to the measure recently prepared
by a committee representing the Governors of Kansas, Oklahoma, and Penn-
sylvania whereby the Secretary of the Interior is given dictatorial powers over
the oil industry. The oilmen of Kentucky believe that this particular measure
is preferable to any other that has been proposed, and understand it has the full
support of the Secretary of the Interior.

RUBY LAFFOON, Governor of Kentucky.

GOVERNOR'S CHAMBERS,
Sacramento, Calif., April 11, 1938.The PRESIDENT OF THE UNITED STATES,

Washington, D.C.
DEAR MR. PRESIDENT: I have the great honor to acknowledge receipt and to

thank you for your letter of April 1, and the oil committee recommendations
which accompanied it. They were promptly sent to both houses of our legisla-
ture now in session, and a copy of my letter of transmittal is attached hereto.

My delayed acknowledgement is due to the fact that before writing you,
I desired to confer with the various factions of the oil industry in California, in
the hope that inspired by national recommendation of the need for action, and
by your desire to stabilize the industry, the differences which have heretofore
existed in California might happily be compromised. I deeply regret that I
cannot assure you of my success.

The dissenters are made up of a small group representing not more than 5
percent of the production in the State. They have persistently refused to sub.
scribe to the plan of voluntary curtailment in this State, which with their cooper-
ation would now be adequate to meet the situation here without statutory enact.
ment. The minority report recently filed in Washington is their statement.

Two years ago our legislature passed, and I signed, a bill introduced by Senator
William Sharkey, designed to control the production of crude oil. This control
was lodged in a board to be elected by the oil producers. A small group of pro-
ducers were dissatisfied with the bill and opposed its passage, stating that they
would resist any regulatory legislation. The referendum was invoked, and a pub-
lic campaign followed in which the charge was made that the ratification of this
measure by the people would result in monopolistic control of the oil industry by
the major companies, and in 30-cent gasoline, which would be a higher price than
that paid during the war period.

I have never thought the opponents of the Sharkey bill really believed either
of these statements to be correct, but those unable to acquaint themselves with
the facts undoubtedly accepted the statements as true, and the bill was defeated
4to1.
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Please be assured of my sincere desire to collaborate with you In a national plan
,of oil proration, and it is my earnest hope that the California Legislature will
seriously consider the recommendations of the national committee now before It.
With personal regards to you,

Respectfully and sincerely yours, JAMES ROLP, Jr,
Governor of 6 alifornia,

STATE OF CALIFORNIA, GOVERNOR'S OFFICE,
Sacramento, April 7, 1988.

To the President and Members of the Senate of the State of California and the Speaker
and Members of the Assembly of the State of California:
I received today a letter from the President of the United States which I

tranasnit to you without delay. It concerns the national policy of oil con-
servation and California's part in It. The President's letter is accompanied by
copies, transmitted herewith, of the unanimous report of three committees which
met last week In Washington comprising: (1) representatives of the Governors
of oil-producing States, (2) Independent producers, and (3) major companies
supplemented by a resolution adopted at the conference of the governors of 19
States who were represented at the meeting, and also by a report signed by the
Independent Petroleum Association Opposed to Monopoly.

The President directs particular attention to the first two recommendations
of the combined committees representing State executives and the oil Industry-
namely, the temporary closing of all flush production and the immediate adoption
of a conservation statute by States which have no law adequate to meet the
existing emergency.

Two years ago our State legislature passed, and I signed, a restrictive bill
which was intended to anticipate in this State the situation which is now recog-
nized as one of national importance on account of conditions here and in other
oil-producing States. The measure was defeated on referendum. This may
have been due to the fact that our proposed statute gave In substantial part the
enforcement of oil restriction to representatives of the industry itself. In
acting upon the President's message and the recommendations which accom-
panied it, you may wish to consider the advisability of giving to some such con-
stitutional body as our Railroad Commission the power to limit and prorate
production.

The present recognition by the executives of all the oil-producing States, by
the industry at large, and by the President and his Secretary of the Interior, of
the need for immediate action will, I think commend Itself to you and justify
in no small measure the course proposed In tiis State two years ago.

If there were any doubt about the timeliness of the action taken then, it is now
removed. Recognition will readily be given to critical conditions and to the
need for exercising every effort not only to Insure the success of the national plan
but also to preserve one of the great Industries of the State.

I leave to you the detail of the plan and the policy which you will adopt to meet
our present need and the President's request, with every confidence that prompt
and constructive action will be your response.

Respectfully, JAMES ROLPI, Jr.,

Governor of dalifornia.

MEMORANDUM AS TO SENATE BILL 1712 KNOWN AS THE WAGNER BILL, AND
HousE BILL 5720, INTRODUCED BY MR. MARLAND, KNOWN AS THE OIL
BILL

OFFICE OF TT% ATTORNEY GENERAL,

The SECRETARY OF THE INTERIOR. Washington, D.C., May 26, 1988.

DEAR MR. SECRETARY: I have examined the above two bills now pending In
Congress, and I am of the opinion that the provisions of the Wagner bill do not
have the effect of conferring upon the President the powers which are proposed
to be conferred upon him in the oil bill.

Respectfully, J. CRAWFORD BIGS,

Acting Attorney General.
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OKLAHOMA CITY, OKLA., May 8, 1938.The PREsIDENT,

The White Houe:
The undersigned Governors of the States of Oklahoma and Kansas make

reference to your letter of March 28 addressed to us. We have just met in con-
ference the subject matter of that conference being your letter and the present
demoralized condition of the petroleum industry. We have reached the following
conclusions and make the following suggestions.

First. We are of the opinion that aid must be forthcoming from the Federal
Government, this to take the form of an appropriate act of Congress which
has as its basic object the balancing of the supply and demand and the fair
apportionment of such demand as may exist for crude oil among not only the
various producing States but also among the various pools therein. We have
before us copies of a proposed law which has been presented to the Secretary of
Interior and which press dispatches state he has transmitted to you for examina-
tion without discussing either legal or a number of detail features of that pro-
posed law. We state that we generally are in accord with its apparent objec-
tives. We emphasize the fact that our States have particularly suffered because
of the lack of control over allocations of purchases which in turn among other
reasons result from a failure to properly limit imports.

We believe that fair and proper legislation should further provide in sub-
stance for a limitation of imports to an amount not exceeding the average daily
imports for the last 6 months of the calendar year 1932, which was the unanimous
recommendations of the committee of 15 composed of representatives of gov-
ernors, major companies, and independents at the Washington conference on
March 27 last. Tho Governor of Kansas has appointed as his representatives:

E. B. Shawver, president Producers and Land Owners Association of Kansas.
Carl Weiner, president Stripper Oil Well Association.
Ralph J. Pryor, chairman State Oil Advisory Committee.
The Governor of Oklahoma has appointed as his representatives: Cicero I.

Murray, Wirt Franklin, W. N. Davis.
We have given authority and Instructions for those appointed to go to Wash-

ington as our representatives to solicit from the National Administration and Con-
gress such aid and cooperation so necessary to accomplish these specific purposes
mentioned above and generally do what they can with aid of your-Excellency and
Congress to restore prosperity to this great basic industry.

WM. H. MURRAY, Governor of Oklahoma.
ALFRED M. LANDOM, Governor of Kansas.

EXECUTIVE. DEPARTMENT,

Hon. FRANKLIN D. ROOSEVELT, Austin, Tex., May 5, 198.

President, Washington, D.C.
My DEAR MR. RoosEvELT: I today wired you as follows:
"The oil industry in Texas is still in a very confused and desperate condition.

The illegal production of oil perhaps approximates the legal production of oil.
Known violators of our proration laws appear to have the confidence of our
Railroad Commission which under its powers is permitting an overproduction of
oil amounting to 400,000 barrels daily. Lack of power of the State to control
interstate shipments and the importation of foreign oil coupled with the failure
of our Railroad Commission to control the situation makes it doubtful whether
the oil situation in Texas and Oklahoma and other oil-producing States can be
successfully controlled by State jurisdiction.

Our situation in Texas grows worse every day and the people, especially in
east Texas are becoming desperate, and while there has not yet been any serious
outbreak there is so much intemperate expression and Ill-feeling in the minds of
the people that we will not be surprised if a serious situation might develop any
day. In view of this perilous condition, and the ruinous and ridiculous prices
now being paid the producers which are destroying the industry, I have decided
to say to you that in my opinion the public service will be best conserved by
the prompt passage of laws that will give to you authority to take charge of the
oil industry as emergency legislation to continue for at least two years or until
the present deplorable situation is relieved. I do not have in mind any particular
verbiage, but I suggest the passage of legislation in the form and substance of the
Capper bill or Ickes bill as mentioned in the dispatches. I had hoped that con-
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ditions might have improved to where the action here suggested might be unneces-
sary, but the failure of the legislature to give the executive department any power
to act in the premises and the apparent indisposition of our Railroad Commission
to act with any dispatch makes it my duty to call the matter to your attention
in the hope that your good offices might be enlisted in the rendering of an impera-
tive service. You are at liberty to give this communication to the press and a
letter of even date will follow giving further facts," which I beg now to confirm.
It appears that our petroleum industry in Texas as well as In other States is in a
very chaotic condition. I had hoped that the situation might be composed and
that respect for our proration laws would long before now have had the effect to
bring about an orderly production of oil. It appears, though, that such is not
to be the case under present conditions and arrangements.

The problem confronting us hi Texas is that there is a silent war going on
between those who want to produce oil illegally and those who want to comply
with the law. Unfortunately, the violators of our proration laws have had too
much encouragement from those in authority. The violatiors have construed
their recognition as a license, as it were, to produce and they have produced
many million barrels of oil in violation of law and without paving royalty to the
owners of the lease or taxes to the Government, Recently the Railroad Com-
mission issued an order which permitted the production of nearly double the
amount of oil required, and this soon resulted into an abnormal surplus which has
almost destroyed the value of oil, and it is now selling legally and illegally In
enormous quantity at 10 cents a barrel.

For some reason, best known to themselves, our Railroad Commission seem
determined to authorize this ruinous production and if such a policy is continued
it will perpetuate further destruction of a valuable natural resource, and it will so
intensify the feelings of the people as to incite them to exasperation which soon
will result in a disregard for all law and violent conflicts will undoubtedly result.

It is my opinion that if something is not done quickly the entire industry in the
United States will be destroyed and profitable operations of oil wells will be
impossible. As we have such an enormous area in Texas that is known to be
underlaid with petroleum it can be readily seen how our excessive production will
effect the price of the product. It is pressingly necessary for prompt enforcement
of the proration laws in all parts of our State In order that we may escape the
disastrous consequences of overproduction in the way of low prices.

As stated in my message, any State labors under considerable difficulty in
dealing with oil shipped interstate and oil imported into the different States.
These matters are peculiarlY, under the Jurisdiction of the Federal Government,
and the volume of business .nvolved greatly overtaxes and expands the facilities
of the State to cope with the situation. In addition, the magnitude of the under-
taking is so great that the expense is quite burdensome to the State and it is
difficult to provide the funds necessary to accomplish the necessary control of the
industry.

It has been suggested that these matters might be fit subjects for compact
agreement between the States. There is merit in the suggestion but I think
the hopes of relief from compact agreements between the States would be remote,
and certainly they would come after years of litigation in the courts. The situa-
tion is now so pressing that some agency must be upset with iron-hand authority
to get results. It is in view of these facts that I have come to the conclusion,
reluctantly, that the only solution is for the matter to be placed under your juris-
diction and authority until the emergency is passed. I indeed regret that
request for such action on the part of our State is necessary, but it appears that
there is no other course.

With best wishes for your health and success and with continued esteem, I am
Faithfully yours,

Governor of Texas.

Senator McADOO. In your statement you referred to a conference
of governors in the Interior Department?

Mr. ICKES. I said representatives of the governors.
Senator McADoo. The governors did not attend, but sent repre-

sentatives?
Mr. IcK:s. My statement was representatives of the governors.

There was one Governor, the Governor of Kansas.
The CHAIRMAN. Thank you very much, Mr. Secretary.
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Mr. ICKEs. I thank you, sir.
The CHAIRMAN. Is the solicitor who prepared this amendment that

you are going to suggest here?
Senator CAPPER. Mr. Chairman, the Secretary mentioned the fact

that Mr. Margold, Solicitor of the Department of the Interior, had
made a sl)ecial study of this question from the standpoint of the legal
questions involved. Would the committee like to hear from Mr.
Margold? lie is here and will be pleased to make a short statement.

The CHAIRM AN. Very well. The solicitor will be heard next.

STATEMENT OF NATHAN R. MARGOLD, SOLICITOR, DEPARTMENT
OF THE INTERIOR

Mr. MARGOLD. Mr. Chairman, and gentlemen of the ,ommittee-
Sonator McADoo. Is this just. on the legal phase of the subject?
The CHAIRMAN. I understand the solicitor has prepared, at the

instance of the Department, an amendment that is more brief in
form than the Capper and Marland amendment, and that lie is
going to submit that and discuss it.

Mr. MAltGOLD. What we have tried to do was to combine the
Capper and the Marland bills with this, and in doing so to cut out
every provision in the latter bill which was prepared specifically
with reference to oil problems, which in our judgment was covered
by the general industrys recovery bill. We simply strike lines
through the old bill and retain the features relating to the conserva-
tion of oil. The general bill relates to unfair competition. The
special problem in oil, which we do not believe was covered, and
which needs to be covered, because it is a vital problem, is the prob-
lem of supplementing the efforts of the States to conserve their oil
resources and in doing so, we simply leave the provisions for enforc-
ing or helping the enforcement of State proration laws, for allocating
a fair proportion of the total consumptive demand to the States, and
provide machinery to see that the individual States and the producers
therein shall not exceed a fair, equitable proportion. That part of
the bill we have left in. The other part, questions as to unfair com-
petition, price fixing, and general matters, we have cut out because
they are covered, in our opinion, sufficiently at least by the general
bill.

Senator McADOO. You are referring to the so-called "recovery bill"?
Mr. MARGOLD. Yes; the industrial recovery bill. What we did

was to try to cut obt every provision which, whether by implication
if it is a proper implication, or expressly, was covered by the so-called
"Wagner bill" or Pindustrial recovery bill."

Senator CAPPER. We planned to ask the committee to add this oil
control legislation as another title, an additional title ot the general
industries recovery bill.

Senator McADOO. Mr. Margold has simply taken the essentials
out of that bill that are not covered in the recovery bill and proposes
those as an amendment to the recover bill?
Mr. MAIRGOLD. Yes; as a separate title.

The CHAIRMAN. You may file that with the committee, and I would
suggest that one of the Senators offer it as an antendment, so that
it may be printed.
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Mr. MARGOLD. I have a copy, which I have inserted in the general
recovery bill-I have inserted in the general recovery bill this new
title so that the entire bill can be printed with the new title in it.

Senator McADOO. Mr. Margold, you spoke of the allowables or
the proration that is contemllated by these measures. Is it your
view and the view of the Department that if, for instance, the State
of California produces no more oil than she needs for her own pur-
poses, and other States are producing more, that Cadifornia shall be
cut down so as to make a market for oil from other States?

Mr. MARGOLD. No. As we understood it, we are trying to regulate
the interstate market. We do not try to regulate intrastate matters,
except as they affect the interstate market, and one of the reasons that
we think the special oil title is necessary is that if the Wagner bill were
extended to the other it would give a great deal more power to regu-
late intrastate matters through the licensing system than is contem-
plated under the oil bill.

Senqitor McADoo. As a matter of fact, when you begin to regulate
interstate commerce in these commodities, because they are affected
with the public interest, don't you, as a matter of fact, reach out and
regulate intrastate commerce in that particular.commodity?

Mr. MARGOLD. You do only to the extent that the regulation is
necessary to make effective and adequate your regulation of interstate
shipments of those commodities.

Senator McADoo. That is a complete power over intrastate com-
merce. We had the same problem over railroad rates. When I be-
came Director General of Railroads we were proceeding upon the
theory, or had tip to that time, that intrastate rates should be con-
trolled by State commissions and interstate rates by the Interstate
Commerce Commission, a wholly unworkable plan, because intrastate
rates always affect the interstate rates, and the result was after the
railroads were returned to the private owners Congress enacted at law
which asserted the power to fix not only interstate rates but intrastate
rates upon the theory that the intrastate rates affected the interstate
rates.

Mr. MARGOLD. That is something in our national structure which
cannot be helped in adhering to the decisions of the Supreme Court
that the interstate power is paramount. But let me state this, and
this is one of the things we try to do in this bill; we were tryin; to
supplement, not to supplant, State regulation and State conservation
laws, so that if a State and the State authorities, by its regulation of
the wells and the producers in a State, impose upon them a fair
allowable of the interstate market apportioned to that State, then
under this bill there is no authority to intervene. The matter of
apportionment in the State is left entirely to the States. It is only
when they exceed and thereby infringe upon the rights of other
States and their fair portion of the market that we have any right to
intervene.

Senator McADOO. The point I am making is this; once youi assert
the power you are attempting to get here, inevitably, because it is
inherent, you will be able to regulate intrastate commerce in oil?

Mr. MAnIGOLD. I would say under our hill we try by imposing re-
strictions not contained in the other, and that is one of the reasons why
it is preferable to have a special oil provision as a title, rather than
leave it to the general Wagner bill-we tried to limit and hedge it
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around so that, as I say, as long as a State is keeping witln its fair
proportion of the market demand there is no authority under this bill
for the Federal Government to come in.

Senator CLARK. But, after all, Mr. Marerold, the question whether
a State is staying within its fair allowable is a question for this
dictator you are setting up?

Mr. MARGOLD. Yes; but there are provisions here as to allocation,
and whether or not States are staying within it is easily ascertained.
The important problem is in the allocation of the fair allowable as
between States, and that I think is purely a Federal matter, because
it concerns no ope State. Not Texas, not California, not Oklahoma,
but a group of States in their interstate relationship.

Senator McADoo. Then, the meat of the whole matter, Mr.
Margold, is there. If California is producing an amount of oil only
sufficient for her own consumptive power, under the power you now
seek to confer upon this dictator, whoever he may be, that allowable
may be fixed at a point where California's production, which is
sufficient for her own needs, might be reduced 50 percent, and the oil
from other States brought in to supply the deficiency.

Mr. MAROOLD. I would say that if that were done it would be
neither fair not equitable, and there is a provision here for judicial
review.

Senator McADOO. I know, but the power is given to do it.
Mr. MARGOLD. The power is given subject to limits like any other,

and the fact that it may be exceeded is no reason for not giving the
power. There is machinery here to keep that power within equitable
limits, and within equitable limits the power is necessary, because if
we don't have that power California, by producing more than its fair
share of the interstate-not the intrastate-there is nothing here with
reference to the intrastate, but the interstate-market could thereby
take away from other States their fair share of that. The matter of
allocating the interstate market and assigning to each State its fair
equitable proportion is, as we see it, a national matter, a matter for
the Federal Government, because no State can do it. It has been
attempted by sort of voluntary, purely informal agreements, through
the Oil States Advisory Committee, but that has failed, and it is the
very failure to do it which has produced the present situation and which
led to the calling of the governors' conference about which the
Secretary has testified.

Senator McADoo. Don't you think it is essential in the preparation
of any plan here that the divorcement of the pipe line should be
included? How can it be made effective unless you do have adequate
power to control those pipe lines now owned by the major companies?

Mr. MARLAND. There is some power already in our bill.
Senator McADoo. Why not have it adequate?
Mr. MARGOLD. Because, to my mind, I personally have not, and

nobody else has come forward, although I have requested it, with
an adequate, effective, and workable plan for divorcement of these
pipe lines.

Senator McADoo. Haven't we the right to depend on you if you
are preparing this legislation to see that is put in here?

Mr. MARGOLD. We have to prepare legislation, and this legislation
was prepared, within the limits of human ability, certainly my ability,
and in the short time allowed for the preparation of this, and the
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emergency is urgent, we did the best we could, and we did not get-
and that is the reason we did not put it in-any workable plan for the
effective divorcement of the pipe lines. I have invited those inter-
ested to submit an effective provision. There isn't any that we have
that we can recommend at the moment. That does not mean it
should not be done. If the Senator has a way to do it, all right.
But we in the Department, working on this problem, working night
and day, have not been able to complete it in the short time we have
had.

Senator McADoo. It is not a question, I think, of the length of
time here, because I think we have adequate time to find such a
provision, which I regard as absolutely essential to any legislation.
Why give these great monopolistic oil companies the control of this
oil situation? Why not, while we are doing it, make the plan per-
fect as we can do it, by putting in a provision with regard to the
regulation and control of these pipe lines which would deprive them
of the opportunity they now possess of arbitrarily fixing tile price of
oil at any time? These great companies have tile power of the con-
fiscation of private property greater than the United States or any
nation, and that is a power we want to curb, and if there is to be any
allocation of oil in those States, or any regulation of oil-and I am
not opposed to it if it is properly done-then I say these pipe lines
have got to be controlled, and these major companies have to play
square with the American people and the American producer.

Mr. MAROOLD. I don't know whether the Senator has read the
bill, but the bill does contain a provision with reference to the pipe
lines.

Senator CONNALLY. What provision?
Senator McADoo. From what I see the provisions were inadequate.
Mr. MARGOLD. And may I say the question of proration between

the States, so that each, as a Federal matter, shall have its fair pro-
portion of the market, is one wholly separate and apart from the
question of pipe lines and the monopolistic practices. The two are
not related. They are two separate problems. There is no reason
why, if we have an adequate, effective means of dealing with one, we
should not do it, merely because we have not as yet discovered any
effective means of doing the other. These are the provisions we put
in our bill temporarily until some workable scheme for accomplish-
ing the divorcement itself has been presented.

Senator CONNALLY. Why didn't you put them in this bill? Why
do you say are you putting it in temporarily until you can figure out
some plan of divorcement? .

Mr. MARGOLD. I was coming to that. Setting to one side the
question of how this investment is being used, there is a tremendous
investment in these pipe lines. We simply can't say to people,
"Give it away," unless we have some scheme.

Senator CONNALLY. There isn't as much money invested in the
pipe lines as there is in the whole industry. You are prepared to
regulate the industry. Why aren't you prepared to regulate thepipe lines?PIIr. MRGOLD. We are trying to regulate it or to make it effective,

but we would have no way of regulating the pipe lines so as to
.administer the control. Who is going to buy them?

Senator CONNALLY. You are against divorcing those pipe lines?
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Mr. MATGOLD. No; I am not.
Senator CONNALLY. Why are you making an argument against it,

then?
Mr. MAROOLD. I am saying I do notknowhow to doit at the moment.

If anybody has a workable scheme, that is all right, but I have none.
I am not against it. I am for it. May I read the provision of this
bill? Page 8, subsection (i), line 17. These are the powers of the
Oil Administrator under this bill:

(i) To investigate any monopolistic practices in the oil industry in the United
States and to take steps to curb them under existing laws, to investigate the
feasibility of divorcing the pipe lines and storage facilities from affiliated refinery
or holding companies, and to devise a practicable means for attaining that end.

(J) To institute proceedings to divorce from any holding company any pipe-
line company which Is controlled by such holding company in contravention of
existing antitrust laws.

Senator CLARK. The other title of this proposed act proposes to
repeal all the provisions against monopoly.

Mr. MARGOLD. May I read that provision (j):
(j) To institute proceedings to divorce from any holding company any pipe-

line company which is controlled by such holding company in contravention of
existing antitrust laws.

Senator CLARK. And if you haven't any antitrust laws, that
section doesn't mean anything either?

Mr. MARGOLD. Let me go on:
(k) To initiate or Intervene in all cases conerning rates and regulations in

reference to the transportation and storage of crude petroleum and its products
by pipe lines and railroads, and upon his request, the Interstate Commerce
Commission shall grant a preference to the hearing and determination of such
cases.

That is the only provision for the moment which we can put in
that has teeth in it, until some workable means is found for divorcing
these holdings, for finding somebody who will be really independent
who can take over this investment. You regulate the rates and the
terms of transportation, and a preference is given in the hearing and
determination of these cases so as to see to it that these abuses are
curbed until the source of the abuse, namely, the affiliation and
ownership, can in some practicable way be divorced. Now, if there
is anybody who can devise a means for disposing of this vast property
interest and do it in a way so that the same people who control the
major oil companies and storage facilities will not control the pipe
lines, we are in favor of it. The only thing we haven't got is the
method of doing it, and pending the investigation and inquiry and
the finding of some practicable method-not merely a rule of law
which will not in practice effect the divorcement-for divorcement
of actual control, rather than merely of ownership, we have this
provision for the preference in regulation both as to rates and other
things, so as to curb, so far as possible, the abuses about which the
Senator from California so justly complains. If the Senate com-
mittee can help us in that we want the help, but we are not in a
position to do it. We have done the best we could. We think that
if emergency legislation like this will take care of the most pressing
of the vital needs of the industry and the public over a crisis which
otherwise may well be expected within a very short time, and enable
us to work out the larger problem for the next session of Congress,
then it should be adopted.
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Senator McADOO. Mr. Margold, you are familiar with the fact
that we divorced the railroads from the coal properties that they
owned?

Mr. MARGOLD. Right.
Senator McADoo. And also from other enterprises, some years ago,

and I don't see that there would be any greater difficulty in dealing
with this question along the same lines. Let me just call your atten-
tion to the fact, I suppose you are familiar with it anyway, but over-
night in California the major oil companies which control the pipe
lines can mark oil down from $1.25 per barrel-I take an arbitrary
figure-to 50 cents a barrel. Overnight, and without any reason
apparently for it at all, and they have marked it down recently to 35
cents a barrel purely arbitrarily. There was no economic justification
for it whatever, just because they had the power to do it, and every
independent and every farmer who has leased oil lands. and every
royalty owner, all the citizens of that great section ok the United
States, the so-called "Los Angeles Basin", are just reduced in income
by the arbitrary will of a few major companies to practically nothing.
That is an abuse that has to be controlled, and if this bill is passed
we ought to protect against the continuation of those aggressions on
the part of big and powerful companies in my State. I suppose the
same conditions prevail elsewhere.

Mr. MARGOLD. I should say in my judgment this bill, even as it is,
will reach that situation. It will, however, not provide a permanent
solution until the divorcement of interest occurs, and for that reason
we put in a provision recognizing that this is merely a temporary ex-
pedient, and that a more permanent solution should be reached.

Senator McADOO. I would like to make another statement for the
record. Speaking about this industry in California, if there is over-
production in California, it is due to the major companies which are
always drilling. They are the offenders, not the little fellow. They
overproduce oil and make the little fellow suffer for it.

Senator CAPPER. And there is the oil imported from Venezuela and
foreign countries all the time, too.

Senator McADOO. I was just going to ask the question whether
under your scheme you are going to require American States to pro-
rate with Venezuela and Mexico.

Mr. MARGOLD. Yes; there is the specific provision to that effect.
The only exception is that in order to protect American labor which
is refining oil which is being imported and reexported, there is a provi-
sion for unlimited importation, under bond, subject to reexportation
after manufacture and refining.

Senator McADoo. Why should that be done when we can manufac-
ture our own oil and export it? That is one trouble we have got now.
As it stands today we are in competition with the cheap oils that are
produced in these South American and Central American countries.
Every barrel of crude that is brought in here and refined and then
exported deprives American producers and American labor of the
benefit of that much trading. Why should we continue that?

Mr. MARGOLD. That is a matter of judgment.
Senator McADOO. It is a matter of justice, isn't it?
Mr. MARGOLD. It is a matter of judgment as to what is just and

what is going to be for the best interests of American labor. As I
understand it, there isn't a great opportunity for American-produced
oil to compete with foreign-produced oil in foreign markets.
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Senator McADOO. If you would make the price of Texas oil 10 cents
a barrel, then they could compete with anything.

Mr. MAROOLD. You couldn't have the price of Texas oil 10 cents
a barrel without destroying 300,000 stripper wells in this country
forever.

Senator McADoo. I agree with you.
Mr. MARGOLD. And you can't have it for any long time in Texas

without uestroying the effectiveness of the Texas fields in the form of
flush production, and then permanently ruining an important natural
resource in the capacity of those wells.

Senator McADOO. My point is this: This bill ought to provide for
an absolute embargo on foreign oil so long as the proration is going
to be made between States.

Mr. MARGOLD. This bill which relates to the proration of the
American market provides for an absolute limitation as of the
maximum produced the last 6 months.

Senator McADOO. You mean of foreign oil?
Mr. MARGOLD. Of foreign oil and provides further that for any

limitation which is deemed equitable as between the imports and the
domestically produced.

Senator McADOO. The point I am getting at is this; here we have
got overproduction in America, you say?

Mr. MARGOLD. Yes.
Senator McADOO. We concede that for the moment. Why so longas there is overroduction here should American production and

producers. whlch involve labor and every form of the oil industry,
be obliged to concede a part of what they are justly entitled to as
producers under the flag of the United States, to some foreign country,
where wells are operated by peon and cheap labor, and where the
geographical and other conditions make it possible to produce oil
cheaper than we can produce it here? Why should we be required to
prorate with Venezuela and Mexico?

Senator REED. Will you apply that same doctrine to manu-
factured articles, Senator?

Senator McADOO. I think that is a different thing. We protect
manufactured articles from the very thing I am contending our oil
should be protected from.

Senator REED. And today they are being driven out of business by
products from Japan.

Senator McADOo. I am opposed to that, Senator.
Mr. MARGOLD. I would like to read the provision which we have

here, and then I would like to defer on this point to others more
familiar with that part of the industry than I that can make a more
adequate statement based on personal knowledge which I do not have.
That question will be taken care of by other witnesses who have expert
knowledge of the subject, but the provision to which I have referred
is found on page 5, line 14 and following, running over to page 6. I
will read it:

(b) To establish regulations concerning the importation of crude petroleum
and the products thereof; and no foreign crude petroleum or the products thereof
shall be imported into the United States without a certificate from the Secretary
of the Interior stating that said crude petroleum or the products thereof are Im-
ported in accordance with the regulations concerning market demand: Provided,
That as long as the United States has the capacity to produce sufficient crude
petroleum to supply the demand for consumption within the United States and
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for export of petroleum from the United States, the Secretary of the Interior
shall have authority, and he is nereny directed, to limit imports of crude petroleum
and any of the products thereof to an amount not exceeding the average daily
imports of such crude petroleum and the products thereof during the last 8
months of the calendar year 1932: Provided further, That the provisions of this
paragraph shall not be held or applied to prohibit the importation of crude petro-
leum and the products thereof, under bond for purposes of exportation after
processing, refining, or storage in this country.

(c) To allocate to the oil-producing States equitable proportions of the total
market demand, determined as provided in this section, in order to preserve
and protect the correlative rights of the oil-producing States and to assist them
in the proper enforcement of their State conservation statutes.

(d) In the case of the failure of any State to accept conform, or agree to
restrict production, to the amount determined for that Atate by the Secretary
of the Interior or in the event that there is no State authority to restrict or
prorate production to the amount determined by the Secretary of the Interior,
the Secretary may appoint an emergency committee to prorate equitably the
production within that State to pools, areas, and common sources of supply to
conform to the amount determined by the Secretary of the Interior and to pre-
vent unreasonable discrimination in favor of any one such pool, area, or common
source of supply as against another; and in the event that such a committee
cannot agree upon a basis of proration, the Secretary may establish the allow-
able production of pools, areas, common sources of supply, and/or wells.

(e) To recommend to each oil-producing State the enactment of uniform
laws for the conservation of crude petroleum for the prevention of the pre-
mature exhaustion of the domestic supply, and for the limitation of production
to the reasonable market demand.

(f) To prevent the premature abandonment of wells of settled production the
Secretary of the Interior is hereby authorized and directed to establish mini-
mum prices for crude petroleum and the Secretary of the Interior shall consider
the average operating costs of such wells in estimating such minimum prices.
The Secretary of the Interior in determining when such abandonment would be
premature shall, at all times, take into consideration the interests of the pur-
chasing and consuming public and the oil industry as a whole.

(g) To prevent unfair coit petition by the sale of petrolcuirk or the products
of petroleum at prices tending to destroy competition and to prevent the exploita-
tion of the consuming public through excessive prices, the Secretary of the Inte-
rior is hereby authorized and directed to establish miaximunk and n linimmr prices
for crude petroleum and the products thereof, and any prices for crude petroleum
and the products thereof less than the inlininuin or more than the maximum
prices so established by the Secretary of the Interior shall be unreasonable prices
within the it meaning of this statute, and any sate of crude petroleum or the nrod-
ucts thereof at prices other than within the prices so established is hereby declared
to be unfair competition and unlawful, and since the prices of such products in
intrastate commerce directly affect the prices of those products In interstate
comn:erce, the sale of such products in intrastate comnmerce at prices higher
than the iraxiinum price or lower titan the nrinimum price so established by the
said Secretary is hereby declared to be contrary to the public policy and the
general welfare and in violation of the provisions of this title.

Senator McADoo. That permits it. You just deny the wholo prin-
ciple for which you are contending by these provisos. It would be
perfectly useless to put any such provision in a bill.

Mr. MARGOLD. I don't think I have made clear the import of this.
This permits it only if the Secretary of the Interior permits it. It
limits the maximum, and then gives him the power to limit it below
that and to make it effective.

Senator McADOO. Why should we be required to prorate American
production with any foreign country?

Mr. MARGOLD. That question I would like to leave to somebody
else more qualified to answer it.

Senator McADoo. The real fact is the major companies own
Venezuela and the chief foreign fields and they want access to our
markets all the time at the expense of our production.
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Mr. MARGOLD. May I say this, and that is one thing which has
nothing to do with the merits of the bill, and which was one of the
reasons why we were so careful in wording this. At the time this
bill was being framed, and I think it is still effective, there were
announcements of the tariff truce by the President, the invitation
to do it in an effort to stimulate and help the general economic con-
ference, and any provision made with reference to that question ought
to be handled purely as a question of policy, not as to the needs of the
oil industry with relation to its reference to that tariff truce.

Senator McADOO. I am talking from the standpoint of the oil
workmen.

Mr. MARGOLD. They are being taken care of. I believe they are
being taken care of in the provision itself, but I will leave that to some
one else.

Senator CONNALLY. I would like to ask Mr. Margold a question
and cross-examine him on something he has already stated.

Mr. MARGOLD. Yes.
Senator CONNALLY. You stated a while ago they were going to

permit these imports to come in with the understanding that they
were to be reexported, is that right?

Mr. MARGOLD. NO; only those that are brought in for manufacture
and employment of local labor.

Senator CONNALLY. They bring it in for the purpose of giving
local labor employment. If you are going to prorate these States
and cut them back and make them hold their oilin the ground, why
is it fair to let a single barrel of foreign oil come in here, because those
same laborers would be engaged in refining American oil if the foreign
oil did not come in here, and in addition to that there would be addi-
tional laborers in the field producing that oil instead of the laborers
in Venezuela producing it. I don't see how you can justify the
exercise of this tremendous power to tell an American citizen he can-
not produce but so much oil from his wells, and you leave the back
door open and let the foreigners bring their oil in here because it is to
be reexported, under the pretext that you are helping American labor.

Mr. MARGOLD. So far as I know there is no scarcity of American
labor. It may be, but I do not know of any reason why the American
laborer should not have the benefit of refining foreign oil, and in
addition refining all the oil necessary for consumption in this country
and for exportation.

Senator CONNALLY. That contradicts your whole argument on the
subject of cutting down.

Mr. MARGOLD. We are not cutting down labor.
Senator CONNALLY. You are cutting down production by American

labor by letting foreign oil come in here.
Mr. MARGOLD. Not to be sold here.
Senator CONNALLY. It doesn't make any difference where it is sold.

It takes just the same labor to produce it, and manufacture it, and
that oil would otherwise be exported from the United States. But
if you are bringing it in from Venezuela-who suggested the drafts
of this particular section to you?

Mr. MARGOLD. I don't recall. There were so many suggestions.
Senator CONNALLY. You wrote the bill, didn't you?
Mr. MARGOLD. Yes; I did.
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Senator CONNALLY. Why did you write it that way, and who told
you to write it that way?

Mr. MARGOLD. Franly, I am tr to answer that I don't recall.
I have seen hundreds of people. We have had suggestions from
everybody. I can't refer any one of these provisions to any one
person.

Senator CONNALLY. Did you write the Marland bill?
Mr. MARGOLD. Yes. It was drafted by me and one of my assist-

ants.
Senator GORE. How many Congressmen and Senators did you

confer with during the preparation of that bill?
Mr. MARGOLD. I don't recall that either. There were some.
Senator GORE. Can you name any besides Mr. Marland? I assume

you conferred with him and Senator Capper?
Mr. MARGOLD. Yes; we conferred with him and Senator Capper.
Senator GORE. Any body else?
Mr. MARGOLD. I don't remember, but as I understand it, at the

conference, the people who came to us from the conference were from
every angle in the trade and in the industry.

Senator GORE. Mr. Marland is a practical oil man, and Senator
Capper isn't, is he?

Mr. MARGOLD. I don't think so. We didn't confer with Senator
Capper about any of the provisions in this bill.

Senator GORE. In his bill?
Mr. MARGOLD. No.
Senator CONNALLY. About any of the provisions in his own bill?
Mr. MARGOLD. I don't know what you mean by his own bill.
Senator GORE. The bill which he introduced in the Senate.
Mr. MARGOLD. That is the same bill as the Marland bill. We

went over it after it was written, but that was all.
Senator CONNALLY. You said a while ago, "We have to prepare

legislation." You refer to whom?
Mr. MARGOLD. In the Department. This is a departmental

matter. . May I read-
Senator GORE. No; before you pass on. The first word in the

Constitution is this, isn't it, that all legislative power herein granted
shall be vested in the Congress?

Mr. MARGOLD. Yes.
Senator GORE. So much for that. I want to ask one other ques-

tion. Doesn't your reasoning in regard to pipe lines lead inevitably
to the conclusion that the ultimate solution of that problem is to be
found in Government ownership of these pipe lines?

Mr. MARGOLD. That may be. I haven't considered that suffi-
ciently to say, so far as the ultimate conclusion.

Senator GORE. Well, it comes to this, you are going to prohibit the
people who own these pipe lines, and who want them, from owning
them. That means that somebody has got to buy them that is not
able to buy them, and somebody has got to own them that doesn't
need them; doesn't it?

Mr. MARGOLD. Well, I must say that in the state of my knowledge
-of it I can't answer these questions. That might be so, on the other
hand.

Senator GORE. I rather think that is the inevitable implication, but
you may be right about it. But I want to ask this alternately. Have
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you dispaired of the power of the Government to regulate rates on
these pipe lines that are owned by this big concern?

Mr. MARGOLD. On the contrary, there is a provision in the bill
which gives us the opportunity to experiment with that, until at least
the next session of Congress.

Senator GORE. That has not been fully or fairly tried out, has it,
effective regulation of pipe-line rates?

Mr. MARGOLD. No; and this provision will pive us an opportunity.
Senator GORE. That is by recourse, isn't it, to the Interstate Com-

merce Commission?
Mr. MARGOLD. Yes; and by giving a preference, so that where it is

urgent it will not be delayed.
Senator GORE. I hope you will try that out before you resort to

the other.
Mr. MARGOLD. This bill was drafted with the purpose in mind of

trying that out until at least we have demonstrated it is ineffective,
or we have some other metnod. May I at this time introduce a tele-
gram which has just been received and reads as follows:

The oil industry of Pennsylvania is in a dangerously critical situation. Not
only the industry, but the saving of permanent loss of vast quantities of oil is at
stake. We look to Washington for help, because this problem cannot be solved
within State lines. As representing Pennsylvania and its oil industry, I urge
most strongly the passage of the administration's oil bill. We are for it as the
timely, necessary sound, and wise thing to do. We are grateful for your initiative
in this matter. I am sending a copy of this telegram to all Pennsylvania Mem-
bers and Senators.

GIFFORD PINCHoT.
The time of this committee is limited and there are witnesses here

who know a great deal more about the oil industry and are better
prepared to answer a good many of the questions which I answered
inaccurately for lack of the information, so I would like, with the
consent of the committee, to defer to those witnesses.

The CHAIRMAN. I thank you very much. I hope while this oil
legislation is being discussed, that you can sit around, because the
members of the committee may wish to ask you some questions.

Senator McADOO. I want to express my thanks to you for your
testimony, and I want to suggest, having much confidence in your
legal ability, that you give further thought to this question of pipe
lines and submit to us any suggestions that you may have that would
strengthen this legislation.

Mr. MARGOLD. I thank you.
The CHAIRMAN. Senator Capper wishes to say something.
Senator CAPPER. I want to say, with reference to the pending bill,

that my interest in it is because of urgent appeals that came to me
from the independent petroleum interests, which for years have been
the leading interests in that section in all contests with the major
producers; and also because of the interest of the Kansas Oil Well
Strippers Association, which is made up of about 30,000 of the small
producers of the State. These people, representing, as I say, the
major producers, have been in great distress and the Governor of our
State and the legislature of our State appealed to me to do everything
I could here to help secure assistance in the way of legislation that
would put some sort of Federal control over the industry.

The CHAIRMAN. I am sure the committee appreciates your position,
Mr. Geddes wants to appear for just a few moments.
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STATEMENT OF BOND GEDDES, EXECUTIVE VICE PRESIDENT'
AND GENERAL MANAGER, RADIO MANUFACTURERS ASSO-
CIATION

Mr. GEDDES. I am appearing out of turn. I appreciate the cour-
tesy of a very brief statement to the committee -n the general bill and
the House bill.

Senator McADOo. Do you represent the Radio Corporation?
Mr. GEDDES. They are one of our members. We have about 125

members in the association. It is controlled by the so-called "in-
dependents", I might add. The Radio Corporation has only 1 vote,
on our board of directors.

With other industries, the Radio Manufacturers Association, which
comprises every important manufacturer of all radio products, and
represents within its membership probably 95 percent of the total
national radio production, is vitally affected by the national industrial
recovery bill. Our industry is preparing in advance to join hands with
the Government and meet their responsibilities.

We favor the general plan of this legislation as it affects industry.
We have great hopes for its affect on the radio industry and the
employees in our ranks. Some details and phases of the legislation
are not entirely satisfactory, of course, and some of the oWections
have been or will be pointed out by other industries. ;With the
elimination or revisions of some of these obvious objections of organ-
ized industry and retaining the very excellent and constructive
features of the legislation, the radio industry hopefully views the
opportunity to regulate itself under the direction of the Federal
authority proposed.

The radio industry is one of the striking industries referred to by
President Roosevelt as suffering from the actions of the unruled 10#
percent within its structure. The larger, reputable, national manu-
facturers, composing the membership of our association, seriously
suffer from the gyp manufacturer, operating in attics, and cellars,
under sweatshop conditions, paying sweatshop wages, and making
inferior products, which are advertised to the public as real radio
sets. The fact is their products are as cheap as their labor. Their
products do not give satisfactory service to the public which merely
sees just what it pays for. This 10 percent gyp manufacturer
demoralizes conditions for the 90 percent of manufacturers who try
to treat labor fairly, put out satisfactory products to the public, and
at prices which are reasonable for the manufacturer, the employees,
andthe public. We hope that this legislation will act as a restorative
to the radio and other industries.

On the question of taxation, the radio industry favors "equal
taxation" and opposes the discriminatory taxes which would be con-
tinued in the House bill. We refer to the special excise tax of 5 per-
cent on radio and phonograph products.

The radio industry is killing to bear its just proportion of any tax
which is generally distributed. The House bill, however, would con-
tinue the unfair and discriminatory "selective" tax on the radio and
other industries. This is an undeserved penalty on a limited few
industries. The title of this bill is the National Industrial Recovery
Act. Its purpose is to assist industries and thus spread employment.
In fairness, industries which would secure benefits or privileges from
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the legislation should equally bear their just proportion of the revenue
required. Instead of a selective and discriminatory tax which would
be continued on a few industries, the Radio Manufacturers Associa-
tion favors a general sales tax or a small general manufacturers' tax of
1 to 2 percent, with discontinuance of the special excise tax of 5 per-
cent which now seriously burdens our industry. This tax is levied
on the apparent assumption that radio is a luxury or semiluxury. We
submit that this is not the fact. Radio is an important agency of
public information, quite frequently used as such by the President
and other Government and State officials, and is a vitally important
agency for the dissemination of information, culture, religion, educa-
tion and in manifold other public and private services. Should the
Congress adopt a general manufacturers' sales tax, the radio industry
is willing to assume its fair proportion of such tax, but submits that
the continuation of the special discriminatory 5 percent excise tax
now imposed by existing law is a continuation of an unjust and unfair
burden on a few selected industries.

Taxes collected from the radio industry represent at best a very
small and limited source of Federal revenue, and the special excise
tax already seriously burdened the industry, partially because receiv-
ing set and tube manufacturers, because of competitive and other in-
dustry conditions, have assumed the taxes and have not been able to
pass them on to the purchasing public.

Since the special excise tax of 5 percent became effective June 20
last, the radio industry has paid up to April 30, 1933, in special excise
taxes, the total of $1,930,369.29.

Senator GORE. What was the Government's estimate?
Mr. GEDDES. They made different estimates. The last estimate

was $11,000,000, but up to April 30 they had received $1,900,000.
, While this is much less than the United States Treasury estimates

of receipts from the radio industry and is a comparatively minor
contribution to Federal revenues, it has unquestionably retarded
business, reduced employment and impaired capital of radio manu-
facturers, during a period when virtually all leading radio manufac-
turing concerns have continued to survive by drawing upon their
capital and suffering serious losses.

In conclusion, our industry which has had a mortality of more than
50 percent since 1920 and suffered a reduction of over 80 percent in
its employed personnel, with its foreign markets largely withdrawn
either by tariff restrictions or reduced quotas, submits that it is
entirely willing to assume its share with other industries of taxes to
meet the requirements of the Government. We contend that the
most equitable and fair method, the least burdensome to the tax-
paying public, the easiest administered and collected would be a
general small manufacturers' sales tax, and we earnestly urge your
committee not to continue the supertax which at present unfairly
discriminates against our industry and which should not be continued
as proposed in the House bill. We ask for fair and equal taxation
and for relief from unfair discrimination.

Senator GORE. Your contention is that the radio industry is not
able to continue to pay these special takes?

Mr. GEDDES. No, sir.
Senator GORE. It is your contention, then, that they ought not to

be required to pay them?
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Mr. GEDDES. We ought not to be required to pay a special dis-
criminatory tax.

Senator GORE. With the condition of the house of Morgan, that
they had no net income, and therefore were unable to contribute to
the Government, the inevitable result is a general sales tax that the
farmers down in Pottawatomie County, Okla., must pay a general
sales tax on the horse and machinery, and so forth, that is your
conclusion, is it not?

Mr. GEDDES. No, sir.
Senator GORE. That the people must pay to run this government.
Mr. GEDDES. Yes, sir. Our industry is willing to pay what any

other industry pays, but we do not think a special tax on our industry,
particularly when we are in competition with products of other
industry, is fair. We are singled out in tax legislation to a certain
extent. We are willing to pay our share of taxes, but object to the
discriminatory tax.

Senator CONNALLY. You think that the radio tax should be on the
the same basis as food and clothing and medical bills?

Mr. GEDDES. I think as a general sales tax proposition my opinion
is that it should exclude food and clothing and such things.

Senator CONNALLY. Whom do you represent here?
Mr. GEDDES. The Radio Manufacturers' Association.
Senator CONNALLY. The Radio Corporation of America?
Mr. GEDDES. That is one of our members.
Senator CONNALLY. Do you stay here in Washington-perma-

nently here?
Mr. GEDDES. I havo not been here except for the last 3 months.
Senator CONNALLY. You are lobbying and representing your in-

dustry? -, . I %V ' ,
Mr. GEDDES. I am representing my industry; yes, sir.
Senator CONNALLY. I am not criticising you for that. Your office

is here and you are representing the industry before the Government?
Mr. GEDDES. No, sir. We have other business. We have busi-

ness before the departments and other places. That is a very small
part of my work up here.

Senator CONNALLY. You are talking about wanting to get rid of
these gyp operators.

Mr. GEDDES. Yes, sir.
Senator CONNALLY. You mean by that that there are a lot of little

fellows who do not sell as high quality goods as you do and who do
not, get as high prices as you, and you think by this means you will
be able to put them out of business or make them good?

Mr. GEDDES. One or the other.
Senator CONNALLY. They ought to do like you do or be cut out

of business.
Mr. GEDDES. That depends on how the law is administered.
Senator CONNALLY. I Om talking about your viewpoint. The

reason you want the bill is that you think when you get it, you will
be able to make these little fellows do like you do or else you will
crowd them out of business?

Mr. GEDDES. Senator, they break down prices and they break
down the wages of employees. Our reputable manufacturer and the
established man who has a substantial investment has to meet their
competition. That is not healthy.
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Senator CONNALLY. Answer my question. That is what you want
to do, is it not?

Mr. GEDDES. I cannot answer that yes or no in the way you put
it. We want the industry cleaned up. We want decent competitive
conditions. We want decent working conditions. We want a fair
profit for our invested capital. That is all.

Senator CONNALLY. In other words, the concerns you are affiliated
with are decent, they do business decently and get decent prices, and
the rest of them you want to put out of business.

Mr. GEDDES. No; I would not say that all of those outside the
-association are not decent. There are some decent organizations
not represented in our association.

Senator CONNALLY. The purpose of your bill is to get a fair price
for radios.

Mr. GEDDES. Yes, sir.
Senator CONNALLY. And the reason for that is you think by it the

American people will have to pay more for radio instruments and
service and that is the reason you are for it?

Mr. GEDDES. No sir. There is not a large company in our organi-
zation that has made a nickel of profit in practically 2 years.

Senator CONNALLY. You know whether that is the reason that is
operating on your mind or not, don't you?

Mr. GEDDES. That is part of it. I want to be perfectly frank
with you.

Senator CONNALLY. You expect when they get this business dicta-
tor you will get more money for your goods and that is why you are
for it.

Mr. GEDDES. To some extent, but not altogether. We hope to
get a very reasonable profit, so we can pay a fair and reasonable wage.

'Senator CONNALLY. And you want to put out of business people
who are able to sell for less than you do?

Mr. GEDDES. We do not like a competitor who pulls down prices
and forces us to meet sweatshop prices and products.

Senator CONNALLY. You do not mind sweating the people to get
money for your goods, but you are against the small sweatshop
cornetitors.

Mr. GEDDES. Do you think it is healty business to sell radios below
cost?

Senator CONNALLY. If your competitors are selling goods below
cost they will not be competitors long. They will die.

Mr. GEDDES. They can sell below cost when they pay 5 and 10
cents per hour for employees and our people pay from 25 to 50 cents.

Senator CLARK. As I understand the position of your association
you have no objection to this bill, for emasculation of the general
antitrust laws. All you want is a little additional protection in the
way of a sales tax.

Mr. GEDDES. We think a sales tax would be a help.
Senator CLARK. You are in favor of the emasculation of the anti-

trust laws, but you also want a sales tax.
Mr. GEDDES. To put it that way, we think that would be a fair

way; yes, sir.
Senator CONNALLY. I would like for us to determine our program

here with reference to these hearings. There are a lot of oil people
here. We have only heard one side. I think we ought to hear the
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other side. Should we not sort of line this thing up and hear the
general witnesses now on the bill and fix a time for the oil people to
have a hearing?

The CHAIRMAN. The oil provision is not is this bill, but I thought
it was fair, because of the magnitude of the question, to give them a
reasonable time to be heard. It was brought to my attention this
morning that some of the witnesses on the oil question cannot get
here until Monday. I think the time ought to be equally divided.
They took up a lot of time this morning on the side of the proponents,
but Mr. Geddes, whom we all know very well, was here this mornmig
and was anxious to get away. That is why I put him on out of order.

Mayor Walmsley, of New Orleans, is here with some others. We
want to go right along this afternoon. There was a group of gentle-
men, about five, who were here, including Mr. Elliott from Cali-
fornia and several others, also Mr. Blalock and I think one gentleman
might represent a group.

Senator McADoo. The Californians are on their way here-the
California independents-and they would like to be heard. I am
going to suggest to them if they can have the argument presented
y one man, it would be preferable in order to save the time of the

committee. It may be that we wili have to hear two. That is only
my judgment. I cannot say until they arrive.
Senator CONNALLY. There are groups on both sides of this ques-

tion from my section, and I think we ought to have an opportunity
to hear both sides. My suggestion is that we fix a definite time,
Monday or Tuesday, when we can hear pro and con on the oil question.

The CHAIRMAN. Who all want to be heard on the oil question?
Mr. CONNALLY. Mr. Blalock from Texas and Mr. Rosser I sug-

gested to these groups from my State-I am not trying to speak for
anybody else-that they get together and designate somebody to
speak for the whole group.

The CHAIRMAN. I think that is a very wise suggestion and I think
this afternoon at 2 o'clock the committee will meet in executive
session to determine this and we will start in open sessions again,
and if these gentlemen wil get together and be as brief as possible so
as to save time we will appreciate it. There are innumerable matters
to come up in this committee and we want to get this bill in shape so
we can report it some time next week.

M.r. MARLAND. I would like to have Mr. Russell Brown, attorney
for the Independent Producers' Association, and I would like to have
Mr Charles Rosser, who is vice president of the American Petroleum
Institute, and a large producer himself from Texas, speak.

The CHAIRMAN. 'How long do they want?
Mr. MARLAND. Five minutes, at least.
The CHAIRMAN. We will hear them this afternoon and these

groups who stood up, if you will let the clerk know this afternoon
whom you have selected, we will give them an opportunity to be
heard.

Senator GORE. I may ask that Mr. Chamberlain be heard.
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MUNICIPAL CREDITS

STATEMENT OF HON. DANIEL W. HOAN, MAYOR OF THE CITY OF
MILWAUKEE, WIS.

Mr. HOAN. It is rather a new thing for the mayors of the United
States to appear before committees of Congress. I assure you that
we would not be here except for a spirit of cooperation. Some 50
of the 97 mayors of the largest cities of the United States met at the
Mayflower Hotel within the last 2 days and I am speaking, I believe,
the consensus of opinion of all large cities-the unanimous opinion
of the 50 large cities that met at the Mayflower Hotel. I want to
say we are speaking in connection with the public works bill now
before you. We did not consider it necessary to unite together in a
league until about a year ago, to cooperate with the Federal Govern-
ment in bringing to your attention the facts that need to be brought in
a collective fashion to you.

We have had the task of dealing with the relief of the people, for all
time in our country. It was less than a year ago we came here.
We were laughed at when we said that we faced a situation of acute
starvation in our large cities. Fortunately you agreed with us and
made an appropriation of $300,000,000, and that money is now used
up. You have made provision for additional relief and are now
working on a works bill.

We were the first organized body of public officials to recommend
a large public works measure as the best form of relief. We would
not be here if we felt this public works bill would work as far as cities
are concerned. We are here to let you know it will not work, that
there are no cities in this country that can function under it or take
advantage of it, and we wish, as briefly as possible, to let you know
why, and submit amendments which we think will make it work.

Think I will save time to read you four short pages of what was
unanimously adopted by the conference.

We, the undersigned, being mayors of 50 of the largest cities of the United
States, and representing as we do the consensus of opinion of the 93 cities with a
population of 100,000 and over, and representing 45 percent of the population of
the United States, in conference assembled at the Mayflower Hotel in Washington,
D.C., on this the 24th day of May 1933, respectfully call your attention to the
following preamble and resolution unanimously adopted:

"We call to your attention a grave crisis that threatens the very foundation of
all credit in the United States. I want to say as a preliminary I think we perform
more than one half of the governmental services in this country, that we deal
more intimately with the lives of people, day by day, than any other units of
government, and we make these statements to you. Municipal credit due to
inability of the citizens to pay taxes, and because no market exists for tax certifi-
cates permits of no further borrowing. The banks In fact loan us less money to
meet our needs than they did before the war. So far over 1,000 local units have
defaulted on their bonds. If municipal credit is allowed to collapse we warn you
that all faith and credit in banks and industry will be undermined and collapse
with it. The moment the municipal credit is allowed to collapse, as it will shortly
(we are here not speaking for the bankrupt cities- they are taken care of In the
Wilcox bill) we are here to speak for those cities which do not appear to be bank-
rupt, and there is no reason why they should be, and surely none of us has ever
defaulted on our bonds. States may have, but we never have before asked for
help and will not here ask for anything that Is not necessary, and what is here
asked for today will either be taken care of at this session before a collapse of
municipal governments in the United States or will be taken care of by youafterward."
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1 continue.
"Practically every city has cut its budget to the bone. We have learned that

overproduction of budgets simply increases expenditures for poor relief out of all
proportions. We have in many cities already cut our police and fire service and
crippled our schools. Within a relatively short time a large additional number of
cities will be forced to default on their bonds for the first time in history.

"Municipal bonds are held by banks, insurance companies and trust funds
not to speak of savings accounts of windows and orphans."

In most instances local banks have completely failed in advancing
even the minimum of loans necessary.

"The Federal Reserve banks claim their funds must be liquid so as to serve
member banks, and are powerless in any event to meet more than a fraction of
our needs."

The Reconstruction Finance Corporation is designed to loan money to private
corporations except only for partially or wholly self-liquidating projects that are
so few as to be inconsequential.
"We assert that if Congress will do for municipal corporations what you have

done and are now doing for private corporations we will need to ask no other
consideration. The advancement of not to exceed $1,000,000,000 a year for
not to exceed 2 years will meet all our needs."

Our private banking institutions using persuasive methods come to Washing-
ton and secure financial aid-not to the extent of millions but to the tune of
billions of dollars of our taxpayers' money. Railroads, insurance companies and
other fiduciary institutions are saved by you because it is deemed wise public
policy to do so.

"If the Congress of the United States does not at this moment protect our
cities and the 65,000,000 people who live under our care and whom we must
serve, then the sole responsibility for a collapse of democratic municipal govern-
ment will lie on the doorsteps of your body-the people's body to whom we look
for assistance.

"We did not cause the economic depression. We are not responsible for the
utter inability of thousands of our citizens to pay their taxes. We are not
responsible for the 15,000,000 willing people who would work could they but
find it. We are not responsible for the closing of the door of legitimate credit in
our faces.

"This situation is nothing more than a national calamity requiring national
action. Just I year ago many of you believed we were extravagant in our state-
ments when we said people were destitute; today all of the $300,000 000 you pro-
vided in response to our demands is gone. Then we were right. We knew be-
cause we had to look into the faces of needy people out of work and in dire circum-
stances.

"Now for a few millions of dollars our cities can be saved, our employees can
be paid, our healtu, welfare educational, fire, and police services can be con-
tinued, our credit can be maintained, and we can be tided over the most serious
emergency that has ever confronted the American cities.

"If this is not done, we warn you that the collapse of municipal credit will ulti-
mately affect the entire credit structure of the country, including the credit of the
United States Government.

"We therefore inform you, since you alone can afford a remedy to prevent the
rapidly approaching collapse of city government that we shall not be charged with
neglect in failing to apprise you of the facts or that you shall fail to share your just
portion of responsibility.

"We thereore recommend that the Reconstruction Finance Corporation Act
be amended at this session to authorize the purchase of or loans upon tax-anticipa-
tion or tax-delinquency certificates or notes of municipalities and public bodies
issuing the same in the ratio of 75 percent of the 1933 or current taxes and 50
percent of past-due outstanding taxes or delinquencies and on such plans as State
debt limitations will not be exceeded. These securities have back of them the full
faith and credit of our cities.

"If your reason for refusing us this remedy be, as alleged by some, that the
credit of the Federal Government will be impaired, then we insist that you amend
the National Industrial Recovery Act which you are soon to consider or any other
pending measure, so that the Comptroller of Currency be directed to accept our
legal municipal bonds and our tax certificates as a basis of an issue of an equal
amount of bank notes and their delivery to us. This is a privilege you now extend
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to national and Federal Reserve Banks. What excuse may be offered for not
extending this privilege to cities?

"We hereby also inform you that the present public works bill now before
Congress will not serve its purpose if you do not take the above action. Prac-
tically no city Is in a position to issue bonds for these proposed construction
projects when it Is absolutely impossible to secure funds to finance current
operations. If this Congress is looking to the cities to embark upon large works
programs with the Incentive of a 30 percent direct grant then your body will
be disappointed. Many are already bonded up to their constitutional debt
limit now, and you expect us to issue additional bonds and thus plunge us into
further financialdifficulties.

"Our only opportunity for fulfilling our share in a great national movement
to put people back to work with which we are in hearty accord is dependent
upon adoption of the above proposals, and second, to completely liberalize this
bill now before you. Not only must the Federal Government increase the
present 30 percent provision but repayments, payments of principal and interest
on bonds issued by us should not begin until January 1, 1936. The act should
specifically provide for the purchase of bonds against the balance of the cost of
municipal projects.

"All failure on your part to act at this session will mean in our solemn opinion
chaos in most cities.

"With this attending collapse of credit there comes all the attending evils of
governmental breakdown. The failure of municipalities to provide proper
police protection and adequate fire defense means disaster to every American
home. The additional failure to safeguard our health and sanitation means to
revert to the deprivations and hardships of our grandfathers."

The sole question is will you assist our people in their hour of greatest need.

I would say to you that municipal governments universally, have
always been able to function by virtue of loans from banks repaid
when the taxes are collected and when the banks are unable to make
us the loans, absolutely the Federal Reserve is unable to make us the
loans. We are faced, on the other hand, with inability to borrow
money on one hand and growing delinquencies and our police depart-
ments and essential services necessary to maintain government are in
jeopardy.

Mayor Walmsley, of New Orleans, has an amendment. He knows
the extent of our needs. Careful surveys have been made on this
problem, so, to briefly summarize and not take up your time, may, I
say that the American cities to-day (this means all of them) haven't
the ability to borrow from banks ns we had before the depression.
That comes about by reason of the fact that there is no market for the
tax warrants that are always purchased by banks. The banks would
borrow up to 10 percent of their capital and buy them and resell
them. They cannot resell them. Therefore the door is closed to us.
The door is closed to the Federal Reserve System, and we have cut
our budget, and those that have cut most have the greatest demand of
any. Most of the employees support three or four families on one
salary. Secondly, we wish to provide means to use the credit of the
United States Government not to exceed the amount private industry
asks for. We are not asking for charity or for gifts. If you will take
our tax warrants which we contend to be the best paper issued by any
governmental unit in this Nation, on a 3 or 5 percent basis, you will
either own the cit of Milwaukee or we will pay that money back.

Senator GORE. You do not think for a moment you will ever pay
it back do you?

Mr. IoAN. I know we will have to pay it back.
Senator GoRs. Why do you say that?
Mr. HoAN. Because this amendment is drafted on the basis that

the Reconstruction Finance Corporation can require us to deposit
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these certificates of title to that property and that must provide that
the tax payments shall go into a trust fund until all of that loan is.
retired.

Senator GORE. Do you think anybody would ever mandamus a city
to pay that money?

Mr. HOAN. No, sir; but I think the Government can require us to
put that money in the Federal Reserve when it comes in.

Senator GORE. A year ago, when we appropriated a hundred mil-
lion dollars to the States, that was a loan, was it not?

Mr. HoAN. I am not certain.
Senator GORE. You do not even know whether it was a loan or a

gift?
Mr. HoAN. No, sir. I asked for a gift.
Senator GORE. That was a loan. As mayor of the city of Mil-

waukee you do not know that. You do not even know that Mil-
waukee or any other city will every pay a dollar of that.

Mr. HoAN. I know that anything Milwaukee has ever borrowed she
will pay back.

Senator GORE. We have just passed a bill giving $500,000,000 to
the States and municipalities. That is a gift. If the United States
raises money to advance to these cities, it has got to advance the
security under this bill to raise the money. It will have to pay those
bonds, no matter what becomes of the money. Do you think for a
moment that Milwaukee will ever pay it back?

Mr. HoAN. I know it will have to pay it back.
Senator GORE. How do you know that?
Mr. HOAN. Because under the amendment we will offer here, it

will provide that the Reconstruction Finance Corporation can
neither buy-

Senator GORE. Will you agree that if we pass this bill you will not
come back here and ask for the obligation to be canceled?

Mr. HOAN. I will, and I do not believe the depression will last long
if we are given this aid. Not only that, I believe if we close up our
fire departments and police departments, you will have to have
Federal troops-

Senator GORE. It is easy to talk about issuing bonds. Sooner or
later pay day will come and where are we going to get the money to
pay the interest and retire the bonds?

Mr. HOAN. I will answer that. If it is possible to have the United
States Government print bank notes and issue them on those securities
it is just as fair for the Government to do that as anything else.

Senator GORE. So you think the Government should issue notes to
run municipal governments? What is a Treasury note but a promise
to pay, after all?

Mr. HOAN. Yes, sir.
Senator GORE. On demand, and a bond is a promise to pay in the

future. What I am getting at is what have the taxpayers of Mil-
waukee or any other city to guarantee that they will pay these bonds".'

Mr. HOAN. If we cannot get the taxes to retire the indebtedness,
the bill should never be passed.

Senator GORE. That cannot be done. The Congressmen and
Senators from your State will be back here when the due date comes,
asking that it be extended first, and then that it be canceled. Do
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not ever lay the flattering unction to your soul for 1 minute that $1
of this will ever be repaid.

Mr. HOAN. If you provide for the proper person to take control of
our tax certificates, you can require that that money be paid directly
by the taxpayer.

Senator GORE. But one half of your taxes are delinquent now, are
they not?

Mr. HOAN. No; Milwaukee, when they are through paying, will
be about 36 or 37 percent this year.

Senator GORE. Thirty-six percent delinquent?
Mr. HOAN. Yes, sir. Most cities have a greater delinquency.
Senator GORE. You speak of having a credit collapse. Did it ever

occur to you thut we might possibly ruin the credit of the United
States itself?

Mr. HOAN. Yes, sir.
Senator GORE. You admit the credit of the cities is gone and the

United States has some sources of credit and some power to pay
debts that cities have not got. The Federal Government has got to
tax the same people, in the long run.

Mr. HOAN. Well, I want to say this to you, Senator, if there was
any justification for the legislation that has been passed, as long as
the credit of the United States is used for private industry, there is
certainly justification for this.

Senator GORE. I have never yet accepted the philosophy that one
mistake justifiies another deliberate mistake, following that as a
precedent. I admit we have made mistakes here. That makes no
difference with me. What are your politics?

Mr. HoHN. I am a Socialist.
Senator REED. Have you made an appeal to the Legislature of

Wisconsin?
Mr. HoHn. Yes, sir; and the Wisconsin Legislature has done as

well and better than other States. It levied an income tax and the
relief problem up there has been taken care of through the State.

Senator GORE. Two years ago Wisconsin appropriated $6,000,000
for relief of unemployment, or do you remember?

Mr. HoRN. Yes sir; approximately that amount.
Senator GORE. What is the largest amount they ever had on the

pa roll under that legislation?
Mr. HOeN. I don't know.
Senator GORE. I was told 3,000 was the largest number they ever

had on the pay roll under that legislation. It was for giving work to
the unemployed.

Senator LA FOLLETTE. You are mistaken about it.

STATEMENT OF HON. T. S. WALMSLEY, MAYOR OF THE CITY OF
NEW ORLEANS, LA.

Mr. WALMSLEY. I am a Democrat.
Senator GORE. Do you believe in local self-government?
Mr. WALMSLEY. Absolutely I do.
Senator REED. Do you believe in State rights, too?
Mr. WALMSLEY. Yes, sir; very thoroughly.
Mayor Curley, of Boston, is our chairman and he was to be here

this morning, but unfortunately was called back to Boston to take
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-are of some relief matters there. I have prepared some remarks
which I will just file, because I realize the lateness of the hour.

The CHAIRMAN. Have you an amendment there?
Mr. WALMSLEY. I have an amendment here and in filing it I would

like to state this, that at the request of the President we called on the
Assistant Secretary of the Treasury, who sent for Mr. Eugene Black,
the governor of the Federal Reserve Board, who in turn told us that
even though there is authority for the Federal Reserve Board now
taking these very warrants which we ask, that we be permitted to
borrow from the Reconstruction Finance Corporation on, that the
reason they could not e) it is because the amount which we need for
this year, which we estinate according to the figures (and they are
accurate) amount to about $400,000,000 for this year.

We will file these figures for the record.
The CHAIRMAN. That is for cities?
Mr. WALMSLEY. Yes, sir; and for the operation of schools.
Senator CONNALLY. For all cities or just for those in your group?
Mr. WALMSLEY. No, sir; for all cities having the power to levy

taxes or maintain proper police and fire protection, to take care of all
municipalities having the power and authority to issue tax anticipa-
tion warrants. We do not go far afield in going ,o all the various
branches and forms of what are generally termed "municipal bonds",
because we realize it is impossible to do that. Many of them who, in
the past, have issued paper, have not the power to issue tax anticipa-
tion certificates.

The CHAIRMAN. There have been some requests from States for
loans to be given to them on their bonds. Have you given any con-
sideration to that?

Mr. WALMSLEY. No, sir. We can say to you that all short-time
borrowings for 1932 amounted to $1,020,000,000. That is the full
amount of all short-term paper of all types-State, county, township,
and every subdivision of government.

Senator REED. Are you speaking only for cities or also for bor-
oughs, townships, and counties?

Mr. WALMSLEY. Anyone that has the power to carry out and
maintain the orderly functions of government, we ask for.

The CHAIRMAN. Have you asked there for relief for cities?
Mr. WALMSLEY. Yes, s'ir. That $400,000,000 is to take care of all

police and fire departments of the country. That is all we are asking
for-to maintain our local governments and not break down-and
also that we can prove to Mr. Hoover that grass growing in the
streets of the cities of America will not come true.

The CHAIRMAN. It will come true if we do not pass this?
Mr. WALMSLEY. Yes, sir. Take Akron, Ohio. They have closed

up one half their fire stations and laid off one half of their police,
and we know that a great many of the large cities will have to lay
off their street-cleaning forces. These dirt streets in these cities of
50,000, and in that portion not paved already, they will have to lay
them off. And what will happen? As these men are laid off from
municipal employment they will have to go on direct relief. In this
way, we will be able to keep them on the rolls ourselves.

Senator GORE. Would you be willing for us to amend this bill so
as to provide for a dictator of New Orfeans and other cities so as to
let us take over the affairs of the cities?
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Mr. WALMSLEY. I would not hesitate to do that, because these
cities can do what they have been doing in the past and this 2 years
relief is all that we Will need. We have come through the entire
depression up to this time without asking for any money and now
we are asking only for temporary relief and ask you simply to let
the Reconstruction Finance Corporation have the same power that
the Federal Reserve has today under regulation E of 1928, section
4, Federal Reserve Act. Here it is, gentlemen-

Senator GORE (interposing). I can appreciate the force of your
observation, that you have waited until now and I know you have
seen everybody come here treking to the United States and putting
their hands into the Treasury of the United States, pockets of the
taxpayers of the United States, getting money and going their way.
I can appreciate your willingness to want to share in that distribution.

Mr. WALMSLUY. I wish to say to te Senator that I feel this way
about it, that I fought as hard as any man in the United States to put
this administration, the President and the men that came from my
section of the country, into office. I am directly interested as a
member of the Democratic party to see that there shall be no abuse
of the assistance which this Government gives. I will go further and
say I want to see the Democratic Party remain in power, and the on!y
way we can do it is to give assistance to the people that are now in
this administration and help them to work out the problems. If we
attempt to abuse the power, the first thing the people will do will be
to kick them out.

Senator GORE. I do not question your statement at all, but if we
give you relief, you will see others coming here, and they will say
everybody is getting theirs, why should not we? You have not watched
this tendency at all. I know you imagine it will be repaid.

Mr. WALMSLEY. I believe in paying debts. I do not believe in
cancelation of foreign debts. I believe when a person makes a debt
they should pay, and that is tue of nunici alities. Regardless of
what the conditions are, they should not be permitted to cancel their
obligations.

Senator GORE. In respect of your statement of one sovereign owing
another sovereign and not being- willing to pay, judging by our past
experience, our foreign creditors have not mentioned doing anything,
have they?

Mr. WALMSLEY. No, sir.
The CHAIRMAN. We thank you very much.
Mr. WALMSLEY. I desire to submit this statement.
(The statement referred to is as follows:)

The national industrial recovery bill, according to the report of the Ways and
Means Committee of the House, is a bill to provide for the construction of certain
useful public works and for other purposes, and is designed to meet the needs of
the present national emergency in an effort to stop wide-spread unemployment
and disorganization of industry which burdens interstate commerce, affects the
public welfare, and undermines the standards of living of the American people.

There is nothing that more vitally affects the American home and guarantees
to the American people peace and happiness and is more in the interest of the
public welfare than the orderly operation of municipal governments, which take
care of more than 50 percent of the governmental needs of the people.

The public works bill is designed to create employment but unless the amend-
ment which we, the committee representing the Unitea States Conference of
Mayors, is adopted, there will be an increased amount of unemployment and the
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very opposite of what our President is seeking to accomplish will be the order of
the day. The President is his message to Congress of May 17 stated:

"My first request is that the Congress provide for the machinery necessary for
a great cooperative movement throughout all industry in order to obtain wide re-
employment, to shorten the working week, to pay a decent wage for the shorter
week, and to prevent unfair competition and disastrous overproduction."

If municipalities cannot get the relief suggested in our amendment, we will be
forced to reduce wages and discharge our employees, thereby running counter to
the very desire of our President and the provisions ot the act. As a result, the
standards of living in the American homes of municipal employees will be low-
ered and they be forced to work for wages which are already in a great many
cases far below that which they are entitled to receive.

The amendments which we propose are as follows:

"AMENDMENT TO NATIONAL INDUSTRIAL RECOVERY BILL

"SE. -. With the view of maintaining public order, preventing the collapse
of credit, maintaining necessary employment and preventing wholesale discharge
of municipal employees, maintaining the high standards of and security of
American homes, sustaining proper police and fire protection, and in the interest
of the public health of the Nation, such cities as are charged with the duty of
protecting life, health, property, and public order and providing education may
borrow from the Reconstruction Finance Corporation, and the Reconstruction
Finance Corporation may lend to or purchase from any such city on either their
notes, warrants, or certificates secured by current or past due taxes or tax antic-
ipation warrants evidencing such facts up to 75 percent of the 1933 or current
taxes, and up to 50 percent of the delinquent taxes on the year previous thereto.
The provisions of this section shall remain in force for only 2 years from the
date this act takes effect. These loans or the purchase of these tax anticipation
warrants, notes, or certificates, or the warrants, notes, or certificates of the
delinquent taxes herein authorized to be purchased, shall be upon such terms and
conditions as shall be agreeable to the Reconstruction Finance Corporation and
and shall be payable in accordance with the terms and conditions set forth by the
corporation.

"For the purposes of this act the term cities shall include those political sub-
divisions as provide education and have at present the power to issue the type of
notes, certificates, or warrants herein set out."

Mr. WALMSLIEY. I submit the following memoranda on serious
municipal finance situation.

(The memoranda referred to are as follows:)

MAYOR OF NEW ORLEANS MEMORANDUM ON SERIOUS MUNICIPAL FINANCE
SITUATION

1. Sixty of the ninety-three largest cities in the United States which are solvent,
are today facing a serious crisis. Due to factors over which they have no control,
they are unable to dispose of their short term tax anticipation notes.

The breakdown of our private financial institutions distributing securities, and
the collapse of municipal credit facilities, has forced these cities into a financial
strait-jacket.

All American cities must live on borrowed money for part of each year, pending
the collection of taxes. In the past this credit has been quickly absorbed.
Today, however, our banks are able to absorb only a ortion of the needs.
2. If this credit cannot be promptly obtained, the following wil result:
(I) Solvent cities will be forced to default because cash will not be available.
2) Thousands of municipal employees will be unpaid.
3) Cities will be forced to resort to scrip, which will circulate at uncertain

prices.
(4) Essential governmental services may break down.
(5) A public works program, the bulk of which is municipal construction will

be absolutely impossible.
3. The credit of the United States Government might be affected since the

Nation's credit depends on confidence.
Unpaid public employees do constitute a heavy drag on general recovery.

Up to now the only stable purchasing power has been the public employee.
Lack of funds for services, such as relief, might result in serious social unrest.
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This can be avoided by a simple program. Credit, which In the past has
always been available from private channels but which today is lacking, can
properly be furnished by the R.F.C.

lae islation can be enacted authorizing the R.F.C. to purchase or make loans
to cities on tax anticipation notes.

This authorization can be safeguarded by limiting loans up to 75 percent of
the 1933 levy and up to 50 percent of the 1932 delinquencies. A 2-year period
of repayment can be made a lien on new mone3s.

This emergency legislation should be limited as to time.
The R.F. C. would have the highest type of collateral behind these loans.

Tax warranty are a lien on the wealth of % community, having priority over
mortgages.

Every dollar advanced would be repaid. As taxes are collected, they could
replaced in a separate fund to be paid only to the R.F.C.

A careful estimate of the needs of 60 major cities is $300,000,000. Perhaps
less than $100,000,000 would actually be applied for. The farm bill's provision
dealing with certain securities, changed the credit situation, so far as these
securities were concerned, the minute the act was passed.

When these solvent cities are placed on their feet through the extension of
legitimate credit national recovery will be holped. Public business is the largest
business in the United States. Precedents have been set by the Federal Govern-
ment which not only warrant extension of credit but make it mandatory.
If there is to be a conflict between private and public corporations, our public
bodies obviously should have preference. No direct expenditure is involved but
a revolving credit is essential.

The action of the Judiciary subcommittee in reporting favorably the Wilcox-
Fletcher bill represents an important forward step in the buttressing of the
financial structure of the Nation. This bill renders it possible through conference
or negotiation for a city which is either insolvent or experiencing difficulty In
meeting its obligations to adjust claims upon a basis which it is possible for the
municipality to meet.

At the present time more than 1,000 municipalities are in need of legislation of
this character in order to continue to function.

The United States conference of mayors, representing the leading munici-
palitie. of the Natiov, is also urging the enactment of legislation for the relief of
cities that are solvent but which can only continue solvent through the creation
of A wider market for the distribution of tax-anticipation and tax-delinquent
warrants.

Under existing law banking institutions are not permitted to invest more than
10 percent of their capital in tax warrants. Prior to the height of the depression
tax warrants were the most attractive and soundest character of investment and
found a ready market with insurance companies, corporations, and investors.
generally.

During the present year every line of activity in the United States has been
forced to use a portion of their reserve capital to meet the dividends or operating
requirements, with the result that the market for tax warrants has become so
restricted that the bankers and investors bre experiencing difficulty in disposing
of any portion of the amount which they are under the law permitted to hold.

Prior to this year a banking institution or an investor would turn over the 10
percent which the law permits it to purchase many times during a year, whereas,
during the present year, it apparently has become impossible to do this.

An amendment to the Reconstruction Finance Corporation Act is advocated
which would permit the Reconstruction Finance Corporation to purchase tax
anticipation and tax delinquent warrants at a reasonable rate of interest up to
75 percent of the delinquencies for the current year and 50 percent of the delin-
quencies for the preceding year. Thus the necessary funds would be made avail-
able for the continuous and orderly operation of municipal functions.

Every student of economics is in agreement that the only way in which the
dole system, apparently firmly established in America at the present time, can
be obviated and ended is through a construction program.

The major construction program now under consideration by Congress makes
provision that 70 percent of the money to be expended upon construction projects
be provided by the municipalities or the States and the remaining 30 percent to
be furnished by the Government.

The major #onstruction program will fail of its purpose unless municipalities
are able to develop a market for the sale of tax warranty. From the standpoint.
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of security there is none more sound, since behind every warrant Is not only the
taxing power of a community but every dollar of real property in the community.

In view of the character of collateral which tax warrants represent and in view
of the reasonable limitation upon purchase which is advocated by the United
States conference of mayors and in view further of the time limit of 1 year for
settlement, it is clearly the duty of Congress to provide the required relief, since
the collapse of even a limited number of the major cities of the United States
might cause the entire banking and business structure of the Nation to crumble.
Hon. ROBERT WAGNER,

Washington, D.C.
Sixty major solvent cities of the United States facing certain default in the

next 90 days unless able to secure usual normal loan such aa they have always
had previously in anticipation of collection of taxes. This paper formerly had a
wide and greedy market. Unless prompt relief can be obtained, It is believed
the Wagner and administration's public works program will be completely
nullified.

Only $300,000,000 available credit required to meet the situation, most of
which will not be needed if made available because it will then be accepted by
banks and investors. Too late for Federal Reserve rediscount privilege. Believe
default by these cities may close the banking credit reservoir to the Government
itself due to large-scale fear withdrawal of deposits bound to follow such default.
Doubtful if life-insurance companies and savings banks can stand the shock of
general public default.

Above does not include New York City whose failure is certain to follow. If
these cities are saved New York City's problem can be handled by banks with
little or no assistance.

It is suggested that the Reconstruction Finance Corporation make loans up to
75 percent of the 1933 tax levy utnd up to 60 percent ot the 1932 delinquencies
with the provision that if such loans are not repaid within 2 years same shall
become a first lien on the revenues of the next succeenge year. It seems certain
if this provision were written into the law banks and investors would absorb
the entire amount.

Another lan worth considering might be to have such municipalities draw
drafts on the Reconstruction Finance Corporation for 75 percent of the 133
levy and 50 percent of the 1932 delin uencies with the provision that at the end
of years theae drafts become a first oien on the revenues of the next succeeding
year, the Reconstruction Finance Corporation to accept and the acceptances to

e marketed to banks and investors and made purchasable by the Federal
Reserve in its open-market policy.

Another plan might be patterned after bankers acceptances, meaning that the
Reconstruction Finance Corporation might accept drafts from said cities and
merchandise the same in the open market. MORRIS TREMAINE.

State Comptroler of New lork.

HOW MUCH CREDIT WOULD BE NEEDED

The total needs of 60 of the 93 major cities requiring credit assistance approxi-
mate $325,000,000. To care for all political subdivisions the amount required
would not exceed $450,000,000. This Is but a fractional part of the loans already
advanced to all banking institutions, railroads, savings and loan associations, ete.

However, it is estimated that if the above amounts were made available less
than $200,000,000 would actually be applied for, since Federal action would so
bolster the municipal credit structure that private credit would again be anxious
to purchase tax warrants.

The total short-term borrowings for all governments (State and local) for
1932 was only $1,000,000,000. Statements that tremendous sums would be
required do not conform to the facts gathered by the United States conference of
mayors. If the same amount of credit were advanced to the cities as has been
advanced to four or five banking institutions the solvency of the cities could be
preserved.

Legislation of the character proposed would also overnight improve the general
municipal bond structure in the same manner that certain farm securities ad-
vanced immediately upon passage of the farm bill.

176260-88----6
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FROM THE UNITED STATES CONFERENCE OF MAYORS, DREXEL AVENUE AND FIFTY-
EIGHTH STREET, CHICAGO, ILL.

Current indebtedness t of cities over 80,000 2

Revenue
As of- bonds and Warrants

notes

1030 ........................................................................ 580,213,188 80,739,006
1929 ....................................................................... 430,465,087 99,312,131
1928 ......................................................................... 243,229,732 102,871,69
1927 ......... ............................................................... 233, 208, 074 78,465,128
192 ....................................................................... 222,837,013 72177.342
192 ...................................................................... 210,847,474 70,90, 040
1924 ....................................................................... 202,962,201 62,882 217
1923 ...................................................................... 185,952,696 57,442,374
1922 ......................................................................... 243,055,457 57,748,882

I O'urrent tndebtedne.-Under the general term "current" are included the debts of all kinds except
those described above as funded floating, and special assessment. They are shown in the table under the
two heads described below.

Revenue bonds and tile.-Revenue loans include all interist-bearing short-term obligations, other than
so alled "serial bonds," that have a fixed date of redemption or are made payable at a date in the discretion
of the city from the prods of a levy made, or to be made, In the year of their issue. These obligations are
popularly known as revenue bonds, revenue loans, anticipation tax loans, anticipation tax warrants tem-
porary loans, and inteiest-bearing warrants. Overdrafts upon banks by the vrlous divisions and fund
of the city are classified as revenue loans.

Warrant.-Under the heading "Warrants" are tabulaterl all nonlnterest-bearing warrants orders, and
audits In the nature of warrants outstanding at the close of the year, except those specifically called tax
warrants or anticipation tax warrants.
I Based upon Finance Statistics of Cities over 30,000 Population, U.S. Bureau of Census.

Funded or fixed debt I of cities over 80,000'

1930 ----------- $8, 612, 446, 089 925 -------------- $5, 827, 837, 925
1929 ----------- 7, 755, 314, 620 1924 --------------- 5, 324, 730, 746
1928 -------------- 7, 331,934, 852 1923 --------------- 4, 861, 768, 302
1927---------------6, 895, 366, 002 1922 --------------- 4,629,064,920
1026 --------------- 6, 376, 280, 722

I Punded or txed indebtednes8.-Funded or fixed debt includes all debts evidence by formal Instruments
which have a number of years to run and for the amortization of which no assets other than those of sinking
funds have as yet been specifically authorized or ap ropriated. The debts of this class are called cor-
poration stock, bonds, certificates, serial notes serial bonds, and mortgages.

Based upon Financial Statistics of Cities oiover 30,000 population, U.S. Bureau of Census.

Floating debt 1 of cities over 80,000 2

1930 ---------------- $161, 247, 002 1925 --------------- $173, 572, 682
1929 ----------------- 131, 435, 159 1924 ---------------- 155, 957, 237
1928 ----------------- 156,298,232 1923 ----------------- 179, 302, 572
1927 ----------------- 153, 729, 638 1922 ----------------- 68, 558,027
1926 ---------------- 199,021,676

1 Fltl find lUednw8.-FloatIng debt includes (1) all debts evidence by revenue bonds, warrants, and
accounts yable, to be redeemed from the levies of a succeeding year; (2) all debts evidence by short-term
bonds to redeemed from the proceeds of long.term obligations; (3) all final judgments against the city,
outstanding at the close of the year; and (4) all ndebtedness to public trust funds and private trust funds
due to the conversion to general public uses of all or a part of the money or other property received for
creating public uses of all trust funds or permanent private trust funds where the city assumes the annual
payment of Interest on the amounts so converted without issuing to the funds its formal bonds or certificates
of indebtedness.

I Based upon Finance Statistics of Cities over 30,000 Population, U.S. Bureau of Census.

Special assessment bonds and certificates I outstanding of cities over 80,000 '

1930 ---------------- $577,770,659 1925 ---------------- 367,426,743
1929 ---------------- 539,446,218 1924 ---------------- 298, 336, 557
1928 ---------------- 534,308,765 1923 ---------------- 251, 010, 587
1927---------------- 486, 888, 458 1922 ---------------- 226, 869, 420
1926 ---------------- 414, 141, 197

A Special assessment indebtedness.-Special assessment loans include all so.called bonds, certificates, and
other short-term obligations issued or incurred with the understanding that they are to be paid wholly or
in part from the proceeds of special assessments.

IBased upon financial statistics of cities over 30,000 population, United States Bureau of Census.
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(Mayor Curley also offered the following telegram:)
MAY 25, 1933.

Hon. JAMES M. CURLEY, President,

United States Conference of Mayors, Mayflower Hotel, Washington, D.C.:
Knowing your desire to use the funds which will be made available by legisla-

tion for increasing employment and stimulating business as well as to relieve want
I want to point out that it no better way can your general purpose be effected
than to relieve the desperate situation existing in this and other cities where
school teachers, firemen, and policemen are unpaid owing to the present but
temporary inability to sell tax anticipation warrants against existing tax levies.
If the Reconstruction Finance Corporation were authorized in the public works
act to purchase city and board of education warrants or short-term bonds and in
only such amount to each municipality as would cover back salaries to unpaid
employees it would at once without taking unsound security make the most
useful distribution of funds both from a business and humanitarian standpoint.
Such a course would protect the vital processes of municipal government In this
and other cities for a period of crisis which with the return of normal business now
on the way should be short. I do not suggest that the Government should get
behind the capital debt of municipalities which might be an unbearable burden
but simply to loan on collectible warrants or short-term bonds to the amount of
the unpaid salaries of employees. I am sending a copy of this statement to the
President who has already done so much to relieve distress in the country to take
this step. With kindest good wishes,Sinerely yours, EDWARD J. KELLY, Mayor.

Senator CONNALLY. We have Mayor Holcombe, of Houston, Tex.,
in the room, and I would like for the committee to hear him.

STATEMENT OF HON. OSCAR HOLCOMBE, MAYOR OF THE CITY
OF HOUSTON, TEX.

.M.-r. HOLCOMBE. Senator Gore, on the question of the grant that
you asked the mayor of Milwaukee about, I may be mistaken, but
I think that grant was made to the State to be paid back out of
Federal-aid funds as may be given to roads in the future. Am I
right?

Senator GonE. Oh, no.
Senator LA FOLLETTE. You are right.
Mr. HOLCOMBE. We have not canceled that. We are not asking

for a gift. This amendment that we are asking for here provides
that these taxes would be earmarked, the same as we do when we
borrow from our banks now. They are earmarked, and as the taxes
come in they would go to pay these warrants off. It is not a ques-
tion of bonds. We are not asking for you to buy bonds. We are
asking merely for you to permit the Federal Reserve banks to take
up these tax warrants, and as the taxes come in against the property,
they are earmarked and it is set aside to take up this obligation. If
the people do not pay these taxes, if they do not pay their current
taxes to the city, which is on their real estate, they are not going
to pay any taxes, and if these taxes are paid, the Government will
get its money back.

Senator REED. In effect, what you are asking us to do is to force
upon the member I)anks of the Federal Reserve System it sort of
frozen asset; is not that true?

Mr. HOLCOMBE. We are not asking that this go to the Federal
Reserve banks. Under this amendment we are asking that the
Reconstruction Finance Corporation Act be amended so that they
can buy these tax warrants and give us the 2-year period in which
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to take them up. If the local communities, if the man that owns this
building here does not pay his taxes on the real estate, there is not
any other tax going to be paid, and if that falls down, if he falls down
on that, then we have utter collapse.

I do not think you gentlemen are as familiar-I know you are not-
with conditions back in these cities as the people who live there.

Senator REED. We have been told a lot about it in the last 2 years.
Mr. HOLCOMBE. I know that, but this condition has been aggra-

vated since last fall, since the bank holiday, very much because the
local banks could not take care of it. My situation in liouston this
year-I am talking for other cities-we are financed for the balance
of the year. Our banks down there have taken care of us. New
Orleans and Milwaukee happen to be in the same condition. This
year they are getting along all right, but we can see this situation
facing us next year, that will face the other cities of the country.
They have cut their fire departments. Just as Mayor Walmsley
said about grass growing in the streets, if there is not some way these
cities can get the money to pay their employees to cut the grass in the
streets, or to pay their fire departments and keep them going, or to
keep the police departments going, you are going to have collapse.

Senator LA FOLLETTE. As I understood you, your only reference
to the Federal Reserve banks was that they might act as a depositing
agency or agency to collect these warrants.

Mr. HOLCOMBE. No, sir. Our reference to that was that we were
asked to talk to the committee about it. They have authority to
take these warrants at the present time.

Senator CONNALLY. Your idea is the Federal Reserve banks, if
they so desired, could do this?

Mr. HOLCOMBE. Yes sir
Senator CONNALLY. What you want is to transfer a similar author-

ity to the Reconstruction Finance Corporation?
Mr. HOLCOMBE. Yes, sir. Governor Black, I think, told us the

capital of the Federal Reserve banks was $250,000,000 with may be
$300,000,000 surplus and this would freeze the capital of the Federal
Reserve banks and it should not be done. After talking to them,
we agreed thoroughly it should not go to the Federal Reserve, but
it could go to the Reconstruction Finance Corporation and they
could give us this relief.

If the cities are not financed you will have grass growing in the
streets. In this country today you have townships and cities at the
rate I think our Secretary's report shows of on the average of 100
a week that are in default. Cities have cut their fire departments,
they have cut down to the bone, and they have practically ceased
functioning, and when you quit functioning you are going to get
grass in tile streets.

STATEMENT OF HON. C. K. QUIN, MAYOR OF THE CITY OF SAN
ANTONIO, TEX.

Mr. QUiN. I do not know that I can add anything to what has al-
ready been said. I would like to add this remark. Take your public-
works program. I assume that you are going to depend on the pro-
gram being carried out in the municipalities largely. You take our
situation ii San Antonio. We have not up to this time defaulted in
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any of our bond retirements. We, up to this time, have been able to
finance ourselves with our local banks, but we are not going to be in
a position, by reason of the fact that many people who have punctually
paid their taxes up to this year, are not going to be able to pay them
now. We are not going to be able to take on any additional tax
burdens. In other words, we are not going to be able down in our city
to participate in this public-works program if that means adding to the
tax burden by the issuance of bonds, which are to be taken care of out
of this public works appropriation.

At this tilne we are running short of our tax collections for the same
period last year. The indication is that we will collect something like
68 percent of our taxes for this fiscal year, which closes at the end of
this month. We are very much interested in the proposition that
has been made that we lie permitted in some way to finance ourselves
to the extent of some portion of this year's tax levy and some portion
of last year's delinquencies, by pledging these tax certificates to this
source rather than pledge them to the local banks.

I do not know whether we will be able to finance through the local
banks this year or not. If the tax collections fall too low, we shall
not be. We are in the same condition that your cities up here are in
with reference to reducing our budget. We cut ours $1,600,000. We
let off many of our old employees. We cut our salaries very drastic-
ally. We are not in position to assume additional tax burdens in
order to take care of or take part in this public-works program, and
I think very many cities in the United States were in that posi-
tion, and if you expect to see the public-works program put men to
work and these large cities cannot take advantage of it, the public-
works program is going to fall down. It is in that spirit that we come
here and ask you to amend this bill so that we may be able to borrow
by pledging these tax certificates to that extent.

Senator GORE. Would it not be a shorter process, that instead of
requiring the cities to put up a part of this money for public works-
would it not be more effective to let the United States in the first
instance put up 100 percent rather than to require the cities to put up
dollar for dollar?

Mr. QuiN. That might answer so far as the public-works program
is concerned, but insofar as our operating is concerned, if these people
are not able for the moment to pay taxes and if we have to reduce
our fire departments and police protection below the line that is
absolutely necessary it does not act in that respect.

Senator GORE. That means you have to tax the people of Okla-
honia to keep the grass from growing in the streets of San Antonio.

Mr. QuN. Grass is not going to grow in the streets of San Antonio.

STATEMENT OF A. M. LOOMIS. REPRESENTING THE AMERICAN
ASSOCIATION OF CREAMERY *UTTER MANUFACTURERS, CHI-
CAGO, ILL.

Mr. LooMIs. I want to call attention of the committee to the
fact that there seems to be dual control over certain industries
involved in this bill, as related to or compared to the Farm Act-
that is, those industries which process agricultural products. Section
8 of this bill attempts to straighten that out, but in the judgment of
the people of our industry ve do not know which bill we mav be
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under, and I am submitting a brief statement which contains an
amendment to Section 8 of the bill.

The CHAIRMAN. Very well.
(The statement referred to is as follows:)

There Is a real possibility of conflict between the Farm Act now in effect and
the industrial recovery bill here under consideration. We as an industry should
not be subject to.two equally controlling factors in our Federal Government.

Under the Farm Act we are expected to adopt a program and fair-trade prac-
tices for our industry-the very thing that is also contemplated in the industrial
recovery bill for all industries.

The only principles in the industrial recovery bill not found in the Farm Act
are limitation of working hours and minimum wages.

We recommend the following amendment or addition to section 8 of the
industrial recovery bill:

"During the period in which said act is in force, the Secretary of Agriculture
is authorized to carry out the purposes of this title with respect to such industries
as come under his jurisdiction in the administration of said act,/and codes of
trade practice and/or trade agreements entered into under said act shall be
deemed to be in compliance with this title."

In regard to new taxation, if it is needed, we favor a general sales tax on every
thing, including professional services, the only exception being plain food ani
plain clothing.

We are opposed to any further increase in income taxes, feeling that both
business and individuals should be given a chance to recuperate and save a little
money. That Is especially essential to older people.

We have a very good reason for asking exemption for plain food and plain
clothing, namely, that these commodities being produced on American farms,
will no doubt have to pay a tax in support of the farm act in order to raise
money to pay rentals on acreage withdrawn from production.

The farm act is designed to help the farmer, while the industrial recovery-
bill is designed to help the workman in the cities, and the two, in sofaras taxes
and government control are concerned, should be kept separate and apart.

AMERICAN ASSOCIATION CREAMERY BUTTER MANUFACTURERS,
W. F. JENSEN, Manager.

Senator GORE. What is the point?
Senator REED. They are not sure which dictator they are under.
Mr. Loomis. The farm bill provides that all of the processors of
a cultural products come under the Secretary of Agriculture.
is bill provides that these same organizations and industries come

under the control of this act, and we would like to have that straight-
ened out, leaving us under the control of the Secretary of Agriculture.
-Senator CONNALLY. Which one do you want to be under?
Mr. LooMis. The Secretary of Agriculture.

STATEMENT OF HENRY WOODHOUSE, NEW YORK, AND WILLARD
HOTEL, WASHINGTON, D.C., SCIENTIFIC ECONOMIST, CHAIR-
MAN OF NATIONAL RECOVERY COUNSEL; AUTHOR OF THE
FINANCIAL CONSTITUTION OF THE UNITED STATES;' THE
GUIDE TO FEDERAL BANKING LEGISLATION; THE GUIDE TO
THE FEDERAL SECURITIES ACT, ETC.

Mr. WOODHOUSE. I was the appointee of the Governor of New
York for the City Planning Conference in 1916, and I have been in-
terested in civic affairs ever since. I made a survey and investiga-
tion of the borrowing capacity of the 48 States, the 3,072 counties,
and the 16,500 municipalities of the United States, constituting the
entire United States.

I own 43,000 acres of land near different cities, and I am one of the
victims. I am asked to pay taxes by the State, county, and muni-
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cipality, at times several times. My endeavor was to try to find
how those cities could borrow money cheaply and not tax me.

I represent one of the 40,000,000 people who paid income tax out
of 123,000,000 people. I found that the States and cities and muni-
cipalities at the present time are competing with each other for the
same dollar, and they are not organized to get that dollar cheaper
than, say-at times they cannot get it at all, but say may be 30 per
cent considering all the expense they have to go through to get it.

I also found that I am paying $30 per capita for every employed
and destitute person, whereas I estimate the Federal Government
could borrow the same money and make it available to the counties
and municipalities at less than 3 percent probably. I state this
advisedly. There are 20,000 banks which report $45,000,000,000
of deposits, representing the deposits of 30,000,000 people.
They are all shouting for the Government guarantee of those deposits.
Nothing would be more welcome on their part than to have those
deposits guaranteed by buying Government securities.

I appeared before the Senate committee on Banking and Currency
on the legislation there, and also appeared before the Committee on
Banking and Currency on the home loan bank bill.

I appeared before several committees on different bills. I made an
analysis of those bills and what they will do today to settle conditions.
I found this, that the only fear of the country today-we are just at
the turning point with an increased production, and a slight increase
in wages. A slight increase in car loadings, a slight increase in
everything, and we are just nioving upward but I find back of it
the greatest factor is that industry is beginning to produce so as to
take advantage of the period when there is no processing tax. That
means that they are producing so as to have those goods without
paying the process tax. That will defeat, to some extent, one of the
relief measures, and it will also bring stagnation within a few months
unless you create purchasig power.

Why can you not create purchasing power under the many bills
you have been enacting? And I have been quite close to every one of
them. I have been close to every bill that has been enacted to pro-
pose relief. I have been with Senator Wagner, and when I say that
in 1431 and 1932 we discussed direct relief, the philosophy and policy
of the Nation were against it.

In about 3 months from now we will be facing the increased pro-
duction which is going on now, without any purchasing power, and we
find the following faults-they are not faults, they are rather linmita-
tions of the bill.

First, the famous inflation bill is not an inflation bill at all. If
you will look into it you will find-

The CHAIRMAN. We have to adjourn. You have a written state-
ment that you want to go into the record?

Mr. WOODHOUSE. I would like, if the chairman would kindly per-
mit me, to propose an amendment that will show what different sources
of income there are whereby this can be financed, and some of the
sources of income are quite important. I believe that you will want
to hear them.

First, I would propose an amendment to this act, call it title IV
or title V, to provide a national recovery fund, and a gold, silver,
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nickel, and copper reserve for the redemption of the currency issued
to speed national recovery. I wou!d make section'303 read as follows:

To effectuate the purposes of this title, the President is hereby authorized to-
1. Establish a national recovery fund; with gold, silver, nickel, and copper

reserve for the redemption of the currency issued to redeem national currency by
entering into contracts with operators of gold and silver mines In the United
States Alaska Hawaii, the Philippine Islands, and Puerto Rico to purchase all
the gold and silver they may produce, either at a fixed price or on the cost plus
basis, and-

(a) Having all the gold and silver produced delivered to the United States
Treasury to be held as a reserve, to be considered as the redemption reserve for
the currency issued to speed up national recovery.

(b) To have as much of the copper, nickel, and other by-products of mining
gold and silver as may be required for the redemption of currency delivered to
the United States 'I reasury, or as may be directed by the President.

* (c) To have other by-products of gold and silver dining sold and the proceeds
deposited to the account of the national recovery fund.

Now section 303, paragraph 2, I propose this amendment:
To create a source of revenue from a percentage of the rise in value of securities,

listed on the exchanges due to earnings created by increasing the earnings of
industries through the purchasing power created by the National Recovery
Act: by .

(A) Specding up the spread and increase of purchasing power through the
operation of this act and of the emergency and relief acts heretofore enacted by
Congress, thereby creating increases in earnings of the industries and business
establishments whose securities are outstanding, thereby appreciating their mar-
ket and dividend value;

(B) Providinf for the imposition of a "national recovery tax" of 5 percent of
the increase of t.he market price of all shares, bonds, and other securities that may
take place beginning - days from the date this act goes into effect.

Last month the securities increased in price by $6,000,000 and this
Government is not benefiting a penny. The shares were worth alone
$87,000,000,000 on October 21, 1929, and last October they were
worth exactly $26,000,000,000. If what is proposed here were enacted
speedily, you would find a rise of $10,000,000,000 immediately in the
shares, and you will find the bonds going up $5,000,000,000, making
$15,000,000,000, so I propose that in this recovery fund, which you
need very badly, that 5 percent of the recovery value of those shares
shall be turned into this fund. That will provide more than all other
sources you have considered just now, as a fund to meet your pay-
ments on your loans. And further-this is part of the amendment
no. 3, of the same kind. It says:

The President shall create a source of revenue from a percentage of the rise in
values of real properties acquired by banks, insurance, mortgage, loans and other
institutions and individuals at low liquidation prices, which may appreciate in
value through the establishment of greater purchasing power and higher price
levels, by the operation of this act: by

(A) Providing for the imposition of a national recovery tax of 5 percent of the
increase of the market value of all real estate and properties acquired by banks,
insurance, mortgage, loans and other institutions and individuals at low liquid.
datlon prices that may take place beginning - days from the date this act
goes into effect.

The other day in New York I happened to be on the floor of the
City Bank Farm Loan Co., or some company of similar name, and
I found 72 attorneys employed on nothing else except foreclosures of
properties. I inquired of one of them how many are there of you?
They said, 72. 1 said, "Good God, what do you do? I have not
seen your name anywhere."
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You see, I am an economist and scientifically inclined. I may
state for the record I have never been employed by anybody. I
have been an editor for 20 years and I make my living in that way.
I have never sold a share of stock in my life and never was employed
by anybody. I have appeared before many committees.

The CHAIRMAN. Is that all the amendments you have?
Mr. WOODHOUSE. No. I have one more. I want to state today

that there are today banks and others who have large armies of
lawyers acting in their own names. I may say, as receivers, on all
the property, and as soon as this goes into effect there will be a
tremendous sum. Fifty-seven billion dollars is changing hands, going
into the hands of a few. If you employ this tax and it goes up 5 or
10 percent, you can see how much revenue you have in this redemp-
tion fund. You will not have to worry about any other fund to
pay your taxes.

Now amendment 4 provides for the President to:
Create a source of revenue from the sale of foreign obligations owned by the

United States Goverinent, or exchanging said obligations for United States
Government obligations held by nations or their nationals: by- G

(A) Exercising the contractual rights vested in the United States Goverment
to offer for sale to the public any or all of the foreign obligations bought by the
United States Government pursuant to the acts of Congress known as the
"Liberty Bond Acts", and other acts, whereby the United States Government
acquired securities of foreign governments which it now owns, having a par value
as of April 30, 1933, in excess of $11,000,000,000.

Only yesterday I went to the Treasury, expecting to be here as I
have been actually, and inquired: "Have you any of the bonds of
those foreign nations on hand?" You know the public is quite
skeptical about it. I am a. collector of historic records, so I went
there a few years ago to see then and asked them and they said,
"Yes, we have them." I said, "Let me feel one. I want to be able
to tell the American people that the United States Government has
$11,000,000,000 in its hands which it has and can sell tomorrow under
its contract."

It did not lend money to other nations. It bought their securities.
The man says, "Hfere 'they are." So I held one, and it said "Gold
bond of the'Republic of Irance." It is like any other bond with an
orange decoration, and it states the terms on which the bond would
be paid.
Senator REED. What would you be willing to (ive for it?
Mr. WoomiousLE. I would say this: If I were 1rance or England or

any other nation-and I spent my boyhood in those nations; I was
born in Italy and lived for ears in Franep and England-they were at
first my mother country-'I want to say the British Government will
never permit bonds or shares to be offered on the market and not
take them up. I will give you the answer to tha.t. The answer is
this: That the Treasury Department for 2 years has been answering
me they did not know where the Liberty bonds were or the United
States Government securities. I made an inquiry into that and I
found that about $6,000,000,000 of the United States obligations were
held abroad.

When I propounded that proposition to the government, they said:
"I am not sure of that," but they found it out recently when they
asked for payment of interest in gold.

Senator GORE. You mean government or corporate securities?
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Mr. WOOD lOUSE. The government alone. I found that some
six billion dollars of United States bonds which were sold-and I was
one of those who started this particular national defense movement in
1912 and had to face the financing of the war-

The CHAIRMAN. The committee must adjourn. Is that your last
suggestion?

Mr. WOODHOUSE. On this point-
The CHAIRMAN. I think the committee will have to adjourn.
Mr. WOODHOUSE. May I come in this afternoon?
The CHAIRMAN. Well, I don't know.
Mr. WOODHOUSE. May I extend my remarks in the record?
The CHAIRMAN. Yes.
Senator GORE. I am interested in your suggestion to tax the

enhanced value of these securities. Would you levy that tax only
on the securities that are handled through the exchanges? If a man
has $10,000 worth of securities locked in a strong box, you would tax
the enhanced value of those as well?

Mr. WOODHOUSE. I would leave that to the committee. I tried
to think of that, and I was just wondering what ramifications I would
get into.

Senator GORE. If you have not worked it out, all right.
One other matter. You want to put a tax on the unearned incre-

ment of real estate.
Mr. WOODHOUSE. No; I am taxing the rise in value.
Senator GORE. Would you tax the rise in value on real estate and

limit that tax to banks or others that sell the property?
Mr. WOODHOUSE. These lands are all in the names of individuals

who act as dummies.
Senator GORE. Would you limit it to the lands that are foreclosed

and then enhance in value, or would you apply it to all the real
estate in the United States and then go up?

Mr. WOODHOUSE. I would leave that to the committee, but I
believe I would extend it to all property that has changed hands in
recent years.

ECONOMIC SURVEYS AND DATA PRESENTED AT FORMER HEARINGS AND No
LONGER AVAILABLE TO MEMBERS OF CONGRESS AND GOVERNMENT OFFICIALS
ON ACCOUNT OF EXHAUSTION OF SUPPLY OF COPIES OF HEARINGS

Senators have been asking me for copies of the statistics about national income
and economic and international surveys which I made and presented to the
Senate Banking and Currency Committee in connection with the hearings on
the Securities Act (S. 875) and the Home Owners' Loan Act (S. 1317). The
1,000 printed copies of the two hearings have been exhausted and thousands of
requests have been received. The Labor Committee of the House tried to meet
that demand by reprinting part of my data but they, too have now exhausted
the supply, and still there are thousands of demands, including some from the
Government departments and officials. I appreciate, therefore, the considera-
tion of your committee in granting me the privilege of extending my remarks and
to include selections from my former testimony.

THE TWO GREAT ECONOMIC AND SOCIOLOGIC TRANSFORMATIONS OF THE PAST 20
YEARS

The United States today has everything required to start on the road back to
recovery. There is work to be done for 12,000,000 persons in improving, reno-
vating, and restoring in the 48 States, 3,072 counties and 16,598 municipalities,
there are the unemployed to do it, and the banks and depositors with $45,000,-
000,000 in deposits eager to make loans to the Federal Government, for the States,
counties, and municipalities. All that is required is action.
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Twice in the past 20 years I have seen economic transformations take place
when the world as a whole did not believe that any improvements could be had.
In each case a new movement brought about the transformation.

For instance, at the beginning of the World War, when I started the various
training camps as part of the national defense movement, the industries of the
United States were at the lowest ebb, the low wages were reduced still lower, the
number of unemployed increased, the slums were jammed with destitutes.

When I pointed out that there was much work to be done, as I did to the
Legislature of the State of New York, in 1912, to the city fathers of the city of
Philadelphia, in 1914, and in addresses delivered in universities, at conventions of
city' planners and elsewhere, people shook their heaft. They said they could
not get the funds.

I pointed out that the national defense movement would make it imperative
to set factories to work producing equipment and supplies, and the use of public
credit for that purpose would result in setting the factories in operation at full
time and that would quickly start a wave of prosperity.

Again people shook their heads, and they shook their heads doubtfully until
labor became so scarce during the war, that workers were at a premium, and the
distribution of wealth Irom the earnings was so Nation-wide that all the workers,
who had never had more than necessities, became consumers of commodities
and buyers of Liberty bonds.

The increased purchasing power removed the surplus production, and the
increased demand for labor removed the surplus of labor.

Likewise, the increased consumption appreciated the prices of the commodi-
ties; and the increased demand for labor increased wages.

These two appreciative factors worked constantly to improve each other. It
was automatic. The laws of increasing returns were at work constantly.

They worked miracles for the United States. They made it possible to remove
slums, extend the benefits of sanitation, education, recreation, and other helpful
and healthy factors.

In 1914-16 1 sent to the world's leaders of thought an outline of changes
which I saw in prospect, and I asked their opinion. That resulted in wide
-discussions.

Commenting editorially on an address which I had delivered to the Massa-
chusetts Institute of Technology, on October 7, 1914, the New York Times
-agreed with me in one of the broad changes which I foresaw in future inter-
national sociology. That happened also, although it appeared farther away
than the economic changes.

Such dominant financiers as Henry P. Davison of J. P. Morgan, who followed
any advice to the extent of allowing his sons to form the First Yale Unit of the
aerial coast patrol (see the First Yale Unit, by Ralph D. Paine, 2 vols., 1925),
requested data on the subject, and became convinced that great industrial ac-
tivities could be started by the national defense movement which might lift the
Nation out of the stagnation of depression and put millions to work.

I prepared many economic surveys, which were eagerly studied by financiers,
as well as by leaders of thought. Invariably there was fear expressed that after
the work created by the national-defense movement was done there would be
another slump.

My opinion was that the Nation could be so organized as to have work ahead
for those who might become unemployed, so that there would never be any
accumulation of unemployment to cause slumps.

I pointed out that the increase of incomes would increase the number of
persons who could afford an automobile, a home, a country place, travel, good
clothes, and other commodities. And that people who would normally buy
only one suit a year, would henceforth but two or more, and so on.

It is to be expected that people were skeptical. But it actually happened on
a wider scale that I had prophesied, and people also bought radio sets, electric
devices, and even aeroplanes in large enough numbers to create new industries.

Anmerica's first great prosperity came from increasing the number of gainfully
employed from about 20,000,000 to about 40,000,000 in 1914-20, and increasing
the wage scale.

The slump of 1921, which was caused by the stock market panic due to manipu-
lations of a few international bankers, was prevented from extending to a series
of cycles of depression by the fact that Congress was then engaged in the inves-
tigation of the war frauds and the bankers did not dare to extend their manipu-
lations.
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The new industries made it possible to quickly repair the damage caused by
the panic of 1921. In the years that followed the automobile industries alone
grew to enormous size, and produced 20,000,000 cars. The electric industries
also grew to vast size. There were a score of other new industries, Including
aircraft, airports, good roads, gasoline stations, refrigerators, radios, motion
pictures.

I prepared a survey on this subject for the President. I shall annex some
excerpts, which give additional information, and open a vista of broad possible
developments.

SCIENTIFIC ANALYSIS OF FACTORS THAT MADE AND EXPANDED AMERICAN PROS-
PERITY AND CAUSED CYCLES OF DEPRESSION

A scientific study of newly available data supplies a char picturee of the factors
that made and expanded American prosperity, as well as of the factors that
brought on each succeeding cycle of national depression after the first stock
market slump of October-December 1929. 1 studied these factors in connection
with the preparation of my works entitled "The Financial Constitution of the
United States," and "The Guide to the Emergency Banking Act," and for the
numerous surveys and articles which I have written. They can be summarized
in Pen pictures thus:

. The people of the United States created a great, self-contained, independent
prosperity in the years 1922-30 by enlarging their standard of living to include
the conveniences and comforts evolved by inventive genius, the skill of the
artisan and the producing efficiency of American industries.

2. The American people were, in the period of 1922-30, adopting for general
use automobiles, telephones, telegraph, electric lighting, electric and other public
utilities, radio, electric refrigeration, and other domestic and labor-saving ap-
pliances, and typewriters, cash registers, adding machines, motion pictures, and
similar nov olties, and were extending the systems of good roads, chains of airports,
bus and electric railways, air lines, radio broadcasting, and doing away with
tenements and making other general improvements to meet the new standards
raised by progress.

3. The American people of our present generation were not any more extrava-
gant in adopting the newly developed conveniences during the years 1922-30 than
the past generation had been when it adopted for general use steamship, steam
railroads and street-car transportation, street and home lighting by gas, the
community systems for providing running water, sewers and sanitation, elevators,
sewing machines, mechanical farm implements, improved tenement houses for
working people and other then advanced improvements to raise the standard of
living.

4. That it was made possible entirely by American resources is made evident
from such statistics as a gross income of over $400,000,000,000 shown by the
4,044,000 individual income-tax reports for 1929, a merchandising expenditure
of over $118,000,000,000 at wholesale and retail stores of the United States in
the year 1929, and the gross income of $160,621,000,000 received by 509,436
American corporations the same year, as against a gross export of only $5,241,-
000 000 for the same year.

he benefits from the exports were further reduced by the fact that the imports
from foreign countries in 1929 amounted to $4,251,000,000, leaving a balance of
trade of only $900,000,000, including the exports to American territories and
purchases financed by loans.

5. But in analyzing the purchases made in 1929 at the 1,549,168 retail stores
of the United States we find that the people of the United States were no longer
living in accordance with the formulas still used by economists and sociologists
In computing the living budgets of families. They were no longer living on bare
necessities.

6. An illustration is supplied by the fact that the largest Item of expenditure
was the expenditure of $11,310,627,359, or 22.61 percent of the total, at 407,715
food stores, representing 32 percent of the retail stores.

The large number of food stores and their character and distribution Indicate
the influence on modern life of-

(a) Motor transportation, with the attending increase of travel and outdoor
life.

(b) The increasing mass of population that is taken from home daily to attend
to factories, offices, and on the road in connection with manufacturing, selling
and distributing the long lists of articles produced by our industries.
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7. A more radical illustration is supplied by the statistics evidencing that
$9,546,897,913, or 19.08 percent of the $50,033,850,000 was spent at 253,322
automotive establishments, on motor cars, accessories, gasoline, oil, etc.

The formulas for family budgets still used by economists and sociologists
provide not over $10 per $1,000 Income for automobile when the income is over
$1,000 per year. Below the $1,000 per year people have not been supposed to
afford automobiles.

Nevertheless a study of the statistics for 1,000 cities, and investigations in
rural districts Indicate that expenditures in automotive supplies are actually as
large as 19.08 percent of the total expenses of families, as shown by the statistics,
and in rural districts they are often larger than expenses on food on account of
food being raised, whereas automotive supplies must be paid for in cash.

8. Another example is supplied by purchases at radio stores durinF the year
1929 in the amount of $535,000,000 in addition to the purchases of radio sets and
accessories at department stores. Nevertheless there were only 12,078,345 out
of 29,890, 145 families with radio sets.

The radio purchases were only $2,000,000 less than the business of the jewelry
stores for the same year, evidencing that the utilitiaran features of radio has
outdistanced In a few years the ancient appeal of jewelry.

9. There is conclusive evidence that the stock market panic of 1929 was
brought about by market manipulation of some bankers and much of the unem-
ployment and economic depression that followed the stock market panic of
October-De -,mber 1929 was due to the lack of data indicating the change in the
economic conditions of the Nation as a whole that is revealed by the statistics
collected for the first time during the fifteenth decennial census.

10. It is evident that, lacking that knowledge, the wrong remedies were
aplplied, which only aggravated the situation. Purchasing power of millions was
reduced by the acts and dictations of a few individuals.

11. There is evidence that the latter nineteenth century standards of living
were used in judging twentieth century economic conditions, and that con-
modities essential to twentieth century standard of living were excluded as being
nonessential, with disastrous effect.

12. As an illustration, it Is estimated that 100,000 owners of automobiles who
discharged their chauffeurs and sold or offered to sell their cars in the winter of
1929 undermined public confidence and brought about the discharge of 100,000
employees from the Nation's 124,000 filling stations, as many from the Nation's
59,000 garages and repair stations, and as many more from each the automobile
dealers, the automobile manufacturers, and the industries contributing the
materials and accessories and the petroleum industries.

13. In other words, the discharge of 100,000 chauffeurs created an army of
over 500,000 unemployed, and the reduced purchasing power of that army
reduced the income and undermined the confidence of other industries and
catised retrenching in buying and discharging of employees.

These also brought about the necessity and desire to liquidate loans, securities,
and mortgages and led to runs on banks and weakening of the credit system. The
holders of securities among the 100,000 who started the wave of depression out of
fear of contraction in values of their holdings probably did not realize when the
reduction in values took place that it was brought about by their own acts.

14. Ali investigation of the plight of the architects has disclosed that in the
period of uncertainty that followed the stock market slump of October-December
1929, thousands of constructionn projects under consideration were abandoned,
and their abandonment caused a wave of retrenching in construction and asso-
ciated industries.

Hundreds of thousands lost their jobs as a result of the loss of public confidence,
and their loss of purchasing power and the general curtailments that followed
added hundreds of thousands to the army of unemployed.

The slump in demand for housing, store and office space which was feared
when they stopped the projects under consideration was precipitated as a result
of stopping.

15. That same principle of ruthless devaluation and reducing millions to bare
necessities was carried on on a Nation-wide scale, while it was denied officially
that there was need for aid.

PROCESS BY WHICH 1929 PROSPERITY WAS ACHIEVED

The process which in a few years converted natural resources into a group of
giant national industries took place in a few years.
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It was swift, and the Nation and the world at large did not realize that it was-
(1) Witnessing the creation of world-wide prosperity by the conversion of idle

resources into wealth in stupendous amounts.
(2) That the employment of such vast numbers of men and women in the

new industries was creating new purchasing power oil a national and interna-
tional scale.

(3) That the diffusion of wealth among millions in units sufficiently large to
enable the millions to buy commodities, instead of being confined merely to
buying necessities, was increasing the consumption of all other commodities.

(4) That the distribution of wealth geographically throughout the United
States through making travel possible by millions to places which had been
practically inaccessible was developing purchasing power and creating new
markets tor commodities in thousands of communities.

(5) That the opening of new markets in the 48 States, 3,073 counties, and
16,598 municipalities created opportunities for between 500,000 and 1,000,000
persons to establish business enterprises, such as gasoline service stations, agen-
cies, lunch and refreshment rooms, newspaper, magazine, and book shops, and
other stores.

(6) These created Nation-wide activities in the construction, conditioning, fit-
ting, equipping, and furnishing industries, gave employment to millions in all
the industries, and also created purchasing power on a national scale.

(7) The foregoing created larger incomes and opportunities for hundreds of
thousands to build homes, thereby creating additional employment and pur-
chasing power on a national scale, which was reflected in earnings of all industries.

(6) Collectively the foregoing activities created traffic for railroads, demand
for increased services from public utilities, greater volume of business in banking,
financing, insurance, and other related branches of business, and for professional
services of all the professions.

(9) The necessary regulation of such vast new activities brought into being
the licensing of motor vehicles, the supervision of construction and operation of
certain enterprises and other supervisory activities in the Federal Government,
the 48 States, 3,03 counties, and 16,598 municipalities, which created offices
for thousands, who became earners and buyers.

(10) Every person who benefited became a beneficiary through buying with
the income received.

(11) It was the first time in the history of the world that in a few years a
nation had, by peaceful pursuits and by using its national resources and the
enterprise, skill, and labor of its nationals, elevated millions of its population to
a higher standard of living and had created a self-contained prosperity unparal-
leled in the history of mankind.

(12) A survey of the economic data of 108 countries of the world gives con-
clusive evidence that from the year 1922 the world enjoyed a new era of prosperity
and higher standard of living never before equaled in the history of mankind.

The data presents evidence that all the nations had doubled or tripled their
bank deposits since the war, had adopted modern conveniences in daily life, and
a larger percentage of the population had incomes large enough to enable them
to afford good homes, autos, radios, refrigerators, electric appliances, and other
conveniences.

(13) It also shows evidence that the nations indebted to the United States had
made such enormous gains that the amounts they owe to the United States could
be paid from part of the gains made, as will be shown in future articles.

(14) These happy conditions lasted for over 7 years and were only interrupted
by brief periods when groups of manipulators brought set-backs by attempts to
gain advantages. The survey shows clearly when such set-backs took place and
the causes. It shows how the crash of October 1929 was brought about by
manipulators as part of an attack to wrest the financial control from the United
States.

(15) Fortunately it shows clearly that the era of prosperity from 1922 to the
end of 1929 was founded on factors that cannot be destroyed. Therefore the
progress toward prosperity may be resumed as soon as the obstacles are removed.

(16) Most important is the'fact that the increase in bank deposits of the na-
tions by over $50,000,000,000 over the deposits of the pre-war period and tile
increase of world trade by close to $25,000,000,000 per year show that that pros-
perity was due to the natural process known to economists as the conversion of
resources into wealth and the distribution of that wealth among those who created
it.
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UNITED STATES CAN HAVE INDEPENDENT PROSPERITY

The ultimate significance of the fact disclosed by the newly collected statistics
resulting from the Nation-wide survey which I have had the honor of directing
is that-

(1) The United States as a nation is assured that it can recover prosperity
without waiting for foreign nations to recover by the evidence that the United
States enjoyed unparalleled prosperity for many years, although the gross income
from exports amounted to less than 4 percent of the Nation's gross business,
which amounted to upward of $600,000,000,000 for the year 1929.

(2) Since the gross income of the United States from exports has been less
than 1 percent of the total gross income, and it was reduced to less than
$1,00 000,000 per year by the imports, it Is evident that the population of the
United States consumed practically everything that was produced by the Ameri-
can industries, in addition to consuming the foreign imports.

(3) As a whole there has not been production beyond the capacity of the
population of the United States to consume, and there is not likely to be for many
years to come.

(4) As a whole the slump in earnings of American industries since 1929 has
not been due to overproduction or to the slump in foreign markets but to the
reduction in consumption of millions of Americans whose buying power became
curtailed as a result of sudden retrenchment on the part of large groups of persons,
following the stock-market crash of October-December 1929.

(5) Just as a wreck on a railroad track or the blocking of a highway jams the
traffic of many roads, so the sudden stopping of buying of a percentage of the
commodities crippled the industrial channels.

(6) The evidence tnat the cxp)orts have contributed less than 1 percent of the
gross income of the American industries supplies a new and sounder basis for
planning our economic recovery.

It is apparent that the United States has been enjoying a separate and inde-
pendent prosperity, which it may have again out of its own resources.

While not minimizing the importance of exporting that 1 percent, and increas-
ing whenever possible, we may now turn to building our prosperity on the solid
and sure foundations of American consumption of American products.

(7) One of the most important studies that has been made possible by the
data collected for the first time in the history of this country during the Fifteenth
Decennial Census is being completed. It is most important as it shows thet the
United States affords a vast market for the products of the industries that have
suffered most in this depression.

(8) The industries engaged in the production of capital goods, such as con-
struction, metal, automotive, telephone, radio, and electric appliances, and
other capital goods have reduced the number of persons employed from 9,000,000
in 1930 to 4,000,000 in June 1932.

(9) The study indicates that not only they may recover the lost business,
which was largely American consumption, but that there is a vast amount of
business still undeveloped.

(10) I may point out, for instance, that some 10,000,000 homes in the United
States have not yet been wired for electricity and have not had electric appli-
ances, or even such conveniences as running water.

This scientific survey shows vast reservoirs of work for the employment of
American labor for many years

(11) Vast reservoirs of work for unemployed have been disclosed by a survey
of the general needs that are common with the 48 States, 3,073 counties, and
16,598 municipalities of the United States.

(12) A list of 100 needs common to all, mostly long deferred by all on account
of lack of funds, has indicated that 5,000,000 unemployed could be put to work
and kept at work by the 48 States, 3,073 counties, and 16,598 municipalities for
a number of years.

(13) These needs are entirely outside of public works or roads. They cover the
general improvements, replacement of equipment in State, county, and municipal
institutions and organizations, which have never been filly attended to, but
have been almost wholly neglected in the past 3 years.

(14) Over 100 cities and counties have been visited in this study and have shown
that the work proposed by this study can be started in tq States, counties, and
municipalities in 60 days.

(15) While the volume of this work to be done is greater in cities, it is also
substantial in rural districts, and will afford employment for people in the agri-
cultural districts.
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(16) Another scientific study now being made may indicate other new ways of
benefitting the 10,500,000 persons engaged in and 16,500,000 dependent upon
agricultural production in the United States.

(17) The study is based upon the newly discovered evidence that the exports
of the United States, even during the peak Years from 1922 to 1930 never exceeded
2 percent of the gross incomes of the American industries.

(18) The study has for its objective the utilization of the $58,000,000,000
invested in agriculture in the best way possible to produce the maximum benefit
to the 27,000,000 persons engaged in or dependent upon agriculture.

(19) The benefits that may be derived from the foregoing factors by the
thousands of banks, trusts, savings, insurance, and mutual benefit institutions
and the hundreds of thousands of individual owners of securities has also been
the subject of an extensive study, the results of which will soon be available.

It has already become evident that the general condemnations of the increase
in capital financing and prices of securities during the years 1928-30 did not
take into consideration three factors,-

(a) The fact that a substantial part of the financing was made necessary by the
development of new industries created by the increased popular use of automobile,
electrical appliances, radio, aviation, motion pictures, and other new things that
have become accepted parts of our advanced civilization.

(6) The fact that the annual volume of gross business of the United States
was from 10 to 20 times greater than was estimated to be when it was assumed
that the five billion dollar annual gross from foreign exports represented 10 per-
cent of the annual business of the United States, and the capital financing, though
huge, was not in excess of the requirements for the volume of business being done.

(C) The fact that the 48 States, 3,073 counties, and 16,598 municipalities
needed financing to provide the improvements and conveniences requred to
meet the higher standard of living brought about by inventive genius and progress.

(20) As illustrative of the importance of the nev industries, it is shown that-
(a) The United States electrical machinery and apparatus industry sales for

1929 aggregated $2,230,361,000.
(b) In 1921 there were 13,875,000 telephones in use in the United States. In

10 years the number increased to over 20,000,000.
(c) The first airport was only established in May 19l19. In 10 years the number

grew to 500.
(d) The airports made air transportation possible on a large scale, on the same

principle that good roads have developed auto transportation.. (e) In the comparatively new field of motion pictures there have been estab.
lished over 15,000 theaters, which gained a weekly attendance of 75,000,000;
and the recent development of the talking pictures has created a substantial newIndustry(f) Th6 advent of educational motion pictures and use of pictures in homes is

creating another now industry as important as the theatrical motion picture
industt Yi.

(g) the stalling of radio-receiving sets and domestic electric appliances
became Nation-wide almost overnight. By April 1930, there were 12,078,345
families with radio sets, out of the 29,980,166 families living in the United St&les.
Nevertheless those with the sets represented only 40.3 percent. The balance
were prospective customers. Likewise the 9,000,000 electric vacuum cleaners,
3,300,000 electric sewing machines, 2,650,000 electric refrigerators, represented
a huge new business, but only a percentage of the volume still to be expected
particularly when the balance of the homes, about 10,000,000, are still to be wired
for electricity.

(21) A survey calls to mind the fact that American enterprise built great
industrial centers around new industries in the past and indicates that the same
beneficial factors and forces are at work in the developing of these latest new
industries and if given support during the pioneer stage they will repay the
Nation as did the automotive industries.

(22) The increase by $14,868,501,628 of the market value of the securities and
bonds listed on the stock exchange during the months of July and August has
indicated that the hundreds of thousands of individual stockholders and the banks,
trusts, insurance companies, and other institutions holding the Nation's securi-
ties will be benefited by improvements in the established and new industries and
the industries themselves will derive vast benefits.

A substantial increase in the value of their capital stock and bonds will increase
the value of their capital assets, their credit and borrowing power, and their
capacity to employ.
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STATISTICS ESTABLISHING THAT LESS THAN ONE HALF OF I PERCENT OF THU
NATIONAL INCOME OF THE UNITED STATES HAS BEEN DERIVED FROM EXPORTS
TO EUROPE

Official statistics show that less than one half of 1 percent of the national
income of the United States has been derived from exports to Europe.

The income tax reports filed by the corporations are shown by the United
States Treasury to have had gross incomes ranging from $100,000,000,000 to
$160,000,000,000 annually; while the income tax reports of the 3 or 4 percent of
the popular ion that has been making reports have indicated that, as in the year
1929, 4,044,000 persons had a gross income of over $400,000,000,000.

In 1929, the gross Income of 509,000 corporations and 4,044,000 individuals
was about $600,000,000,000, with a net of $36,454,621,000. Let us now consider
the exports from 1921 to 1931:

Merchandise exports (including reexports), by continents and leading countries

(Thousands of dollars)

Continent and country 1921-25, 1928 1929 1930 1931Continent and country average
Total ................................ 4,397,027 5,128,357 6,240,995 3.843,181 2,423,759

Europe ................................... 2,317,944 2,374,916 2,340,848 1,838,377 1,185,985
North America:

Northern North America ............. 627,382 924,172 961,473 670,052 402,993
Southern North America ............. 444,677 397,195 433,690 348,575 188,291

South America ............................ 207,115 480,815 539,310 337,608 159,684
sia ....................................... 498,853 654,514 643,215 447,988 386,272

Oceania ................................... 141,426 180,033 192,022 107,719 41,576
Africa ..................................... 69,729 116,713 130,535 92,362 59,959

EUROPE
Belgium ................................... 111,284 111,830 114,855 86,000 69,410
Denmark ................................... 42, 615 47,173 61,442 40,243 29,748
Finland ................................... 10,442 18,742 14,894 11,290 4,855
France .................................... 265,190 240,692 265,592 223,960 121,820
Germany .................................. 383, 219 467, 260 410,449 278,2269 165,999
Italy ...................................... 185,237 162,125 1&,967 100,429 64,816
Netherlands ................................ 138, 228 142, 278 128,295 104,915 65,482
Norway ................................... 28,081 21,141 23, 047 20.281 12,145
Spain ...................................... 70,465 80,613 82, 120 67,607 83, 970
Sweden ................................ 39, 443 57,323 59,704 44,922 32,158
United Kingdom ....................... 39,412 847,320 849,000 678,105 455,501
U.S.S.R. (Itussa) ......................... 31,749 72,604 81,647 111,302 103,438

NORTl AMERICA
Canada...... ....................... 019,017 914,713 048,446 659,004 395,648
Newfoundland and Labrador.............. 8, 181 9,210 12 502 11,285 7,138
Central America ....................... 58, 738 82,117 90,756 68,340 46, 846
Cuba ...................................... 181,294 127,897 128,909 93,550 47, 986
Netherland West Indies ................... 3,095 13,622 24,107 24,020 9, 649
Other West Indies and Bermudas ......... 55,103 57,905 55,893 40, 630 31,445
Mexico .................................... 140,345 115,054 133,863 110,135 62,365

SOUTH AMERICA
Argentina ................................. 117,002 178,899 210,288 129,862 52,636
Brazil ..................................... 59,921 100,104 108,787 53,800 28,579
Chile ...................................... 30,132 40,351 65.776 46,374 21,462
Colombia .................................. 25,862 68, 590 48,983 25,130 16,052
Ecuador ................................... 4,930 6, 595 6,069 4,860 2,934
Peru ....................................... .20,942 23,410 26,176 15,720 7,935
Uruguay .................................. 16, 952 20,016 28,245 21,413 9,619
Venezuela ................................. 14,676 37,920 45,325 32,967 15,645

ASIA
British Tndia . .................... 38,188 63,894 5.359 45,195 36,698
British Malaya ........................... 8, 030 11,816 14.641 9,601 4,735
China, Hong Kong, Kwantung ............ 128,720 165,884 155,570 112,997 114,445
Japan ...................................... 241, 877 288,158 259,127 164,570 165,668
Netherland East Indies .................... 17,242 34,445 45, 650 29,468 15, 323
Philippine Islands ......................... 51,927 79,805 85,630 64,935 48,883

OCEANIA
Australla....... .. . 111,273 141,440 150,110 75,990 27,167
New Zealand ......................... 28,198 35,825 89,461 29,827 13,470

AFRICA
Algeria and Tunisia ....................... 7,329 8, 72 10,848 8,270 4,520
British South Afria ...................... 31,369 69093 63,752 39,129 28,60
British West Africa ....................... 7, 835 13,464 12, 381 9,379 6,119
Egypt ............................... 8,221 11,059 14,026 8, 904 5,2
Portuguese Africa ....................... 4,68' 6,383 8,325 7,138 6,309

176280---,8----
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It will be noted that even in the banner year of 1929 the exports to Europe only
amounted to $2,340,848, or less than one hali of 1 percent of the income of the
509,000 corporations and 4,044,000 individuals who made income-tax returns.

The statements circulated, to the effect that the exports made up 10 percent
of the national income of the United States were fraudulent assertions, circulated
for the purpose of making it appear that the United States was dependent on
European trade. The objective was to lead the United States to cancel the war
debts and make other grants to the European nations.

The statistics of Imports into the United States from other nations show that
the small exports were further reduced by large imports:

Merchandise imports by continents and leading countries

(Thousands of dollars)

Continent and country 1928 1929 130 1931

Total ................................

Euroe ....................................
North America:

Northern North America ..............Southern North America ..............

South America .......................
Asia ..................................
Oceania ...................................
Atrica .....................................

EUROPE
Belgium ...................................
Denmark ...................................
Finland ..............................
France ...............................
Germany .............................Italy. . ... . .. .... .. ... . .

Norway ...........................
Spain ......................................
Sweden ....................................
United Kingdom ..........................
U.S.S.R. (Russia) .........................

NORTH AMERICA
Canada ...................................
Newfoundland and Labrador ..............
Central America ..........................
Cuba ......................................
Netherlands West Indies ..................
Other West Indies and Bermudas .........
Mexico ....................................

SOUTII AMERICA
Argentina .................................
Brazil .....................................
Chile ......................................
Colombia .................................
Ecuador ...................................Peru ....................................
Uruguay ................................
Venezuela .................................

ASIA
British India ............................
British M .Nahya ...........................
China, 11ong Kong, Kwantung ............
Japan .....................................
Netherland East Indies ....................
Philippine Islands .........................

OCEANIA
Australia ..................................
New Zealand .............................. ,

AFRICA

Algeria and Tunisia ......................
British South Africa ......................
British West Africa ....................
Egypt.. ........................
Portuguese Africa .................

3,450,103

1,049,494

396,668
514,233
421,336
942,879

53,994
71,499

58,335
6,029
7,549

147, 875
132,490
79,141
70,625
18,498
29,639
34,073355, 781
4, 557

393,771
2,528

36,357
.J,605

4,290
26, 493

147,488

83,270152,170
77. lb6;
49,370

0,859
19,015
14, 7w1
14,673

109,020
153, 247
160, 711
335, 3S I
54, 280, 1o8

37, 534

13, S21

2,090
9, 292

12, 843
33,471
9,015

4, 091,'444

1,248,749

499,959
400,743
569,410

1,168,928
53,450
90,207

75,074
3,938
9,872

158, 748
222,130
101,681
83,6 04
21, 720
35,018
40,080

3480, 540
13,949

489,303
10, 117
45,345

202,842
54,433
33, 6(PJ

124, 514

99,438
220, 701
75, 1 0
91, 591)
5,345

20,757
11, 709
3S,905

148,932
20.1, 31
1560, 539
3,S., 450

NAl, 1.t2
115, 601

31, 577

,,93,s
9, 1S1

22, 1;s

3, 152

4,399,361

1,332,630

514, 370
407, 159
639,758

1,280, 279
66,557

108,608

74,048
4, W1

11,225
171,485
254,688
117,067
83,853
21,235
36,059
52,980

329.755
21,520

503,490
10,411
44, 771

207,421
64, 5b9
32, 640

117,736

117, 581
207, 681;
102, 0.25
103,525

5, b30
30, 167
18, 677
51,224

3,060,90S

908,848

414, 356
347,356
433, 616
856,495

32, 791
67,548

51,636
3,181

10,454
113,775
176,981
79,321
5t1,193
18,224
25,362
45,525

209,094
21,963

4OZ 350
11,485
38,627

121,949
78,345
28,141
80,293

71,891
130, 85
54,813
97, 139

5,554
21,284
1, 354
30, 868

149,332 10.1, 148
239, 164 144,032
182, 725 113,275
431,873 279,010

S2,301 57,890
125, 792 109,390

31,964 17,451
20,83.1 11,021

4,382 4,019
, (1.5i 6.972

30, (AX) 20,317
39, 075 13, 590

4,0 0;0 1,615

2,089,802

640,096
27"s,140
239,.931
307, 277
673,354

19,120
32, 8W

34,241
1,81
9,932

79,174
127,084
62,658
34,907.
16,820.
16,621
34,269.

135,452
12,611

266,297,
10,396
31,001
90,059
50,817
20,443.
47,611

35.979
110,301
39,977
75, 480
3,.03
8,974
3,877

20,845

58,521
S3,073
73, 813

205,399
34,240
87,133

12,504
4,433

1,818
4,489

12, 476
4,011
2,640
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Comparative table of exports and imports of 108 countries, 1918-81

EXPORTS

Annual average 1913 Annual average 1926
1911-13 1926-30

World's total (108 countries)_ $20,465,000,000 $21,590,200,000 $32,917,200,000 $32,164,100,000
United States .................. 1,714,300,000 1,792,600,000 4,033, 500, 000 4,430,900,000
Percentage of total 8......... 8.4 8.3 12.3 13.8
Great Britain .............. $3,558, 300, 000 $3,741,000,000 $5,759,000,000 $6,030,800,00
Germany ...................... 2,474,700,000 2, 55,300, 000 2,936,100,000 2,380,300 000
France ......................... 1, 590, 200, 000 1,626,300,000 2,090, 50, 000 1,931,900,000
Canada ........................ 599,100,000 659,100, 00 1,125,000,000 1,008,300,000
Italy ........................... 699,700,000 703,600,000 1,056,700,000 1,006,700,000
Japan .......................... 307,400,000 361,200,000 991,600, 000 1, 12D, 300, 000
Netherlands .................... 0.3, 500,000 1,045,700,000 1,031,800,000 979,200.000
Argentina ....................... 443.700,000 492, 500, 000 76.5,500,000 757, 90,000

1927 1928 1929 1930 1931

World's total (108
countries) ........... $33,698, 200, 000 34, 599, 700, 00) $35, 438),600,000 $28,687,400,000 $20,721,000.000

United States ........ 4,184, 700,000 4,0 1,400,000 4,399,400, 900 3,000,900,000 2, 090, 60. f00
Percentage of total.._ 12.4 1I. S 12.4 10.7 10.1
Great Britati ........... $5,929,100,000 $5,81S,400,000 $5, 940, 900, 00 $5,080,500,00O $3,905,300,001)
Germany ........... 3,380, (10), 00) 3. 310, 700, O0 3,203,000,000 2, 475,600, 00 1,602,400,000
France .............. 2,077,400, 0X 2,102,800, 000 2, 282, 200, 00 2,058,400,000 1,054, 2)0.000
Canada ................ 1,007, 100, 000 1, 22.),3(0, 000 1, 2:9, 0O, 000 1, 008, Soo, 0O0X 610,-400. 00
Italy .................. 1,051,300,000 1.173,700,009 1, 139,600,000 M 912,400,000 606, 300,000Japan................ 1, 033, 100. 000 1,019,300,000 1,021,700, 000 7.13,00, (K 609, 000, 000
Netherlands ........... 1,022,300, 00 1, 07?, 900, 000 1, ,O;, 400, (1M) 972, 100,000 760,900,000
Argentina ............. 825, 100,000 807,300,000 820, 100,0) 617,300,000 344,700,000

IMPORTS

Annual average, 1013 Annual average,
1911-13 1926-30 1926

World's total (108 countries)... $1,927, (0, 000 $20,072,200,000 $30,462, 00, 000 $29,790,100,000
United States .................. 2, 253,300, 00 2, 484, 00 000 4,777,300,0 4,808, 70, 000
Percentage of total ............ 11.9 12.4 15, 7 16.1
Great Britain ................. D $2,911, 700, 000 $3, o, 40, (0 $3,844,300,000 $3, 782, 300, 000
Germany ..................... 2,156, 500, 000 2,405,200,00 , 810. 500, 000 2, 478, 600, 000
France ......................... 1, 265, 10,0(K) 1,327,900,011 10,000 1, 919, 50 000
Canada ..................... 373, .100, 000 46), 500,5000 1, "0., 200, 000 1, 283, 90), 000
Italy........................ 457, 0,0 0 494,700, 0) 752,100,000 7226, 0110, 000
Japan ................. I 2,)5, 2(X), (X) 313, 200, (100 V0A, 000, 000 963, ,00,000
Net Ierlands................... 7te2, 800, 100 ?21,.00, 000 750, 5""0, 00 701,,00,000
Argentina .................. .. 418, 700, 000 515,200,(M 827,90)0,000 730,000.000

1927 128 1929 1030 1031

World's total (108
coutries) ........ 3... q1, 217. 700, 000 $32, 531,8 00, 000 $32, 1k,7, 600,0 $20, 052, 300, 001) $18,675, 200, 000

United States ........ 4, , 400, 000 5, 12, 400,000 4, 241, 00, 000 3, 43, 20, 00 2,424, 300,000
1'ercentage of total 15. 5 1,5. 5 101 1 7 12.9
Great Britain ........ $1, 019, 100, 0 ) $1, 10,700,000 $4, 3S3,200, 000 $3,200,210,000 $2,069,890,000
Gerany .............. 2,51, 31M, 00 2, 929, 000, 00 3, 211, 00). 00 2, 8 M, 000,000 2, 286, 400, 000
Franve .............. 2, 163, 7,000 2, 012, 5010, 000 1, 965, 59M. 000 1,679, 100,0(X) 1,192, 500, o000
Canada ............. 1, 2.38, 900,00 I 1,374, 20). 000 1,208:300000 905, 000,000 595,300, 000(
Italy................ A, 700, 000 7S, ON) 000 sl, 400,000 t37,50(), 000 522, 000. 000
Japan............. 914, 404, 000 915, 2W,000 190, 500, 000 726, 000000 560,100,000
Notherlands . 712, (M, 000O 79S, 400, 00 7109, 800, 0M 6191, 000, 000 527,300, 000
Argentina ............. 972, 000, 000 1,017, 100,000 07, 300, 000 512, 800, 000 427, 500, 000

COMPAIRAIMII'Y OF FOREIGN TRADR STATI-S'TICS

Inquiries tt the Dcpatrtictt of Cormuerce has brought to light the following
pertinent f:acts:

Statistics of trade between exporting ani in1p).rtinlg countries are properly
compltrtt)le only in case of direct trade valued 0ii the san bmsis.

In 191.1 the Government of Brazil plblished a comparison of lBrazilian imports
for the 13 cars 1002-14 with the correspotding export statistics of the United
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States, the United Kingdom, and Germany. It was found that the Brazilian
values of imports (purchase prices in the exporting countries) for the 13 years
averaged only 2.1 percent above the export values of the United States, 0.9 per-
cent above those of the United Kingdom, and 3.3 percent above those of Ger-
many. The larger discrepancy in the case of Germany was doubtless due to the
difference in valuation (official valuation in Germany; importers' declarations in
Brazil).

A similar comparison for Brazilian exports was not possible, however, as
Brazilian coffee and other products are often shipped "for order"' to a certain
port, the final destination being unknown at the time of shipment.

Among the principal causes of discrepancies between the correlated import and
export statistics'the following may be. mentioned:

1. Difference in valuation as between imports and exports.-Exports are always
valued f.o.b. port or frontier, while imports are usually valued c.i.f. port of landlg
and hence appear in the statistics at a higher figure than the corresponding ex.
ports. Among the leading countries only the United States, Canada, Cuba,
Philippines, and the Union of South Africa value their imports, f.o.b. foreign port.

2. Difference in valuation as between countries.-In most countries the valuation
of imports and exports is based on declarations of the importers or exporters. In
some countries, however, official unit prices are used which may or may not
represent true values.

3. Confusion caused by shipments "for orders".-American corn shipped via
Montreal is credited as exports to Canada, though its final destination may be
some European country.

4. Indirect trade passing through a third country or through a free port.-This is
the chief cause of discrepancies. The Czechoslovak statistics for 1029 show
direct imports from the United States valued at $32,231,000, although the real
value of imports from the United States, direct and indirect, was $618,633,000.

American copper going to Germany is credited partly to Belgium and Nether-
lands through whose ports it. passes. Contrariwise, American cotton going to
German ports is credited to Germany, though large quantities may really go to
Czechoslovakia or Austria.

Canadian wheat and furs shipped via United States ports to Germany may be
credited to the United States. Canadian wheat so shipped to Italy is likewise
credited to the United States. Liverpool, London, Antwerp, Rotterdam, Bremen,
Ilamlurg,and Copenhagen in Europe, and long Kong and Singapore in Asia, are
the principal ports of transshipment.5. ale in -ransit.-An American may ship 30,000 bushels of oats to Greece,
and the shipment is so recorded in United States statistics. When the ship
reaches Algiers, the oats is sold there at a profit. That shipment naturally
will not appear in Greek statistics of imports.

6. Time log.-Exports shipped in December may not reach the importing
country until January of next year.

7. L:oss in transit.-Sometines whole shipments or parts of shipments are lost
at sea; sometimes goods are stolen on the way. Such commodities will appear
in export stAtistics, but not in import statistics.

8. Fluctuating currency.-When exchange fluctuates, the annual record is a
sum of different valuations, and the conversion into dollars at the annual average
rate may or may not approximate the real dollar value.

In aRl&ition to these principal causes of discrepancies a few minor factors con.
tributing to the differences may be mentioned. Importers sometimes undervalue
goods to escape a higher duty, and even exporters are occasionally guilty of the
same fault.

In Italy it has been officially admitted that the valuation of exports was tcalow for a number of years. Receipts of reparations in kind are included In
French, but not in Italian or Yugoslav statistics. Ships and ship stores, diamonds,
and other precious stones, are included in the trade statistics of some countries,
but excluded in other countries.

Foreign trade statistics as a rule show direct trade only. The statistics of
imports are usually more reliable than those of export, as imports are subject to
stricter control, even though considerable contraband trade may develop on
certain occasions.

A strict comparison of imports and exports is possible only in the rare cases
of direct trade; in other cases a comparison can be made only on the basis of a
study of the trade of both the countries immediately concerned and the inter.
mediate countries through which a part of the trade may pass.
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THE VITAL NEED OF ADOPTING THIS BILL WITH CREDIT TO THE STATES, COUNTIES,

AND MUNICIPALITIES TO COMPENSATE FOR THE $60,000,000,000 DEVALUATION
RESULTING FROM OTHER LEGISLATION

The adoption of this bill, with provision for extending loans to the 48 States,
3,072 countes, and 16,598 municipalities, is vital to the Nation.

It Is needed to compensate for the $50,000,000,000 devaluation of capital
values resulting front the other emergency legislation if it is enforced as emter-
gency legislation has been enforced so far. For instance:

1. The Emergency Banking Act has crippled banking and credit facilities
throughout the United States, due to the policy of devaliiing the assets of the
banks and keeping many closed or in the hands of the conservators, in endeavors
to bring about mergers and reduce the number of banks.

2. The Economy Act reduced the purchasing power of over 1,000,000 Govern-
ment employees and their dependents, and will do likewise to as many veterans.

3. The representing of the gold restrictions as abandonment of the gold stand-
ard resulted in the laws of diminishing returns being set in motion against the
United States, as follows:

(a) It cost over 20 percent more to Americans to pay their bills for merchan-
dise they bought abroad, while it cost 20 percent less to foreigners to pay their
bills to the United States.

(b) It cost about 20 percent less to foreigners to buy American goods, while
it cost 20 percent more to Americans to buy American goods.

(c) Americans with dollars balances abroad, as many banks and merchants
have, have 20 percent less funds, whereas the foreign banks and merchants with
American balances in foreign exchange have 20 percent more.
(d) Americans will get 20 percent less for what they Oxport, while the for-

eigners will get 20 percent more for what they bring to the Jnited States.
(e) The prices of commodities soared up to meet the reduced value of the

dollar abroad, which is less than 1 percent of the consumption since the American
buyer represents over 99 percent of the consuming power.
U) Tie Americans will have to pay the increased prices with reduced dollarsand reduced i,,coineq.
(g) The United States Government employees will suffer a greater and addi-

tional loss than the 15 percent cut made recently, because they have less income
to pay it large increase in prices, particularly of commodities. That decreases
purchasinlg power.

4. The so-called "Inflation Act" or "Emergency Farm Mortgage Act" has
the following shortcom ings:

(a) The fariners will not derive benefits from payments of crops until late in
the year, as they sold their crops.
(b) The compulsory reduction of crops sets the laws of diminishing returns to

work against the fariners. They iust reduce capital values without assurance
of living incomes.

(c) They are compelled to pay higher prices for commodities long before they
derive any income for their crops.

(d) The requirement that a tax is to be paid upon processing of products will
tend to restrict the processing to actual needs, so as to save the amount of the
tax. That will reduce employment in processing of products.

(e) Section 22 provides for the "purchase, reduction, and refinance of farm
mortgages." There is danger that the capital investment in farm lproperties,
which amounts to aloiit $57,000,000,00, will be (,evalued by up to $25,000,-
000,000, which will reduce the capital and credit values of 27,000,000 farmers to
little over half of what they toiled to build.

(f) Section 32 provides for thle " redluctioni of debits " by (devaluation or scaling
down, but (lops not rrovidv payniets to farmers, which is what they neced.

(g) Sectiom 36 provides for refinancingg of agricultural iniprovement district
indebtedness" to the extent of $50,000,000, but does not provide s dollar to be
paid to the farmer.

(h) Section 43 provides for increase of currency by $3,000,000 am1d for reduc-
tion of the gold contents of the dollar. But there i'ino provision for paying the
farmer or any other nec, ly anything.

(i) Section 44 aithorizcis the President to accept payment front foreign govern-
ments for payments now die in gold uip to $200,000,000 in silver, at not exceeding
50 cents per ounce, and the use of that silver for silver currency.

There is no aid to tile farmers in that provision. On the contrary, the import
of silver will reduce the emtployinwnt and purchasing power of the'silver-mining
industry of the United States, which will hurt business as a whole.
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5. The Wagner-Lewis relief bill barely provides for the bread-line relief which
has been failing, due to lessening of private charity. It provides $500,000,000,
for instance, to be made available for relief under different conditions, That is
less than would be required to provide only 25 cents per capita for the 12,000,000
destitutes.

Even at the small sum of 25 cents per day for each of the destitutes, tho amount
required would be $1,095,000,000 a year.

7. How little can be accomplished by doling out, up to $1,000,000,000, in
driblets from which no additional purchasing power is created is clearly shown
by the fact that conditions have grown worse during the past year instead of
better.

8. The Reconstruction Finance Corporation loans to the States during the
past year have aided in keeping the millions in the bread lines from complete
starvation, but have not contributed otherwise. The loans made by the Recon-
struction Finance Corporation to the States up to March 31, 1933, were as
follows:

Reconstruction Finance Corporation relief loans to Mar. 31, 1983

Alabama ---------------
Arizona ----------------
Arkansas ..............
California ----------------
Colorado ---------------
Florida -----------------
Georgia ----------------
Idaho ------------------
Illinois -----------------
Indiana ----------------
Iowa -------------------
K ansas -----------------
Kentucky ---------------
Louisiana .............
Maine ----------------
Michigan ..............
M innesota --------------
Mississippi ............
Missouri ..............
M ontana ----------------
Nevada ---------------
New Hampshire.......

Total loans
$3, 322, 493

1, 250, 666
4, 262, 370
6, 956, 557
3, 325, 530
3, 785, 533
1,096, 921

950, 616
44, 738, 621

3, 952, 260
1,615, 287
2, 448, 663
5, 172, 859
7, 602, 506

112, 740
15, 725, 790

2, 155, 592
3, 709, 962
3, 835, 265
2, 058, 535

206, 567
1,366, 603

New Mexico -----------
New York -------------
North Carolina ---------
North Dakota ----------
O hio ------------------
Oklahoma -------------
Oregon............
Pennsylvania -----------
Rhode Island
South Carolina ........
South Dakota ----------
Tennessee -------------
Texas ...............
Utah ................
Virginia ..............
Washington ------------
West Virginia-
Wisconsin.
H awaii ----------------
Puerto Rico ...........

Total ---------- 242, 491,200

9. The results from the expenditllre of that $242,461,000, plus three times as
much contributed by the States, cities, and private charity, has not been more
than to barely keep the millions in the bread line from absolute starvation. At
50 cents per person, it would have required $6,000,000 per day, or $2,190,000,000
for the year, to care for the 12,000,000 destitutes.

11. It is clear, therefore, that the expectations of great improvements from
the Wagrer-Lewis relief bill cannot be realized. The amount provided is not
adequate even for bread-line relief.

ECONOMIC LOSSES OF REDUCING THIE CAPITAL VALUE OF HOME MORTGAGES

The Home Owners' Loan Act of 1933 is predicated upon the theory that
President Roosevelt's policy of having the Goverunent aid to save the homes of
the Nation can be carried into effect by compelling the home owners and the
holders of mortgages to reduce the valuation of the homes and the mortgages
and then loaning on 40 percent of tile reduced valuation.

That theory will be destructive. It will set In motion the laws of diminishing
returns on such a vast scale as to make the measure a national menace, for the
following reasons:

1. It sets tile laws of diminishing returns to work against (a) capital values,
(b) against purchasing power, (c) against credit power, (d) against bank deposits
of home owners, (e) against batik deposits of mortgage holders, (J) against the
insurance policies held by millions.

2. It will reduce the value of the homes by about $10,000,000,000, so that the
home owners will have that mnuch less capital values.

Total loans
$302, 138

19, 800, 000
5, 074, 000

458, 868
15, 283, 937
3, 827, 027
2, 094, 136

29, 929, 875
896, 090

3,801,815
1, 803, 945
2, 470, 523
5, 513, 089
2, 567, 789
3, 391,794
4, 738, 483
8, 305, 328

11,912,992
307, 435
360, 000



NATIONAL INDUSTRIAL BEOOVERY 99

3. It will reduce the bank deposits of the Nation's 30,000,000 depositors from
$45,000,000,000 present total to $35,000,000,000, or thereabout, since a large part
of those deposits have been invested in home mortgages, direct by the banks or
by other depositors in the banks.

4. It will reduce the purchasing power of those from whom the $10,000,000,000
is taken and their dependents, employees, and industries depending upon their
trade.

5. It will reduce their borrowing power by $10,000,000,000.
6. It will reduce the Nation's credit total by $10,000,000,000.
7. It will reduce the borrowing power of the Nation, the 48 States, the 3,072

counties, and the 16,598 municipalities by $10,000,000,000, because the lending
power of the people and banks will have been reduced.

Senator GORE. Would that tax be by the rule of apportionment as
provided under the Constitution?

Mr. WOODHOUSE. This is to tax increased values produced by
-economic processes.

Senator GORE. I understand that, but you are taxing the lands of
the States.

The CHAIRMAN. You may extend your remarks in the record.
Mr. WOODHOUSE, Paragraph (b) of section 4 is as follows:
(b) Exercising the contractual rights of the United States to accept payment

for said foreign securities in Government obligations of the United States, thereby
reducing interest charges on outstanding obligations now amounting to upward
of $725,000,000 annually, which are paid by the people of the United States in
taxes.

Amendment 5 is:
Create a source of revenue from exercising the rights of the United States to

the domains and lands ceded to the United States by Mexico under the treaty
of Guadalupe Hidalgo of February 2, 1848, and the protocol of May 26, 1848,
and collecting fees estimated at $4,000,000,000 overdue, and annual fees there-
after, by-

(a) Authorizing the proper departments and officials of the United States
Government to proceed with the exercising of the rights of the Government of
the United States to the vast areas of rich mineral, gas, and residential lands ceded
to the United States by Mexico, since held largely by private individuals and
corporations without lawful right.

6. Increase the income from the processing tax, as provided under this act, by
speedinA the increase of purchasing power in all parts of the United States byr-

(a) Providing cash loans, to be made within 30 days of the enacting of this
act, to the 48 States, 3,073 counties, 19,598 municipalities, in the amount of $20
per capita of their population, to be spent in civic improvements that will tend to
create employment and use of processed articles.

To speed the increase and distribution of purchasing power, I
propose the following measure:

SF.c. 303. To enable the 48 States, 3,072 counties, and 16,508 municipalities
constituting the political divisions and subdivisions of the United States to
cooperate with the Federal Government in speeding the operation of this act, and
to also provide for employing the unemployed, the President is authorized and
empowered to make available in cash to each State an amount equal to not more
than $20 for each individual residing in such State as shown by the report of the
census of the United States of 1930, and to each county and municipality of
each State an amount equal to not more than $20 for each individual residing in
such county or municipality or other political subdivision, as shown by the report of
the census of the United States for 1930.

(a) Each State, county, municipality, or other subdivision of a State may
from time to time, by its executive authority, make application to the Federal
agency to be designated by the President for an advance under this act on a form
supplied by the said agency.

(b) Such forms shall contain a list of 100 or over purposes for which sums
advanced may be used, which shall include any and all improvements, replace.
ments, restorations and activities which may provide work for unemployed and
create the consumption of products of industries, materials, and equipment.
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(c) The use of such application forms shall be deemed to be for the purpose of
supplying a census of activities and to show the approximate purpose for which
sums applied for are intended to be used but the failure to designate any such use,
or any changes in the use of said sums shall not be grounds for denying the appli-
cation or for rescinding the advance after it has been made.

(d) Advances shall be made solely on the credit of the State, county, munici-
pality, or other political subdivision, as the case may be, upon the application to
the said agency by the executive authority of the State, county, municipality, or
other political subdivision and upon the certification by such executive authority
of the agreement of such State, county, municipality, or other political subdi-
vision to accept advances made under this act, and to repay them in accordance
to their terms the sums applied for.

(e) Advances shall be made for a period of 20 years, shall bear interest at the
rate not exceeding 4 percent per annum payable annually, and the principal of
the advance shall be payable in installment sof not less annually than $1 per capita.

(f) All advances shall be used for the purpose of making improvements, re-
placements and restorations and activities calculated to provide work that will
employ needy and distressed people and create purchasing power tending to
relieve the hardships resulting from unemployment, and no part of the 'sums
advanced shall be used by the borrower for the payment of debts, the p%. o.rhase
of securities, or for direct charity.

(g) No part of the sums advanced shall be used by the borrower for the purchase
of materials or articles grown, produced, or manufactured in a foreign country.

SEC. 304. The sums advanced under this act shall be in addition to sums loaned
or advanced under the Reconstruction Finance Corporation Act and the Emerg-
ency Relief Reconstruction Act of 1932, and the limitations of the last sentence
of the second paragraph of section 5 of the Reconstruction Act shall not apply
with respect to the amount which may be advanced to any one borrower under
this act.

SEC. -. To speed and extend the benefits of this title to this act, the President
of the United States may, at his discretion, appoint a national recovery board, in
which board shall be vested the management and carrying into effect the pro-
visions of this title of this act, which board shall consist of the Secretary of the
Treasury (or in his absence the Under Secretary of the Treasury) who shall be a
member exofficio, and six other persons appointed by the President of the United
States by and with the advice and consent of the Senate, whose qualifications
shall be determined by the qualifications set forth at section 3 of the Emergency
Relief and Reconstruction Act of 1932.

SEc. -. The amount of notes, debentures, bonds, or other such obligations which
are provided under this act and under the Farm Relief Act, the Reconstruction
Finance Corporation is authorized and empowered, is hereby increased to such
amount as may be necessary for the purpose of this act.

SEc. -. As used in this act, the terms "State" includes Alaska, Hawaii, Puerto
Rico, and the District of Columbia.

SEC. - This may be cited as the National Recovery Fund Act.

I also submit the following possible amendments to Senate 1712,
the National Recovery Act:

Amend title II, section 202, by adding, at line 23, aftet
"as amended" the following:

(f) Any project calculated to increase the production in the United States
and territories and by American labor of gold and silver.

(g) Any projects calculated to bring about the establishing of self-supporting
cooperative communities in the United States and territories for families of
three or over members, ot least two of which shall be in their minorities.

(h) Any project calculated to bring about the establishing of self-supporting,
cooperative communities for families and single persons irrespective of age, who
shall be entitled to payments, compensations, or pensions from the Government
of the United States, the Veterans' Administration, or other Federal, States,
county, or inmicipal agencies.

(i) Any project calculated to revive, aid and encourage civilian sea-faring and
maritime activities.

Amend title ll,.s action 203 (line 23) by adding after the words "such projects"
the following:

Provided, That for the purpose of speeding the realization of (f), (g), (h), (i)
of section 202 of this act the President is authorized to direct that loans be made
without restriction other than the amount shall not exceed the sum of $1,000,000
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for each of such projects, and that not exceeding $50 000 shall be advanced for
preliminary planning of any one of such projects, including the cost of securing
options on additional lands that may be required to complete said planning of
any one of said projects.

I also propose the following amendment:
There is hereby created a Federal emergency relief employment coordinating

bureau, which shall be administered under the direction of the Federal emergency
employment coordinator (referred in this act as the "coordinator") to be ap-
pointed by the President, by and with the advice and consent of the Senate.

The coordinator shall receive a salary to be fixed by the President, and nec-
essary traveling and subsistence expenses within the limitations prescribed by
law for civilian employees in the executive branch of the Government.

It shall be the duty of the coordinator to-
(1) Prepare and maintain a list or lists of all possible improvements and con-

ditioning aztd reconditioning that may properly be done by or under the direction
of the United States, the several States, counties, municipalities, and subdivisions
and agencies thereof.

(2) To prepare and maintain surveys and charts giving comprehensive sta-
tistics of the geographical and seasonal distribution of work and activities which
may afford employment to unemployed.

(3) To prepare and maintain surveys and charts giving accurate statistics of
the percentage of employment afforded by the various industries, professions
and occupations over a period of years to facilitate providing work for different
branches of human endeavor on a regular, normal, balanced schedule.

(4) To prepare and maintain surveys and charts giving accurate statistics of
seasonal requirements of labor of different industries in different geographical
divisions.

(5) To prepare and maintain surveys and charts giving accurate statistics of
the economic dislocation wrought in recent years by floods, earthquakes, droughts,
and other catastrophes, and indicating the measure of relief which would have
restored the areas affected to their normal status and prevented the laws of
diminishing return from operating to the disadvantage of the Nation as a whole.

THE IMPORTANCE OF PROVIDING A RESERVE OF GOLD AND SILVER, AS REDEMPTION
PRIMARY MONEY, TO REMOVE THE PUBLIC APPREHENSION CREATED REGARDING
THE PAPER CURRENCY AUTHORIZED BY THE EMERGENCY ACTS

After spending 2 days before the House Committee on Foreign Affairs, in the
consideration of the three resolutions which provide for the instructions to be
given to the American delegates to the World Economic Conference, I realize
the importance of assuring the Nation that there are ample assets with which
to redeem the new paper currency authorized by the Farm Relief Act.

In the 20 years that I have been appearing before congressional committees on
national questions I have never seen such definite interest and had to answer so
many definite questions as on the importance of gold and silver and establishing
proper ratios to insure stabilization.

We had no such interest in national finance, and no interest at all in ratios of
gold and silver when we were considering the ways and means of raising the
billions of dollars for paying the'expenses of preparing for the World War.

We raised over $20,000,000,000 and delivered that amount of paper bonds for
that amount without ever questioning the fact that the United States resources
were sufficient to redeem a thousand times that amount of bonds over a course
of years.

Recall that we figured that the amount of gold required to deal with the inter-
national part of the transactions of the war was quite sufficient, although the
gold coin and gold bullion in the United States Treasury at the time in. 1916
amounted to only $2,444,935,900, or about half of the present amount.

At the time I made an economic survey of silver and suggested that we also
estimate accurately the amount of gold to be had from mines in the United States,
so as to know what we might do on a metal base. The people to whom I men-
tioned the matter, including the chairmen of the important committees of Con-
gress engaged in computing the borrowing capacity of the Nation, saw no necessity
for considering the increasing of the production of gold.

What the world required at the time was production of food products, of war
supplies, and of commodities for the millions of Americans who had been finding
employment and were buying long-desired commodities.
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Gold was not a necessity, nor a commodity. It was neither thereafter, and in
the banner year of 1929 the United States had only $4,324,350,860 in gold coin
and bullion, and yet the income-tax returns of the 4,044,000 individuals and
509,000 corporations who made returns that year show a gross income of over
$600,000,000,000, with a net income of over 6 percent on that huge sum, or
$36 454,621,000.

That had all been derived from American consumption of American products
since the exports to foreign countries and the Philippines, Hawaii, Alaska, and
Puerto Rico amounted to only less than I percent, or $5,241,000,000.

But now we have become gold conscious and silver conscious, and the press is.
crying for currency backed by primary money of redemption. That is easy to
meet; we need but put the unemployed to work in the idle gold and silver mines,
and produce the gold and silver required to redeem all the paper currency in
theory, since no one will ever want coin instead of paper.

MONEY IN THE UNITED STATES, 1914-32

Statements showing the stock of money in the United States In the years
ended June 30, 1914, to 1932, and the imports and exports of merchandise, gold,
and silver in the calendr years 1914 to 1931, and the 9 months ended September
80, 1932, follow:

Stock of money in the United States, in the Treasury, in reorting banks, in Federal'
Reserve bank., and in general circulation, years ended fune 80, 1914 to 1.982

In general elreulation et.
Coin and other Coin and other Held by or for elusive of amounts held;

Coin and money in Treas. money iu report- Federal Reserve by reporting banks,
Year other ury as assets I ing bank s banks and agents Federal Resrve banks,.

ended money and TreasuryIn the
June 3 United .. ....... Pe

state Per
Amount Percent Amount Percent Amount Percent Amount Percent capita

Mll1on million Mfillion Million. Millions
1914 ....... 3,797.8 338.4 8.91 1,630.0 42.92 ................... 1,829.4 48.17 18.46,
1915 ....... 4,050.8 348.2 8.60 1,447.9 35.74 383.0 9.45 1,871.7 46.21 18. 5
1918 ....... 4,541.7 299.1 6.59 1,472.2 32.41 593.3 13.08 2,177.1 47.94 21.24
1917 ....... 5,678.,. 289.7 4.75 1,487.3 26.19 1,342.7 23.64 2,579.1 45. 42 24.74
1918 ....... 6,900. 363.5 5,27 882.7 12.78 2,081.0 29.84 3,599.0 82.11 33.97
1919 ....... 7,688.4 585.1 7.61 981.3 12.76 2,226.7 28.96 3,895.3 50.67 36.6T
1920 ....... 8,158.5 490.7 6.01 1,047.3 12.84 2,200.2 2.97 4,420.3 54.18 41.50
1921 ....... 174.5 463.6 6.67 926.3 11.33 2,799.9 34.25 3,984.7 48.75 36.71
1922 ....... .27&. 1 406.1 4.91 814.0 9.84 3,406.8 41.16 3,649.2 44.09 33.18
1923 ....... 8,702.8 386.5 4.44 777.1 8.93 3,493.0 40.14 4,046.2 46.49 36.20
1924 ....... 8,848.5 359.4 4.08 900.8 10.18 3.637.8 41.12 3,948.5 44.84 34.89
1925 ....... 8,299.4 363.9 4.38 938.3 11.30 3,12. 3 37.63 3,876.9 46.69 33.8
1926 ....... 8,429.0 353.2 4.19 975.2 11.57 3.190.4 37.85 3,910.1 48.39 33.35
1927 ....... 8.667.3 360.9 4.05 985.1 11.36 3,465.1 39.98 3,866.2 44.61 32.57
1928 ....... 8,118.1 351.3 4.33 866.5 10.07 2,970.2 38.59 3,930.1 48.41 32.72
1929 ....... 8638. 8 373. 1 4.37 799.1 9,36 3,419.4 40.04 3,947.2 46.23 32.47
1930 ....... 8,306.8 247. 2 2.98 853. 8 10.28 3,537.3 42.58 3,668.2 44.16 29.76
1931 ....... 9,079.6 254,9 281 865.5 9.53 4,002.7 44.08 3,956.5 43.58 31.8?
1932 ....... 9,04.4 278.2 3.09 774.1 8.60 3A31,1 33.66 4,921.0 54.65 39.41

I Public money in nationalbank depositories to the credit of the Treasurer of the United States not
included.

I Money in banks of Island possessions not Included.

NoTS.-PopuIation estimated at 113,818,432 In 1924; 115,469,094 in 1925; 117,227,000 In 1926; 118,719,000 in
1927; 120,104,000 in 1928; 121,54(,198 in 1929; 123,260,000 in 1930; 124,135,800 in 1931; and 124,881,806 In 1932.

I.
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Imports and exports of merchandise, calendar years 1914 to 1981, inclusive, and

from Jan. I to Sept. 80, 1982

1914....................................................
1915 ....................................................
1916 ....................................................
191? ....................................................
1918 ....................................................
1919 ...............................
1020 ..................................
1921 ......................
1922 ......................
1923 .................... T-

1924 ............... . . 4 1
1926 .....................- .....
1926 ................... .. ..............
1927 ..................
1929................. #' '- , --' .w ,.......1928 ....1930 ................. ........ , .

1931 ...... ....
1932 (9 monts). ... .......

Total, 18 Yei~sa.ots ~ .

Imports of
mere&landise

$1,789,276,001
1, 778, 596,695
2,391,635,335
2,952, 465,9553, 031,304, 721

Exports of
merchandise

$3,113,624,050
3, 54, 670,847
, 482 641, 101

0,226,255,654
6,149, 241,951
7,920,425,990
8,228,016,307
4,485,031,356

831,777,469

T. 7493,0808i il

Excess ofex=ot over
mprts

$1,324,348,049
1,776,074,152
3,091,005,766
3,273,789,699
3,117,937,230
4,016,061,058
2,949,534,817
1,975,883,786

719,030,63W
375,427,117
981,021,260
683,258,248
377,772,000
680, 633, 000

1, 030, 912 000
841,634.000
78% 273,000
3.34,194,000

1173,693,000

ii-,28,510,32.824
Preliminary, bforeto. ~ .

Analysis of 4 d 4he panic -- It and during

Sn Alsi changes
• ' , . .. .. I G old

Monthstock In~
o . - -.~ K ede Net re- Domes-

( - Net gold lease tic pro.
1. h o Import from ear- duction,

month mark etc-

1929-October .......................... 4,386 1 14.4
November ......................... 4,367 -19.2
December ..................................... 4, 284 -82. 9

Total (12 months) ............... ........... .......... 142.5

1930--January ....................................... 4,291 0.8
February ...................................... 4, 353 61.9
March ............................ 4.... 423 70.2
April ............................ 4,4101 Gs. 5

4.617 25.9May .............................. .......... 457 2.
June ........................................... 4,535 17.6
July ........................................... 4,517 -18.4
August ........................................ 4,501 -15. 5
September ..................................... 4,511 10.2
Oct ober ........................................ 4,535 U 3 
November ...................................... 4,571 36.8
December ..................................... 4,593 22. 1

Total (12 nionths) ........................... ........ 309.6

17.5 -4.5
-23.3 1.0
-64.4 -22.0

175.1 -55.4

4.0 .5
60.0 .0
55.5 15.0
65.7 .5
23.5 2.o
13. 9 2.0

-19. -3.0
-19.6 .0

2.5 4.0
211.4 -6.1
35.2 -2.1
32.7 -15.2

280~. -2.4
Gold released from earmark at Federal reserve banks less gold placed under earmark.
This figure, derived from preceding columns, represents the excess of domestic production over non-

monetary consumption of gold--chiefly con.-umption in the arts. In any given month, however, it may be
predominantly affected by the fact that on the final day of the month (a) gold bullion or foreign gold coin
recently imported may not yet have reached a reserve bank of the Tre6sury, and (b) gold bullion recently
withdrawn from stock for exports may not yet have been actually exported. The figures are subject to
certain unavoidable inaccuracies in official reports of gold Imports and exports.

BEST AVAILABLE COPY

1.4
3.03.5

22.8

2.3
1.9

-. 3
2.3
.5

1.7
4.3
4.2
3.7
3. 1
3.8
4.5

31.9

M,
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Analysis of changes in monetary gold stock since the panic of 19*9 and during
emergency of 1938--Continued

Gold 1 -

mouth at end M+ or de.
month In stock

1981-January ....................................... 464 49.4
February.................................... 4,665 20
March ....................................... 4,697 8z0Apri ............................... 2& 7

June .......................
Julyo ..................
August..........
October ..........Ocoeber ......... ....... .
November ......
December.........Total (12 m

Februr.
March.

, ~...... ..........
June ... •......

Total (8 montli.

'Allowance ba been made
serve Bank of Now York.

'Differs from Department of
actuay taken from the Federal6 Preliminary figure.

nalysis of changes

Net ro- Domes
oet gold leas tic pro-

import from Wa- duo ion,
mark etc.

K 4 11.9 3.1
it 1 2.5 3.3

49.5 -7.5 -13.3
6 4.0 18.88 92.3 1.9

19. -9.7 3. 6
78 -160 4.2

1. o ote - .1293 4.2
229 11.9

208 42.1

254 3.4
204 1.9

3 24
40 3.2
1 .6

O .9
.2 5.2

4.6
4.5
5.3

.0 1.6

4.5 41.6

915 3.0

001 21.8

cr account of the Federal Re-

for export on Feb. 28 was not
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Gold movement to and from United States

(In thousands of dollars

1933 1932

From or to- February January Ja

(preliminary) Daenu4ry

Imports Exports Imports Exports Imports Exports

Belgium .................................. .................... .......... 8.......... 1 83.1 ,602
E n gnadd ................................ 4,024 1,070 0.254 6 68, 718 15,132
Pr rne .................................... 3.......... at 5" 29,490 ......... 16649 45 2
Germany ............... ........................ , 007..... :... .82 1 71 3
Netherlands .............................. 4,378 6,121 15123 .......... 18,6090 115,277
Portugal .................... .................................................. 2, 8
Switzerland ......................... 8 ..... 7.......... I,5% .................. 287 118,50
Canada ................................... 3, 92 .......... 5,282 8 64,757 184
Central America ................................... 129-.......... 1,392 3
Mexico ........................ OH ......... 20. 407 320
Argentina ........................... ..................... . . 13000 9
Colombia ........................................... 5.. ... ....53, 242 .......
Eucador .................................. .......... u 3.......... 1,053 1,0
Peru ....... ...................... 140 04.......... 3,242 126
Uruguay ..................................................... .4 .......
Venezuela ............................................... 139.......... 1,770.......
Australia .................................. 08 ........... 682 .......... 7 .510 ..........
British India .............................. 8,237 .......... 15,193 .......... 20,98 ..........
China and Hong Kong ................ 3010.......... 5,812 ......... 39,04 ........
Dutch East Indies ...................................... 120 ...... ... 2,901.......
Japan .................................... .................... 3,729 .......... 49720 ..........
Philippine Islands ......................... .......... 7533 052.......
All other countries I ....................... 1,735 17 202 ......... 11489 233

Total ............................... 328,724 12,32 .128,479 14 303,315 809,52

Includes all movements of unreported origin or destination.

A At New York-imports, $18,514,000, exports, $12,328,000. Elsewhere-imports, $8,210,000.

Kinds of money in circulation

(Money outside Treasury and Federal Reserve banks. In millions of dollars]

1933 1932
Kind of money

Feb.28' Jan. 31 Feb. 29

Gold coin ........................................................... 571 470 406
Gold certificates .................................................... 650 591 820
Federal Reserve notes ............................................. 3,405 2,707 2,634

Treasury currency:
Standard silver dollars .......................................... 28 28 31
Silver certificates ............................................... 302 350 363
Treasury notes of 1890 .......................................... 1 1 1
Subsidiary silver............................................... 252 250 260
Minor oin ..................................................... 111 111 114
United States notes ............................................. 301 287 280
Federal Reserve bank notes .................................... 3 3 3
National.bank notes ....................................... .... 861 836 691

Total Treasury currency ...................................... 1,919 1,866 1,743

Total money In circulation ................................... 6,546 5,645 5,604

:Preliminary.

The statutory provision for the gold dollar standard in the United States is
section 314 of chapter 8, title 31 (p. 995), Code of Laws of the United States.
It reads:

"Standard unit of value.-The dollar consisting of twenty-five and eight-tenths
grains of gold nine-tenths fine shall be the standard unit of value, and all forms
of money coined and Issued bv the United States shall be maintained at a parity
of value with this standard,'and it shall be the duty of the Secretary of the
Treasury to maintain such parity." (R.S. 3511; Mar. 14, 1900, ch. 41, sec. 1, 31,
Stat. 45)



ebruiry. - -.

July . ....... . ------
August. ---------------
September ............
O cr---- ------
Novemb r.-------,.

Total (12 nts). ..... .

12*-January. .............. .... -

P b m u ary--.----------

B--

Noember - ------------

TOWa (1mf) ....

- -- ------

God production

In thouands of dollars

Production reported monthly

mated Africa North and South America Far EastYear and month world
Indue Total ......

South Rbo. West d C nad o Australia Japan TuftAfrica des Africa Sttes i cO bla

33,292
33158
34,249
33.632
3K437
34,529
33, 534
36.057
33,50433517

29.968
27,861
20,441

30,398
20,782
39,5873O.677
29.684
31,206
29.654
29,667

18,252
16,838
17,904
18,034
18,579
17,744
18.42D
1%415
17,516
18.394
17.838
17,310

960
93
982
997
998

1,044
959
961
931
9710
95
968

3,112
3,0183.223
3,173
3,414
3,524
3.294
3.401
3,339
3765
3,111
3,488

3,820
3,820
3,820

3,820
3.8m0
3,89D
3,82

3,839
3,820

1,327
M
966
936
936
M6

1,512
1,255
1,253
1,341
1,131
1, 062

40#,= 21..42 11.67 4,2971 2=9 9.82 45,Ml 13, 3 7198

3253

34,98835,992
3M.917
36.376
314373
36,166
37,054
36,472
37.327

3.D
25821

30,154
31,158
31,084
31.543
31,540
31,333
32,331
31,638
3Z404

18,434
16,927
18,317
17,961
18.934
18,355
19,041
18.916
18,642
19,142
18337
18,519

3.194
3,014
3.394
3,506
3,487
3,637
3,539
3,515
3,686
3,862
4,687
4,543

3,927'3.927

3,927
3,927
3927
3927

3,927
3,927
3,927
3,927
3,927

,1050
1,150
1,204

1,156
1,115
1,139
1,115
1,109
1,171
1,194

430,7251 37,726~ 221, 11.476 4, 2,699 43,4M 47,123 13.813J 3,2811 9,553 8.021 6,785

38,097
36,077
37,651
37,70
38,227,
3&206.

3%,668
306648

3Z,340
32,798
3%779

19,151
17.427
18,791
18, 194
18,901
145"9

4,391
4,051
4,235
4,607
4, 477
4,744

4,127
4,127
4,127
4,127
4.,L7
4,127

1,281
1,011

M0
320

1,29
Islas~

936
919

1,092

JUM --- .......................

ACI -.. . . .. .. .....

B 

O OIOOQ



oveber... . .... "
WSZ -...... -. I..... .- "

ToA l . .moh).. .........

f-Jmry ..... .........

...ar.:_ . --
Ndovber -- --- - --Nov ~ ~ ........ -......
Dcombw.

Total (12 montiu)
A I------... ..... . .
oews .............. .

A6767

39,848
386748
48811

3%.729

33,315
34417
33,319
33,382

18,95
18,85
1MO98
19,525
1A,673
16,80

947
9i8
905
936
041

1.041

4.131
4, M8
,026
4,955
4,927
4,995

4,127
4,127
4,127
4,127
46127
4,127

81'
I'm2
1,074
1.041

914
877

1*321
1.181

459.101 39K.957 224.863 11.193 5,524 3.2241 54467 49.4 --86 4.0161 113 81091 ,815

396238
38.187
39,895
39,43
41,001
41.187
41,572
4,734
42,138
43,351
48,091

241.645

33,464
32.415
34,123
33,662
35,319
3n.415
358
36,963
36,366
36579
38.319
35.873

19.587
18935
19.877
196M9
19.970
19,871
2%28
20.475
19,8M
20,157
2D,190
20. 118

921
958
996
976
97

1.011
981

1,019
1,041
1.044

997
1.080

4,834
4,670
.285
5.093
4.551
5.592
5,E176
5,480
5,406
5,240
5,220
5.514

M3597
13,5=
13,4041

14,114
14.362S4,610
s4.99

15,271
14,8%
14.651

1.106

862
1.057
1.026

900
9241,138

L.122
1,091

11,158
661

1.082
1.063
1131
1,164
1,234
1172
1,.44
1,221
1,292
1.216
1,376

01,413
*491.560 422.298 .238,931 12,O00 992 3.6421 ft061 2 ' .054 . .,.32 '14,5US 8,198 G,

$ 40931
237,831

s35,159
232,0W8

2,152
1A,258

109
1I30

53215 17

I Fow tepoted by Amean= Bumea of Meta Statstis

2801434 4.8261 4.858 14.3411'1,19
13,939 t .034

8pamin*

547
556
a81

x4

'86 t-i0 cI' 6,o6
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Gold imports into and eXport8 from the United States, by months, 19S,-3t

[In thousands of dollars]

Net Im.

Year and month Imports Exports pP ort yea and month
-I-~ s eran ot

1922
January ......
February ..........
March .............'Aprll ...............
may ...............
June ...............
July ..............
August .............
September .........
October ............
November .........
December ..........

Total.

1923
January ............
February ..........
March .............
may ...............

June ...............
July...............
August........ ...September ..........
October ............
November..
December ...

Total ........

1924
January ............
February ..........
March .............Atl~ ...............MaPy ..."............
June ...............
July ................
August ............
September .........

otober .......
November .........
December ..........

Total ........

1925
January ............
February ..........
March .............

al ...............

June ...............
July................
August .............
September .........
October ............
November..
December...

Total.......

1928
January ............
February ..........
March .............Aril ...............y ...............

June ...............
July...............
August ............
September .........
October .......
November........
December ..........

Total ........

26,571

33,488
12,244
8,994

12,977
42987
19,092
24,464

18,308
28,440

275,170

b2,820
8,383

18,951
9,188

46,156
19,434
27,929
32856
27, 804
29,795
39,757
32,611

322, 716

45,136
35,111
34, 322
45,418
44,07425,181
18,834
18,150
6,856

19, 702
19,82
10,274

3 19, 721

863
1,732

983
1,679
3-407
1,801

644
956

1,399
17,592I
3,431
2,710

380,875

8,472
1,399

10,392

824
648
523

2, 201
883

1,307
747
712

28,643

281
805
817

1,391
59328
827

2,398
4,128_6, 89

39,675
61,848

5,038 73,526
3,603 80,600
7,337 25,105
8,870 21,604

11,393 13,390
4,426 6,713

10,204 4,417
4,862 2,136
4,128 6,784

50,741 28, 039
10,486 24,360
7,216 5, 968

128,273 262,640

19,351 3,087
25,416 3,881
43,413 4,225
13,116 17,884
2,935 9,343

18,890 3,346
19,820 5,069
11,979 29.743
15,987 23,081
8,857 1,156

10,738 7,727
17,004 7, 196

213, 50 115,708

25,708
27,007
32,526
10,685
5,887

11, 376
42,343
18,138
23,068
3,275

14,877
23,730

238,295

24,348
6,984
5,559
8,833

45, 332
18, 885
27.407
30,885
26,941
28,488
39,010
31,930

294, 073

44,855
34,6W6

44,027
40,481
24,913
18,50715, 752
2,07

15,877
13,173

-29,401
258,073

-6488
-46,997
-17,768
-12734
-1,997
-2,287

5,787
2,726

--%65
22,702

-13,904
1,248

-- 134,367

16,264
21, O5
39,188.

-4,768
-6408
15,544
14,751

- 17784
7,094
7, 701
9,011
9,80897, 798

1927
January ............
February ..........
March .............,kjril ...............
may ...............
June ...............July ...............
August ............
September.
October..........
November .........
December .........

Total ......

1928
January.......
February:.......
March .............,tprUl... ......... ...

June ...............
July ...............

August .............
September .........
October ............
November .........
December ..........

Total ........

1929
January ............
February ..........
March .............April ...............
A28y ...............
June ...............
July ...............
August ..........
September .........
October ............
November .........
December .........

Total ........

1930
January ............
February ..........
March .............April ...............
-May ...............
June ...............
July ...............
August .............
September .........
October ............
November .........
December ..........

Total ........

1931
January.......
February:........
March .............
may ...............

June ...............
July ...............
August .............
September.....
October ........
November .........
December ..........

• Total ........

Imports Exports

59,85 14,80
22,30 2,414
16,382 8,625
14,50 2,52
34,212 2,510
14,811 1,840
10,738 1,803
7,877 1,524

12,970 24,444
2,088 10,698

2,082 55,288
10,431 77,849

207,53S 201,455

38,320 52, 086
14,686 25,806
2,683 97,538
5,319 9, 469
1,98 83,89
20.,001 99,932
10,331 74,190
2,445 1,698
4,273 8,810

14,331 992
29,591 22,916
24,950 1,8

168,897 80, 759

48,577 1,378
26,913 1,425
26,470 1, 635
24,887 1,594
24,098 487
30,762 550

525 807
19,271 881
18, 781 1,205
21,321 8,805

7,123 30,289
8,121 72,547

Net Im.
ports or
e1xt

44o4%1
10,757

11,911
31,702'
12771

-11,485
-8,042

-53,184
-67,418

6,080

-13,766
-11, 120
-94883

-81,72179,931
-63,859

747
463

13,339
6,676

23,314

-391,862.

47,199
25,488
24,838
23,093
23, M3
30,212
34,718
18,390
176576
17516

-844168-4 :426

291,649 110,583 175,066

12,908 8e94 3,060
0,0198 207 991

55,768 290 478
65,835 11o65,725
23,852 82 23,470
13,938 26 13,912
21,889 41,529 -19,40
19,714 39,332 -19 618
13,680 i1, 133 2,547
35,635 9,26 28,389
40,159 5,008 3,151
32,779 3 32,742

396,054 1185,97 280,087

34,426
16.106
26,671
49,543
50,258
63,887
20,512
57,539
49,269
60,919
94,430
89,80

612,119

54
14
26
27

628
40

1,009
39

28,708
398,604

4,994
32,651

468,794

34,372
18,142
25,645
49, 516
49,630
63,847
19,50387, 50020,561

-337,85
89, 436

145,325

!

1==== =========



NATIONAL INDUSTRIAL RECOVERY

Gold 1 earmarked by Federal Reserve banks for foreign account, by months, 1916-31
[In thousands of dollars. For other statistics of earmarked gold see table 29, note I1

End of month 1916 1917 1918 1919 1920 1921 1922 1923

January ......................... 6,097 , 942 6,942 60000 180010 ....... 5,320February ....... .... 6097. 0,942 6,942 5,000 20,000 . 1. . 1,0March............ 2,391 6,097 6,942 6,842 6,000 20,000 ....... 1,000April .... . .4,571 6,097 6,942 .......... 9, 000 20000 .
ay ................. 4,571 6,097 6,942 ......... 1,000 20, 00. ..........une ................. 5,071 6,097 6,9 42 ......... i, 500 23,000.........Y ................. 5,402 6,097 6,942 .......... 14, 500 is,000.. ..... i,'5Augu5t ............... / , 502 6,778 , 942 ......... 16, 500 18, 00...........1,500September ........... ,955 6, 942 6,942 ......... 17, 500 8,000 ........... ,000October .............. t 9,r ,42 6,942 ... '6 0,00 ..... i1, 8" 3,00oNovember ........... p 5,961 6..........0

Gem4er2 6,942 4,000 20,00 ....... 1,8,097 0.942 0,942 5,000 22,000 ......... 3,700 3 0I,, ,,

End of month 1924 1925 1926 1927 1928 1929 1930 1931

January .......... 3, 000 46, 023- 19,012 19,779 193,919 144,898 134,794 125,7Fenbw ... ..... 2,407 52,389 30,012 It599 191 051 144,S98 134,794 123,293March .............. .4,859 61,714 53, 000 18,101 15,251 137,391 119, 795 120295April ................. '5, 417 40,864 53,000 19,101 109,511 88,821 119,295 127795ay ............ 417 30,889 53,000 114,101 136,050 72,694 117,295 127June................ 417 25,814 53,580 114,001 105,997 80,207 115,295 31,531July ................ ' 5,000 28,915 49,580 114,417 45,050 102,194 118,295 61,231August ............. 12,984 17,1340 3,,80 110,918 39,134 103,194 118,295 77,231September ........... 2,213 15,839 32,780 12, 918 40,334 109,795 114,303 356321October .............. 43,213 12,969 32,776 150,919 39,134 114,296 120,410 463,931November ........... 43,713 10,969 40,274 190,919 64,136 113,292 122, 36 435,021December ............ 1 45,213 12,969 39,266 199,419 79,807 135,295 137,095 458,534

I Gold ulilon (bars) and United States gold coin. ' First transaction Mar. 21, 1916.

GOLD IMPORTS INTO AND EXPORTS FROM THE UNITED STATES, BY COUNTRIES,
1928-31

[In thousands of dollars]

Imports into United States
From-

1928 1929 1930 1931

Belgium ................... 1 24rnce........ .... 15i4 202 133 19,394
Germany ............ 46,773 27 37,073Great Britain ........ 37,524 62,390 14 7,015
tait --_----------- 2 5 4 9
Notherlands...........5 17.Spain ............ 74 93 40
Sweden .............. 75....... 02 5, 73Canada .......... 02,371 73,880 43,618 81,252Central America..... 1,041 1,03 1,697 1,00Mexico ...... 4,610 9,174 20,805 25 319West Indies. 631 423 2, 184 8869Argentina ........ 4,0 72, 478 20,270141,263Bolivia ........... 4 3, 589 2,733 5
Brazil ..................... 87,77 16Chile ............ 624 528 438 299Colombia......... 1,374 5,292 9,097 15,110Ecuador.. ........ 1,483 1,373 1,15 1,015Peru .............. 1,458 1,921 6,806 7,522Uruguay ........... 481 250 8,354 , ,80

Venezela ......... 8 3 4,747 1,073Australia........f 3 4,870 54 2,643British India 2............8,064
China ............ ........ 1077 10,326 19,683
Dutch Ebt Indes...I 1, 26211,109 1,752 4, 870Hong Kong ............... 80 12 286 14,641
Japan .. ........... 15, W9 199,328New Zealand ........ 773 715 220 185
Phili pine Islands ... 1,773 3,262 3,715 3,740All o tlier ............ 8,7491, 89 3 , 0 48

Exports from United States
To- .

1928 1929 1930 1931

Belgium ............. 2, 000 ....... ....... 15, 607France..... ........ 308,002/65,381 73,808 363,908Germany ............ 28,759 2,384 201 1,047.Great Britain ........ 32,525 21,086 289 219Ital.v ........... 26,03 .. 3,000 5,320Netherlands... 4,. ....... 1 50,327Poland and Danzig , ,0 ic 1 620Portugal ....... ... ...... .......
Sweden ...................... 1,341 ...... 35Switzerland ................ 10,007 ...... 1 19,823Canada........... 22,641 390 36,746 116enlAmerica 303, 1, 052 ....... 100Mexico ...... .... 4,490 3,605 415 3,052West Indies ......... - 101 33 .............Argentina........, 69,400 ....... .......Brazil ............... 25,012 ... ....... ....
Colombia ........ 250 ...
Peru ........................... 1,082Uruguay ........... ,000 ... .I ..... ...
Venezuela ......... 5,71 970 1,600 9! .2
British India ....... ,485 871 .
British Malaya ...... 706 677: :1.China......... 1,827 103.
Dutch East Indes'" 2, 531 1,280 s .....Hong Kong ....... .7,547 2,4081 401!.
Japan ............... 248 124 42Turkey .............. .... ............ 3 , 004
All other ............ 47 15 40; 269

Total ...... 560,79113,58 115,971466, 794

I I

I

176260-88-s-
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God reserves of central banks and o4UeraMents

[In Millon oftdoilal

Europe
B~d tlfllth countries) Statesi Total (7I ec.oTotal (0_ _United d Ausb Bewgi u Culeho- Denmark England France Germany

(nd r"t c astri& B el iu dug ovak is
counu.im)

193-JnuaryM.... 11,340 4,009 80 6,300 25 352 11 49 39 8808 22suary-----------11,41 3,947 78 6.444 25 35 1 49 39 58 %942 221.b1181 3.956 77 4,53 25 ass- 3,012 20911,499 3,98 7 6,8 25 3.42201.,51 3,9 779 OsS31 259 3 49 30 3.052mI s

1,416 717 78 63 1 49 i an 3,115 206..... 78, 6e 3 1 s .m .W 5x an 3 s ,21 1
1,348 3,468 78 6.841 21 357 it 49 36 63 31

Jul.. 11,420 352 6,871 21 365 11 49 36 670 3,221 183
Augst... .... 11,562 3,639 so 6.8 21 364 1 49 3 676 3,22 183

------ .-... 11,694 3,748 81 6923 21 359 11 49 36 678 3,24! I90
October -------- 11,789 3,819 85 6,944 21 363 i 49 36 678 3.250 195
November........... 11, &9 3,885 86 6,949 21 362 11 so 36 678 3.267 197
Demb . , ,893 4,045 84 6,828 21 361 11 51 36 683 3,254 1IN

19..-J u.. .. 11,919 4,074 84 6,818 21 362 11 51 36 6 23,221 196
F$ra y 11,733 3,80 84 2668a2 21 366 11 51 36692 3,7181aeb ------- 23,912 ------- 1--------- -,-------- ---- 8 ------ £17

End of month - - Italy - - NorwayEurope-Continued ____ _ _ _ _ _ _ _ -

Greeoth(,oce Hn~gary ]tl Nehr owa Poln Portugal Rumania Spain Sweden Swtz- U.S.S.R. Yuo- 6 other
landsbud avia countries

1932-January ------------------- 1 is 296 351 42 67 13 5 434 55 472 M2 31 26 ~
February--- - ------ 17 296 353 42 68 .15 57 434 55 482 329 31 26 *
March ----------- ------- 9 17 296 354 42 64 16 57 434 55 471 330 31 26W
A----------------------- 6 17 296 364 42 64 17 57 434 55 471 331 31 71
M067---------------------- 86 17 297 384 42 62 17 56 435 55 493 335 31 30
June ---------------------- 7 17 298 394 40 54 17 57 435 55 5M3 349 31- 31
July - ..------------------ 7 17 300 408 38 54 17 57 435 55 509 357 31 30
Agut------------------- 7 17 302 415 38 54 18 57 435 55 510 368 31 28
September --------- 7 17 305 416 38 55 18 57 435 55 50 2368 31 28
October ------------------- 7 17 306 416 39 55 18 57 436 55 M0 I=6 31 26
November...--- ---------- 8 17 306 415 39 W6 is 57 436 55 493 $368 31 26
December .--------------- 8 17 307 415 39 56 24 57 436 55 477 8308 31 29

1933-Januar .----------------- 7 17 308 413 39 57 25 57 436 55 477 8368 31 29
February------ ---------- 81 17 325 410 39, 58, 225 57 436 55 488 $38 31 231
march ---------------------.--.- - 0330 381. -- - ------ 436------------ 4-- -



Latin America Asia and Oceania A*ica

End of month Total T(10 ie. Chile ohnNew
ooColou" eu Un 5otun- T o. Austm. o South

cour- e bSaT erut A7= 1 ft India apan java Zea- Slam Turkey Algeria Egypt Aitriyries) l land

1993-jnury ........ 350 252 12 6 15 52 13 532 51 162 215 45 32 23 4 8 21 40February .......... 347 249 11 7 14 52 14 534 52 162 215 45 32 23 6 8 23 37,March ......- 347 249 11 7 13 52 15 535 52 162 214 42 31 28 6 8 31 31A .. . "------ 343 24 12 8 12 51 13 534 52 162 214 41 30 28 6 8 32 34uay .............. 249 12 11 11 51 13 534 52 162 214 42 30 28 6 8 33 35J34 ............... 249 12 13 11 so 13 53 52 182 214 42 30 28 9 8 33 3sJUIY------...o-----348 249 12 13 11 s0 14 524 42 182 214 42 2S 28 8 8 33 34.-August ............ 348 249 12 13 11 80 14 523 42 .162 214 42 27 28 9 8 33 3September ....... 34 249 11 13 11 50 12 523 42 162 214 42 27 28 9 8 33 32 .October ...-- - 342 249 10 11 1 48 12 524 42 162 214 42 27 28 9 8 33 5November ..... 341 249 10 12 11 48 11 523 42 162 213 42 27 28 9 8 33 34December -------- 342 249 10 12 11 48 '12 520 42 162 212 42 25 28 10 8 33 35193.-January---------3343 249 410 12 $I 49 211 521 42 162 212 42 25 28 10 8 833 a8F uary -------- 3 343 '249 '10 13 j 211 50 a11 '524 '42 162 212 45 325 '28 10 8 '33 WO

'Differences between these figures and those shown elsewhere in the Bulletin for total monetary gold stock of the United States are due to the exclusion from the former ofgold coin In circulation.
8The August 1932 figure Is carried forward for subsequent months, as no statement h&s been issued by the State Bank of the U.S.S.R. since that time.
6 Revised.
Nnzs.-FgUresfor 34 countries are as of final day of month; for the other 15 countries-Including England, France, and Netherands-they are as of latrpr aeof mnh

Sinc th noe I th Buleti fo Ma 192 w sraed, figures for the Banque Centrale de Ia Rttpublique do Turquie and for the Gjovernment of Siam have been added to the totable. The figures for Turkey relate to the last Thursday of the month.T Ne6 European countries and 5 Latin American countries for which figures arm not shown separately are Albania, Danzig, Estonla, Finland, Latvia, and Lithuania; Bolivia,Ecuador, Guatemala, and Mexico. None of these countries has had gold reserves during this period in excess of $10,000,000.
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11A2 NATIONAL INDUSTRIAL M COVEY

GROWTH IN NUMBER OF ISSUES AND SHARES LISTED ON NEW YORK STOCK EXCHANGE;
SINCE 1925

In support of amendment 2 1 submit statistics indicating the great rise in value
of securities whenever there is a promise of increased earnings.

The growth in number of issues and shares listed on the New York Stock
Exchange since 1925 is shown by the following list of totals at outstanding periods:

INum Nube of
Date be r of shre Market value

Jan. 1, 1925.................................... .......... 9271 433,44561 $27,072,322,192'
Jan.1,1928 ..................................................... 1,0 3 01,615,837 34,489,227,125
Jan. 1, 1927 ..................................................... 1,081 W. #. 4222 38,378,162,138
Jau.1,1928 ..................................................... 1,097 5 4,999,126 49,736,350,948
Jan. 1, 1929 ..................................................... 1,176 757, 301,677 67,478,138,151
Apr. 1, 1929 ..................................................... 1 25 862,725,570 69,770,122,129
July 1, 1929 ..................................................... 1238 945,341.007 77, 264,128,900.
Oct. 1, 1929 ..................................................... 1 279 1,048.359,283 87,073,830,423
Jan. 1,1930 ..................................................... 1,293 1,127.682,468 64,707,878,131
Apr. 1, 1930 .................................................... 1,316 1, 178, 73, 324 76,075, 447,459
July 1, 1930 .......................................... 1,33 1, 231, 273,28 63,892,327,059
Oct. 1, 1930 .......................................... 1,313 1 284052 185 60,143,183,105
Jan. 1, 1931 ..................................................... 1,30 1,296,794,480 49,019,878,459
Apr. 1, 1931 ..................................................... 1,300 1,298,492,276 53,336,394,495
July 1, 1931 ................ .................................... 1297 1,303,489,082 7,417,147,581
Aug. 1, ..................................................... 1 ,23 1,303,221,198 44422,740,4
Sept. 1, 1931 ................................................... 1,288 1,314,199,951 44, 87,028, 110
Oct. 1, 1931 .................................................... 1, 2 , 316,58,658 32,327,037,441
Nov. 1, 1931................................................... .284 1,318,588,847 34,246,849,501
Jan. I, 1932 ................................................ 1,278 1,318,729.621 28,693,836,532
July 1, 1932........................................... 1,253 1,315,172,684 15,633,479,577
Aug. 1, 1932 ............................................ 352 1.315,334,428 20.494,759,465
Sept. 1, 1932 ......................................... 1,245 1 ,311, 960,145 27,782,501,806
Oct. 1, 1932 .......................................... 1,246 1,310.968,486 28,734.829,668
Nov. 1, 1932 .................................................... 1,245 1,312,480,819 23,440,661,828
Dec. 1, 1932 ........................................... 242 1,312,148, 772 22,259,137,174
Jan. 1, 1933 ........................................... 1,237 1,311,861,157 22,767,638,718
Feb. 1, 1933 .................................................. 1,231 1,3022, 848 23, 073,194,091
Mar. 1, 1933 ................................................ 1,228 1,296,231,953 19, 700,985,961
pr. 1, 1933 ................................................... 1,221 1,292,601.719 10,818,10,054
lay1 11933 .................................................... 1,221 1,29845,6 28,815,110.054

GROWTH IN NUMBER OF ISSUES AND VALUE OF BONDS LISTED ON THE NEW YORK.
STOCK EXCHANGE SINCE 1925

The growth in number of issues and value of the bonds listed on the New
York Stock Exchange since 1925 is shown by the following list of totals at out.
standing periods:

Date Number I Par value Market value

Jan 19 .25......................................... 1,332 1$35,457,811,674 $33,611,817,348
Jan., 1928 .................................... 1,367 36.995,089. 3 35,509, 211,458
Jan. 1, 1927 ................................................... 1,420 37. 900. 053, 50 37.167,607,468
Jan. 1, 1928 ................................................... 1,401 36.881,320.122 36,874,717,458
Jan. 1, 1929 ............................................ 1,54 48. 549,854 47,379,028,502
Apr. 1, 1929 ............................................ 1,54 48,738,201,389 40,371,688,481
July 1, 1929 ................................................... 1,553 49.26, 745,055 46,973,612,462
Oct. 1, 1929 ................................................... 1,553 49,017.420,231 46,456,064,983
Jan. 1, 1930 ................................................... 1,643 49.058.099,434 46,892,458,780
Apr.1 0 ................................................... 1,550 49,5 2,940, 277 48,291,463,272
July), 1930 ............................................. 1,57 00,23,947,917 48, 88 299,818
Oct. 1, 1930 ............................................ .1,607 50,027,129.653 48, 71,222. 900
Jan. 1, 1931 ................................................... 1,607 50, 072, 879, 897 47,384,805,889
Apr. 1, 1931 ................................................... 1.610 50. 788, 06. 210 48,463,021,490
July 1, 19",1 .................................................. 1,608 51,846. 247, 978 49,132,895.753
Aug. 1, 1931 ................................................... 1,6% 51,938,698,878 48,375,745,828
Sept. 1, 1931 .................................................. 1,607 51. 949,75' 078 47,318,973,356
Oct. 1, 1931 ................................................... 1,05 52,671,359.575 43,031,447,232
Jan. 1, 1932 ......................................... 1,601.............. 37,848,488, 806
Aug. 1, 1932 ................................................... 1,57 51991.479.830 38,015,339,620
Sept. 1, 1932 ................................................. 1.580 1, 863, 419.183 40,072.839.336
Nov. 1, 1932. ......................................... ,575 51,744,095.817 39,512,920,993
Dec. 1, 1932 ................................................... 1,548 61,542,847,249 38,095,183,663
Jan. 1, 1933 ................................................... 1,549 41,304.598,305 31.918,066155
Feb. 1, 1933 ................................................... 1,539 41,172.601.8 09 32456,657,292
Mar. 1, 1933 .................................................. 1,547 41,107,372,934 30,785,171,007



NATIONAL INDUSTRIAL BEOOVERY 113

Number of shares sold on New York Stock Exchange during the first year of the
panic, by weeks

1929, week ending-
Sept. 28---------
Oct. 5 ----------
Oct. 12----------
Oct. 19----------
Oct. 26..........
Nov. 2-------
Nov. 9-------
Nov. 16---------
Nov. 23------
Nov. 30------
Dec. 7-----
Dec. 14.-.
Dec. 21...
Dec. 28-........

1930, week ending-
Jan. 4----------
Jan. 11 .-----------
Jan. 18----------
Jan. 25----------
Feb. 1-----------
Feb. 8 ----------
Feb. 15----------
Feb. 22 ............
Mar. 1----------
Mar. 8----------
Mar. 15 ---------
Mar. 22.........
Mar. 29 -----------

&re et
24,557, 420
23, 927, 020
19, 140, 280
20, 810, 890
37,502, 180
43,499, 540
22,516,410
27, 490, 710
14,361,730

,086, 570
22,854,320
23,108 870
18,007,830
13, 052, 910

13 158, 890
11 497,130
13,019,97014 468, 400
18,927,220
20 143, 250
15,3 68880
16,796, 930
16297, 410
19 480, 270
20,085,460
23 424,220
26,244, 970

1930 week ending-Con.
Apr. 5 ----------
Apr. 12---------
Apr. 19---------Apr. 26...----- -

May 10---------
May 17 ...........
May 24 ---------
May 31 ------
June 7 ----------
June 14 ---------
June 21 ---------
June 28 ---------
July 5 -----------
July 12 ----------
July 19 ----------
July 26 ----------
Aug. 2 ----------
Aug. 9 ----------
Aug. 23 ---------
Aug. 30 ---------
Sept. 6 ----------
Sept. 13 ---------
Sept. 20 ---------
Sept. 26 ---------
Oct. 4 ----------
Oct. 11 ----------
Oct. 18 ------------

The largest number of shares sold in one day during the' first year of the panic
was on October 24, 1929, when 12,844,600 shares were thrown on the market.

The quick rises in value of securities when there are any prospects of improved
economic conditions is illustrated by the following table:

,Sheree eod
28, 958, 850
28, 796,040
16, 708, 300
28,923,570
30,309, 770
25,976, 830
14, 457, 350
12, 997, 410
9,114, 230

11 949, 330
21, 276,000
20, 487,130
15,037,740
6, 737, 220
8, 992, 180

14,534,510
10, 380, 300
10, 401, 170
10, 012, 520
8, 831, 646
8,843, 400
8,099, 290

11I 331, 030
9676, 640
16, 179, 115
16, 683, 795
21, 075, 518
12, 439, 950



SectwiV prim
(Index numbers of Stndard Statistics Co. Monthly data are averae of weekly figaues)

Common stocks (1M -100)

Pre- I elected groups of Industrial issues
Month or date Bondsi Ierred

trial road utility Auto- lag Main Cbi- peStere
mobile euip-store ical equip- ' ' tile

"_mert -m rMot ery

Number of issues --------------------------

1932-January -----------------------------

Fbuary..--------------------

June---------.---- --
J...-----------------------------
August ----------September ................. .

Octobr------- -------------
November ...................
December....................

lC233-January ............................
February ...........................
March ..............................

Mar. I ......................
Mar. 8 ......................
Mar. 15 .............................
Mar. 22 -----------------------------
Mar. 2---- -----.....................

Sol 201 4211

81.0
80.3
80.8
79.4
75.2
72.2
74.2
83.2
85.8
84.1
819
812
84.1
82.5
76.8

96.51 58
96.3 56
96.2 57
94.2 44
90.3 40
83.6 34
85.3 36
98.6 53

101.8 58
99.8 so
97.4 48
95.4 47
97.8 49
95.7 45
93.1 43

76.4 92.4

77.3 ..9.9
78.4 93.876.5 93.6

54
53
54
42
38
3436
52
56
48
45
45
414
42
42

391

33 i
37
34
32
22
17
14
16
29
35
28
26
20
28
27
26

28
26
25

94
93
93
73
as
55
55
84
91
81
78
80
82
73
67

" 1 31
60 30
55 2D
34 22
3D' 20

2i I
57
56

4942
35
36

4.48
47
47
46
43
40

80
79
85
61
52
48
50
75
83
74
71
76
82
74
72

36
32
30
22
20
17
20
38
47
34
32
20
29
28
29

85
77
77
57
52
40
43
73
78

i 630

61

52

48
47
47
37
33
20
30
44
48
42
39
38
39
39
37

43
42
45

39
37
42
55

47

46
45
42
41

32]
321

32]
281
20
16
18

33

28
25
27
24
23

321 2Dj 1 281 61 251 48S I 3 91 20
40
35
34

41 811 35 9
40 72 28 440 72 29 a3

27
24
20

pp

31
31
31
20

20 I
33
39

28 h

24

240

25'

25
25

I Average price of 60 bgh-grade bonds adjusted for differences in coupon rate and maturity.
'20 hkgad industrials; average price.
SMarkets closed.



A rise of from $5,000,000,000 to $10,000,000 000 per month in values is to be expected if purchasing power is created through theNation, as is proposed in the amendments which I have suggested.

Range of United States Government Bonds

High, Low Range sine, date ofisu1931 1931 Trades High Low Last hnt e

High Date Low Date
3%s, 1932-47 -------------------------------------------- 1. 23 97.11 44,50oo 102.25 94.2 102.10 .414 103.1 Oct. 19,1922 81 June 21921Lib cotetonvertible 4s, 1932_47 ........ .................. 97.16 90,000 It? 95.8 102.7 +4.23 125- --- do - - 85.5 July 11,1921ibertyflrst convertible 4's, e 1..1. 99.19 171,000 10&2 E8 10-l +1. 1 102.26 July 23,1922 83.00 May 19.20 ,.. .

102.10 June 15,1925 8100 May 12 1920
L lbhrt andseond, convertible4Y%'s, 1932-47 ------ ------- 1000 100.16 1.. 00 i 1012 101t8 100.17 +.i 143.00 June 13,1924 90.00 June 7,1920

_J P ea m ~ eon v rtib l 4 : s 1932-47 --- ----- -------- --------. .. . . 19 & 16 9 &.26 34 235 0 00 i .A 9 . 10 8i .bertynfi convertible 4Y', 1 4K-- -0 10224 97.22 102.8 +122 103.30 Mar. 9,1927 84.00 May 21,1920ibety first, convertible 4Y4s, registere------------------ 103.12 98.28 138,00 .18 97.20 10.12 +3.16 103.13 Mar. 15. 1927 84.00 July 201920.berty fourth 4', .. -----------------------------105.5 98.15 97,607,O O0.S 98.8 103.22 +4.4 105.5 May 19,1931 8100 May 20,1920fo %10500i.urt 04- stered -- .... S64,00 104.1 98.25 103.18 +.4.8 105.00 - do... 8115 Do.U..-Tresur434.....1..7...---------- O __ 10 30. . 45 634,000 110.00 98.30 100.27 +7.25 116.8 Jan. 7.19M" 98.1 May 27,19aU.S. .4%14-5s ...---------- - o---------112.3 100 78 109.18 100.1 109.18 +3.18 115.16 Dec. 27,1927 9&8. 28 Apr. 6,1922U. ..Treasu4's, " ----- 100.22 97.26 49641 106.25 94.00 106.20 +7.16 111.12 Jan. 7,1928 94.00 Jan. 11,1932U.S.Te-_- y4--reg-ser . . . . ..------------------------ 103.21 1012 50|104.00 99.16 104.00 110.14 De. 2,1927 99.16 Mar. 41932U.S. Tasury 3's, 19 - ------------------------------------ 107.22 94.16 4036 104.26 89.16 104.16 +&4 108 10 Jan. 7,1928 89.16 Jam 13,1932UAS Treaswy3sregstee------------------------------------------4 106 112 06--------160 Spt2190 0.6loi1592
U .S . _T e s u y W s ,  1 9 4 3 -4 7 .. . . . . . . . . . . . . .4 ! 1 0 2 .6 1 0 1 . 2 6 1 0 2 . 6 ........... 1 0 6 . 0 0 S e p t . 2 2 , 1 9 3 0 1 0 L 2 6 N o v . 1 5 1 9 3 2u. Treas s, 193- ----------------------------- 103.181 90.20 42288 10114 87.20 1014 -+9.10 10. 18 May 21,1931 87.20 Jan. 12,192U.S. Treasury3srete ---------------------------------- IOL26 101.4 14 100.26 94.00 100.2 -LOD 10117 Nov.18,1930 94.00 Apr. 5,13=U.S. Tres 3's, 194---------------------------------- 103.16 91.00 22602 102.12 87.24 102.8 +9.2# 10116 May 20,1931 87.24 Jan. 11 w1.8. Treasury 356's, registered .. --------------------------- 102.10 100.00 94 10.6 9L 23 102.6 +2.6 1010 June , 1931" 9L 23 Feb. 592 LU.S. Treasury s, 1941.43- ----------------------------- 103.16 90.30 49952 10110 88.1 102.7 +9.29 103.16 May 26,1931 88.1 Jan. 11,1932U.S. Treasury 3s, registered-------------------------------93.00 93.00 21 100.20 94.19 100.20 +7.20 100.20 Sept. 10,1932 93.00 Dec. 28,1931 0U.S.Treasury 3%s,1946"49 -------------------------------------- 101.21 94.20 84174 99.19 83.00 99.12 +11.20 101.21 July 22,1931 83.00 Jan. 1932y,3.,reasu.r ', ----t ----------------------------- 85.21 85.21 12 99.8 96.23 99.8 +13.19 99.8 De 1932 S 21 Dec. 30,1931,...reasury3's,951-5----------------........ -99.21 82.25 69215 98.18 82.3 97.17 +11.15 99.21 Sept 181931 82.3 Jan. 1%1932 WU'S. Treasury 3's. registereg,---------------------------------94.281 94.28 42 ES 2 91.30 El?1 +L.21 9&.26 Ant 5. 1932 91.30 June 20,1932 04

Figures after decimal represent tbirty-seconds of a point.



UNITED STATES GOVZEBWENT LOANS

The following table gives the high, low, last and yearly net change as of March 3, 1933, on all United States Governmentobligations
dealt in on the New York Stock Exchange this year, together with nominal bid and asked closing quotations of yesterday; also yields and
high and low since date of issue:

Range since date of isn 1933 Nominal- -_________ ______ ______Yearly__________

not
High Date Low Date High Low Lat c g Bid Asked Yield

Liberty 31fs, 1932-47 ------------------------------. 20 Jan. 26,933 86.1 June 2Z1921 10.20 99.30 100.6 -. 4 100.16 101.00 214
Llfblet3 1tregistered ----------------------------- 102.25 Ot. 19,1922 86.4 July 11.1921 100.20 100.10 10.20 -LI9 ---------------------------
Lerty lst4s, ,19247 ------------------------------ 1 02.17 Jan. 17,1925 83.00 May 19.1920 102.17 101.5 101.16 +1.15 .......................
Liberty in2d43s,1=5 7 1 --27----------------------t.00 June 13.1924 o. June 7,19= 101.16 10116 101.16 +.31 .......................Liberty 'tcouveUrtble 4 ,3s, 1 -947.-....... . 1--- -- 03.30 Mar. 9,1927 .00 May 21.1920 10331 99.28 10.10 -1.30 1.20 10& 255

44ts ovetible4,jsregistered -------------- 1 03.15 Mar. 24.1927 84.00 July 30,1920 102.23 101.28 10.19 +.7 -..........................
iberty4th 4W, 1933-38---------------------------105.5 May 19.1931 82.00 May 20.190 103.30 100.12 100.18 -. 4 101.16 102.00 .78
Liberty 4th 4 registered ------------------------ 105.00 May 19 1931 82.15 May 20,1920 103.20 1. 8 100.14 -3.4........................
Tresury 43's. 1947-52 ----------------------------- 1186 J 7,1929 9 .1 Mar. 27.1923 111.4 10.14 10.24 -6.3 10L 16 10. 16 3. 75
tery4 's, registered ...................... 27. 19 98.20 Apr. 25,1923 1 18 100.26 110.18 +1.00 .............................

T[reasury4's.1944-54 ............................... 111.12 Jan. 9.1928 94.00 Jan. 11,1932 107.14 90.31 100.2 -6.18 102.16 103.18 3.3
Treary 's. registered ........................ 110.14 1De 2.192 ? 9.16 Mar. 4,1932 10827 10.26 15.2 +12-.......................
Treasury 39.' 1946W56.........................--- -10810 Jan 10,1928 89.16 Jan. 12.193 105.17 96.14 96.22 -&26 100.10 10oo 3.65
Treasury 9,1943-47 .......................... 193.18 May 21.1931 8.20 Jan. 1% 193 102.25 97.4 97.6 -4.3 9O0 99.18 3
Treasury 9, 1943-47, registered ................... 102.17 Nov. 18,1930 94.00 Apr. 5,1932 193.15 101. 101.8 +.14 ...................
Treasur-y s,1940-43 ......................... .16 May 2D.1031 87.24 Jan. 12,1932 102.29 96.00 98.00 -4.8 96.16 1000 &37
T u rgsee1940-43, d re.i.e............1 0.I0 June 1,101 91.23 Feb. 5,1932 101.13 101.13 101.13 -. 25 .............................
Tre y s1941-43-..............................1 0.16May 2061931 88.1 Jan. I1.1932 102.25 96.31 07.10 --4.29 9L16 10.00 &37
Treasury ,s, 1941-43, registered ................. 2. 8 Jn 23,1933 93.00 D 28.1931 1028 1s 102.8 +1........................
Tra y3' 1946-4%, registered .................. 998 . 2,1932 85.21 Dee- 30.1931 9L30 9630 96.30 ...............r s,1961-55 ................................. 9.21 Se 81931 SL3 Jan. 12132 Q29 93.1 94. I1 -2.31. 95.16 9.16 . 21

NOru.L-Quftlons after the decimal point in the above tables represent one or more thirty-seconds of a point.
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Principal of the public debt outstanding at the end of each jscal year from 1888 to
10881

[On basis of daily Treasury statements (revised))

Interest- Matured Nonlnterest- Total ross Gross debt
Jue 80- bearing M bearing 3 debt per capita

1853 ................... $59,64Z 412 $162,240 ................ $9,804,661 $12.
184 ................... 42, 044,517 109,248 ................ 42, 243,765 1.62
1855 ................... 35,418,001 170, 498 ................ 35, 8, 499 1.32
185 ................... 31,80, 180 168,9 1 ................ 81,974,081 1.15
1957 ................... 28, 50, 377 197, 8 ................ 28, 701,375 1.01
1958................... 44,743,2 5 170, 68 ................. 44,913,424 1.03
1859 ................... 58,333,156 165,125 ................. 8,498,381 1.93
1860 ................... 64,683, 256 160,57.5 ................ 64,843,831 2.06
1861 ................... 90,423,292 159,125 ................ 90, 582, 417 2,83
1862 ................... 3 , 35, 045 230, 52*0 $188,591,390 524,177,955 16.03
1863 ................... 707,834,255 171,970 411,767,450 1,119,773,681 33.586
1864 ................... 1, 360, 026, 914 366,629 455,437,271 1,818,830,814 53.33
1865 ................... 2217,709,407 2129,425 458,09, 180 2,677,929,012 77.07
188 .................... 2,322,116,330 4,435,865 429,211,734 2,755,763,929 77.69
1867 ................... 2,238,954,794 1,739,108 409,474,321 2,650,168,223 73.19
1868 ........ ..... 2,191,326,130 1,246,334 390,873,992 2,583,440,458 89.87
1869................... 2151,495065 5,112,034 388,5,491 2,5645,10,590 67.41
1870 ................... 2,036, 881, 05 8,569,684 397,002,510 2, 436,453,269 63.19
1871 ................... 1,920696,750 1,948,002 399,406,489 2,322,052,141 58.70
1872 ................... 1,800,704,100 7,926,547 401,270,191 2,209,990,838 54.44
1873 ................... 1,606,483,950 51,929,400 402,76,935 2,151,210,345 51.62
1874 ................... 1,724, 930, 750 3,216,340 431,785,640 2,159,932,730 50.47
1875 ................... 1,708,676,300 11,425,570 436,174,779 2, 156,270,649 49.06
1878 ................... 1, 06, 685, 450 3,902,170 430,258,158 2,130,845.778 47.21
1877 ................... 1,697, 888, 0 16,648,610 393,222,793 2,107, 759,903 45.47
1878 ................... 1,780,738,650 5,594,070 373,088,595 2,150,418,315 45.37
1879 ................... ,887,716, 110 87,015,380 374,181,153 2298,912643 47.05
1880 ................... 1,709,993,100 7,621,205 373,294,567 2,090,908,872 41.69
1881 .................. 1,625,567,750 6,723,615 386,994,363 2,019,285,7298 39.35
1882.4 ................ 1,449,810,400 6,260,5 5 390,844,689 2,856,915,844 35.37
1883 ................... 1, 324, 229,150 7,831,165 389,898,603 1721,958,918 32.07
1884 ................... 1,212,503,850 19,655, 55 393,087,639 1,625,307,444 29.60
1885 ................... 1,182,150,950 4,10, 745 892, 299,474 1,578,551,169 28.11
1886 ................... 1,132,014,100 9,704,195 413,941,255 1, 55, 659, 550 27.10
1887 ................... 1,007,692,350 6,114,915 451,678,929 1,465,485,294 24.97
1888 ................... 936,522,500 2,495,845 445,613,311 1, 384,631,56 23.09
1889 ................... 185,853,990 1,911,235 431705, 286 1,249,470,511 20.39
1890 ................... 711,313,110 1,815,55 409, 267,910 1,122,390,584 17.92
1891 ................... .610,529,120 1,614,705 393, 162,730 1, 005, 806,561 15.75
1892 ................... 585,029,330 2,785,875 3, 403, 36 968,218,841 14.88
1893 .................. 585,037, 100 094,000 374, 0.60 96i,431,766 14.49
1894 ................... 635,041,890 1, 851,240 380,004,687 1,016,897,17 15.04
1895 ................... 716,202, 40) 1,721, 90 378,999,470 1,096,913,120 15.91
1896 ................. 847,3, 890 ,636, 800 373,728,570 1,222,729,350 17.40
1897 ................... 847,365,130 1,346,880 378, 081,703 1,226,793,713 17.14
1898 ................... 847,367.470 1,262, 80 384,112,913 1,232,743,063 18.0
1899 ................... 1,046,048,750 1,218.300 389, 43,654 1,436.700,704 19.33
1900 ............ ..... 1,023,478,860 , 176, 320 238,761,733 1,263,416,913 16.56
1901 ............... . 987,141,044) 1,41.5,620 233,015,585 1, 22,1572,245 15.71
1902 ................... 931,070,340 1,280,860 245, 680,157 1,178, 031,357 14.89
1903 ................... 914,541,410 1, 205, 090 243, 6159, 413 1, I59, 405,913 14.40
1904 ................... 895,157,440 1,9709 020 239,130,6.56 1,13,259,016 13.88
1905 ................... 805,158, 340 1,370, 245 235,828,510 1,132,357,095 13.60
1906 ................... 895,159,140 1, 128,135 26,235,495 , 142, 522,970 13.50
1907 ................... 804,834,280 1, 086, 815 251,257, 098 1,147,178,193 13.33
1908 ................... 897, 53, 90 4,130, 015 276,056,398 1,177,690,403 13.46
1909 ................... 913,317,490 2,8 83, 855 232,114, 027 1,148. 315. 372 12.91
1910 ................... 913,317,490 2,124,895 231,497, 584 1,146,939,969 12.69
1911 ................... 915,353, AN 1,870, P30 236,751,917 1,153,984,937 12.28
1912.................. i, 776,770 1,760,450 228,301,285 1, 193, 838, 505 12.48
1913 ................... 005, 700, 610 1, 9, 550 225,681, 585 1,193,047,746 12.26
1914 ................... 967,953,310 1,552,560 218,729,530 1,188,235,400 12.00
1915 ................... 969,-759,090 , 5,07,260 219,997,7 18 1,191,264,068 11.83
1916 ................... 971,562, 5%8) 1,473,100 252,109,879 1,225,145,568 11.96
1917 ................... 2,712,549,477 14, 232, 230 248, 830, 878 2, 975, 618, 85 28.57
1918 .................... 11,985,882,436 20, 242,550 237, 503, 733 12,243,628,719 115.65
1919 ................... 25,234,490,274 11,109, 370 236,428,775 25,482,034,419 240.09

1 Figures for 1853 to 1885, inclusive, are taken from "Statement of reepts and expenditures of the Gov.
ernment from 1855 to 1885 and rincipal public debt from 1791 to 1865,," complied trom the offelal records
of the Register's office. LWter figures Are taken from the monthly debt statements and revised figures pub-
lished In the annual reports of the Secretary of the Treasury.

I Exclusive of bonds Issued to the Pacific railways (provision having been made by law to secure the
Treasury against both principal and Interest) and the Navy pension fund (which was In Uf tanso a debt#
the principal being thejroperty of the United States).

8 Includes old deman notes; United States notes, less the amount of the gold reserve since l9o; Postal
currency and fractional currency less the amounts ollicially estimated to have been destroyed and also
the redemption fund held by the Treasury to retire national-bank notes of national banks 1ae, In liqu.
dation, and reducing circulation, which prior to 1890 was not Included In the published debt statements.
Does not include go0, silver, or currency certificates or Treasury notes of 1690 for redemption of which an
exact equivalent of the respective kinds of money or bullion was held In the Treasury.
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Principal of the public debt outstanding at the end of each fiscal year from 1855 to
1982-Continued

Interest Matred Nonlnterest Total Ose Gros debtJune S.- bearing Mbearing d per capita

190 ........... $24, 061,095,362 $6,747,700 $230,075,350 $24,297,918,412 '$228.82
1921 ........... 23,737.32,080 10, 939,20 227,958,908 23,976,259,608 21. 09
19 ................... 22,711,035,587 26,280 880 227,792,723 22,964,079,190 4208.97
1 2 ................... 22,007, 0, 754 98,172 10 243,924,844 22,349,887,768 4200.10
1924........... 20.,981,588,430 30,241,260 239,292,747 21,3261,120,427 '188.88
1 02 ........ ; .......... 20,210,908,251 30,242 930 275,122,93 20,616,272,174 '177.82
192 ................... 19, 383,770, 80 13,327,800 246,084,419 19,643,183,079 4 167.70
1927 ................... 18,260,943,965 14,707, 235 244,.523,064 18,510,174,266 4156.04
128 ................... 17,317,696,097 45,331,60 241,263,808 17,004,290, 3 4 148. 9
1929 ................... 16,038,941,380 80,751,399 241,604,989 18,981,197,748 '139.40
1060 .................. 15,921,892,350 31,715,370 231,700,579 16,185,308,299 '131.3$
1931 ................... 16,519, 588, 640 61,822,845 230,073,668 16, 801.485,143 * 136.42
1932 ................... 19,161,273,640 60,88,0 206,I0 1 19,1487,009,76 I 6,12

' Revised In accordance with the 1930 census enumeration.

Iterest-bearing I debt outstanding June 80, 1982, by kind of security and callable
period or payable date

(On basis of daily Treasury statements (revised), see p. 3371

Certificates of
Callable period or indebtedness Notes and CumulativeSecurity payable date and Tress. bonds total

ury bills

Treasutycertiflates, adjusted service. July 1, '32-Jan. 1. '33' $106, 000, 00............. 81 , 0
PA mas............................. July 83-A 8g.1,'36,............ 4 5864,180 13,06, SO

Do .............................. July 1 2-Nov1 *3............ 2,947,400 179,001,680
Postal savings S .. . . . . . . . . . . . . . . . July I'$32-Jan 1, 62............. 36, 247, 260 216,148,840
Console ......................... After luly 1, 1932.............. 99,724,060 815,872,890
First Liberty loan .................... July 1,-32-June 15,'47 ......... 1933,214,100 2,749,086,90
Treasury bills .................... July 13,1932.......78,200,000 ............ 2,825,280,090

Do.... ................ July 20,1932 ......... 76,600,000 ............... 2,000.886, 99
Do .............................. July 27, 1932 ........ 51,550,000 2,952,436,990

Certificates of indebtedness, A-1932... Aug. 11932 ......... 227,631,000 ...... 3,180,067,990
Treasury bills ........................ Aug. 10, 1932. 78,744s090............ 3,26,811,90

Do .............................. Aug. 17,1932 ....... 76,000,000 ............... 3,331,811,990
Do ............................... Aug. 24, 1932 ........ 60,050,000 ....... 3,391,861,990

Certificates of Indebtedness, first Aug 2, 1932-.Mar. 15, 33,980,90 ............ 3,425,822,890
series. 1933,

Treasury bills ........................ Aug. 31, 1932 ........ 100,022,900 ............... 3,525,844,890
Certificates of Indebtedness:

TS-132 ......................... Sept. 15, 1932 ........ 314,279, 0 ............... 3, 840,124,390
T82-1932 ...................... do...........398,225,000............ 4,238,349,390

Treasury bills ............... e......100 Se ,40,000 ............ 4,338,815, 390
Certificates of indebtedness, TO-1932 Oct. 15,1932 ....... 333,492,00 ............ 4,672,307,89
Treasury notes, series 1932 ........... Dec. 15, 1932 ...................... 600,448,200 5,27274M,090
Certificates of Indebtedness:

A-1933 .......................... Fob. 1,1933 ......... 144,372,000 ............... 5,417,126,090
TM-193 ........................ Mar. 15, 1933 ........ 60, 716, 0 ............ , 077,841, 90
B-1933 ........................... May 2, 1933 ....... 239,197,0 ............ 6,317,038,690
TJ-1933 .......................... June 15, 1933 ........ 373,856,60 ............ 0,690,895,090

Fourth Liberty loan ...... ...... Oct. 15, 1933-38 ................... ",268,100,450 12,958,95,640
Treasury notes:

Series A-1934 ..................... May 2 1934 .................. 244,234,000 13,203,230,140
Series A-135 ........................... 416,602,800 13,619,832,940

Treasury bonds ...................... June 15, 1940-43 ......... ...... 352,994,450 13,972,827,30
Do .............................. Mar. 15, 1941-43 ............... 644,917,00 14,517,744,440
Do .............................. June 15, 1943-47 ............... 44,135,200 14. 1, 879, 640
Do .............................. Dec. 15, 1944-54 .............. 1,036,834,500 16,008,714,140

Conversion bonds .................... Jan. 1, 1946-47 ................. 28,894,500 16,037,608,640
Treasury bonds ...................... June 15, 1946-49 ............... 821,43,0 1,89,011,640

Do ...................... Mar. 15,1940.56............... 489, 087,190 17,348,098,740
Do .............................. Oct. 15, 1947-52 ............... 78,93,300 18,107,082,040
Do .............................. Sept 15 1951-55 .............. 800, 421,500 18, 907, 3,640

Panamas ............................. June, i961 ..... ... ... 49,800,000 18,057,303,540
Treasury notes-civil service, foreign

service, and Canal Zone ........... .(). .. ........ 203, 970, 00 19,161,273,540
Total .............. ................... 3,446,361,000,15,714, 01,640 ...............

Matured debt on which Interest ha ceased amounted to $60 0886 85, of which $9,W7,900 was Treasury
notes $3,080,860 was Second Liberty bonds, and $5,087,250 was Third Liberty loan bonds; and debt bearing
no Interest was $266,649,W0.

' Funds available for the adjusted service certificate fund are Invested and reinvested In special short-
term securities which are redeemed from time to time to meet current obligations. These transactions
will occur until the adjusted service certificates mature about 1945.

' Callable and payable dates for all Issues of postal savings bonds fall within the period Indicated.
4 Funds acquired during year are Invested In short-term securities. Therefore, these Imes In varying

amounts will be outstanding Indefinitely.



NATIONAL INDUSTRIAL RECOVERY 119
Interest paid on the public debt, by iasuee, for the fiscal years 1980 to 1989'

[On basi of warrants IsuedJ

Title Rate of 1930 1981 1932interest

Debt unmatured as of June 30, 1032: Percent
Consolsof 01930 ........................... 2 $12,013,570.05 $11, 990,183.25. $11,094,223.25
Panama Canal loan of 1916-36 ............ 2 978,542.30 979,675.70 978,464. 0
Panama Canal loan of 1918-38 ............ 2 519,216.18 519, 08. 22 518,722.30
Painams Canal loan of 1961 .............. 3 1,493,616.75 1,493,608.60 1,492.434.76
Conversion bonds of 1946-47 .............. 3 867,128 26 868,427.75 865 452.75
Postal Savings bonds ..................... 2% 430, 927.25 495,681.26 621,681.59
First Liberty loan bonds ................. 31 49,102 456. 65 48,528, 88. 44 48,870815. 64
First Liberty loan bonds (converted)..... 4 212,043.23 202,174.19 206,074.00

Do ................................... 4 22, 600,176.02 22,891,047.89 22, 57,235. 91
First Liberty loan bonds (second converted).. 44 149,443.98 150 738. 09 149 049.59
Fourth Liberty loan bonds ................... 4 26, 06,14. 77 25,961,87.9 265, 250,633.09
Treasury bonds of 1947-52 .................... 4 32,824, 5 .08 32,192016.6 32, 85,722.18
Treasury bonds of 1944-54 .................... 4 41,481,510.72 41,500,752.00 40,835 912.00
Treasury bonds of 1948-58 .................... 3 18,308,410.9 18, 343527.70 18,304,99.52
Treasury bonds of 1943-47 ................... 3 16,651,610.82 16,59 822804 1is; s 009.98
Treasury bonds of 1941-43 .................... 8 12, 078; 168.29 1&61 19,888916.40
Treasury bonds of 1940-43 ------------------ 3 ............ 1x 021,731. 15 11, 780 100.74
Treasury bonds of 1948-49 .................... 8 ................ 55.78 24,458,108. 67
Treasury bonds of 1951-55 ............... .............8..------ 11,84814.82

Tresur noes-------------------14 3,740, 806. 81 15,899578.81 8494645.81
Treasury notes, adj. serv. cert. series-........ 4 20,500,175. 31 33,355,561.64 ............
Treasury notes, clv. serv. ret. series-----------4 8,416,975.33 0,8367,780.83 7,624,273.28
Treasury notes, for serv. ret. series ........... 4 52,522.63 0,518. 64,67& 869
Treury notes, Canal Zone ret. series ........ 4 --------------- --- 60385.89
Treasury bills ...................................... "2331,970.68 ' ,535,083.05 8,910,874.75
Treasury certifloates ........................... .2 ................................ 7, .81
Debt matured as of June 30, 1932:

Old debt, matured, issued prior to Apr. 1,
1917 .............................................. 240293.05 4,339.01 8,952.49

Second Liberty loan bonds ................... 4 64,137. 85,817.00 28698.00
Second Libertyloan bonds (converted) ....... 44 217,515. 84 121,8.15 67,382.77
Third Liberty loan bonds .................... 4 779,906.69 335,383.64 203,275.18
Victory Liberty loan notes ................... 1-44 35,120. 81 23,073.36 20,410.11
Treasury notes, at various interest rates......-.......... 15,777.69 $9,988,280.38 9,216,847.08
Certificates of indebtedness, at various

interest rates ......................................... 76,12, 760. 71 34,957,543.89 32,873,998.97
Certificates of indebtedness, adjusted service

series ....................................... 4 ................ 970,980.81 3,018,641.12
Treasury savings certificates -------------------------. 543,4 85 S.8.60 ................
Thrift and Treasury savings stamps .......... ... -523,090.98 426,763.61 340,138.68

Total .................................. ,.. ..... I ,802,154.96 610,758,025.42 699,722,596.24

1 For details for the fiscal years 1918 to 1929, see annual report for 1929, p. 50. .
s Deduct excess of credits, collection of interest accruals, and counter warrant adjustments.
I Sold on a discount basis.

Amount of interest-bearing debt out-standing on June 80, the computed annual inter.
est charge, and the computed rate of interest, for the fiscal years 1916 to 1982

Xto eaine Computed an- Computed
June 30- nte t nual interest rate ofdebt charge interest

Percent
1916 .................................................... $971,582,590 $23,084,685 2.378
1917 .................................................... 2, 712 549, 476 83,825,482 8.120
1918 ..................................................... 11,986,882.436 468,618,544 3.910
1919 .................................................... 25, 46,278 1,054,204,5 0 4.178
1920 ............................................ a....... 24,1095,361 1,016,92,0219 4.225
1921 ................................................... 029,917,903 4.339
1922 ................................................... 22,711035,587 962,896,535 4.240
1928 .................................................... 22,007,590,754 927,331,341 4.214
1924 .................................................... 20,981, f8 429 876,980, 673 4.180
1926 .................................................... 20,210 90, 251 829,680,044 4.105
1926 .................................................... 19,33,770, 80 793,423,952 4,M09
1927 .................................................... 18,250,943,965 722,675,553 3.960
1928 .... ............................................... 17,317, 695,096 671,363,112 3.877
1929 ...-................................................ 1,638,941,379 656,854,311 & 6
1930 ............................................... 15,9 21,892,30 6,081,831 8.807
1931 ............................ .................. 16,19 88,840 58 8,987,438 3.56
1932 .............................................. 19,161,273,540 671,804, 676 3.05
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NOW THE SUPPRESSION OF STATISTICS REGARDING THE TRUE NATIONAL INCOME
AND INCREASE OF BANK DEPOSITS OP DEBTOR NATIONS COST THE AMERICAN
TAXPAYERS $15,000,000,000

The following is important data in support of amendment 4:
The records of the United States Treasury disclose that the huge sum of

$15,000,000,000 was shifted by the World War Foreign Debt Commission from
being a debt to be paid to the United States by the taxpayers of the debtor
nations to being a debt to be paid by the American taxpayers.

How that huge reduction, which has been and is being paid in annual install-
ments by the American taxpayers was brought about, is explained in a statement
transmitted to me by the United States Treasury in answer to an inquiry. It
reads:

"The obligations originally acquired by the United States from its foreign
debtors generally bore interest at the rate of 5 percent per annum. In a very
few cases the rate was 6 percent. (The amount the nations owed in pr" -cipal
and accrued and unpaid interest at the time of the funding of the debt was
$12,090,667,000.)

"The funding agreement made with the foreign debtor nations provide for
payments over a period of 62 years (except in the case of the Austrian settlement,
which provides for a period of 40 years) with interest at varying rates, all con-
siderably under 5 percent.

"If therefore, the payments to be received under the funding period under
the various debt settlements are discounted on the basis of a rate of 5 percent
per annum, payable semiannually, the sum of $5,888,000,000 is arrived at as the
present worth of the debt settlement on this discount basis, as of various dated
on which the settlements became effective.

"The total amount due as of the date on which each settlement became effec-
tive, including accrued and unpaid interest up to such date at the original rate of
interest, was about $12,090,000,000. The difference, therefore, between-this
figure and the present worth (assuming the discounting of it as set forth above)
or about $6,200,000,000, represents in effect, the concessions granted under the
funding agreement as compared with the original contracts.'

The debtor nations received that discount in advance on the presuppositions
that:

1. The financial and economic statements of their countries presented by their
commissioners to the American commissioners gave the correct statements of the
financial and economic conditions of those countries, whereas they only pre-
sented partial accounts, and did not show the fact that the deposits in their
commercial banks had increased after the World War by such large sum that
the increase was large enough to pay the entire amount owed to the United
States.

2. That upon the completion of the funding the nations would deliver to the
United States gold bonds for the amounts which they owed to the United States
under the funding agreement, and that these bonds would be paid each year
when due.

3. That, as provided by the funding agreements, the United States Govern-
ment would have the right to exchange the bonds for "marketable obligations"
For instance, the provision in the Anglo-American agreement, dated June 18,
1923, signed on behalf of the British Government by "A. Geddes, His Britannic
Ma;esty's Ambassador Extraordinary and Plenipotentiary," it is provided:

"Great Britain will issue to the United States at any time or from time to time
at the request of the Secretary of the United States, in exchange of any or all of
the bonds proposed to be issued hereunder and held by the United States, definite
engraved bonds in form suitable for sale to the public, in such amounts and
denominations as the Secretary of the Treasury may request, in bearer form, with
provision as to registration as to principal, and/or in fully registered form, and
otherwise on the same terms and conditions, as to date of issue and maturity,
rate and rates of interest, exemption from taxation, payment in bonds of the
United States issued or to be issued after April 6, 1917, payable before maturity,
and the like, as the bonds surrendered on such exchange, except that the bonds
shall carry such provision for repayment of principal as shall be agreed upon"
provided, that if no agreement to the contrary is arrived at, any such bonds shall
contain separate provision for payment before maturity conforming substan-
tially to the table of repayments of principal prescribed by paragraph 6 of this
proposal and in form satisfactory to the Secretary of the Treasury ofthe United
States, such payments to be computed on a basis to accomplish the retirement of
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any such bond by December 15, 1984, and to be made through annual drawings
for redemption at par and accrued interest."

The United States received the bonds and has been holding them in the United
States Treasury. I was permitted to examine some for the purpose of obtaining
an accurate description for the Henry Woodhouse Collection of Historic Currency.
They are regular gold bonds.

The following table shows how the United States was to receive $26,000,000,000
over a period of 62 years instead of the $11,000,000,000. The people of the
United States are paying the balance. This year they are paying $725,000,000
in taxes specifically for interest on the debt. They will have to pay annual install-
ments until the $26,000,000,000 is paid.

DATA IN SUPPORT OF AMENDMENT

Amendment 5 provides for a new source of revenue in the large amount of over
$4,000,000,000, which appears to be owed to the United States Government.

Some years ago the Government started some proceedings in this matter. But
it was not followed to a conclusion. That can be done by introducing a bill more
or less like the following:
A BILL To collect and pay into the Treasury of the United States $4,000,000 000, the value of oilgas, and

minerals on lands, the property of the United States which were ceded to it by Mexico and which have
been unlawfully, illegally, and wrongfully taken and withdrawn by foreign, as well as domestic, corpora
tions and persons, and for other purposes.

"Whereas Mexico ceded to the United States 334,000,000 acres of land by the
Treaty of Guadalupe Hidalgo of February 2, 1848, and the protocol of May 26,
1848' and

"Whereas over 50,000,000 acres of this land has been illegally and wrongfully
taken, and is now being illegally and wrongfully held, but is in reality a part of
the public domain; and

"Whereas foreign (Dutch and British Shell and others) and domestic corpora-
tions and persons have taken since 1918 over 4,000,000,000 barrels of oil worth
over $4,000,000,000 from this public domain, which sum the United States is
entitled to recover and collect, and is entitled also to now lease the oil rights
according to law, which would on the one eighth royalty basis bring in a revenue
of over $40,000,000 annually: and

"Whereas there are certain gold, silver, coal, iron, etc., mines worth over
$100,000,000 on this public domain; and

"Whereas there is at least 25,000,000 acres of very valuable land of such public
domain so illegally taken worth over $15,000,000,000; and

"Whereas there is at least 25,000,000 acres of such public domain so illegally
taken worth over $250,000,000; therefore

"Be it enacted by the Senate and tlouse of Representatives of the United States of
America in Congress assembled, That all the lands ceded to the United States of
America by Mexico by the Treaty of Guadalupe H1idalgo of February 2, 1848, and
the protocol thereto of May 26, 1848, be closed to entry except such portions as
homesteaders have attempted to file on for entry but have been prevented from
completing such entries and from taking possession thereof by the United States
of America and its officials, officers, agents and employees or by others, and also-
except such portions, if any, as were actually granted by Mexico by valid grants,
limited to the amount grantable under Mexican laws and duly executed prior to
May 13, 1848 the date fixed by said treaty.

"SEC. 2. Be it further enacted, that all homesteaders described In section 1
hereof are hereby authorized and empowered to sell their entries and preemptions
and attempted entries and preemptions to the United States of America, and the
Secretary of the Interior is hereby authorized, empowered, and Instructed to buy
for the United States of America any and all of same as may be offered to him:
Provided, That he and the owner or the owner's duly authorized attorney in fact
can agree upon a price: And provided further, That the price shall be the value of
the land and the Secretary shall not diminish it because of any defect or incom-
pletion of the entry filing or because of lack of possession: And provided further,
That in the event that such owner, after offering to so sell to the United States of
America, is unable to agree with the Secretary on the price to be paid, that there-
upon such owner may sell to any other purchaser, and In that event, the Secre.
tary shall put such purchaser in possession and protect such possession.

"SEC. 3. Be it further enacted, that the Secretary of the Interior be, and he is
hereby authorized, Instructed, and empowered to take possession of all of the
lands described in section I hereof except such portions as have been filed on by
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homesteaders as described and protected by sections 1 and 2 hereof, and also.
except such portions, if any, as were actually granted by Mexico by valid grants,
limited to the amount grantable under Mexican laws, and duly executed prior to
May 13, 1846, the date fixed by said treaty, and to improve and develop same, and
the natural resources thereof and to also operate all oil and gas wells and mines
and developments of mineral thereupon until such time as same may be leased
under the laws in force for leasing gas, oil and mineral properties and rights.

"SEo. 4. Be it further enacted, that the Secretary of the Interior be, and he is
hereby, authorized instructed and empowered to demand collect, and recover
the market price at the time taken and withdrawn of all oils, gas, and minerals
taken or withdrawn from any and all of the lands described in section 1 hereof
except such portions, if any as were actually granted by Mexico by valid grants
limited to the amount graniable under Mexican laws and duly executed prior to
May 13, 1846, the date fixed by the treaty, from the parties who took or withdrew
same; and any and all moneys collected hereunder, either with or without suit in
the name of the United States shall be held as a sinking fund for the payment of
any bonds the Reconstruction Finance Corporation has been or may be authorized
by the Seventy-third Congress to issue, or shall be paid in to the Treasury in the
discretion of tie President."

DATA IN SUPPORT OF AMENDMENTS 6 AND 7

I have stated that many corporations are working now, speeding production
so as to evade paying the processing tax provided under the act to relieve the

* existing national economic emergency by increasing agricultural purchasing
power, to raise revenue for extraordinary expenses incurred by reason of such
emergency, to provide emergency relief with respect to agricultural indebtedness,
to provide for the orderly liquidation of joint-stock land banks, and other pur-
poses.

That will create a great stock of goods against limited purchasing power, unless
something is done to create new demands for processed products.

This demand can be created in 60 days by the speedy adoption of amendment 7.

NOW EXISTING ORGANIZATIONS CAN DIVIDE THE TASK OF PROVIDING IMMEDIATE
EMPLOYMENT FOR OVER 11,000,000 UNEMPLOYED

If amendment 7 is adopted, the following suggests an equitable basis for existing
institutions and organizations to divide the task of providing immediate employ-
ment for over 11,000,000 unemployed:
The 48 States agree to find employment for 5,000 unemployed each,

making a total of ----------------------------------------- 240, 000
The 3,073 counties of the United States agree to find employment

for 400 unemployed each, making a total of ----------------- 1,229, 200
Electric railroads of the United States employing on the basis of 10
Percent of their 1930 average of 200,000 employees ------------- 20, 000

Other railroads, transit lines, bus lines, etc., employing a total of
over 500,000, on the basis of adding 10 percent to their employ-
ment roll ------------------------------------------- 50,000

Telephone and telegraph and radio interconnection companies of
the United States employing on the basis of 10 percent of their
1930 average of 400,000 ------------------------------------ 40,000

Public utilities and power and light corporations of the United
States, on the basis of 15,600 establishments, employing 10 percent

of their 1930 average of 1,000,000 employees ------------------- 100, 000
Banks (50,000 large and small), stock and bond brokers, insurance

companies, real estate and holding companies, or over 100,000
establishments, on the average of 2 persons per establishment..- 200, 000

Total possible employment ------------------------ 11, 930, 200
Assuming that the Federal Government makes loans to the States, counties,

and cities of $20 per capita of their population to enable thorn to employ 5,000,000
persons for 6 months in making general Improvements in which they can be put
to work immediately, with the aid of a list of 100 such items work to be done
to be supplied by the Federal Government.

The purchasing power of the 5,000,000 will create immediate business for the
retail stores. They will be justified in stocking up to replenish their depleted
Inventories. That will create immediate business for the wholesalers and dis-
tributors and the manufacturers and the other groups listed above.
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While Congress may not legislate that these groups shall employ, the communi-
ties where the stores and establishments are located may well impose a moral
duty upon themselves and the stor and establishments to see that the retail
stores, wholesalers, and distributors do employ a person each from the day the
legislation goes into effect and that the others employ in the proportions given
above.

The collective volume of the 11,930,000 newly employed in purchases, banking,
and general activities will remove the ton of weight of depression from the road to
the goal of prosperity and will also create large demands for processed products.

TO WHAT EXTENT CAN PURCHASING POWER OF AMERICAN PEOPLE BE DEVELOPED
BEYOND THE 1929 MAXIMUM CONSUMPTION

It is safe to say that most of the losses and difficulties that have resulted from
the United States dealing with foreign countries have been the result of an
obsession to the effect that the people of the United States cannot consume 90
percent of what the United States produce.

Senators are familiar with the fact that my discovery of the $500,000,000,000
discrepancies between the reported national income of the United States and the
actual income of the 4 percent population and 509,000 corporations shown by
their income-tax returns has established that less than I percent of income of the
United States came from exports.

They are also familiar with the vast mass of statistical data and economic
studies which I collect ad for my works:

The Financial Constitution of the United States.
The Guide to United States Credit and Financing.
The Guide to the United States Currency System.
The Guide to the United States Public Debt.
The Guide to the War Debt and History of the 11 Billion Dollar Foreign Bonds

Held by the United States Government.
The Guide to the Emergency Banking Acts and Regulations.
This last guide is now being published by the National Bankers Service, of

Columbian Building, 416 Fifth Street, Washington, D.C., which has kindly cqn-
sented to making available part of the data for use by the Congress in these con-
siderations of national legislation.

At all turns, in any discussion of the prospects of economic recovery we are
faced with the question:

"To what extent can the purchasing power of the people of the United States
be developed to consume American products?"

That was one of the first questions asked of me by Senator Robert F. Wagner in
August 1931 when I first proposed the National Recovery Act as a bill that he
might introduce when Congress convened.

Congress was not in session then. I had proposed the plan and the making of a
Nation-wide survey of the needs of the States, counties, and municipalities, so as
to put their unemployed to work.

In response to my announcement the Hearst newspapers wanted to make the
national survey. They had my plans in June 1931, but Mr. Hearst was away.
Consideration was delayed.

Finally, in August 1931, Mr. E. D. Coblentz, the editor of the Hearst group,
returnedfrom his vacation, went over the plan, and was so impressed that he
arranged for special conferences, and asked Senator Wagner's opinion. I spent
3 hours with Senator Wagner, and one of the important questions we considered
was the consuming capacity of the population of the United States.

The same subject was foremost in the discussions with Senator Robert M.
La Follette, that same year, before Congress convened. We went over the
records which we had prepared, and it became evident that the people of the
United States could consume everything that the Nation could produce.

I submitted to them then, as I have been submitting since, that the evidence
shows that the people of the United States consumed 99 percent of the products
of the United States. The misunderstanding came from propaganda and from
the fact that the Federal Government has never tabulated the gross income show.m
by the income-tax returns of the individual taxpayers.

The Bureau of Internal Revenue of the United States Treasury has, however,
tabulated the gross incomes of the corporations that have made tax returns,
and have shown that, for instance, in 1929, the 509,000 corporations making
returns had a gross of $160,621,000,000, with a net of $11,653,886,000.

Applying the same ratio of net to gross, for the $25,800,735,000 net shown by
the individual income-tax returns for the 4,044,327 individuals who reported in
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1929, the gross income of those Individuals would figure out at about $300,000,-
0000000, with a net "dividend" of over 8 percent on the $300,000,000,000?

Likewise we find that the total gross income of the 509,000 corporations and
the 4,044,327 individuals aggregated $460,621, 000,000, with a net of $36,454#-
621 000, with a generous 8 percent net dividend.

The 4,044,327 individuals represented less than 4 percent of the population
of the United States in 1929.

The balance of the population also had an income, but we do not know what
that was. We only know that 48,000,000 were reported in the census of 1929
as being gainfully employed, and that there may have been hundreds of thou-
sands not "gainfully employed" living on dividends from investments in cor-
porations.

Unfortunately Mr. Hearst must have misunderstood the plan when explained
by his representative over the trans-Atlantic telephone, and when the Hearst
newspapers came out with a plan it was for $5,000,000,000 for public buildings
instead of being for putting the unemployed of the 48 States, 3,072 counties, and
16,598 municipalities to work in general improvements that could be undertaken
immediately, as I had proposed. Thereupon President Hoover condemned the
public.buildings proposal as impractical, requiring years of preparation, and
asked that the national recovery plan be tried first by means of extending credits
to the banks, railroads, and other corporations.

The theory was that when that credit was extended the banks would extend
credit to the industries, and they and the railroads would put the unemployed
to work.

What actually happened was that the banks did not extend the credit and the
rail onads used the borrowings from the Reconstruction Finance Corporation
largely to liquidate their loans from banks which controlled to a large extent
their policies. They liquidated large loans from foreign capital and large masses
of gold was sent to Europe that came from the loans made by the Reconstruction
Finance Corporation.

In other words, the people of the United States were again and again deprived
of the opportunity of proving that they could consume the 99 percent of the
products of American industries.

Many Senators and Representatives who received copies of my plan and wrote
to me about it, will recall that the principal feature was the creation of purchasing
power and consumption of necessities and commoditie. throughout the United
States. I sent the analysis already cited.

I also made the list of 100 or over possible Improvements and replacements
and activities that can be put into effect immediately by all the States, counties,
and municipalities, which I am submitting for the record.

To answer the questions, particularly of Senator La Follette and Senator
Wagner, I secured data showing that even in the banner year of 1929 there were
at least 10,000,000 people in the United States who did not earn enough to buy
even necessities, and were prospective buyers of both, necessities and commode.
ties, forming a reat potential market, right here in the United States. Here are
some statistics I have gathered on the subject:

POSSIBLE SOLUTION OF PROBLEM OF INCREASING BUYING CAPACITY OF MILLIONS OF
UNITED STATES WAGE EARNERS SHOWN BY AVERAGE WAGES AND PERCENTAGE OF
WAGES TO COST OF MANUFACTURED PRODUCTS

A possible solution of the problem of increasing the buying capacity of mil-
lions of United States wage earners is shown by the following table of average
wages and percentage of wages or labor cost to the value of the manufactured
products In the prosperity year of 1929:

Percent
of labor

Average cost to
Industry 1aes M value of199 manufa0.

tured
products

Printing ........................................................................ $.1,88 14.8
Automobile ..................................................................... 1,621 9.8
Foundries and machine shops ................................................... 1,498 24.9
Furniture ....................................................................... 1,238 28.2
Brick and clay .................................................................. 1,148 86.4
Lumber ........................................................................ 1,021 82.9
Knit goods and hosiery ......................................................... 1,011 23.4
cotton ........................................................................ 783 21.4
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In other words, during the prosperity year of 1929 the half million workers

who converted the raw cotton into the textiles that are the basic products of
many industries received 21 percent of its value, but it amounted to only $753
per year. That has been reduced since to an even lower percentage. The
average wages for all industries for the year was $1,306 per year, or 16.4 percent
of the total value of the manufactured products.

It would be absurd to argue that it would have been excessive or hurtful in
any way to have increased the average wages of the last six industries to $1,500
per year.

Any doubts on that point are removed by the statistics given in the following
statement by the Department of Commerce:

"Wage cutting does not mean curtailment in the cost of manufacturing.
Wages only amount to 16.2 percent of factory cost, and a 10 percent cut in wages
results in a saving of only 1.6 percent.

"Real wages-by that I mean wages In relation to cost-never were inflated.
From 1921 to 1929 real wages increased only 13 percent. During this same
period returns to industrialists grew 72 percent, and in the same year dividends
in industrial stocks and rails grew 256 percent.

We see, then, that between 1920 and 1929 the banks and investors received
an increase of 256 percent on their investments in industrials and railroads, the
industralists themselves received 72 percent increase, but labor received only
13 percent increase.

Had the banks and investors received only 100 or 150 percent increase, with
the balance to the industralists and labor, or had the banks and investors ab-
stained from sending their earnings abroad, the United States would have con.
sumed everything that its industries produced and much that other countries
produced.

We see further that labor cost has been only bout 10 percent of factory pro-
duction cost.

Increase it to 20 percent and you will make it possible for 20,000,000 workers
to increase their buying of commodities and support of United States industries
to an extent greater than was attained by the combined efforts of the indus.
tries, the financiers, the loans of some $15,000,000,000, and the United States
Government in increased exports.

That would have solved the problem of consuming the 5 or 10 percent increased
p reduction of our industries, by creating the power of consumption at home,
to the benefit of the Nation as a whole, since increased consum tion means
increased income to all the industries, increased dividends to securities holders,
and increased taxes paid in the United States Treasury.

It would also have benefited the foreign nations, as it would have increased
our purchases and spending abroad through trade channels, which distribute
the benefits more generally than by sending our money abroad through banking
channels in the form of loans. That opportunity of insuring American pros-
perity was entirely. overlooked.

The Nation accepted the statements of ill-advised persons who alleged that
wages were too high, and they have actually been cut so far down that same
10,000,000 workers receive only from $500 to $750 per year.

Those who received the large dividends from American industries were inveigled
into allowing their money to be invested largely in foreign securities, and their
spending capacity in the United States was reduced, thereby depriving the
United States industries of the benefit of the support from those who had been
enriched by the earnings of American industries.

HOW PART OF THE OUTCOME OF THE HUGE INCREASED PRODUCTION OF AMERICAN
INDUSTRIES COULD HAVE BEEN CONVERTED INTO INSURANCE AGAINST DEPR8S-
SION

A review of the statistics and events since 1923 show conclusively that-
1. American prosperity was bottomed on the solid bedrock of American

consumption of over 99 percent of the products of its industries;
2. That the amount of exports was so close to the amount of imports that

the balance in favor of the United States was insignificant;
3. That while the value of manufactured products of American industries

increased enormously the wages paid by those industries only increased from
$11,007,000,000, in 0423, to $11,421,000,000 in 1929, or less than half a billion
dollars;

176260-83--.-9
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4. That the population of the United States could easily have consumed that
5 or 6 percent of products that went in exports and more, if the wages of the
20,000,000 or so wage earners who earned only between $750 and $1,100 per
year had been increased to only $1,200 per year out of the huge earnings of
the industries, instead of diverting those earnings to foreign investments;

5. That the capacity of the population of the United States to buy com-
modities will not be reached even when the consumption has attained the stu-
pendous sum of 1,000 billion dollars per year.

Having been advised that the 1,000 copies of the hearings held on the 30-hour
week bill have been exhausted, and the data and economic surveys which I
supplied in connqction with that bill are no longer available for the study of
this bill, I submit herewith copies of some for the record, as has been suggested
by Senators.

This bill is the only general measure for aid to the Nation. It can be made a
most beneficial instrument, provided it is amended to provide work in the 48
States, 3,072 counties, and 16,598 municipalities when the act goes into effect.

The major amendment which I propose provides for putting close to 12,000,000
persons to work in 60 days, in making improvements, repairs, and restorations,
and renewing civic and social activities which have been in arrears for a numberof years.o another amendment would provide a "coordinator" of work, who would

endeavor to see that workers be kept employed, so as to avoid accumulations of
unemployment.

My surveys show that there is ample work to keep all the workers employed
at all seasons, particularly if it is put into effect with the immediate employment
of 12,000,000 unemployed to create purchasing power.

It is my belief that this legislation, with the amendments I propose, will
accomplish the following results:

1. Carry into effect the plank in the Democratic platform which reads: "We
advocate the extension of Federal credit to the States to provide unemployment
relief wherever the diminishing resources of the States make it impossible for
them to provide for the remedy; expansion of the Federal program of necessary
and useful construction affected with a public interest, such as adequate flood
control and waterways."

2. To solve the problem of making the Nation's $25,000,000,000 now idle con-
tribute to put to work the Nation's 13,000,000 unemployed.

3. To solve the problem of enabling the 48 States, 3,072 counties, and 16,598
municipalities to borrow sufficient funds at low rate of interest to put their
unemployed to work at making much-needed improvements which will benefit
all the major industries besides creating Nation-wide demand for commodities.

4. To solve the problem of distributing relief funds through the 48 States,
3,072 counties, and 16,598 municipalities fn a way that will increase consump-
tion of commodities and industrial products, restore their value and prices, and
contribute to restoring incomes thereby starting national recovery.

5. To solve the problem of distributing currency through the Nation, particu-
larly outside of the Federal Reserve centers, where the shortage of currency is
still the outstanding problem obstructing the efforts to reestablish normal flow
of banking and business.

6. To stop the Nation-wide liquidation at bankruptcy prices, which has been
causing new declines in the earnings of industries.

7. To aid in restoring the normal operations of the Nation's 20,000 banks and
financial institutions, safeguarding the $45,000,000,000 deposits of 30,000,000
depositors.

8. To coordinate the requirements of the 48 States, 3,072 counties, and 16,598
municipalities in a way to distribute the demand for materials and the employ-
ment of labor so as to derive maximum benefit for the Nation as a whole.

9. For instance, over 10,000 municipalities and counties need an average of
5 miles of new water mains each. That 50,000 miles of new water mains will
keep the iron works of the Nation busy fer several years, and laying the water
mains will employ an army of men. The work should be so distributed, season-
ally and geographically, to afford maximum employment during seasons when
there is slack in other industries.

The surveys and reports that follow are only part of the data which
I can supply to fully establish the fact that the plan can be put into effect
immediately.
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It will be noted that the work proposed by my amendments will be financed

for 5,370,200 on the credit of the 48 States, 3,072 counties, and 16,598 munici-
palities. That work is to be general improving and restoring work, as shown by
the annexed list of possible activities:
CHECK LIST OF POSSIBLE IMPROVEMENTS FOR ANY STATE, COUNTY, AND

MUNICIPALITY

NATURE OF IMPROVEMENT

Airport improvements.
City area extension.
Artistic entrances to city.
Art center, civic.
Art exhibitions.
Auditorium.
Baseball diamonds.
Baths,. public.
Better homes planning.
Bridges, widening.
Bridges, new.
Bridges, repairing.
Buildings, public: Repairing, cleaning, new lighting, new heating, new equip.

ment, new plumbing.
Busses, motor.
Bus depots.
Camps for tourists.
Camps for families, Boy Scouts, Girl Scouts, school vacations needy mothers.
Celebrations: New Year, Lincoln's Birthday, Washington's Birthday, Easter

Sunday, Memorial Day, Flag Day, Independence Day, Labor Day, Columbus
Day, Armistice Day, thanksgiving Day, Christmas Day (organizing and hold-
ing as to stimulate employment and patriotism).

Child welfare.
City beautification.
City planning work.
Cleaning, street.
Clinic, municipal.
Comfort stations.
Community centers.
Community music.
Court buildings: Repairing, cleaning, new lighting, new heating, new ecuin.

ment, new plumbing.
Disposal of garbage, ashes, rubbish.
Disposal, sewage.
Docks, repairs, new.
Draining swampy lands and marshes.
E educational organizations.
Electric lighting improvements.
Employment bureau.
Fire-department equipment.
Fire houses, improvement.
Flood-prevention planning and construction.
Fuel yards, municipal.
Garages, municipal.
Golf courses, municipal.
Grade-crossing elimination.
Harbor development.
Health, public, development.
Highway improvements.
Hospitals, improvements.
Housing, planning improvements.
Jails, Improvements.
Laundries, municipal.
Libraries, public.Markets, improvements.Maternity a d.

Mosquito extermination.
Motor trucks for street cleaning and flushing.
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Museums, new and repairing
Parent-teachers aid.
Parking areas, municipal.
Parks, extension and improvement.
Paving streets.
Planting trees, streets and other public places.
Playgrounds, improvements and extension.
Police department, improvements, new equipment, etc.
Poor relief.
Public schools, new buildings, equipment and improvements.
Public works, new and improving.
Recreation facilities.
Relief, emergency service.
River fronts, beautifying.
Roads, construction and repairs.
Safety, public improvements.
Sanitation, municipal.
Segregation of traffic by grade separation, two-level drives, etc.
Sewage-disposal improvements.
Snow-removal planning and equipment.
Stadiums for public sports, etc.
Summer camps, public.
Terminal facilities.
War memorials, renovating.
Water-works construction and improvement.
Water mains, new water main, cleaning and renewing.
Women's hospital and aid service.

CHECK LIST OF BENEFITS AND ADVANTAGES AFFORDED BY TIlE PLAN TO MAKE
LoANs TO STATES, COUNTIES, AND MUNICIPALITIES UP TO $20 PER CAPITA
OF THEIR POPULATION

The proposed plan to make loans to the 48 States, 3,072 counties, and 16,598
municipalities up to $20 per capita of their population has numerous benefits
and advantages. The author, Henry Woodhouse, first proposed the plan in 1930,
and from the discussions that have resulted has made the following check list:

1. It will rid the Nation, and if followed by other nations may rid the world,
of the tragic paradox now existing, heretofore expressed by the author as follows:

"The country is paralyzed by the tragic paradox of industries idle for want
of capital while central banks have billions of dollars of idle funds; millions
of people in forced idleness when there is work to keep them busy for 10 years
to come; millions suffering from want of food, shoes, and clothing, and having
to deprive themselves of home comforts while food, shoes, and clothing and
things that make for home comforts fill idle factories and storehouses; and of
the thinking world dreading the possible outcome of employing the idle labor to
produce more goods, for which there are no markets, as much as the possible
harm that may come to society if the millions are not employed."

2. It will bring into being an agency that will receive and utilize the funds of
the thousands who are willing to lend to the Government for the States, counties,
and municipalities, who express their desires somewhat as follows:

"I would gladly invest part of my income toward lessening unemployment if
I could only find an organization or something to which I can contribute part
of my income whenever I can spare it, with the assurance that it will not be
employed to create some other difficulty by producing additional goods for the
competitive market, clogging the avenues of industry and commerce with addi-
tional products, for which markets must be found, or creating other objection-
able problems.'

3. It will enable the Nation to put the unemployed to work at one third of the
present cost of the bread line and insure the Nation against repetition of such
calamities as being suddenly paralyzed or affected by events that impair con-
fidence by increasing the percentage of working capital in business, which is
now so low that over 90 percent of the business Is done on credit, which credit
Is affected when confidence is affected.

4. The plan would undoubtedly have prevented the sudden drop of $50,000,-
000,000 in the market value of American stocks listed on the stock exchange
in the fall and winter of 1929 and would have minimized the causes of the waves
of depression that followed, which paralyzed the Nation's industries.
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5. It is self-financing and self-extending in accordance with the will of the
people of the States, counties, and municipalities, thereby supplying a solution
based on the fundamental principle of public determination established by
George Washington and those associated with him in the framing of the Con-
stitution of the United States, and will extend in proportion to the desire of
the people to participate in it.

6. It improves the national morale by providing permanent antidotes against
national concern and collective worry over contingencies, by supplying assur-
ances for the employment of possible surplus labor and utilization of possible
surpluses of industries $n all of the 48 States, 3,072 counties, and 16,598 munici-
palities of the United States.

7. It affords a plan that can be adopted and endorsed without fear by every
Government official and Member of Congress, irrespective of political parties
and can be participated in by people of all classes, conditions, creeds, political
affiliations, anywhere and wherever they may be.

8. The plan provides for benefiting all parts of the United States alike, on
the equitable basis of population distribution, affording self-determining means
of distribution of the funds according to the judgment of those elected by the
people to administer established institutions in the 48 States, 3,072 counties,
and 16,598 municipalities of the United States.

9. Will provide a medium for temporary or permanent investment of idle
funds affording the assurance to the Investor that his funds, made available
through the Federal Government, will be employed for the broadest form of
national welfare, aiding all the established financial and industrial institutions.

10. It will not disturb existing investments, as the funds are quickly put
into circulation, and will return to the banks within from 10 to 30 days after
the payments, so that there will never be large sums outstanding.

11. Provides an economic system tbat may be used henceforth for reducing
property and wide economic inequalities and prevent their reoccurrence.

12. Provides funds for State, county, and municipal, civic, and social improve-
ments that have suffered heretofore from inability on the part of States, counties,
and municipalities to obtain appropriations or to borrow for such purposes.

13. Provides for utilization of idle resources of the Nation to solve national
problems of unemployment.

14. Will increase buying power of all classes throughout the Nation and
benefit all industries and professions.

15. Relieves the United States of necessity of resorting to paying dole to
the unemployed, as England, Germany, and other countries have been obliged
to do to prevent social, economic, and political evils that may arise from allowing
millions to face total destitution without actual relief.

16. Provides an elastic institution for taking care of unemployment caused
by seasonal depression, industrial readjustments, etc.

17. Supplies a metns for people to save themselves from destitution by
working.

18. Stimulates national prosperity by placing and keeping capital in circula-
tiongeographically and through all the units of economic and social fabric of
the Ufnited States.

19. It is capable of being extended in volume by public subscriptions, in-
creased Federal appropriations, or by contributions by the States, counties,
cities organizations, corporations, and individuals, either as investments or as
donaions.

20. The phn is a constructive one, simple and cap tble of immediate applica-
tion, since the States, the counties, and the municipalities are duly organized
and can act instantly.

21. It is entirely nonpolitical and does not create political preferments or
political distinctions.

22. It is operated through established institutions, thereby avoiding objection-
able features of widespread bureaucracy, or similar evils arising from abuses of
power.

23. It does not add to the evils that have arisen from overstimulating com-
petitive activities, as there will not be any competition except in excelling in

beautifying and improving States, counties, and cities, solving social and eco-
nomic problems, and removing vast economic inequalities.

24. While solving problems that perplex classes of people and sections of the
country, it avoids the evils of class or sectional legislation.

25. Relieves the established channels of trade and commerce of such obstruc-
tions as unemployment, surplus stock in hand, etc., by putting the unemployed
to work and making them consumers of products.
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26. It provides self-regulating means for the equitable distribution of the
funds throughout the United States.

27. Is free of the objectionable features of "pork-barrel" measures.
28. Will aid all businesses in every part of the country by creating consump-

tion of commodities and necessities.
29. It avoids the abuses that crop up through arbitrary withdrawing or

granting of support to favored sections or friends of officials in charge of Fed-
eral or State of administration of funds and awarding of contracts by providing
for the widest geographic distribution according to population.

30. Aids in maintaining the high standard of living that has prevailed in the
United States.

31. Removes the conditions that have threatened the lowering of the high
standard of living.

32. Avoids the possibility of decreasing prices by artificial stimulation of
production that would come if the measure provided for the employment of the
millions of unemployed in producing goods.

33. Avoids the evil of employing the unemployed in increasing exportable
surpluses at a time when the world is burdened by surpluses.

34. It affords the opportunity of concentrating on activities requiring the
maximum employment of labor when labor is most plentiful, and to shift to
activities requiring minimum amount of labor when it is scarce.

35. It makes possible the concentration of efforts in activities that are facili-
tated by seasonal advantages.

36. Will serve as a checi on factors that artificially cause the rise or lowering
of cost of living, with the attendant evils.

37. Will avoid affecting artificial increases in prices by creating sudden arti-
ficial demand.

38. Will not bring about artificial or damaging alterations in the cost of
living.

39. Will not affect or be affected by possible tariff changes and will not require
protection by tariff measures, as no foreign products may be bought with suchfunds.

40. Supplies an organization that may employ the youth of the Nation that
must work its way through college or school, thereby repairing some of the
damages to general education caused by the depression.

41. It will be beneficial to this and the next generation, who will share in
paying the costs of the damages wrought by depression, thereby avoiding the
burdening of one generation to benefit another.

42. Does not produce marketable goods, therefore does not compete for
market advantages.

43. Relieves millions from worry and sickness caused by worry, deprivation,
idleness, and misery.

44. Does not provide for charitable reliefs, but lifts the needy out of requiring
charitable relief.

45. Does not interfere with established institutions for the control and dis-
tribution of exports and imports.

46. Is beyond the reach of speculators.
47. Is unaffected by changing conditions.
48. Is unaffected by seasonal fluctuations.
49. Is capable of adjusting itself to expansion when seasonal depressions

increase unemployment and contraction when seasonal occupations decrease it.
50. Stimulates patriotism.
51. Stimulates thrift.
52. Cannot be used to cause fluctuations in prices or to benefit hidden operators.
53. It can employ, in its National, State, and civic execution, the patriotic

social, philanthropic, trade, professional, artistic, literary, historic agencies and
organizations that have aidedin the past and are interested in aiding to improve
conditions.

54. The bonds or other securities that may be sold to finance this plan afford a
sound financial investment besides bringing the collective benefits of solving the
problems at hand and the satisfaction of contributing to such a good cause.

55. It converts poorhouses into community centers.
56. Does not permit monopolies.
57. Avoids and checks the disturbing effect of wide emigrations of capital and

labor by affording employment of labor and capital in all the States, counties,
and municipalities at the same time.

58. Is free of possibility of profiteering, waste ,and excess middleman profits.
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59, Does no require the enactment of legislation by States or ordinances by

counties and municipalities for their participation in the distribution.
60. Does not infringe or prejudice in any way any of the established institu-

tions; on the contrary, it aims to solve problems affecting them all.
61. Does not involve any compulsory requirements.
62. Does not contravene constitutional, State, or other statutory provisions.
63. Does not invade State rights or county or municipal prerogatives.
64. Does not involve price fixing and its attendant evils as most relief measures

pro pose.65. It avoids all antidumping evils.

66. Will not tend to supply the people of foreign countries with cheaper food
and cheaper commodities at the expense of American industries, as most relief
measures have proposed.

67. Does not give aid to foreign competitors at the expense of American
taxpayers.

68. It is strictly American in its application, therefore does not involve con-
sultations with foreign nations, modifying existing treaties, negotiating new
treaties or any foreign considerations.

69. Nevertheless, it tends to benefit the world by making greater distribution
of money which has been accumulated during the past few years of economic
upsets, so that a larger number of Americans, who are notorious spenders, may
have more funds to spend in travel and purchases than ever before.

70. Does not exclude but is open to a participation by the people of all coun-
tries, who may be desirous of sharing by investing their funds in the United
States, or by copying the plan.

71. The plan will supply a pattern for the nations of the world, who will
welcome the opportunity of applying it to solve the problems that have been
darkening their national and individual horizons.

72. It will be a protective force to the United States in the event that groups
of international bankers who represent resources aggregating upward of $50,000,-
000,000 should attempt to precipitate a financial crisis in the United States by
making sudden, concerted runs on the United States, as they did on the United
States in September to December 1929; on Germany in June 1931; and on
England in July and August 1931; and on the United States since.

73. It will remove the business and financial systems of the United States
from their present dangerous position of close connection to the nervous economic
systems of Europe, which results in the United States suffering from depressing
fluctuations whenever the meanest and smallest parts of the European stems
are caused to shiver by causes which would not otherwise affect the United
States.

74. It will fortify the United States against being again severally affected by
foreign panics, political upheavals, struggles for the control of vast economic
resources destructive competitions, international animosities, and similar causes.

75. Being based on the plans made by George Washington to solve problems
similar to the problems that perplex the nations of the world today, and being
capable of providing greater benefits on account of the greatly increased resources
of the United States, it is reasonable to expect that the statesmen of foreign
countries will find it as beneficial as Washington's original plan.

Although Washington's resources were limited, he made the youthful United
States such a paragon of safety and prosperity among the nations that the
British Prime Minister, the Earl of Shelbourne (afterward Marquess of Lans-
downe), in writing to him in 1794, introducing no less a personage than the
famous French statesman, Talleyrand, hailed Washington in the following words:

"In the present situation in Europe, he has nowhere to look for an asylum
except in that country which is happy enough to preserve its peace and its
happiness under your auspices, to which we may be all of us in our turn obliged
to look up, if some bounds are not speedily put to the opposite storms of anarchy
and despotism, which threaten Europe with desolation.

AMENDMENT PROPOSED BY HENRY WOODHOUSE TO PROVIDE A COORDINATOR

There is hereby created a Federal labor coordinating bureau which shall be
administered under the direction of a Federal coordinator (referred to in this act
as the "coordinator") to be appointed by the President, by and with the advice
and consent of the Senate.
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The coordinator shall receive a salary to be fixed by the President and neces-
sary traveling and subsistence expenses within the limitations prescribed by
law for civilian employees in the executive branch of the Government.

It shall be the duty of the coordinator to-
1. Prepare and maintain a list or lists of possible sources of employment,

covering the 48 States, 3,072 counties 16 598 municipalities, and the subdivisions
and agencies thereof, now listed in the census Report of the population of the
United States.

2. To prepare and maintain surveys and charts giving comprehensive sta-
tistics of the geographical and seasonal distribution of work.

8. To prepare and maintain surveys and charts giving accurate statistics of
the percentage of workers employed in the various industries, professions, and
occupations over a period of 20 years, to facilitate estimating possible work for
different branches of human endeavor on a regular normal, balanced schedule.

4. To prepare and maintain surveys and charts giving accurate statistics of
seasonal requirements of labor of different industries in different geographical
divisions.

5. To prepare and maintain surveys and charts giving accurate statistics of
the economic dislocation wrought in recent years by floods, earthquakes, droughts,
and cther catastrophes, particularly as they affected homes and home owners
and indicating the measure of relief which would have restored the areas affected
to their normal status and prevented the laws of diminishing return from operat-
ing to the disadvantage of the Nation as a whole.

LETTER SENT TO MEMBERS OF CONGRESS BY HENRY WOODHOUSE POINTING OUT
THAT 12,0U00,0 UNEMPLOYED COULD BE PUT TO WORK IN 60 DAYS

After the discovery of the evidence that the national income of the United
States had been over $400,000,000,000 per year instead of one tenth that amount,
as had been reported, I wrote to the Members of Congress pointing out how
12,000,000 unemployed might be put to work in 60 days by employing a portion
of the newly discovered vast assets.

Following is one of my letters to the Members of Corress, which brought
requests for additional information and popularized the plan to provide direct
relief to relieve unemployment and distress:

DEAR CONGRESSMAN: 1. Please find enclosed the outline of a plan that shows
how the 11,900,000 unemployed can be put to work in 60 days, at one half the
cost of feeding a small percentage by the charity and bread-line process.

2. As it is a simple plan, and there are (a) the work to be done, (b) the money
with which to pay for the work, (c) the 12,000,000 unemployed crying for work,
and (d) the Nation waiting for the destitutes to be restored to the ranks of pur-
chasers I hope that you will take immediate steps to resolve the plan into
legislation, so the Nation may start on its way to recovery before the miseries of
winter drive the millions of destitutes to despair.

3. This plan is backed by an extensive economic survey which will answer,
I believe, every question that may occur to you on the subject. Appreciating the
importance of supplying such data quickly, I shall stay in Washington as long
as necessary to aid in meeting the national emergency. Please address me at the
Willard Hotel, Washington, D.C.

4. Do not hesitate to send me as long a list of questions as you wish me to
answer. I had as big a task, you recall, during the World War, when I made
the first scientific survey of the United States economic resources. In the midst
of it President Wilson asked Mr. Eugene Meyer (the present Governor of the
Federal Reserve Board) to have a survey of national scope made. I was selected
to maike that survey and completed it in 2 weeks

5. 0. was then that those of us who were designated as "scientific econo-
mists" arged the Government to provide to make annual estimates of gross
national ixcoine instead of merely figuring the taxable income. As you know,
that was never done, and the Nation has been run on the erroneous notion
expressed by the unfounded formula that the exports represent 10 percent of the
gross receipts of the United States.

6. It is shown by the records that for a number of years I have pointed out
to the leaders of Congress that the accepted formula by which the national
income was estimated, which was to the effect that the exports represented
10 percent of the gross receipts, was wrong by over $300,000,000,000 per year,
and that the exports did not represent 2 percent of the gross income.

7. Finally, at the last session of Congress Senate Resolution 220 was adopted,
requiring the Secretary of Commerce to transmit to the Senate an estimate of
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the national incomes for 1929, 1930, 1931. But the Secretary stated that it
was an enormous task, and he was given until December 15, 1933, to present
that estimate.

8. You will be glad to know that you and other leaders of Congress will not
have to wait until December 15, 1933, for the Secretary of Commerce to report
on the estimated national Income of the United States as required by Senate
Resolution 220.

9. Appreciating that such estimates are of vital Importance for planning
national recovery, relief, taxation, National Budget, and to deal with other
national and international questions, I decided to prepare such estimates.

Having had 20 years of experience as "scientific economist", and owning
the world's largest collection of historic documents and records, which give
the vital statistics since the founding of the United States, I had the basic
data.

The Governor of the Federal Reserve Board, and the Secretary of the Treas-
ury, and other officials, cooperated cordially by supplying much of the data
I asked for, for use in completing the estimates.

10. As a result I can now supply accurate estimates of the gross national
Income of the United States, and can show from these that-

(a) The national gross income has been and is over 400 billions per year larger
than had been estimated. Therefore, our national resources are greater.

(b) The gross income from exports has been less than 2 percent of the national
gross income, therefore the United States is not dependent on Europe for its
economic Independence.

(c) The people of the United States can consume the entire production of the
United States, and we are therefore, not dependent upon foreign nations.

After reading the foregoing, please let me know the data you desire to see, ask
any questions you wish me to answer, and advise when you will have time to
confer with me on the subject.

Cordially yours, HNRY WOODOUS,

Chairman National Recovery Council.

NATION'S CREDIT RESOURCES CAN EASILY FINANCE PROSPERITY PLAN

(By Henry Woodhouse)

The Nation's credit resources can easily finance the plan to restore propsperity
by making the loans to the States, counties, and municipalities. Convincing
evidence that such is the case is shown by the following statistics.

1. The Comptroller of the Treasury for 1932 shows that 19,163 banks in the
United States reported having deposits aggregating $45,390,000,000, and re-
sources aggregating $57,245,000,000.

2. That $45,390,000,000 represents 29,197,561 different deposit accounts.
That had been overlooked when it was surmised that there was a general hoarding.
It is now evident that if each depositor had only drawn $200, it would have
required a total of $5,839,412,200 of currency, in addition to the currency re-
quired by the balance of the population and the reserve of cash required for the
conduct of the Nation's business.

3. The Treasury shows that the highest aggregate of currency in circulation
before the national bank holiday was declared was only $6,545,617,000, at the
end of February. That was only an increase of $942,000,000 of currency In
circulation for the year, and only represents a per capita of $52.23.

4. That indicates clearly that if $5,000,000,000 had been invested for work
for the unemployed there would easily have been that additional amount of
currency in circulation, while there would have been also less inducement for
people to want currency, as they would have had an opportunity to acquire
$5,000,000,000 in Government bonds, to hold in place of currency.

5. The records of the Treasury show that the gold in circulation on Feb-
ruary 28 was only $92,000,000 more than the month before and only rep-
resented an increase of $109,000,000 for the year, the total In circulation being
$571,337,000.

6. The insignificance of the Increase of gold In circulation is shown by the
fact that when England needed gold, the Federal Reserve Bank of New York
promptly arranged with New York banks to loan $200,000,000 in gold to the
British Government.

I



134 NATIONAL INDUSTRIAL RECOVERY

7. That comparatively small increase in demand for gold might not have
existed at all if the increase in circulation that would have followed the adop-
tion of the $5,000,000 000 bond issue had taken place.

8. The eagerness o? the public and banks to invest in United States Govern-
ment securities is shown by the Treasury records. Every offering made by the
United States Treasury of notes or certificates has been oversubscribed, although
some only paid interest as low as three fourths of 1 percent, and long-term
notes (5 years) only pay 2%-percent interest.

8. The oversubscription to Treasury offerings since July 1932 have been: The
July offering was oversubscribed by $4,850,000,000 the September offering by
$6,135 350,000, the October offering by $8,368,343,006, the December offering was
oversubscribed by the stupendous sum of $10,449,000,000-or over twice the
amount required for $5,000,000,000 relief-work program. The January offering
of $250,000,000 5-year 21-percent notes was oversubscribed by $7,802,000,000.

9. Funds paid to workers are spent largely in necessities and in commodities
and find their way into banks within from 1 week to 1 month. Therefore, there
is hardly any increase in currency circulation, the speed in circulation taking
care of the need for currency.

10. Likewise there are no large amounts of outstanding bank funds when the
banks subscribe to United States Government bonds, notes, certificates, or
Treasury bills for such purposes as financing anything that employs a large
number of persons.

11. When I pointed out that fact before the large financing of the World War
supplies people were skeptical, but they soon found that I had been correct in
my calculations. Wage money was spent or deposited almost as fast as it was
paid out, and the banks were ever ready to subscribe anew for Liberty bonds.

RECOVERY PLAN MAY ADD $20,000000,000 TO, VALUE OF SECURITIES AND BONDS
LISTED ON STOCK EXCHANGE, BESIDES HOLDING THE GAIN OF $14,88,501,62 MADE
IN JULY AND AUGUST 19 2

The combined buying power of millions of newly employed who will resume
the status of buyers of commodities as a result of the recovery plan, added to
the increased buying of the Nation's 1,500,000 retail stores whose business
will be stimulated by the buying of the millions of newly employed, will soon
be reflected in the earnings of the Nation's large industrials.

Increased earnings will soon be reflected by increased market value and
dividends of the securities which are held by hundreds of thousands of people
and banks, trusts, insurance companies, and other institutions.

Considering the advance of the market value of securities by $14,868,501,628
in July and August 1932, it may not be excessive to expect an increase in the
market value of the securities of up to $20,000,000,000, in addition to holding
the gains made.

During the month of July 1932 the shares listed on the stock exchange gained
a value of $4,861,279,888, and the bonds listed gained $1,261,999,683.

During the month of August a new gain was made by the shares listed aggre-
gating $7,287,742,341. The bonds registered a gain of $1,457,499,716, making
a total gain for the 2 months of $14,868,501,628.

Nevertheless, the total value of the shares listed on the stock exchange on
September 1, 1932, was only $27,782,501,805, which 4s less than one third of the
market value of the shares listed on September 1, 1929, which was $89,668,276,854.

The bonds listed on the exchange on September 1 1932, were valued at
$40,072,839,336, as against the value of the bonds istea on September 1, 1929,
which aggregated close to $47 000,000,000. Their depreciation has been much
less than the stocks. After dropping below $15,000 000,000, the listed stock
issues recovered, and during the month of April, 1633, they appreciated by
$6,901,216,000, and had a market value on May i, 1933, of $26,815,110,054 for

,21 isues aggregating 1,293,545,655 shares.

NOW THE RECOVERY ACT WITH AMENDMENTS WOULD AID THE RELIEF OF TUB
FARMERS

The farmers' problem is essentially one of finding people to consume his prod-
ucts, or to find work at other occupations when there are no consumers for his
surplus.

The amendments which I have proposed do both; they create a larger con-
sumption and create work at other occupations for the farmer.
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A study of the crops grown in the United States since 1899 slows the necessity

of solving the problem from both standpoints:

Crops of the United States

Year Corn Wheat Oats Barley Rye Cotton

Buhele Buwhe Buhetl Buehele Buheta Batts
1932 .......... 2. 908, 045, 000 726,831,000 1,242,437.000 229.950,000 39.855,000 12,727,000
1931 ........ 2,57,30, 000 900,219,000 1,117,970,000 198,389, 000 32,028,000 17,096,000
1930 ......... 2 081,048, 000 80,95,000 1, 402, 0,00 325,893.000 50, 234, 00 14,23,000
1929 ......... 2.8622,189, 000 806,58,000 1,2 38854, 00 307, 105, 000 40,269,000 14, 919, 000
1928 ........ 2,839,959,000 902,749,000 1,449,931,000 336,868,000 41,776,000 14,373,000
1927.........2,786,288,000 871,801,0 1,195, 008000 265,577,000 58,572000 12,789,000
1926 ........... 2,845,050,000 832,305,000 253,739,000 191,182,000 40,024,000 17,877,874
1025 ........... 2, 900, 51, 000 669,365,000 1,501,909,000 218, 002,000 43,096,000 1,104,000
1924 ......... 2,436, 00t, 000 872073,000 1541,90,000 187, 875,000 63,448,000 13,628,000
1923 ........ 3,054,395,000 875,741,00 ,299,823,000 198,185,000 3, 023, 000 10,081,000
192 ........... 2,90,020,000 867,598,000 215,808,000 182,068,000 108,362000 10,911,000
1921 ........ 3, 081, 251, 000 704,893,000 080,837,000 151,187,000 57,918,000 7,954,000
1920........ 3,23,387,000 789,878,000 1,524, 202,024,00 69,318,000 13,440,000
1919........ 2818,318,000 98279,000 1 ,0300 147,808,000 75,4,00 11,420,00
1918 ........ ,582,814,000 917,100,000 359,000 258,375,000 89,103,000 1000
1917 ........... 3, 065, 233,000 0865,000 1,02, 740, 000 211,769,000 62, 933,000 11,865,000
1916 ........ 2, 88, 241,000 639,886,000 1,251992,00 180,927,000 47,383,000 12,737,000
1915 ........ 2,994,793,000 1,026,801,000 1,540,030,000 228,851,000 54,050,000 12,862000
1914 ........... 2672,804, 00 891,017,000 1,141,060,000 194,953,000 42,778,000 15,136,000
1913 ......... 448,988,000 763,380,000 1121,788,000 178,189,000 41,381,000 18,101,000
1912 ...... 3,124,74,000 730,267,000 1,418,377, 0 223,824,000 35,664,000 14, M,00
1911 ......... 2,831,488,000 021,328,000 922,29,000 100,240,000 33,119,000 14,10,000
1910 ........... 2, 88, 260, 000 035,121,00 1,186,341,000 173,832,000 34,897,000 12,075,000
1909 .......... 2,552,190, 000 683,350,000 1,007,129, 000 173,321,000 29, 50, 00 10,513 000
1908 ........... ,0668,651,000 664,602,000 807, 15,000 104, 75, 000 31,851,00 13,817,000
1907........... 2#, 592,320, 000 634,087,000 751 443,000 153,318,000 31,58000 11,441,000
1906 ........ , 227,416,160 735,260,970 964,904,522 178,918,480 33,374,833 13, 40, 000
1905 ........ 2, 707,993, 40 692979, 486 963,216,197 136,85,020 28,485,952 11,234,000
1904 ........ 2,467,480, 934 552,399,517 894,595,562 139,748,958 27,241,515 13, 654, 000
1903 .......... 2, 244,178,925 637,821,835 784,004,199 131,881,391 29, 383,6416 10,002,000
1902 ........... 2, 523,648,312 670, 03, 008 987,842,712 134,54,023 3,830,592 10,674,000
1901 ......... 1,522,519,1891 748,460,218 736, 808, 724 109.933 904 30,344,800 10, 7, 000
1900 .......... 2,105,102,518 522,229,505 80 125,989 58,925,833 23,995,927 10,339,000
1899 ........... 2,078,143,933 547,303,846 790,177,713 73, 381,503 23,961,741 9,422i, 000

TWENTY TARIFF BARRIERS OBSTRUCTING WORLD TRADE

The problem of establishing the value of imports for duty purposes is one of
the greatest problems obstructing the flow of world trade. But even more
difficult is the task of establishing uniform tariffs.

To expect the nations of the world to agree on a principal of tariff equality
Is equivalent to expecting social equality Irrespective of family ties or obligations
of existing contracts. Without tariff equality the Governments of the world
are, collectively, faced by the problems created by these tariffs:

1. Tariff by fixed valuation of products for duty purposes.
2. Tariff by arbitrary valuations for duty purposes.
3. Tariffs on products that are restricted In volume by quota regulations.
4. Tariffs on products from depreciated currency countries.
5. Tariffs on products from countries that have controlled exchange rates.
6. Tariffs on products from subsidizing countries.
7. Tariffs on products from countries having reciprocal most favored nations"

treaties.
8. Emergency tariffs applicable to prevent dumping when slump in value of

currency of importing nation enables importers to pay duty In depreciated
currency.

9. Tariffs on noncompeting manufactured products.
10. Tariffs on competing manufactured products.
11. Tariffs on noncompeting raw materials.
12. Tariff on competing raw materials.
13. Tariff on noncompeting processed materials.
14. Tariff on competing processed materials.
15. Tariff on products wholly or partially of territorial or colonial origin.
16. Tariffs on products from contiguous countries.
17. Tariffs on manufactured products made up partly with materials bought

from the importing country.
18. Tariffs on products transported on national ships.
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19. Tariffs on products transported on foreign ships.
20. Tariffs on products from politically competing countries.
Each of the foregoing supplies a basis for argument against uniform rates and

tariff equality.

$400,O000,000 DISCREPANCY SHOWN BETWEEN REPORTS OF NATIONAL INCOME
FOR 1929

In support of the statement I made that there is greater borrowing power than
has been reported, the fact is that the Federal Government has never tabulated
the gross income shown by the income tax returns of the individual taxpayers.

The Bureau of Internal Revenue of the United States Treasury has, however
tabulated the gross incomes of the corporations that have made tax returns, and
have shown that, for instance, in 1929, with 509,000 corporations making returns
had a gross of $160,621,000,000, with a net of $11,653,886.

Applying the same ratio of net to gross, for the $24,800,735,000 net shown by the
individual income tax returns for the 4,044 327 individuals who reported in 1929,
the gross income of those Individuals would figure out at about $300,000,000,000,
with a net "dividend" of over 8 percent on the $300,000,000,000.

Likewise we find that the total gross Income of the 509,000 corporations and
the 4,044,327 individuals aggregated $460,621,000,000, with a net of $36,454,-
62!000 with a generous 8 percent net dividend.

he 4,044,327 individuals represented less than 4 percent of the population of
the United States in 1929.

The balance of the population also had an Income, but we do not know what
that was. We only know that 48,000,000 were reported in the census of 1929
as being gainfully employed, and that there may have been hundreds of thou-
sands not gainfully employed living on dividends from investments in corpora-
tions.

The gross income of only the less than 4 percent of the population and the
corporations aggregates $400,000,000,000 over the gross income of the entire
United States accepted generally in the formula that '10 percent of the national
income came from exports."

The exports for 1929 aggregated $5 241,000,000. That included the exports
to the Philippines, Hawaii, and other American possessions.

Ten times $5,241,000,000 is $52,410,000,000. That sum is $408,211,000,000
less than the estimated income of less than 4 percent of the population of the
United States and the 509,000 corporations.

That mistake of over $400 000,000,000 In 1 year in estimating the national
Income has caused Nation-wide hardships for a number of years.

It led people to believe that the $4,000,000,00 Federal Budget represented 10
percent of the national income, whereas it represents less than 1 percent of the
income of less than 4 percent of the population.

It led the officials, bankers, and business executives to reduce operations until
such time as the Nation could recover the mythical 10 percent exports-which
could never happen, since the exports have never amounted to as much as 1 per-
cent of the national income.

NUMBER OF INCOME TAX RETURNS MADE BY INDIVIDUALS IN THE YEARS 1913-32,
AND NET INCOME SHOWN BY THEM

Owing to the fact that the gross income shown by the income tax returns of
individuals have never been tabulated by the United States Treasury, only the
net income can be given. The 1931-32 returns are not final. An equitable way
of converting net into gross is to figure it on the 6 percent basis. The $18,000,-
000,000 net of 1930 becomes gross of $300,000,000,000.

Year Number of Net income
returns

Total 1931 returns filed to Aug. 31. 1932 ..................................... 3,116,317 $13,231,353,042
Total 1930 returns filed to Aug. 31, 1931 ...................................... 3,376,552 17,220,76,620
1930 ......................................................................... 3,707,509 18,118,634,941
1929 ......................................................................... 4,044, 327 24, 800, 738 5
1928 ......................................................................... 4,070,851 26,226,328,912
1927 ................................................................ 4,101,547 22,545,090,56
1926 ................................................................ 4,138,092 21, 958,5 05, 649,
1925 ................................................................ 4,171,051 21,894,575,403
1921 ............................................................... 7.369,788 26, 5,153,454
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Number of Net incomereturns

1923 ......................................................................... 7,69,321 $24,777,465,858
1922 ....................................................................... 60,787,481 21,33, 212, 30
1921 ................................................................ . 6,2,176 19, 77,212, 528
1920 ................................................................. 7, 259, 944 23,735,629,183
1919 ................................................................ . 5, 332,70 19,859,491,448
1918 ................................................................. 4,425,114 1,924,639,355
1917 ................................................................. 3,472,890 13 652, 383. 207
1916 ......................................................................... 437,036 6,298,577,620
1915 ........................................................................ 33,652 4,600, 000,000
1914 ............... . .......................................... 357,515 4,000,00000
1913 (10 months) ........ ........................................ 337, 598 3,900,00, 000

Total ................................................................. 81,123,491 348,313,740,887

Gross income of corporations which made Federal income tax returns

Number of Gross Income Not IncomeYear corporations

1931 .................................................. 493,203 $92,923,024,000 5627,312,995
1930 .................................................. 518,736 138,312,059,000 6,428,812,710
1929 ................................................. 09,436 159,621,508,000 1, 3, 886,002
1928 ................................................. 495,892 147,770 514, 000 10, 617,741,157
1927 ................................................. 475,031 144,398,351,446 8,981,884,261
1920 .................................................. 485,320 142,129,852,857 9,073,402,889
1925 .................................................. 430,072 134,260,120,720 9,583, 683, 697
1924 .................................................. 417,421 119,238,493,887 7,586, 652,2021923 .................................................. 398, 933 118, 663, WKI, 676 8, 321,529,134
1922 .................................................. 382,883 100,920,514,514 6,903,811,1431921 .................................................. 350,397 91,249,273,532 4,336,047,813

Total .......................................... 4,033,414 1,389,387,375,032 89,774,764,093

It will be noted that, with the exception of the year 1930, the net was always
over 5 percent of the gross, notwithstanding the fact that the law allows the cor.
portions to deduct dividends as well as salaries, taxes, and all other expenses.

HOW A LOSS OF $200,000,000,000 WAS CAUSED BY FAILURE TO CHECK DEPRESSION BY
CREATINO GREATER PURCHASING POWER

A loss of upwards of $200,000,000,000 has been suffered by the people of the
United States since October 1, 1929.

The loss was caused by failure to apply the proper remedies when the Wall
Street crash of 1929 took place. Tite failure was due largely to lack of knowledge
of the fact that the national income of the United States was gre'iter by over
$400,000,000,000 per year than had been reported.

Taking only the major items, the losses have been as follows:
1. The corporations which filed Federal income tax reports showed a reduction

of gross income from $154,701,907,831 for 1928 to $150,021,509,181 for 1929, and
a drop to $120,291,710,677 for 1930. Their gross income for 1931 and 1932 Is
estimated at less than $100,000,000,000, or. $54,000,000,000 per year less than
the year 1928.

2. The income of individuals being over three times that of the corporations,
it may be assumed that their losses were in the same proportions.

Tile gross incomes of the 38,053,000 ,en and 10,778,000 women who have been
reported as being gainfully employed by the 1930 census of the United States
has never been estimated.

Out of this number those who reported taxable incomes have ranged from
7,259 944 in 1920, to 3,376,552 in 1930, which represented the lowest number of
individual tax returns filed in 10 years. In 1928 they numbered 4,070,851,
in 1929 they dropped to 4,044,327.

The gross incomes of the individual returns have never been tabulated by the
Treasury Department or any other Government agency. An idea may be had
by comparing the net income of the individuals with the net income of the cor-
porationls.
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The corporations reported a net of $10,617,741,157 in 1928 $11,653,886,002 in
1929, and $5,627,312,996 in 1930. The individuals reported a net of $25,226,.
326,912 for 1928 $24,294 609,739 for 1929, $17,220,753,630 for 1930.

An analysis of the individual taxpayers and of the operators of the Nation's
business has shown a large percentage of individually owned businesses.

It appears conservative to estimate that the individual gross income of the
48,832 gainfully employed and those not employed has been In excess of
$300,000,000,000 per year, and that it has suffered a reduction similar to the reduc.
tion suffered by the corporations. That would mean, in round figures, a total
loss since 1929 of not less than $150,000,000,000.

3. The value of merchandise, raw materials and other products in hand and
produced since 1929 has been depreciated by lack of demand and acceptance of
he reports that there was no market for same. A depreciation of $50,000,000,000

Is conservative.
4. The value of the Nation's buildings, factories, real properties, and machinery

has depreciated by upward of $50,000,000,000 since 1929. The banks have, in
fact, made it a rule to allow less than 20 percent of the 1929 value when con-
sidering mortgages.

5. The market value of the shares listed on the New York Stock Exchange on
October 1, 1929, was $87,073,630,423. Oil October 1, 1932, the shares listed had
a market value of $25,734,828,668, or a loss of over $60,000,000,000. The bonds
depreciated in excess of $5,000,000,000.

These items bring the total to the huge sum of $457,000,000,000. Items of
lesser importance might be added to make over $500,000,000,000.

Let us be conservative and assume that only one half could have been saved by
knowledge of the greater national income, we have the huge loss of $250,000,000,-
000. That sum would pay $4 per day for 6 days of each week to 10,000,000
unemployed, or $12,480.000,000 per year for 19 years.

It is a larger sum than the total sum expended by the Government of the
United States for all purposes from 1789, when George Washington became first
President of the United States, to 1932, including the expenditures in connection
with the 32 wars in which the United States have been engaged since April 19,
1775, the beginning of the Revolution.

Since its inception, in 1789, the Federal Government spent, to the end of 1931,
the total sum of $233,158,428,795. The total cost of government for the total
span of life of the Nation has not been as large as the loss suffered from 1929 to
1932.

The taxpayers of the United States paid less in the 143 years since the advent
of the Federal Government than they have lost since 1929. The taxes, duties,
and all other receipts of the Federal Government from 1789 to 1931 have aggre-
gated $233,400,547,483.

It will be clearly seen that the loss of $6,000,000,000 in exports since 1929 could
not have been the cause of the foregoing enormous loss. As will be shown in a
forthcoming article, the newly discovered statistics disclose that the claims that
the reduction In exports was the cause of the depression are not founded on fact.

When I appeared before the Senate Committee on Banking and Currency, in
connection with the National Securities Act, I brought to the attention of the
committee that I had discovered a discrepancy of over $400,000,000,000 between
the reported and the actual national income of the United States, and six possible
new sources of revenue which have not been used, which might result in the
Federal Government collecting from two to four billion dollars per year and in-
creasing the gold reserves by $500,000,000 a year.

That was In addition to the statistics and data which I supplied showing, among
other things, that the national income of the United States for 1929 as shown by
the actual income tax returns of 4 percent of the population of the United States
and 25 percent of the business establishments, was over $600,000,000,000 gross,
and $36,454,621,000, or over 10 times the amount that had been reported.

I also submitted the evidence that the income of the nations of Europe had also
been much greater than they had reported at the time of the negotiations for the
funding of the war debts, and that the bank deposits of the debtor nations had
been and were more than double the amount they had before the World War,
and they kept increasing, and the increase was large enough for the nations to
pay the entire debt to the United States, principal and Interest.

The committee suggested that I reserve for your committee the data about
financing, and that I bring it to your attention.

Before presenting the data I shall state briefly the source how I obtained It
and how Idiscovered the discrepancies of over $400,000,000,600 in the reports of
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the national income, and the sources of new revenue of from $2,000,000,000 to
$4,000,000 000 per year, and the possible increase of the gold stock of the United
States by 500,000,000 per year.

Some of you gentlemen may recall that I, through my three magazines, two
monthlies and a weekly, and through articles published in the press and maga-
zines, started the national defense movement in 1912, and led that movement
until the United States entered into the World War. There are a number of
books and magazine articles that establish that fact, as well as Government
record and statements in the Congressional Record.

To finance national defense we had to solve the problems of getting the funds,
without precedent as to the borrowing capacity of the United States Govern-
ment. Every time that we asked for funds for national defense we were asked
where the funds could be had, and it was my task to find and suggest possible
sources.

And as an outcome, I wrote many articles on national economic questions
and established a research bureau for the purpose of obtaining original records
and collected data for a book entitled "The Financial Constitution of the United
States." That led me to obtain practically the Nation's total knowledge of the
subject.

(Thereupon, at 12:45 p.m., the committee took a recess until 2 p.m.)

AFTER RECESS

(The hearing was resumed at 2:40 p.m. pursuant to recess.)
The CHAIRMAN. The comnittee will come to order. We will hear

first from Mr. Hahn, who appears on a different subject matter. He
has asked for 5 minutes.

STATEMENT OF LEW HAHN, PRESIDENT NATIONAL RETAIL
DRYGOODS ASSOCIATION

Mr. HAHN. I would like to speak on just one feature of this industry
bill. I might say at the start that this is not a bill which so far as
I know, the will and wishes of the trade I represent would be likely
to come here and ask for.

We were raised under the old competitive system where it was a
matter of everybody looking out for himself, and the devil take the
hindmost, but I do recognize, as general business recognizes, we are
facing a great emergency, and if I may express a personal opinion,
I think business has done a bad job in not showing some type of leader-
ship that would give the unemployed work. So, it seems to me the
only thing to do is to cooperate wholeheartedly in an effort to put
this legislation over and make it achieve its purpose.

But it does seem to me it would not hurt anybody if we could induce
ou men to approve of a slight amendment. On page 3, section 3,
ine 20. This is the section wdch provides that various industries

may set up codes of fair competition which, when they have received
the approval of the President, become, as it were, the working law
within that industry or branch of industry.

It is a fact that industries and branches of industries are very closely
integrated. That is, the manufacturer, the producer and the whole-
saler, and so on, so that there is an overlapping of interest, and it
seems to me it would be wise and fair if, after the word "title" in line
20, it were possible to insert, and I do not attempt to dictate the verbi-
age, something like the following:

(3) Provided, That such code or codes affect the service and welfare of those
engaged in other steps of the economic process, nothing in this section shall de-
prive such others of the right to be heard prior to approval by the President of such
code or codes.
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That is our complete suggestion.
The CHAIRMAN. First on this list is Mr. Titus. You want 5 min-

utes, Mr. Titus?
Mr. TITUS. I think I can finish within 5 minutes or perhaps 2 or 3

minutes more than that, with your permission.
The CHAIRMAN. All right.

STATEMENT OF LOUIS TITUS, REPRESENTING THE INDEPENDENT
PETROLEUM ASSOCIATION OF AMERICA

Mr. TITUS. Mr. Chairman, and gentlemen of the committee-
The CHAIRMAN. You are an attorney here in the city of Washing-

ton?
Mr. TITUS. I am an attorney, and represent the Independent

Petroleum Association of America.
Senator CONNALLY. Which one of them?
Mr. TITUS. The one by that particular name. There is another

that adds to that "For the Prevention of Monopoly." I do not rep.
resent that one.

Senator CONNALLY. Who is the head of your organization?
Mr. TITUS. Mr. Wirt Franklin is the head.
I propose not to discuss the general features of the bill, Mr. Chair-

man, because other people will do that, but to confine my remarks
to one point which was raised by a very pertinent question of some
member of the committee this morning, as to whether the oil industry
needs a separate treatment, why it needs separate treatment, and
why it cannot secure adequate relief under the general provisions of
the industrial recovery bill. The question is, of course, very pertinent
and the answer is comparatively simple. It arises out of the nature
and physical characteristics of oil and the methods by which oil is
produced. The fundamental trouble in the oil industry today is over-
production of oil. This is true, perhaps, with regard to many other
industries, that they are overproducing, but the difference is this:
The ordinary manufacturer, manufacturing any article, automobiles or
shoes, or anything else you may think of, may, if he chooses, shut down
his factory for a time and resume again -hen prices get better, or
he may cut down his output. Of course, it causes him undoubtedly
some loss through his overhead, insurance, and the like, but the oil
man cannot shut without one of two things happening. He is either
in the field of small production, what Mr. Marland described as
stripper wells this morning, and if he is in such a field, he cannot shut
down the stripper wells at all for any considerable length of time
without his property being destroyed, and the loss is, of course, not
only to the oil producer but to the Nation at large.

Senator REED. What is a stripper well?
Mr. TITus. A stripper well is a well that produces 5 barrels a day

or less, or maybe 7 barrels a day or less, a very small well. It pro-
duces very little oil, but there are 300,000 such wells in the United
States.

Senator CONNALLY. Strictly speaking, it is one that has been
flushed in flush periods past that now has to be pumped out in small
production?

Senator REED. We have a lot of them in the Pennsylvania fields.
I thought the record ought to show just what you meant by that.

140
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Mr. TITUS. They are scattered over all the oil fields of the United
States. Every field finally becomes a stripper field. So, if he is in
that kind of field, he cannot shut down his production, because if he
does, he loses his well. If, on the other hand, he is in a field of flush
production, where the wells are large and the gas pressure is high, he
cannot shut down his wells unless his neighboring owners in the same
pool do likewise. The reason is from the very nature of oil. If one
producer shuts down his well and his neighbor continues to run the
gas pressure draws the oil to the well that is open and it will ulti-
mately get all the oil, so that as a practical proposition, no oil man can
shut down his well or restrain its output unless his neighbors do like-
wise. Otherwise he loses his fair proportion of the oil.

No such thing as that exists in any other industry. No such thing
as that exists in the coal industry. A coal miner may shut down his
mine and his neighbor may continue, and if he shuts down for 20
years his coal is where he left it. Not a ton has gone over the hill
to his neighbor's property. There may be other losses in connection
with it, but his property is not destroyed.

So, in the very nature of oil it requires separate treatment.
I am not going to argue to this committee about the necessity for

conservation of oil. I think everybody must agree that conserva-
tion is advisable. It is a necessity. It has been presented to you
perhaps many times and no doubt you are all more familiar with it
than I am, so we will assume that conservation of oil for the future
necessities of the Nation is good policy for the National Government.
That means control of production. Overproduction of oil as it is
going on today creates waste.

In consequence, unthinkable amounts, as Mr. Marland pointed
out this morning, with this cheap price of oil-it is now 25 cents a
barrel through the great oil-producing section of the interior of this
country when the cost of production in most fields is certainly less
than $1 per barrel. We all know as a matter of common sense that
no oil producer can continue to produce oil below the cost of produc-
tion for any length of time. Sooner or later he bows to the inevitable
and ceases business. That means destruction of such vast regions of
oil in the United States that it approaches a national disaster.

Senator REED. Is drilling pretty well suspended now?
Mr. TITUs. Right at the moment drilling is not entirely suspended,

but it is proceeding with nothing like the rapidity with which it was
going on some time ago. There are still wells being drilled in Texas
and in East Texas, too.

Senator CLARK. Senator McAdoo stated this morning they were
still drilling a lot of wells in California.

Mr. TITus. They are.
Senator REED. Why do they drill them?
Mr. TITUS. Well, they are optimists. They hope the price of oil

will advance to a reasonable price later on. Or, because somebody
else requires them, because they may have an offset well there and
be losing oil. That is so in Texas. Many wells are being drilled
today because a neighbor is getting that well's share of the oil.

The only control over production in the national industrial recovery
act is through the control of unfair competition. That is the only
control in that bill. Unfair competition is not an unknown term.
You have dealt with it in many different acts which the Congress

170260------10
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has passed. But unfair competition as defined by Congress and as
it has always been understood has to do with fraud, with deception,
with oppression. It applies, ior example, to mislabeling of articles,to false advertisingSenator REED. D& you think that is all this bill does for other types

of industry?
Mr. TITUS. Pardon me?
Senator REED. Do you think this bill does no more than recom-

mend the elimination of unfair competition?
Mr. TITus. That is what it says. It says that the President may

with an industry, a committee, or by himself set up what are called
codes of fair competition.

Senator GEORGE. But it specifies what they may cover. They
may cover almost anything.

Mr. TITUS. They cover hours of labor, working conditions-
Senator GEORGE. And production.
Mr. TITUS. Minimum wages and production.
Senator GEORGE. That is right.
Senator CLARK. In any business.
Senator REED. And may include selling prices.
Mr. TITUS. Pardon me?
Senator REED. And it may include selling prices, and it practically

abolishes the antitrust laws.
Mr. TITUS. So far as the antitrust laws are concerned, I presume it

does modify them materially, but it is all connected up with unfair
competition.

Senator GEORGE. But it is a new definition of unfair competition
that is being constructed here.

Mr. TITUS. That may be, that the bill undertakes to extend the
term, unfair competition. That may be true, because it provides
this code of fair competition may be set up and anything that violates
that code is unfair competion. But it never has occurred to me that
they can reach out at the amount of production or say whether a
factory can build on a wing and increase its production, or whether
a man can be required to lower his production, provided he was
complying in every respect with what is known as fair competition.

It was testified to by a witness this morning that there were some
instances of sweatshop methods of production and that those were
what really came within the purview of unfair competition. Thare
are many conditions of that kind that exist, but to control produc-
tion, apply that to the oil business, I do not think would work out.
Here is a man in the east Texas field producing several thousand
barrels of oil per day. He is going it perfectly honestly. He is violat-
ing no law, we will say. He is misleading nobody. He is not deceiv-
ing anybody. He is not doing a single thing that is dishonorable,
and yet he, in connection with 10,000 other operators all over the
United States, is producing an amount of oil which in the aggregate
is so much more than the market will take that it produces this
tremendous and inevitable waste.

Senator CONNALLY. Let me ask you, Mr. Titus, is this true, that
as soon as the storage is filled up they are going to quit producmig,
they are not going to turn it off and let it run down the creek?

Mr. TITUs. There is always more storage to be built, and then we
have what we used to have, earthen storage.
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Senator CONNALLY. What is the difference between having it in
storage on top of the ground and having it in storage under the
ground?

Mr. TITUS. The difference is very marked.
Senator CONNALLY. Because you say it is going to evaporate at

the rate of 4 percent this year?
Mr. TITUS. That is one answer.
Senator CONNALLY. What is the other?
Mr. TITUS. Because storage oil always costs a great deal of money,

first for the storage, second, the capital invested in it, insurance.
The charges on storage are so high that no company can afford to
buy oil and put it in storage for any number of years and pay any
considerable price for it. They must get it below cost of production
in order to justify them putting it in storage.

Even if you figure that by having fair methods of competition by
statutes and control production, which does not seem to be possible
to do, so long as the production is otherwise fair, how can you pick
out one man and say that he is guilty of unfair competition? You
would have to take everybody in the oil business, because all of them
are contributing to that aggregate. Every man, whether producing
one barrel or a quarter of a million barrels a day, every one of them
is contributing to that aggregate which makes for overproduction.

The State has made sporadic efforts to control it, but they have
not controlled it, and today there are seven or eight hundred thousand
barrels of oil per day being produced which the market will not
take.

There is another reason why we must have some separate treat-
ment, unless you can do it by adding something to this bill. One
of the troubles in the oil business in the past has been the importa-
tion of oil. Of course, they can't import very much oil into this
country at the present price of oil here now, but there is no provision
in the industrial general bill for regulating or the limitation of impor-
tation.

Senator REED. Amendments are pending which will be offered to
correct that. I don't know whether they will be accepted or not.

Mr. TITUS. That is reassuring.
Senator GORE. What point was that; I didn't get that?
Senator REED. Empowering the President to limit or prevent the

importation of goods. .
Mr. TITUS. It is reassuring to know an amendment will be pre-

sented, but it is not in the bill now.
Senator CLARK. What you are really in favor of now is an embargo

on oil?
Mr. TITUs. I wouldn't like to say so. I think it might be a good

thin It might conflict with some national policies rdo not know
anything about. I wouldn't want to urge an embargo, but I would
like to urge a strict regulation of imports.

I can't conceive that unfair competition will control imports,
Senator, so there must be some special provision for that. Other-
wise there will be no control.

Senator REED. Obviously, if we are going to raise wages, reduce
hours of labor, and thereby increase the cost of manufacture and
production in the United States, there ought to be some correlative
protection in the United States against foreign countries that have
not increased their costs.
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Senator GORE. Either that or a world dictatorship.
Senator REED. That might be a good plan.
Mr. TITUS. Another special feature of this Marland plan, which I

find very appropriate, applies to something which Senator McAdoo
this morning referred to, the power of the major countries to lower
the price of oil or raise it, as he stated, practically at will. I don't
know whether it is true or not, I don't know enough about the
mechanics of the whole oil situation, to know whether the major
companies arbitrarily have reduced the price of oil from $1.25 er
barrel down to its present price of 25 cents. It may be true, but
whether it be true or not-

Senator REED. If it is true, it is not doing them much good, is it?
They seem to be losing money about as fast as the little independent
C . TTUS. I was not thinking about the effect on the major com-

panies, but about the national effect. It is a disaster to the Nation.
If they have the power to do it, or they do it because they can't
help themselves, the result is the same either way so far as the inde-
pendent producer is concerned. He will be eliminated by the low-
priced oil, and it is immaterial what is the cause of it. Whether the
major companies do it arbitrarily or whether they do it because they
can't help themselves, the result is the same, the independent operator
must be eliminated. It is only a question of time as to how long he
can stand it.

This Marland bill provides that the Secretary of the Interior, in
order to prevent the abandonment of these so-called stripper wells,
may fix a minimum price for oil.

The CHAIRMAN. Have you analyzed the amendment that is offered
by the Solicitor of the Interior Department?

Mr. TITuS. Yes.
The CHAIRMAN. When you speak of the Marland bill, you are

speaking of the separate roposal?
Mr. Tr-us. The two bills, so far as everything I

are identical in words, and there is very little difference between the
two. Much of the language has been taken out of the Marland bill.
I see that there is an important change instead of this being referred
to the Secretary of the Interior with all these powers, the President
can appoint an administrator.

Senator REED. He could fix minimum prices?
Mr. TITUS. He could fix minimum prices.
Senator REED. Could he force those refiners to buy?
Mr. TITUs. Of course he couldn't do that; but when lie limits pro-

duction, then obviously he will limit production until they will pay
that price. He may not force anybody to buy oil against their will,
of course. They may refuse to buy altogether.

Senator REED. Won't they do just that?
Mr. TITUs. No; they won't do that, because there will be a profit

in buying oil at the price fixed by the Secretary. They can go on
and refine their oil, make their gasoline and sell their product at a
profit.

Senator CLARK. Why don't you give this director the power to
compel them to buy?
Mr. TITUS. I haven't any objection.
Senator CLARK. It is as constitutional as anything else in the bill.
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Senator GORE. If you can make them pay minimum wages,. you
,ought to be able to make them pay a minimum price.

Mr. TITUS. Also the power is given in order to prevent the exploita-
tion of the public to fix maximum prices. If production is to be
controlled, and it must be controlled, it seems to me the next part of
that is some control on price, both to prevent what is called in the
bill the exploitation of the public, and also to prevent the destruction
of the smaller wells.

Senator GEORGE. Why don't you just go to a State monopoly to
start with, and regulate the whole thing?

Mr. TITUS. Well, perhaps we are drifting in that direction. I
don't know.

Senator CLARK. We are drifting pretty fast.
Senator REED. We are not drifting, we are galloping.
Mr. TITUS. I would like to leave this thought with you, unless we

get national control there really is a disaster coming to the oil indus-
try, because the States either cannot or will not do it. This is not a
State question; it is a national question. The Nation as a nation is
interested in the oil resources of this country.

Senator REED. You will pardon an interruption?
Mr. TITUS. Surely.
Senator REED. It seems to me it was a national misfortune and that

this oil proration scheme could not be better enforced, that we could
not get better teamwork among the States. Wouldn't it meet all
the necessities of the situation it we had a Federal official appointed
to coordinate these prorating efforts in the different States?

Mr. TITUS. Not unless you give him power.
Senator REED. Well, give him power to do it then.
Mr. TITUS. I don't care what form that bill takes-
Senator REED. But when you go through there and begin to fix a

minimum price and all that sort of thing your effect on the public is
not going to be as pretty as some people think.

Mr. TITUS. I am quite sure, Senator, the oil industry is not inter-
ested in the details of the bill if you will give the adequate control that
will prevent this flow of oil being poured out and wasted. If you do
that, I am sure that will satisfy the oil industry.

I thank you.

STATEMENT OF RUSSELL BROWN, REPRESENTING THE INDE-
PENDENT PETROLEUM ASSOCIATION OF AMERICA

Senator REED. Is this Mr. Franklin's concern?
Mr. BROWN. Yes, sir.
Gentlemen, I come to you representing the Independent Petroleum

Association, and I also want to bring in to your hearing the action of
the general group that met here about a month ago, of which I was
secretary, and I am coming to you more in the plea for something to
be done, and the why of it I will try to make as clear to you as I can.

For the past 2 or 3 years our situation has been getting worse,
ever day just a little worse. I should explain that my organization
hasibeenprimarily interested in stopping imports. We have asked
for a tariff. We didn't get that. We asked for a tax and we did get
part of that, and that has helped some, in that it has given us a con-
iderable additional market, but it has not stopped imports and we
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recogze that it is going to be impossible to correct all of our domestic
troubles unless there is some definite limitation on imports.

In the latter part of March the President, through the Secretary of
the Interior, indicated a willingness to hear the oil problem in an
effort to find a remedy for our situation. At the time there was a
meeting called here by the President of the Independent Petroleum
Association, through telegrams to all of the oil associations throughout
the country, asking them to meet here in Washington to discuss a
plan on which we could all agree and then go to the Government with
that plan in an effort to see if we could not find something that would
work out. Unfortunately that meeting was not attended by all the
people, but it was by a large representative group. That group
largely agreed on a program, but not altogether. Some few did not
agree on that That program was carried into a formulative basis
for legislation. Mr. Marland introduced a bill embodying largely
the ideas growing out of that representative group that met here in
Washington at that time.

The unfortunate part of that is like we have been about everything
else, just as soon as we got something that we were agreeing on, there
was a part of them that began to disagree, until, gentlemen, our
trouble today is the fact that we are too large to agree, or there are
some of us who are not willing to reach an agreement, or the com-
plications of our industry are so intricate it is impossible to reach an
agreement.

Anyway, the final summary is we have not and apparent, are not
able to agree on a program we can put through by ourselves.

Senator REED. What proportion of your members are in favor of
the Marland bill?

Mr. EROWN. Well, of our members I would say nearly 98 percent
but of the entire industry it would be difficult to say, except Ishould
say the large, and very great majority.

Senator REED. Of the operators?
Mr. BROwN. Of all the operators, particularly the producing end.

I will say this, that after we reached what was thought was an agree-
ment, and I am going to ask permission to file with the committee
before I leave, the results of that meeting so that it will be here if the
committee cares to refer to it.

Senator REED. Without objection, that will be put in the record
at this point.

(The paper referred to is as follows:) APrnL 3, 1933.

The President has written to the governors of the various States named below,
as follows: Arkansas, California, Colorado, Illinois, Kansas, Kentucky, Louisiana,
Montana, New York New Mexico, Ohio, Oklahoma, Pennsylvania, Rhode
Island, Texas, West Virginia, Wyoming.

"My DEAR GOvERtOR: I am sending you herewith for your consideration a
report submitted to the Secretary of the Interior as the result of a 3 days' con-
ference held in Washington the early part of this week on the oil situation and
participated in by representatives of the governors of 17 of the oil-producing
States. There were also present at the conference representatives of the Inde-
pendents In the industry as well as of the major oil- and gas-producing agencies.

he main report was drafted and unanimously ado pted by a committee of 15
composed in equal parts of representatives of the Governors, of the major oil
industries, and of the independents. When this report was finally submitted to
the full conference it received the affirmative votes of all the representatives of
the Governors ana of those representatives of the oil Industries voting as set
forth on page 4 of the report.
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"Together with the majority report just referred to I inclose also for your
information a minority report adopted by a group of independents and sub-
scribed by them in the name of 'Independent Petroleum Asociation Opposed
to Monopoly.'

"I further inclose a resolution adopted by the representatives of the Gov-
ernors after the main report already referred to had been ratified."To complete the record, I am sending also a final correction to the recom-
mendations made by the Committee of Fifteen, which was handed to the Secretary
of the Interior yesterday.

"I especially direct you attention to paragraphs A-i and A-2 of the recom-
mendations of the Committee of Fifteen. Its obvious that the action proposed
to be taken in these paragraphs is within the sole authority and jurisdiction of
the interested States. The President of the United States has no authority to
declare a moratorium such as is proposed and he might be regarded as infringing
on the sovereignty of the States if he should make the suggestion contained in
paragraph A-2.

"There seems to be a widespread feeling that an emergency exists in the oil
industry calling for action and it is hoped that the Governors of the States
affected, after consultation with each other, will take action appropriate to
meet it.

"The Committee of Fifteen in paragraphs A-3 and A-4 recommend certain
action on the part of the Federal Government. I am of the opinion that the
suggestion that the Congress pass legislation prohibiting the transportation in
interstate and foreign commerce of any oil or the products thereof produced or
manufactured in any State in violation of the laws thereof, is well considered.
Iham prepared to recommend such legislation to Congress as a contribut on on
the part of the National Government toward the solution of the difficulties in
which the oil industry finds itself.

"I also approve of the recommendation in paragraph A-4 of this report.
"The report of the Independent Petroleum Association Opposed to Monopoly

recommends 'the enactment of emergency legislation by Congress divorcing oil
pipe lines engaged in interstate commerce from other branches of the oil industry.'

am of the opinion that this is a reasonable request and that such legislation
should be enacted at as early a date as possible.

"There are other suggestions and recommendations made to the Secretar of
the Interior as a result of the deliberations of the oil conference that on their
face are fair and reasonable but which do not require immediate action. These
recommendations can be taken up at a later date perhaps after further conferences
between the representatives of the States and of the industry and of the National
Government."Very sincerely yours,

Each of the Governors above listed was sent a copy of the letter addressed to
Secretary Ickes on March 29 by the Independent Petroleum Association Opposed
to Monopoly; a letter to the Secretary of the Interior of the same date signed by
the various associations participating in the oil conference, containing their re-
commendations to the Secretary, copies of the resolution adopted by the con.
ference, etc., all of which were made public by the Department of the Interior.

The SECRETARY OF THEM INTERIOR. WASHINGTON, D.C., March 29, 1985.

DEaR MR. SECRETARY: The three committees respectively representing (1) the
Governors of the oil-producing States or their duly authorized delegates; (2) the
oil and gas associations representing independent producers of oil and gas in the
United States; and (3) the major oil- and gas-producing and importing companies,
after conferring together, have unanimously agreed to recommend the following
program to you, in order to meet the existing emergency in the oil and gas in-
ditstry and to provide the basis for conservation and scientific future develop-
ment of the oil and gas resources of our country:

(A) To meet the existing emergency, the committees unanimously recommend:
1. That the President of the United States be requested to transmit this report

to the Governors of California, Kansas, Oklahoma, Texas, and New Mexico, and
to call upon them immediately to close all flush pools in their respective States
until the 15th day of April next, excepting wells producing more than 10 percent
of water, which would be damaged irreparably by a complete shutdown.

2. That the President of the United States be requested to call upon the
Governors and legislatures of the principal oil-producing States which have no
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adequate or no general conservancy statute to adopt such a statute immediately in
order to further the conservation and scientific and more orderly development of
the oil and gas resources of such States and In order to enable full cooperation
toward those ends between all the principal producing States.

3. That the President of the United States be requested immediately to recom-
mend to Congress the adoption of a law prohibiting the transportation in inter-
state and foreign commerce of any oil or the products thereof produced or manu-
factured in any State in violation of the laws thereof, and providing adequate
penalties for violations of the said law.

4. That the President of the United States be requested (a) to require strict
enforcement of the Federal gasoline tax and pipe-line tax and vigorous prosecution
of evaders thereof, so long as the said taxes remain in effect, and (b) to instruct
the Bureau of Internal Revenue to ascertain, at the time of collecting the tax,
the consignor, consignee, destination and quantity being shipped by each re-
finery, and (e) to instruct the said Bureau to transmit the said information to the
tax-collecting authorities of those States into which the gasoline Is to be moved.

5. That the President of the United States be requested fully to endorse the
recommendations made herein and to appeal to the States, and to all those
engaged in the oil and gas industry, faithfully to cooperate in the enforcement and
observance of the said recommendations and in the limitation of production in
harmony with a fair allocation of the national consumptive demand.

6. We further recommend that the President submit to Congress a request for
emergency legislation authorizing him to appoint a personal representative to
cooperate with the duly constituted authorities of the several oil producing States
In bringing about a compliance on the part of said States with the program cov-
ered by these recommendations, and to advise and cooperate with the industry
in complying with that portion of the program recommended for action by the
industry; such act of Congress to be effective during the emergency only, and
whenever In the opinion of the President of the United States the emergency in
the oil industry has passed, thereupon, by proclamation, the President may
declare the emergency ended and the office, thereby created, abolished.

(B) To provide a basis for conservation of the oil and gas resources of the
United States and the scientific future development of the oil and gas industry
therein the committees are unanimously of the opinion:

1. That the Government of the United States can aid and assist in the following
respects:

(a) By initiating a comprehensive and scientific study of the entire subject
and publishing, as soon as possible, a report of the facts found, conclusions
reached, and recommendations made with reference thereto.

(b) By imposing an adequate competitive tariff on crude petroleum and the
products thereof.

(c) By eliminating the tax on domestic refined products and the Federal
pipe-line tax.

(d) By vigorous prosecution for evasion of the Federal gasoline tax and pipe-
line tax if such taxes are to be continued.

(e) By permitting drilling on the public lands to be delayed.
(f) By limiting imports to the average for the last 6 months of 1932.
(g) By continuing the Federal Oil Conservation Board as an advisory body.
2. That the producing States can aid and assist in the following respects:
(a) By the enactment, where necessary, of adequate State laws under which

conservation can be enforced.
b) By the issuance of valid orders under such conservation statutes.
c) By strict enforcement of the orders issued.
d) By the equitable allocation of the allowed production as between pools.

(e) By limiting production of crude oil to the requirements of the consumer of
refined products, or crude petroleum as such.

(f) By reaching an agreement with each other on the total market demand for
crude petroleum and a proper allocation of this demand as between the producing
States.

Pending a more complete study of the subject, the production in the United
States should for the time being be limited to 2,000,000 barrels per day, allocated
as follows: Bneh

Texas ---------------------------------------------- 786, 242
Oklahoma ------------------------------------------- 417, 690
Kansas ---------------------------------------------- 93, 366
California ------------------------------------------- 432, 432
All other States --------------------------------------- 270, 270
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(g) By rigidly enforcing the gasoline tax laws so as to prevent tax evasion
by preventing the diversion of the tax from highway uses, and by a reduction of
the ta wherever at all possible.

(h) By encouraging permissive unit operation under voluntary agreements.
3. That the industry can aid and assist in the following respects:
(a) By actively supporting governmental agencies in their efforts to make and

enforce valid orders.
(b) By refraining from producing oil unlawfully and refusing to transport or

purchase oil unlawfully produced.
(c) By marketing arrangements with limited areas conforming to the principle

announced by the Supreme Court in the Appalachian Coals case.
(d) By diligent efforts to promote premissive unit operation under voluntary

agreements.
(e) By avoiding excessive withdrawals from storage.
T By limiting drilling to the absolute minimum.
g)By limiting imports to the average for the last 6 months of 1932.

(C) It the foregoing conservation program is to succeed, the committees re-
spectfully submit that it must be based on a price for crude oil which will allow
a margin of profit to the producer and a price for the refined products which will
allow a margin of profit for the refinery and the retail dealer.

Respectfully submitted.
Alfred M. Landon, chairman' (Kansas); Win. H. Colley (California);

I. C. Grimm (Ohio); C. C. McDonald (Texas); Cicero I. Murray
(Oklahoma;T. H. arton; W. J. Brundred; W. N. Davis; Wirt
Franklin; 6has. F. Roeser; C. B. Ames; R. C. Holmes; K. R.
Kingsbury; D. J. Moran; *. C. Teable, committee of 15, repre-
senting governors' conference and maior and Independent oil
producers.

On Monday morning, March 27, 1933, before the organization of the said
committees and before the emergency measures recommended in subdivision A
hereof were proposed, the representatives of oil and gas associations adopted, in
meeting assembled, the principles and recommendations covered by subdivisions
B and C hereof. The vote was as follows:

California Oil & Gas Association, not voting.
Central Pennsylvania District Oil & Gas Association, yes.
East Texas Land Association, yes.
East Texas Producers & Royalty Owners Association, yes.
General Mid-Continent Oil & Gas Association, yes.
Independent Petroleum Association of America, yes.
Independent Petroleum Association of Arkansas, yes.
Independent Petroleum Association of California, not present.
Independent Petroleum Association of Teaxs, no.
Mid-Continent Oil & Gas Association, Kansas-Oklahoma division, yes.
Mid-Continent Oil & Gas Association, Louisiana-Arkansas division, yes.
Mid-Continent Oil & Gas Association, Texas division, yes.
North Texas Oil & Gas Association, yes.
Oil Producers Sales Agency of California, yes.
Southeastern Ohio Oil & Gas Association, yes.
Texas Oil & Gas Conservation Association, yes.
West Central Texas Oil & Gas Association, yes.
West Virginia Oil & Gas Association, yes.
Middle District Producers Association (Pennsylvania), yes.
American Petroleum Institute, yes.

RESOLUTION

The conference of the Governors of the oil-producing States, or their repre-
sentatives (16 States being represented), held at Washington, D.C., on March
27, 28, and 29, 1933. upon the call of the Hon. Harold L. Ickes, Secretary of the
Interior, to consider problems affecting the conservation of the petroleum natural
resources of the Nation and of the States, recommends action of the general
character as follows, but subject to the reservations made by the delegates from
Texas and Arkansas:

1. We approve the action of our Committee of Five in joining in the resolutions
adopted by the so-called Committee of Fifteen, a copy of which is hereto attached.

2. We recommend to each Governor of the oil-producing States the appoint-
ment of one or more representatives who, under some name selected by them-
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selves, shall continue the work of this conference, and who, to the extent desired
by the representatives appointed by the President of the United States shall
cooperate with, or act jointly with, the said representative of the United States.
We believe strongly in the policy of continuous cooperation between the Federal
and State Governments in the conservation of the petroleum resources of the
Nation and States, with the purpose that neither the Federal Government nor the
States shall surrender or lose any of their powers, but that each shall so exercise
its power as to further a common policy of conservation. The first meeting of
said body should be held at Washington, D.C., as soon as authority from said
Governors can be obtained.

3. We urge an immediate personal conference between the Governors of
Oklahoma, Texas, California, Kansas and Louisiana, to which may be invited
the Governors of the other oil-producing States or their representatives, and the
members of the conservancy bodies of such States, with the purpose of coordinat-
ing action by such States.

4. We urge frequent conferences between the responsible officials of the oil-
producing States for the purpose of discussing policies affecting common
problems.

Texas: C. C. McDonald, Wichita Falls; T. L. Wynn, Athens; D. J. Harrison,
Houston Tex Gulf Building.

New Vork: avid H. Newland, state geologist, Albany.
California: William H. Cooley, Bakersfield, Calif chairman, California State

Oil Compact body- Ralph B. Lloyd, president, Independent Oil Producers
Association, 6410 Wiltshire Boulevard.

Ohio: Ivre C. Grimm Woodsfield.
West Virginia: A. S. fleck Spencer.
Oklahoma: Col. Cicero I. Murray, Perrine Building, Oklahoma City.
Illinois: State Senator R. M. Shaw, Lawrenceville.
Kansas: Goy. Alfred M. Landon Topeka.
Rhode Island: Lewis D. Pierce, Warwick.
Louisiana: Scott Heywood Jennings.
Wyoming: Hon. John B. endrick, United State Senate; Joseph O'Mahoney,

First Assistant Postmaster General, Washington.
Pennsylvania: Ralph T. Zook, Bradford.
New Mexico: J. D. Atwood, Roswell; William J. Barker, Santa Fe; Albert T.

Woods, Artesia.
Colorado: Warwick M. Downing, Equitable Building, Denver.
Arkansas: John W. Olvey, Eldorado.
Montana: Thomas S. Hogan, Midland, Tex.

Ron. HAROLD ICKES WASHINGTON, D.C., March 29, 1933.

Secretary of the Interior, Washington, D.C.
My DEAR SiR: The petroleum industry of the United States is in a more healthy

condition than industry generally. It suffers, however, from certain ills, chief
among which are monopolistic control, agreements in restraint of trade, price-
fixing agreements, unfair practices, burdensome taxation, false propaganda, and
excessive governmental regulation.

There Is no overproduction of petroleum in the United States today.
True conservation of petroleum resources is desired. The duty and right of

conserving the petroleum resources is a function of government exclusively
vested in the several sovereign States. It can only be done through a reasonable
exercise of the police power which was reserved to the States and never delegated
to the National Government.

To the end that a more wholesome condition of the industry, with the result-
ant good to the American people, may be brought about, we respectfully recom-
mend the speedy accomplishment of the following definite measures of relief:

1. That appropriate action be taken to require the Interstate Commerce Com-
mission to fix and enforce fair and reasonable rates to be charged by pipe line
common carriers engaged in the transportation of petroleum in interstate
commerce.

2. The enactment of emergency legislation by Congress divorcing oil pipe
lines engaged in interstate commerce from other branches of the oil industry.

3. That the Department of Justice be required immediately to investigate
and vigorously prosecute violations of the antitrust laws to the end that com-
binations and agreements in restraint of trade price fixing and other unfair
practices affecting the petroleum Industry may be effectively stopped.
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4. The immediate enactment of laws by Congress making it unlawful for any
person, firm, or corporation wilfully to disseminate false information designed
to influence public opinion.
5. That the Federal Oil Conservation Board be abolished.
6. That the American producer not only be permitted to, but be assisted by

the agencies of the Government, in capturing all of the world market for petroleum
and its products possible.

7. That American oil companies be discouraged in the present practice of
developing unregulated and uncontrolled foreign oil fields with cheap foreign
labor which compete with regulated and controlled American production.

8. That Cong protect the American market from the importation of
foreign oils by the imposition of a competitive tariff.

9. That the Federal Government respect and not infringe upon the rights and
duties of the sovereign States to regulate the production of petroleum within
their respective border.

Respectfully submitted.
INDEPENDENT PETROLEUM ASSOCIATION OPPOSED TO MONOPOLY.

PHILADELPHIA, PA., March 30, 1988.Hon. HAROLD IcKES,
Secretary of the Interior Department,

Washington, D.C.
DEAR SIR: You will remember during the last conference you had with the

Committee of Fifteen representing (1) the governors or their authorized dele-
gates from oil-producing States, (2) oil and gas associations of independent
producers, (3) major oil and gas producing and importing companies, it was sug-
gested by this committee that its original recommendations should be submitted
to President Roosevelt, owing solely to the question as to whether the many
duties of the Secretary of the-Interior would permit his giving the time necessary
to make completely effective the various recommendations of the committee.

In the haste to get the complete report before the conference, paragraph 4 of
the original recommendations of the Committee of Fifteen, and approved by
the governors or their authorized delegates, was inadvertently left out. This
omission was not noticed at the time the complete report was read by Governor
Landon before the entire conference.

The paragraph to which I refer reads as follows:
"(4) (a) As a measure of true conservation it shall be recognized that the oil

reserve In the settled production areas of the country shall be preserved."
This paragraph was accepted by the committee as a principle and affects

approximately 275,000 or 300,000 of the 340,000 wells in the United States and
Is a vital part, therefore, of the recommendations.

I ask, therefore that this explanatory letter, together with the original draft
of the recommendations of the Committee of Fifteen be attached and made a
part of the record.

Yours very truly, W.J. BRUNDRED, Oil City, Pa.

Mr. BROWN. I might add this: after that meeting there was a few
of the large ones who were not able to agree with us on the Marland
bill, and there were a few of the small ones also, but all of that only
oes to show the extreme necessity for the very thing we are asking for.

It is impossible for us to reach a complete agreement.
Senator REED. Have conditions gotten any better since the 1st of

March, the bank holiday?
Mr. BROWN. In the oil industry they have not. The reason for

that, as I believe, is because the increased production--we have had
an unnatural increase in production in the last 2 or 3 months, due to
the fact that State control has broken down in many places.

After we failed originally to reach any definite understanding
among ourselves, we had gone to the various States and asked them
to pass State laws that would enable us to work out our problem. In
some States that has been fairly satisfactory but in others it has not.
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Senator GoRE. Which States have been satisfactory and which not?
Mr. BROWN. California has not passed a law, but the people them-

selves have made it fairly satisfactory up until lately. They are
getting into some difficulties now.

Senator REED. They are shipping large quantities to New York,
aren't they?

Mr. BROWN. They are exceeding what would normally be expected
in their production. Some of the smaller States-Kansas has had a
very satisfactory result from their law. Oklahoma has had constant
trouble; Texas has had constant trouble. All of it only emphasizes
the fact that we are not able to work this out for ourselves, and we
are coming to you people because we feel that if we don't do something,
don't have some definite control, that a great majority of the oil
industry, which is the producing end, and the thousands and hundreds
of thousands of men that are engaged in the industry, who have not
the financial background to weather the various storms that come up
are seriously afraid that a few at the top-and by "at the top" I
mean the large ones-and possibly a few thoughtless ones at the
bottom, may wreck the entire industry.

We are coming to you not with any definite thing on which we can
say "This line must be here", but so that we can get a program
through.

Personally I would like to see all the imports shut out, but when we
came to Congress we recognized there were people in Congress of
different views that did not believe in that, and for that reason we
agreed on a bill that is a compromise. It is not the ideal of any one
group. It certainly makes the approval of the larger portion of it,
but there are things in there some of us do not like, but we are willing
to concede them in order to reach a point where maybe we can work
it out.

The CHAIRMAN. What percent of the people who are interested in
oil production, both the independents and the other folks, favor this
proposition?

Mr. BROWN. I would say, Senator, a considerable majority. I
wouldn't want to use any figure, but I would guess from 80 to 90 per-
cent.

Senator REED. By independents you mean those producers who do
not own pipe lines and refineries?

Mr. BROWN. That is the general interpretation of it. Our special
interpretation is those who are integrated and who are not importers.

The CHAIRMAN. How do those feel who own pipe lines?
Mr. BROWN. Some are in favor; some have not been able to agree.

I might say this, we asked the American Petroleum Institute, that
was one of the signers to this agreement a month ago, to endorse the
Marland bill, but they did not do it. They could not agree on it.
And there are some of the smaller ones that have not agreed with us.
So I say it is not an ideal situation, but it is the best we could work out.

We have worked patiently for 7 or 8 weeks trying to get into this
bill the things that we think would effect relief.

The CHAIRMAN. May I ask you specifically, how does the Gulf
feel about it?

Mr. BROWN. My understanding is, from some of their men,
although I have no official expression, that they do not want any
control or interference from the Government at all.
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The CHAIRMAN. How is the Standard?
Mr. BROWN. As to the Standard of New Jersey, I wouldn't want

to say just what, but my understanding is they believe the general
industry bill would be sufficient.

The CHAIRMAN. And the Dutch Shell?
Mr. BROWN. I think that is their policy, that they believe the

general industry bill will be sufficient.
Our view is, while we realize the bill would help us, and we are not

against it-we are for anything that will help us some-but we feel
from the very nature of things, the administration of as large a pro-
gram as that contained in the general industries bill, it is perfectly
natural that they would go to the heads of the big groups to get a
man to administer it, and there is, unfortunately, a lack of confidence
among a great portion of our smaller men and some of the men at
the top, and we are afraid that that might cause further difficulty.

We are trying our best to find a way to avoid that thing, and we
feel that one agency in which we all agree we would have honest
administration is that of the Government. So, whether we like
Government control or not is not the question, but whether we have
the best way of getting at it.

Senator REED. Why have you such confidence that the law will be
fairly administered? Nobody knows who is going to be President of
these United States 4 years trom now.

Mr. BROWN. Quite true.
Senator REED. It way be very unfairly administered.
Mr. BROWN. Quite true, Senator, but the point is this, no matter

who you select to adi minister it, if we elect one of our own group, they
might have reason to be personally or selfishly interested, but if the
Government, which is representative of the people as a whole-and
this is a representative Governn ent, non inally, and I think actually-
does it, we feel that representative of the Government is responsible
to the people, and they %ould not do radical things to destroy a
great group of its people, and there is a great group of people interested
in oil.

Senator REED. You haven't had much contact with some of these
bureaucrats here, I guess.

Mr. BROWN. That may be true. We ask that this bill be limited
to two---

Senator REED. What do you think of a Government policy of
giving a bureaucrat in Washington the power to wake it a crire for
you to produce your own oil because of the necessities of your case;
produce your own oil from your own property and sell it in the
market?

Mr. BROWN. I think, Senator, in the first place, any thought of
that kind is not agreeable.

Senator REED. That is what this bill does.
Mr. BROWN. I appreciate it, and we would never have come here if

we could have worked this thing out for ourselves. We all have a
horror of coming to the Governmn'ent and asking them to take charge
of it. If we could have figured it out for ourselves we would not have
been here, but we figure it is better to use the Government as an agency
than to let this thing go down and down. Today nany are going
broke. One man who should have been here today cannot be here
because he is trying to keep his company out of receivership.
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Senator REED. That is going on all over the world. That is not
limited to this country.

Mr. BROWN. I appreciate that, but we are trying to find a remedy.
Senator REED. This is awful strong medicine you are taking for

your disease.
Mr. BROWN. We are taking it only after a long and careful thought

about it. I agree it is strong. We are asking it be limited to 2 y9ars,
so that if it is unsatisfactory we may then come out of it.

Senator GORE. This Federal legislation-the Federal Administra-
tor, doesn't that presuppose proration on the part of the States,
and isn't it predicted on that?

Mr. BROWN. Yes; that is the basis of it.
The CHAIRMAN. You say that has broken down in pretty much all

the States. I believe you said it had in Kansas. Can this policy be
made to work in the absence of State proration and State control?

Mr. BROWN. The law is still there, Senator. Here is the trouble
with most of the State laws. In most of the States-take the States of
California and Texas-a great portion of the people are not interested
in the actual production and the sale of oil, and as a result they are
not concerned directly with our problem being concerned with their
own problem and they are easily swayed for political purposes to go
one way or another in regard to the oil bill. If they were all pro-
ducers of oil, or if a very great majority of them were producers of
oil, then we might hope to have the State act in accordance with the
oil men's point of view, and probably work it out.

Senator GORE. I can see how the Federal Government imght step
in and help the States enforce their law, particularly by invoking
the Interstate Commerce clause, to prohibit the shipment of contra-
band oil, but I don't think, in the absence of State regulation, or
State prohibition, the Federal Government could run the business
within a State.

Mr. BROWN. Nearly every State has some from of law. It is the
breaking down of these laws which caused the trouble. If the State
fixes the allowable, then that allowable may be adopted by the
Federal Administrator or Coordinator, or whatever we see fit to call
him.

Senator GORE. It is conceivable to me it would work with State
laws as the basis.

Mr. BROWN. That is the basis of this law, Senator, although we
have gone further than that in some instances. But the basis of
that is to aid the States in enforcing and coordinating their
laws. It is obviously unfair if one State makes a law that gives it a
larger proportion of the man',at than its just share. No other State
can work that out with them, but the Federal Coordinator must.
That is what we hope to have in this case.

Senator CLARK. What you are primarily interested in, Mr. Brown,
is to secure an embargo on oil as an incident to this dictatorship;
isn't that correct?

Mr. BROWN. No no; it is not.
Senator CLARK. I understood you to make that statement when

you started out here, that you were primarily interested in an embargo
on oil.
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Mr. BROWN. I said our association had for years-
Senator CLARK. When I said you, I referred to your association.
Mr. BROWN. I said for years its primary efforts had been to stop

imports, which is true, but at the same time it would be folly for
us to just stop imports and quit. We might as well drown in foreign
oil as our own if we are going to be drowned. We believe there
must be a coordinated effort.

Senator CLARK. But you do want an embargo as an incident to
this bill?

Mr. BROWN. I would like to have it, but we haven't asked for it.
Senator CLARK. It has been repeatedly stated here that the ques-

tion of unfair competition had nothing to do with the oil industry.
Don't yot think it is unfair competition when the same company
controls the production and transportation and refining and dis-
tribution of oil? Doesn't the question of unfair competition begin
to enter very largely into the situation at that point?

Mr. BROWN. I think it could very easily enter into it.
Senator CLARK. Well, doesn't it?
Mr. BROWN. And often does, that is so. It is for that that we

come to you people in the hope that out of this bill you will give us
something with which we can go back and work out our situation.
I believe it was you who asked this morning the amount of imports,
or perhaps it was Senator McAdoo.

Senator CLARK. It was Senator McAdoo.
Mr. BROWN. Imports at the present time are running at the rate

of 140,000 barrels a day since the first of the year. The last 6 months
of last year it was 108,000 barrels.

Senator CLARK. Out of a consumption of how much?
Mr. BROWN. Approximately 2,000,000.
Senator CLARK. I thought Mr. Marland stated this morning it was

two million and a half.
Mr. MARLAND. Domestic production plus imports, nearly two

million and a half.
Senator GoRE. Mr. Brown, has your attention been called to the

system of pooling oil royalties that has grown up amongst the farm-
ers out West?

Mr. BROWN. Yes; I know something of it.
Senator GORE. I think that amendment will be proposed here.

Your organization has no objection to that?
Mr. BROWN. None at all. As I understand the amendment that

I have seen, it looks like an amendment to the R.F.C. law. Just so
it doesn't cause any conflict in the passage of this.

Senator GORE. It is in operation in Oklahoma and Kansas and
Texas and those Western States.

Senator CLARK. It will be all right if you can get the consent of the
oil dictator.

Senator GORE. I am trying to get under his wing now.
Mr. TITUS. May I correct one statement, Mr. Chairman?
The CHAIRMAN. Yes.
Mr. TITUS. The national industry recovery bill provides for a

code of competition. According to the wording o the bill as I
read it, is limited merely to labor conditions and nothing else. It
doesn't mention production, doesn't mention prices or anything about
working conditions. I can't read it any other way.
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Senator CONNALLY. XMr. Chairman, do you think we ought to have
all on one side first and then some on the other? Wouldn't it be
better to switch them and let them answer these arguments back and
forth?

.The CHAIRMAN. I understand there are some gentlemen opposed
to it. Mr. Blalock and some gentlemen from California who didn't
get here, and they were to get together and see who was to represent
them, and I had in mind that perhaps we would not get to them this
aiernoon but would take them on Monday, probably.

Mr. BLALOCK. Anything that is suitable to the committee will be
agreeable to us.

STATEMENT OF CHARLES F. ROUSER, PRESIDENT TEflS OIL &
GAS CONSERVATION ASSOCIATION

Mr. ROUSER. I might say that I am also vice president of the
American Petroleum Institute, but I do not speak for them in that
capacity today.

Mr. Chairman and gentlemen of the committee, my appearance
here today is caused by the failure of the oil industry, through in-
ability to adjust itself to present conditions, and recently through the
failure of the State of Texas to conserve its oil on a basis that is best
for the national policy, and I will try to explain that in as few words
as possible.

The market for Texas oil in the last 3 years has been approximately
300,000,000 barrels a year. That is all the market would absorb.
We also have in Texas a law which calls upon the regulatory body to
restrict production in that State to its current consumption require-
ments. It has been found by the Federal Government and other
agencies that have investigated the demand in the United States that
the consumption of crude at this time approximates 2,200,000 barrels
a day. The regulatory body in Texas on April 3 called a hearing in
the east Texas field, which today is causing most of our trouble, and
in sending out notices for that hearing they sent a questionnaire
to all producers of crude throughout the State as to what their require.
ments would be for the four months April, May, June, and July.
The total market demand for those producers was 350,000 barrels
a day.

Senator REED. That is over and above their own production?
Mr. ROUSER. That included their own production. Their demand

from that particular pool.
Senator GORE. That is the east Texas pool?
Mr. RousER. The east Texas pool alone.
Senator COUZENS. Was that for consumption only in the State of

Texas?
Mr. ROUSER. That is the demand from that one particular pool.
Senator CouzENs. What one? What area?
Mr. ROUSER. The east Texas pool. That covers an area 40 miles

long and 80 miles wide.
Senator CONNALLY. You mean for what area of market?
Senatro COUZENS. Yes.
Mr. ROUSER. Some goes to the Atlantic coast, some to the Central

States-all over the United States.
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Senator COUZENS. I wondered how you got at that number of
barrels for the market. How do you find what the marekt is for
particular oil?

Mr. ROUSER. The commissioner sent a questionnaire to the refiner
or producer and said to them, "How much oil do you need to ade-
quately conduct your business for the next four months"?

Senator CouZENs. That oil from that particular district?
Mr. ROUSER. That oil from that particular district, yes .I am

referring to that district because it really is the seat of our trouble in
proration.

Senator CONNALLY. When you say "purchase" do you mean pipe.
line people and refiners?

Mr. ROUSER. Not necessarily pipe line. The independent oil in
east Texas or the pipe line, too.

Senator REED. What are the rins from east Texas right now, how
much per day?

Mr. ROUSER. That is what I was leading to, Senator. The run at
the present time, under the order of the railroad commission, totals
807,000 barrels a day. It is estimated that in excess of that those
producers who are violating the orders of the commission run approxi-
mately a hundred to a hundred and fifty thousand barrels a day.

Senator CONNALLY. I thought the order of the Railroad Commission
said 150,000 barrels.

Mr. ROUSER. It totals 807,000, Senator. It has been reported in
the papers from 750,000 to 800,000, but when they actually made the
allocation under the order it was 807,000.

Senator REED. Do you mean to say a half million barrels a day
are going into storage?

Mr. ROUSER. That is exactly what I am telling you, and I can give
it to you in detail.

Now, then, your market demand was 351,000 barrels a day.
Petroleum engineers of unquestioned ability were on the stand and
9 out of 10 of those engineers have said that underground physical
waste would exist if you produced more than 325,000 barrels a day.
By that I mean, if you dissipate your reservoir pressure through rapid
water encroachment or excessive gas ratios; that you would not pro-
duce over 325 000 barrels a day. Nine out of ten engineers gave that
testimony and the Bureau of Mines will substantiate them, I believe,
in that stand.

The commission wrote this order involving 807,000 barrels a day
when the companies only wanted 350,000 barrels. The prices immedi-
ately broke overnight. Ir. Holmes' Texas Co. cut the price from
50 cents to 10 cents overnight. Why? Because the producers did
not want the oil. We have got today 588,000,000 barrels of oil above
ground of overall stocks. We have been working for three solid years
to reduce the storage of oil above grotnd. Why? Because storage
of oil above ground is waste. East Texas oil evaporates 4 percent the
first year.

Now, writing that order is forcing into the market, a market that
will not absorb the oil, 450,000 barrels a day.

Senator CONNALLY. Isn't it true that the commission had thereto-
fore fixed a 375,000-barrel proration order, and it had been held
invalid by the Federal court?

176260-88----11
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Mr. ROUSER. Senator, I am not a lawyer but my opinion is the
order was held invalid because of the method of allocation.

Senator CONNALLY. That may be, but I just wanted to get before
the committee clearly that the Texas commission was not wedded to
the 750,000 barrels a day. At one time it fixed an allowable of 375,000
barrels, and the Federal court set it aside, and at another time it
fixed the allowable at 290,000 barrels, and another Federal court set
that aside.

Mr. ROUSER. But if you will permit me, the concensus of opinion
of the majority of lawyers is that that was set aside on account of the
method of allocation, from this standpoint, that in Texas they have
insisted on giving a man with a well on 1 acre as much as a man with
a well on 20 acres, when the commission had a 20-acre restriction,
that is, you could not drill more than one well on 20 acres. That has
been since reduced to 10 acres.

Senator CONNALLY. I don't care to go into that. I was just inter-
ested in showing the committee they really desired to prorate that
field if it could be done.

Mr. RousiE. On the matter of nominations, the Empire Oil &
Refining Co. nominated 14,000 barrels. This present order gives
them 42,000.

The Shell Petroleum nominated 23,000 and this present order gives
them 51 000.

The tidewater Oil nominated 15,000, and this present order gives
them 46,000.

The Sun Oil Co. nominated 22,000, and this present order gives
them 65,000.

The Humble Oil & Refining Co. nominated 44,000 barrels and this
present order gives them 150,000. One hundred and six thousand
barrels in excess of requirements.

Senator REED. Are they running all that oil up to the limit?
Mr. ROUSER. Are they now?
Senator REED. Yes.
Mr. ROUSER. I will say that the major oil companies with quite a

degree of complacency are taking this oil into the storage, because
they have the empty storage, and they are glad to get it at 25 cents a
barrel.

The Atlantic Oil Co. nominated 29,000 barrels, and this present
order gives them 51,000.

The Sinclair-Prairie nominated 21,000, and this present order gives
them 50,000.

The Gulf nominated 25,000, and this present order gives them
74,000.

The regulatory body of Texas has thrown into the market 450,000
barrels a day more than the market can absorb, and the only reason
they are taking it is because they have this empty storage. But we
have been in distress in perfecting this in the last 3 years. We took
150,000,000 barrels out in 3 years, and they are going to put that back
m 5 months unless the Federal Government stops it.

In addition to that, it has been testified by the engineers that the
present allowable for the east Texas field of 851,000 barrels a day will
reduce the ultimate recover of the east Texas field 500,000,000
barrels. Your Bureau of Mines will concur in that.

I
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Senator REED. Do you think we can compel the State authorities
of Texas to cut down the amount of the order they have made?

Mr. ROUSER. I think you could have a very, very persuasive effect
on them, and if they don't cut the Texas production down to the
allocation made by whoever is administrator of this industry, Texas
will drown in its own oil, and if we don't want to play good neighbor
with the rest of the States, we should drown in our own oil.

Senator GORE. How much of this daily production goes out of the.
State, on the average?

Mr. ROUSER. Texas consumes only 5 percent of the Nation's,
total. They consume about 100,000 barrels a day, and they are
produchir 800,000 barrels a day.

Senator GORE. If an order were passed confining this oil produced
in Texas within the limits of Texas, they would drown in their own
oil; is that right?

Mr. ROUSER. Yes, sir; they would drown in their own oil, and every
one of us independent producers in the State of Texas would be
bankrupt in 6 months. But I do not believe any regulatory body
will go that far. Under the order the total production of Texas today
is 400,000 barrels a day.

Senator GORE. The whole State?
Mr. ROUSER. The whole State. Sixty percent of the Nation's

total consumption requirements. We only consume 5 percent.
That is not playing fair with Oklahoma and these other States. It
is not right.

When I hold out to you that 500,000,000 barrels of oil will be left
in the ground and cannot be recovered under that oreer, what do s
that do? It adds on to the next million barrels taken out of that fie'd
an additional cost of 40 cents a barrel, because it wou'd have to te
produced and pumped, rather than produced as flowing oil. That 40
cf nts per barrel is going to be raid by whom? By the consumer.
So therefore the ccnsunrer has a jeal plae in this icture frcm the
standpoint of the excessive cost of producing that oil.

Another thing that has been done under State regulations, in myopinion there were 6,000 unnecessary wells drilled in that field at a
(o t of $100,000,C00. I mean by that that 4,000 wells could have
Froduccd the same amount of oil as 10,00. Who does that extxa
(okt fall upon, 'cr that unnececsry drilling? 7Ihe consumer. What
I as gone on in Texts tcdfy has placed a bturen on the consumer of
F400,00,000, undcr the present program, of unnecessary investment
that should have been saved and could have been saved under rroper
regulation.

That is the reason I tm for this Capr er-Marand bill. I beieve we
can get it quick; Fossibly we can g t it under the general industries
bill, but under the Mt.rlknd-C upper bill the mechanics of the thing
can be set up immediately. The secretary, or whoever is the coor-
dinator, might do that in 2 wees. He could call a hearing in 10 days
and could adopt a code of control, tind tlat control will go to Texas
and stay there, because the sentiment in Texas, from your banks and
business interests 6own to 00 percent of the industry, is absolutely
for conservation.

Senator RE!D. What kind of a man should the coordinator be? A
man experienced in the oil business?
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Mr. RousER. My opinion is he should be a man experienced in the
oil business. There are possibly men in business life who could fill
the job, but my idea is he should be a man that is versed in the oil
industry. He is taking over oil production, oil refining, and market.
ing. Whoever that man is is really going to have control over four
industries under this bill.

The CHIARMAN. The committee thanks you.
Mr. Bush is here from Ohio. We will hear him for 5 minutes on

another subject.

STATEMENT OF SAMUEL P. BUSH, COLUMBUS, OHIO

Senator REED. Whom do you represent, Mr. Bush?
Mr. BusH. Nobody but myself, sir. I am a retired industrialist.
Senator GORE. Do you want to be put under a dictator, Mr.

Bush?
Mr. BusH. Sir?
Senator GoRE. Do you want to be put under a dictator?
Mr. BusH. I think it is necessary at this time.
Senator GORE. I thought, being one man, maybe you could dictate

your own business. Go ahead. Pardon me.
SMr. BUSH. I have had a long experience in industry, and I would

like to address myself to section 7, if you please, on page 7 of this
bill, which refers to the rights of employees to organize and bargain
collectively, and so forth. It is not necessary to take up the time
of the committee to read all these provisions. I appreciate the pur-
pose fully of provisions of that kind in the interest of labor have had
a great deal to do; in fact, most of my life I was associated with labor
and labor problems, and having had the direction of all kinds of
labor, union and nonunion. I am thoroughly familiar with the course
of events in the past.

I just want to call attention to the fact that unless there is some-
thing else put into this bill in this section to effect a balance that
you are likely to run into a great many very ugly situations. I will
just describe one. You are an employer; you may have 5,000 men
or 10,000 or 1,000 men, and your employees decide to organize a
trade union. They call in a union officer of some kind. He comes
to you and he says he wants you to raise the wages, perhaps change
certain other conditions of work. The relationship between your-
self and your employees is gone. If you are in Cleveland, operating
in Cleveland, a man from Chicago may come down and take charge
of your relations with your employees. That is not a matter of
theory; that is a matter of actual experience and practice in my
own experience.

I never hesitated for a moment to confer with any labor leader that
ever came to see me, but when I had affairs to settle with my own
employees I wanted my employees to know the facts as I stated them,
to have them see me when I was stating them, and to have them under-
stand everything I said, and I think if you are going to have favorable
relationship between employer and employee that that is essential,
that you are going to lose that to a great extent with these provisions
that are in here.

If you are going to keep these provisions in here there has to be
one thing I can see that you can add to effect a balance and that is
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to establish, to state in this measure, that the Administrator, the
President of the United States, shall establish certain wage principles.

What I mean is this: I have had experience and have had full
knowledge of most of the arbitrations and mediations that have gone
on in this country to any extent, railroad and coal and all that sort
of thing. They have always been conducted on a horse-trade basis,
and under conditions which are prevailing today, and which are
likely to prevail in the future for a long time to come, that negotiat-
ingon a horse-trading basis is all out of place.

This measure is to apply for 2 years. The Governmnt is to fix
minimum prices and minimum wages. Some governmental agency is
going to do that. While that is being done there ought to be some
wage principles, because there will be times when wages ought to
go up and there will be other times when wages ought to go down.

I feel that in addition to this text as it appears here now, in order to
eliminate the dangers, that it would be very essential to put into this
an amendment which would provide for the establishment of some
wage principles.

Here we have a situation today where you are on the one hand,
trying to get agricultural commodity prices up, because in relation
to industrial commodity prices agricultural prices have been low.
Under this new set-up of industrial control these minimum prices will
have to be established a on the basis of cost. It is going to be essen-
tial to get at costs, and you may include the costs probably or possibly
a small percentage of the values that are invested, the capital invest-
ment in the enterprise, those that are essential, not those that are not
essential. Now, if you go on raising wages and putting them into
the costs, you are going to get industrial costs out of balance again
with agricultural prices. Therefore, under this new situation whichyou are trying to bring about of economic balance between one group
and another, the question of establishing economic balance and wages
is a great factor in the whole thing, 60 percent, usually, of the cost of
manufacture-it is such a large factor that in order to avoid a lot of
conflict and to maintain some balance, I suggest to your committee
that a provision which will aim toward suitable wage principles be
incorporated.

It is just like the Constitution of the United States. You come
here to enact laws, statutory enactments, but they have got to be
enacted so as to be in conformity with the principle of the Constitution
of the United States.

The CHAIRMAN. Thank you very much.
Senator CLARK. Mr. Bush, if you had a dictator of industry and

did not have some such provision as in section 7 here, you have pure
regimentation of labor, don't you?

Mr. BUSH. No, not necessarily at all. We all know there are
some very foolish industrialists, and there are some very intelligent
industrialists too. The great mass of them are all right, and the
great mass of labor is all right, too.

Senator CLARK. I am in accord with that, but if you don't give the
laboring class the right to collective bargaining-

Mr. BUSH. He has got that right now.
Senator CLARK. Not if this bill is passed and we have a dictator-

ship. He won't have unless you put it in the act. You will then
have pure regimentation of labor.
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Mr. Busu. I don't understand that this act'takes away the ability
of labor to speak for itself.

Senator CLARK. It does unless you put it in there.
Mr. BusH. I don't understand that at all.
Senator CLARK. That is the way I understand it. You set up a

dictatorship.
Mr. BusH. I understand that the Government through some

agency is going to establish a minimum wage and that labor will
have the same opportunity it has always had to ask for more than
that minimum if the conditions are propitious.

The CHAIRMAN. Thank you very much, Mr. Bush.

STATEMENT OF JACK BLALOCK, RBEPRESENTING THE INDEX.
PENDENT PETROLEUM ASSOCIATION OPPOSED TO MONOPOLY
AND THE INDEPENDENT PETROLEUM ASSOCIATION OF TEXAS

Mr. BLAZOCK. My name is Jack Blalock, Marshall, Tex., attorney
at law, and independent producer, representing the Independent
Petroleum Association opposed to monopoly, and the Independent
Petroleum Association of Texas.

Senator CLARK. Mr. Blalock, you stated a while ago there were
three of these independent associations.

Mr. BLALOCK. Yes, sir.
Senator CLARK. Would ou mind stating what they are?
Mr. BLALOCK. Independent Petroleum Association of Texas is a

group of independent oil men living in Texas who have production in
Texas, with approximately 3,000 members. They have a potential
production of approximately 7% million barrels per day. There is
written into the charter and bylaws of the organization a provision
that the major oil companies cannot belong to this organization and
cannot contribute, either directly or indirectly, any funds for itssuv~ort.

he Indeendent Petroleum Association-
Senator GORE. What is the distinguishing mark of a major com-

pany? Can you state that in a word? 0
Mr. BLALOCK. By that we mean integrated companies, companies

that are associated and have control of production, transportation,
refining, and marketing.

Senator GORE. Yes.
Mr. BLALOCK. This kind of an organization cannot belong.
Senator GORE. And that without reference to capitalization or bulk

of the concern?
Mr. BLALOCK. That is correct. However, I might say to you, sir,

that none of what is called the very large companies, because all of
them are integrated companies, belong to this association.-

Senator GORE. And most that are integrated are in large concerns?
Mr. BLALOCK. That is correct.
The Independent Petroleum Association Opposed to Monopoly

was formed here in Washington during the recent so-called "Gover-
nors' Oil Conference." There was a meeting of the independents and
the major companies in this town. A program was devised to which
certain independents could not subscribe. They formed this organi-
zation at that time. It is comprised of producers from California,
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Oklahoma, Texas, and one or two other States that I cannot give you
off the record now.

Mr. Chairman and gentlemen of the committee, I take it that all
American citizens are fundamentally opposed to Federal dictatorship
or any other kind of dictatorship, that the only reason that could
possibly be advanced for leaving that principle of our Government
would be a real and genuine emergency.

There are many others who do not believe that it would be wise,
even under those conditions. However, I desire to point out to this
Committee that there is no emergency in the oil business today. The
oil industry is in better position than any other industry in America.
I say to you with all earnestness and sincerity that the vast majority
of the people who are now engaged in the oil industry are making
money, are making a profit.

You have heard much today about overproduction of oil being the
real emergency. Let us check the figures and find whether that is
the case, whether that is the cause of this controversy here today.
I will not quote from the Oil and Gas Journal, which is a publication
supported and sponsored principally by the Standard Oil Co. of New
Jersey, but I will give you the figures for the United States Bureau of
Mines for the year 1932 in this country.

The average daily demand for crude petroleum in the United States
for the year 1932 was 2,554,000 barrels per day; the average daily
production for the same period of time was 2,247,000 barrels, an
actual underproduction of 317,000 barrels of crude petroleum per day.

These are the figures from the United States Bureau of Mines. I
submit to you that that does not show an emergency as the result of
overproduction.

Where did the difference between production and consumption
come from? This more than 300,000 barrels per day? It had to
come from one of two sources or both; withdrawals from storage or
imports of foreign oil, and in that connecion, may I call your attention
to the fact that 13 major oil companies own 92 percent of all the
storage in the United States of America, and that three oil companies
import 92 percent of all of the oil that is imported into this country.

Now, gentlemen, there is the issue. This program that was
advanced in Washington 2 months ago-

Senator CLARK. Who are the three, Mr. Blalock?
Mr. BLALoCK. The Gulf, the Shell, and the Standard of Jersey.

This program that was advanced in Washington 2 months ago in an
effort to persuade the National Congress and this administration that
an emergency existed went further than that. It put out the figures
that the actual consumption of crude petroleum was 2,000,000 barrels
perday, when as a matter of fact the consumption, according to the
United States Bureau of Mines was 2,554,000, and they asked at that
time that production in this country be held (town to 2 000,000
barrels in order to guarantee to 13 companies it monopoly upon
500,000 barrels of market per day, to make it unlawful, if you please,
for the independent producer of crude petroleum in this country
to even attempt to get any part of that market.

Gentlemen, I say to you in all earnestness that does not present
to me a picture of an emergency as the result of overproduction.

When the program that was adopted by the Conference of Fifteen-
and it was written by a committee of five, and of that committee of
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five-this is the so-called Governors' Conference I am talking about,
gentlemen-Mr. Walter Teagle, president of the Standard Oil Co. of
New Jersey was one, Mr. R. C. Holmes, then president of the Texas
Co., was one; Mr. C. B. Ames, president of the American Petroleum
Institute was one, none of them representing any governor in this
country; a Mr. Grimm from Ohio was one, and Governor Landon, of
Kansas was the other.

They drafted the document that Mr. Brown introduced into the
record in this case, and it was accepted by that organization of majors,
so-called "independents", and Governors' representatives. It was
carried to the President of the United States. The Independent
Petroleum Association, opposed to monopoly, which I represent, also
drafted its recommendations and carried them to the President of the
United States. He took both matters under advisement and he wrote
his recommendations to the Governors of oil-producing Statep in this
Nation, and what did he say?

I especially direct your attention to paragraphs A-1 and A-2 of the recom-
mendations of the Committee of Fifteen-

Senator GORE. This is the President's communication?
Mr. BLALOCK. Yes, sir; to the Governors of the oil-producing

States. It was made public-
I especially direct your attention to paragraphs A-1 and A-2 of the recom-

mendations of the Committee of Fifteen. It is obvious that the action proposed
to be taken in these paragraphs is within the sole authority and jurisdiction of
the interested States. The President of the United States has no authority
to declare a moratorium such as is proposed and he might be regarded as in-
fringing on the sovereignty of the States if he should make the request contained
in paragraph A-2.

Let us see what these paragraphs were.
Paragraph Z-1: To meet the existing emergency, the committee unanimously

recommends:
That the President of the United States be requested to transmit this report to

the Governors of California, Kansas, Oklahoma, Texas, and New Mexico and
to call upon them immediately to close all flush pools in their respective States
until the 15th day of April next, excepting wells producing more than 10 percent
of water which would be damaged irreparably by a complete shut-down.

A-2. That upt Preisdent of the United States be requested to call upon the
Governors and legislatures of the principal oil-producing States which have no
adequate or no general conservancy statute to adopt such a statute immediately
in order to further the conservation and scientific and more orderly development
of the oil and gas resources of such States and in order to enable full cooperation
toward those ends between all the principal producing States.

That last paragraph, A-2, is incorporated in the Marland bill and
the Capper bill before this committee now.

This recommendation to declare a moratorium upon production
the President of the United States said he had no authority to do,
and it would be an infringement upon the sovereignty of the several
interested States. If it would be an infringement upon the sover-
eignty of the several interested States to declare a moratorum upon
flush pools in order to keep down production within market demands,
then I respectfully submit to this committee that it would be equally
an infringement upon that State's sovereignty to appoint a Federal
oil dictator to do the same thing.

Senator REED. What would happen to you if one of that Committee
of Five was appointed Federal oil dictator?
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Mr. BLALOCK. Well, sir, I feel that inasmuch as-although they
are honorable men, personally-

Senator REED. Ul course.
Mr. BLALOCK. That inasmuch as they subscribe to the theories

which have been advanced here, that it would mean the complete,
speedy, and absolute elimination of every independent oil man on the
North American Continent.

I point these things out in order to show that no emergency exists.
Let us go further, still quoting from the President's message of
April 4:

There seems to be a wide-spread feeling that an emergency exists in the oil
industry calling for action and it is hoped that the governors of the States
affected, after consultation with each other, will take action appropriate to meet
it.

The Committee of Fifteen in paragraphs A-3 and A-4 recommends certain
action on the part of the Federal Government. I am of the opinion that the
suggestion that the Congress pass legislation prohibiting the transportation in
interstate and foreign commerce of any oil or the products thereof produced or
manufactured in any State in violation of the laws thereof, is well considered.

Not the orders of a regulatory body, but the laws thereof.
I am prepared to recommend such legislation to Congress as the contribution

on the part of the National Government toward the solution of the difficulties in
which the oil industry finds itself.

And may I say to you, gentlemen of the committee, that my organ-
ization also subscribes to that proposition.

Senator CONNALLY. You mean by that a statute prohibiting the
interstate shipment of oil produced in violation of any State law?

Mr. BLALOCK. Yes; in violation of any State law.
Senator CONNALLY. How about a regulatory body under the

State law?
Mr. BLALOCK. The bill as written provides any violation of a

State law or regulatory body or officer, or of the Federal agency which
it purports to set up.

Senator CONNALLY. I understand that, but I am talking about the
attitude of your group.

Mr. BLALOCK. We would not be opposed to it, sir.
Senator CLARK. You mean if anybody produced in excess of their

allowable it should be excluded from interstate commerce and the
authority of the Federal Government should be used to enforce that?
, Mr. BLALOCK. Correct, sir; that is, interstate commerce in the true

sense of the word.
Senator GORE. I can go that far.
Senator CLARK. So can I go that far.
Mr. BLALOCK. And so, gentlemen, all reports, telegrams, and rumors

to the contrary notwithstanding, the independent oil men of this Nation
whom I have the honor to represent, stand for true conservation of
the natural resources. True conservation. That does not mean
price fixing, that does not mean allocation to the producing States of
this Nation based upon market demand. That means the preven-
tion of physical waste, and the only case that has gone to the United
States Supreme Court in that case is the Champlain case for Okla-
homa, and the United States Supreme Court upheld that particular
order of the Corporation Commission of Oklahoma for the sole and
exclusive reason that it showed that production in excess of the
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market demand would go into earthen storage and that it would
create waste. No court anywhere in this land has ever held that
any governmental agency, any governmental organization, has the
right to limit production to equal the existing or the guessed-at
market demand.

Senator REED. Do you think the Federal Government could do it
within the separate States?

Mr. BLALOCK. You mean as provided in this bill?
Senator REED. Yes.
Mr. BLALOCK. My personal opinion, sir, is that they cannot.
Senator CONNALLY. Let me ask you, in the case of the Railroad

Commission of Texas, in these two formal orders fixing it one time at
375,000 and the other time at 290,000-

Mr. BLALOCK. I would like to explain that, sir.
Senator CONNALLY. Was it true that the court held these orders

invalid because they claimed they did take into consideration the
market demand?

Mr. BLALOCK. Let me give you a little of that history. It is some-
what complicated.

Senator CONNALLY. I don't want to interject it.
Mr. BLALOCK. It is very important, because it was brought up by

the speaker who preceded me. The first one was known as the
"People's Producers case." There were a great number of people
who brought the action in the Federal court to enjoin the enforcement
of the commission's order. That order called for a total field allow-
able of 375,000 barrels in east Texas. It distributed that allowable
almost upon a per well basis. Gentlemen, don't be confused by the
meaning of per well. By this per well designation that I am making
means giving each well in the field regardless of where it was located
on the structure, approximately the same amount of oil.

Senator GORE. You mean the same amount or the same percentage?
Mr. BLALOCK. The same amount. We hadn't come to the poten.

tial that we have now in east Texas.
Senator GORE. Flat?
Mr. BLALOCK. Flat allowable, to all intents and purposes. There

were some other features taken into consideration, but the court held
that was what it amounted to. The court struck that order down for
two reasons. It struck it down because the allocation between the
wells did not give to the well more favorably located upon the struc-
ture its advantage which its natural situation entitled it to and second,
because the court said express in language a flat allowable of 375,000
barrels is too low and confiscatory.

That was before we had the market demand statute in Texas.
The legislature rushed together and passed the market demand
statute, and then the nominations which Mr. Rouser talked about
were made to the railroad commission, and they fixed the allowable at
290,000 barrels.

Senator GORE. Made it less than the other?
Mr. BLALOCK. Made it less than the other, because of these so-

called nominations for the purchases of crude oil.
Senator GORE. Notwithstanding the court had held that 375,000

was confiscatory?
Mr. BLALOCK. Yes; insufficient confiscatory.
Senator CONNALLY. There was another act introduced?
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Mr. BLALOCK. They passed a new law, and we were told that
under market demand we could just cut it right on down.

Senator REED. When you speak of nominations, you mean esti-
mates of consumption?

Mr. BLALOCK. By that I mean the purchaser of crude consumption
comes before the regulatory body and tells them how much he thinks
he will buy in the next 3 months, and if this nomination is followed it
delivers body and soul the amount of oil that can be produced in any
field or Statp or Nation into the hands of the purchasers of crude oil.

Senator REED. Then, if they want to use oil that they have in
storage and suppress independent production, all they have to do is
estimate low?

Mr. BLALOCK. Exactly.
Mr. CLARK. Suppose they came in and said they didn't want any?
Mr. BLALOCK. Then you couldn't produce any.
Senator GORE. At that point, what is the amount of oil in storage

now?
Mr. BLALOCK. Senator, I can't give it to you. I can say to you

that in the three years prior to this one storage was reduced in this
country more than 100,000,000 barrels. Coupled with the imports
of oil it proves the statement that I have made that there is bound to
have been an underproduction.

Senator GORE. I want someone to put in the record the amount of
storage the 1st of January and the 1st of July for the last 3 years.

Mr. BLALOCK. I will furnish that to you on Monday.
Now, then, after the 3-judge Federal court had stricken down

this order and they wrote the 290,000-barrel order, I find in my file
a copy of the opinion of the court, and that [indicating] is all the space
they gave it, and here is what they said, and it is really in point on
this bill.

This case represented another effort on the part of certain owners of oil-
producing property in east Texas oil fields to obtain relief against the orders of
the railroad commission. Their petition asserts that the orders complained of
* * * are in fact and in legal effect the same as those which in The People's
Petroleum Producers v. Smith were held to be confiscatory and illegal and ordered
enjoined. Practically, the order complained of here is more drastic than the one
enjoined. They limited the production of the field to 375,000 barrels per day,
and plaintiff's wells to around 40. This order limits the total production from
the field to 290,000 barrels and production from the plaintiff's wells to around 27
to 31 barrels.

As to the actual physical waste, either under or above ground, the evidence on
this hearing is not different from that on the former.

In other words, the court said although Texas has been permitted
to limit production under a market demand statute, since they have
attempted to do it, they can't confiscate a man's property, and this
order is worse than the other, and they struck it down.

Senator GORE. Because the amount allowed altogether was less
than in the previous case?

Mr. BLALOCK. Correct.
Senator GORE. Now, then, wouldn't that reasoning of the court

3tand against that limitation no matter by what authority passed?
Mr. BLALOCK. I think it would. In other words, I subscribe to

your theory that no governmental authority, that no legislature, can
take a man's property any more than the Railroad Commission could
take it.
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Senator GORE. The Federal Government cannot take property
without due process of law or without paying the value of it any more
than a State can?

Mr. BLALOCK. Exactly.
Senator GORE. Did these cases go up?
Mr. BLALOCK. No, sir; they did not. Those orders were stricken

down and immediately the Railroad Commission promulgated a new
one. What happened after that? I will bring here Monday and
put into the record, if I may be permitted, a copy of that first opinion,
for the reason that it points out to the Railroad Commission how to
prorate east Texas, if they can do it at all, and it tells them in express
language that the way to do it is to put it upon a well potential basis,
permitting each well in the field to produce the same percentage of
its capacity to produce.

Senator CLARK. And it is then constitutional, on the conservation
theory?

Mr. BLALOCK. I don't quite follow you on that.
Senator CLARK. It is then constitutional, on the conservation

theory?
Mr. BLALOCK. That is right, if any proration is constitutional.
Senator CLARK. Where the demand theory does not come within

the conservation theory at all?
Mr. BLALOCK. Correct.
Senator CLARK. You limit a well that is high on the structure as

well as the one on the edge, and by so doing you are confiscating his
property?

Mr. BLALOCK. Exactly. The Federal court used almost those
exact words, and says that this order takes away from the man more
avorably located on the structure his oil and gives it to the man less

favorably located, which is taking from one without due process of
law and giving it to another, and cannot stand.

Further, the Federal court cited the Railroad Commission of
Texas for contempt and told them if they put out another order of
375,000 or 400,000 barrels they would put them in jail. It cited them
to appear on a certain day for trying to hold this production down in
that great field to what the American Petroleum Institute conceived
to be the market demand.

All right. The next great task that devolved on that very efficient
commission was to find out how much each well could produce, so it
issued an order and said, "We will open each well in the field through
a 2-inch choke for 1 hour," and the Federal court enjoined them,
because they said it would produce so much oil they couldn't get
it out of the field. Then they went back and the Federal court
modified that injunction and told them to do this: Take 1 square
mile and take a well on each corner and one in the center and measure
those, and it would be at least a relative gage of its ability to pro-
duce, and they did it, and do you know what the potential production
of the east Texas oil fields was? Better than 120,000,000 barrels per
day. Now, then, we think of 800,000 barrels of oil as being a lot of
oil.

Senator GoRE. Are you right about that?
Mr. BLALOCK. Yes, sir.
Senator GORE. 120,000,000?
Mr. BLALOCK. According to that potential test, per day.
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Senator GORE. 120,000,000 barrels per day?
Mr. BLALOCK. Yes, sir. The East Texas oil field according to that

potential test can produce more oil than all of the other flush fields in
the United States of America combined.

Senator GORE. Well, that is 40 times what we do produce.
Mr. BLALOCK. All right, sir. What have we done to remedy it?

Talk about Texas not trying to solve this problem. We have cut the
production in East Texas, under an order that is under attack in the
Federal court yesterday and today in Fort Worth, to six tenths of 1
percent of its ability to produce. Cut it down 99.4 percent. No
other oil field on the face of the earth hlis ever before attempted to do
such a thing.

Senator GORE. They had some of the wells in Oklahoma set down to
about 1 percent.

Mr. BLALOCK. This is six tenths of 1 percent, of each well in the
field.

Gentlemen, that occurs to me as being a rather determined effort
on the part of the sovereign State of Texas to cooperate in this situa-
tion, and the Federal court told them if they cut it any lower, when it
was at 400,000, they would put them in jail. And I don't know but
what they should.

Senator GORE. There wasn't any proposal made to pump this oil
back into these wells out of storage, wits there?

Mr. BLALOCK. No, sir.
Now, then, let us see about these nominations and market demand.

This computation that they testified they would buy 290,000 bar-
rels-every one of them put a proviso on it, provided the Railroad
Commission of Texas issued what "in my opinion" is a valid and
reasonable order. So read by the president of the Humble Oil &
Refining Co. All right, they threw out some 100,000 barrels of
nominations. Put it at 290,000, and the same nominators, some of
them, testified there was'a market demand for a million barrels if
you took price into consideration. In other words, it was a price-
fixing scheme. Of course, we know there is a greater demand for
oil at 10 cents than there is at $2 or at 50 cents. Therefore, when you
come to the question of market demand, then you have got to take
into consideration what price you are buying it for, what oil are you
getting and from where, what gravity; east Texas crude, Yates crude,
Oklahoma City, California, Kettleman, or what? They are different
You can't just write into the law a proposition on an intricate question
like that, market demand to be fixed by one man, and then divide
it up between the oil-producing States of the nation.

It does violence to every principle of a free people. The President
of the United States, in that same message of April 4, on the report
of the Independent Petroleum Association opposing the monopoly,
recommended the enactment of emergency legislation by Congress
divorcing oil pipe lines engaged in interstate commerce from other
branches of the oil industry. He said:

I am convinced that this is a reasonable request and Ihat legislation should be
enacted at as early date as possible.

Gentlemen, on the question of divorcement of pipe lines, you are
all familiar with the great national scandal that confronted this
country 60 years ago when Mr. Rockefeller was building the Stand-
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ard Co., and when his contracts with the railroads provided for
rebates on every barrel of oil he shipped over those railroads and
a drawback on every barrel of oil his competitors shipped. It cre-
ated a nati nal scandal and Congress investigated it. The Su-
preme Court held it unconstitutional and it was stopped. I say
to you, in all honesty and sincerity, that those same rebates, those
same drawbacks are in effect today in a more pernicious and aggra-
vated form than they were then. Why? Because the pipe lines have
taken the place of the railroads as a transportation agency of crude
petroleum. Those transportation agencies are owned by the very
men who produce the oil, ship it through them, refine it and market
it. They get 100 percent rebate on every barrel of oil they ship and
100 percent drawback on every barrel of oil that their competitors
shif submit to you that not long can a free people exist under such

a system. It was a national scandal 60 years ago and it is a national
&grace today.

Senator REED. Who can take over those pipe lines?
Mr. BLALOCK. I submit to you that can be handled in the same

way that the railroads and the coal situation was handled. In the
first place, the Government can make it unlawful to own them and
as soon as this is done they will get rid of them. But if you want a
solution, here it is. At least it Will start things. Understand this.
Take the Humble Line for example. The Humble Pipe Line Co.,
100 percent of its stock, according to my information, is owned by
the parent company, the Humble Oil Co. The ultimate owners of
that pipe-line stock are the stockholders in the, Humble Co. Take
the pipe-line stock and distribute it among those ultimate stock-
holders and tell them to do it in 6 months or 30 days and then give
the stockholders 18 months to get rid of it, one stock or the other.
Provide in your divorcement, which is an amendment to the Inter-
state Commerce Act-Senator McAdoo has already introduced it in
the Senate-that there cannot be an interlocking directorates.
What will be the practical effect of it? I say you will take this
400 percent profit they are making, some of them, and distribute it
among these people over the country instead of dumping it into the
treasury of the parent company, and I do not believe that those citi-
zens out in the country, when they get that money, will come around
and put it into the Humble Oil Co. to drill more Wells to break down
the prices.

There is the scheme. Why will it not work? It has worked in
other instances.

Senator GORE. Have you lost hope of regulating pipe lines
effectively?

Mr. BLALOCK. No, sir; I think immediately after the divorcement
takes place, then the rates should be regulated and held down to a
reasonable profit on their investment.

Senator RCEED. Why not regulate them now?
Mr. BLALOCK. All right; but let us get rid of the pipe lines.
Senator REED. I am thinking of the next field of discovery. Who

is going to build the pipe lines for it, if you do not allow the present
owners or producers to do it?

Mr. BLALOCK. There will be plenty of them to do it. Who built
the railroads?
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Senator REED. They have quit building them.
Mr. BLALOCK. All iight. We have more pipe lines than we need

today.
Senator GORE. Did the law divorcing the coal mines from the

railroads help any? I helped to draw that act.
Mr. BLALOCK. I think it did. It took off of the open market the

coal produced by the railroads, shipped by it in competition with
others in the coal business.

Senator GORE. I think if there is any industry in the country worse
off than the oil business it is the coal business.

Mr. BLALOCK. I say to you that every industry is worse off than
the oil industry. We are in better shape than any of them.

Senator GORE. I thought a good deal about divorcing the pipe
lines from the companies, but I have not been able, in my own mind,
to see how it will effect the result. If the Government had the power
to bring about the result-I do not see how you can follow the stock
around the world and keep it from getting gack into the hands of the
people that want to own it for selfish reasons.

Mr. BLALOCK. It certainly comes closer to being the policy of this
Nation than the other provisions of this bill.

Senator GoRE. That is not the point. It is a practical thing
whether the Government can do it, whether you can divorce these
pipe lines from these oil companies with any assurance of the result
you are seeking following. Ido not see how you can tag the stock
in the pipe lines, no matter what you do and prevent the companies
that want to operate it as their own, and leave the pipe line to serve
the producers or refining companies. I do not see how you can do it.

Mr. BLALOCK. I think you can do it. I think we have done it in
the coal business.

Senator Goau. We passed the law, but I am not certain it answered
the hopes.Mr. hBLALOCK. It answered them to a very large extent, but that is

regulation of the interstate commerce under the provisions of the
Federal Constitution. That is a proper function of the National
Government, as I see it.

Senator REED. The Supreme Court said we can do it.
Senator GORE. I am not questioning the power of Congress to do

it. I concede that, but the economic effect, whether they can control
that and keep the companies that want to control these pipe lines,
in the last analysis, for selfish purposes, from doing so.

Mr. BLALOCK. I submit if Congress has the power to do it and it
is constitutional, then they can put a penalty there that will be such
that it will be enforced.

Senator GORE. I am not sure that you can follow the stock in pipe
lines and keep that stock from drifting into the hands of people that
have a community of interest with the oil companies, or that own
the refineries and the oil wells, and that want to dominate this
transportation.

Mr. BLALOCK. They have set up the plea that the pipe line is a
plant facility. I do not so regard it, in my opinion.

Senatr GORE. I agree with you there. That is not quite the point
I am dnving at. But whether or not any government has the power
to pursue this stock and keep it out of the hands of those who will
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cooperate and wink and nod with people who want to perpetuate a
monopoly and make them do it.

Senator CONNALLY. Do you mean by that when they are divorced
and the stock is scattered there is nothing to keep that stock from
drifting right back into the hands of anybody who can buy it?

Senator GoRE. Anybody that can buy it. It will be secret, but
now everybody knows who owns them and you can regulate them.

Mr. BLALOCK. I grant you, sir, you cannot prevent men from
entering into conspiracies. However when the ill effects, if they do
it to the extent that it will create the same trouble we have now,
become apparent, as they will, you can prevent that by preventing
the. interlocking directorates and interlocking officers of the two
organizations.

Senator GORE. I do not have much faith in that. I get your point.
That assumes that John Doe is on two directorates. We will say
John Doe is on one and Richard Roe is on the other, and they meet
and have a glass or two of 3.2 and go away with a very kindly feeling
and a gentlemen's agreement. I do not see how you can stop it.
My point is, I want to try regulating the rates first.

Mr. BLALOCK. We can at least make it unlawful and make them
sneak around in the dead of night when they do this thing instead
of coming out wide open like they do and crushing competition to
the point that the cannot survive.

Senator GoRE. That brings us back to the point of regulating the
sale of beer and stopping the bootlegger.

Mr. BLALOCK. I am not certain if given the power but that we can
keep in pretty close touch.

Senator CLARK. The effect of this amendment is, if passed, to abol-
ish competition.

Mr. BLALOCK. I understand that. That is why I am opposed to
the attachment of this bill to the general industries bill. I submit
this, that in view of the facts that have been given, that at least it
has become doubtful whether such a great emergency exists in the oil
business. If one does exist, I submit that the recommendations of
the President which prevent the transportation of oil in interstate
commerce that is produced in violation of the laws of the various
States, coupled with the divorcement of the pipe lines, will cure that
emergency. That will stop 95 percent of the ills of the oil business.

Senator GORE. State that again.
Mr. BLALOCK. To adopt the two recommendations made by the

President as to the prevention of running any excess oil in interstate
commerce production in violation of the laws and orders of the
various States, coupled with the divorcement of the pipe lines from
the other integrated units of the industry will, in my opinion and
in the opinion of those whom I represent, cure 90 percent of the ills
of the oi industry both real and imaginary.

Senator REED. It is half past four. How much longer do you
want to take?

Mr. BLALOCK. I have not had an opportunity to really take up
that bill itself. There are four or five things in that bill, if it were
to be considered the policy of this committee to be attached to the
general industries bill, we think must come out, or should come out
in the interest of the right to do business of the independents, and
four or five things that ought to go in it.
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Senator REED. Maybe you had better conclude on Monday morn-
inig.

Mr. BLALOCK. That suits me fine, if it suits the committee.
Mr. BROWN. Here are some extensions of remarks of my own and

also statements by Mr. Charles F. Roeser Mr. Joseph S. Bridwell,
Mr. J. D. Sanders, Jr., Mr. W. W. Warner, r. Sherman Hunt, which
we would like to have go into the record.

Mr. REED. All right, hand them to the reporter.

STATEMENT OF RUSSELL B. BROWN, COUNSEL INDEPENDENT PETROLEUM
ASSOCIATION Co, AMERICA

The American petroleum industry through representatives of every phase of
its activities, has spent 8 weeks In cooperation with members of the administra-
tion and Members of both branches of Congresq endeavoring to formulate a code
for the recovery of this phase of the Nation's business. Beginning with a con-
ference of Governors of the oil States, members of the independent branch of the
petroleum industry, and the larger companies, held under the auspices of the
administration, and continued through repeated meetings of representatives of
all the different shades of thought on the industry's problems, the best thought
available upon this question has been mobilized. for 2 months in this city. The
result of this work and careful study has been the development of many legisla-
tive proposals, the net result of which are embraced in the Federal oil control bill.

We do not believe that any association or organization, formed under the
general industries bill can arrive at any clearer solution of our problems. The most
difficult question we face is involved in lodging sufficient power in some Federal au-
thority to control and direct the operations of this code for the Industry. The
Secretary of the Interior is given that power under the Federal oil-control bill.
No method is proposed in the general industries act by which similar authority can
be conferred upon any official. Without that clear statement of responsibility
and of power, there can be no certainty that any code sufficiently detailed to meet
the unique problems of the petroleum industry could ever be effectuated.

The Federal oil-control bill is very clear in its statement of the different steps
to be taken to stop the present demoralization of the industry and to enable it to
recover. There Is not a single important phase of our problems whose solution
is not set forth in plain language in this proposed measure. In contrast with this
clarity we might point out that there is nothing definite proposed in the general
industries bill. In fact, the only definite provision is that agreements, etc., made
by the organizations functioning under that bill shall be exempt 'from the pro-
visions of the Federal antitrust acts. Very large sections of the American
petroleum industry fear such exemptions. They have reason for that fear.
Those reasons are written large in the economic history of the country and in the
records of our courts.

For years the American petroleum industry operated under what was practi-
cally a code of practices proclaimed, not by some association but by the will of a
few individuals. That code remained in effect until the adoption of the Federal
antitrust acts gave freedom to the industry at largo. Many of the independents
in this industry look upon the Federal antitrust acts as their Magna Carta, their
declaration of independence, their only assurance against the development of
monopoly.

The American petroleum industry today has a code of practices such as is pro-
posed in the general industries bill. It too, has been adopted by an organization.
It has been approved by the Federal Trade Commission. It is probably as good
a code of practices as might be devised by any business organization. It has
meant nothing In either preventing the evils which are today demoralizing the
industry or even in curing the evils that existed when that code was formulated.

What the Industry needs is not a code, but a director. It needs someone
who can coordinate the jarring elements in the Industry. It requires some au-
thority who shall take a national and not a limited view of the questions involved.
The American petroleum industry concerns not merely those in that industry,
but it concerns also and equally the economic welfare of this Nation for many
years to come, the systematic development of at least 20 States of the Union,
the reconstruction of the business life of those States, and the development of
their purchasing power, which is fundamentally necessary to the prosperity of
the industrial States of the Union.

17260-38---12
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Because of these national aspects of our industry and because the character
of petroleum, its production processing, transportation, and distribution are
unlike any other, it is most important that the provisions for recovery of this
industry ,shall be so clearly and positively fixed that there can be no misunder-
standing. That definition is obtained in the Federal oil-control measure.

The present demoralization of the American petroleum industry is well known.
That a serious emergency exists is recognized by the industry itself by the
Federal administration, and by all concerned in our economic life. 'rhe dis.
tress in this industry is largely due to artificial causes. These causes, however,
cannot be met either by private agreement or by the legislative action of asingle State.The necessity for proper control of the oil industry is clear. Such control is

not new. We Already have State control. What the industry needs today is
coordination of control legislation. This can only be obtained through Federal
action.

The control of the American petroleum industry should be either by a special
bill, clearly covering the peculiar problems of the oil industry or through the
incorporation of the provisions of such a bill in a separate section of the national
industries act, which should then exclude the petroleum industry from the gen-
eral application of that measure.

The petroleum industry is unlike any other. The market for its products Is
easily determined. That market cannot be appreciably extended. The amount
of our export trade is small compared with domestic consumption. This market
could be fully supplied by the output of any one of several of the new great oil
fields already developed and possibly by some of the newer fields which may soon
enter upon the production stage. If these fields produce at any large degree of
their possibilities, immense quantities of petroleum can find no market. This
means that the oil produced above market demand must go into storage. The
volatile nature of he most valuable elements in petroleum requires a costly
type of storage unless these elements are to be largely if not entirely dissipated.
Only large and rich corporations can afford these expensive storage facilities..
Smaller producers are forced to rely upon such cheap expedients as may be
devised. Often hundreds of thousands of barrels of oil are run into gullies
which have been dammed at the ends to form reservoirs to contain petroleum
For which there is no present market. A heavy rain storm may sweep these
hundreds of thousands of barrels of irreplaceable oil down a stream where it is
forever lost. A factory can produce shoes or hats or chairs or other manufac-
tured goods in excess of the immediate market demand, and hold this over-
production until such time as the market may absorb it. Petroleum cannot be
stored thus. Its normal course is from the well to the pipe line to the refiner
to the distributor to the consumer.

Attempts to meet this situation have been made by various oil-producing
States. Attempts have even been made to correlate the limitation regulations
of the various -States. Such attempts have failed. It is only natural that a
State having large flush areas should desire the largest possible production.
Any suggestion that one State should limit the production in order that oil fields
in another State might have a fair opportunity at the market has been unsuccess-
ful. A suicidal production race has resulted. New fields, with lowest production
costs, have taken the market from older fields, until still newer fields have entered
this race.

The inevitable followed. Excessive quantities of petroleum have been spas-
modically produced. The price in a glutted market naturally fell. It is today
so low that oil from some of the newer fields can be bought far below the pro-
duction cost of the older fields. If this continues, older wells of settled production
must suspend operations, since they cannot continue at a constant loss. This
involves a staggering lose to the entire Nation. There are over 300,000 of these
older wells. The oil reserves they touch are greater than the expected production
from the newer fields with which they are forced to compete. Viewing the situa-
tion solely from the standpoint of conservation of an irreplaceable national
resource, the abandonment of flush areas would mean less of a loss to the Nation
than the abandonment of these 300,000 wells. Furthermore, the flush areas
themselves will not long be free producing. It was stated recently at a hearing
in Texas that the great east Texas field would soon go on the pump. Because of
the open production from the 10,000 wells in this field, such damage has been
done that it is now expected that only about 1,140,000,000 barrels of oil will be
ultimately recovered out of the expected 1,800,000,000 barrels. This represents
a tremendous loss, not only to the various owners of the field or to the oil industry,
but to the American people.
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uations like this cannot be met by any system or set of rules or regulations

which might apply to a factory industry. It cannot even be met by a system
which might have application to other natural resources. Special provisions
must be made for determination of the market demand for petroleum, for the
definite allocation of that demand to the oil-producing States and the equitable
distribution of a State's quota among various fields, pools and common sources
of oil within a State. Furthermore, care must be taken in the interest of con-
servation of this national resource, so important in our economic life, to prevent
the premature abandonment of wells of settled production. This Involves the
establishment of a minimum price not less than the average operating cost of
such wells. Equally Important Is the establishment of a maximum price in
order to prevent the exploitation of the consuming public.

Then, too, the limitation of imports is a vital pa of any practical program to
stabilize the American petroleum situation. Unless the American producer
can definitely know the quantity of foreign oil which may be imported into our
market, no program can be developed to balance production with demand.
Furthermore, the unlimited importation of cheap foreign oil is a constant threat
to any attempt to maintain price stability upon which the future of the industry,
involving the purchasing power of over 2,000,000 people, depends.

These problems are peculiar to the petroleum industry. If their determination
is left to an organization set up under the Industrial recovery bill, and made
dependent upon the adoption of a "code of fair competition", a door for endless
debate will be open. The formation of an industrial association, under section a
of the industrial recovery bill, presents stupendous difficulties. Here again the
petroleum industry is unlike any other Industry. Many thousands of producers
would be concerned in such an industrial association. Many of these are very
small producers. While the total amount of money involved in the operations
of some small producers might seem Insignificant when compared with the invest-
ments of great oil corporations it does not seem Insignificant to these men them-
selves. Nor is the grand total of the investment of these smaller producers an
Insignificant total. These men would be entitled to representation In the indus-
trial association proposed in section 3 of the bill mentioned. Unfortunately, they
could not afford to give their personal attention to such an association. They
would be forced to delegate their representation. Larger or richer producing con-
cerns would, naturally, have a marked advantage in that a vice president or other
official might continuously represent such a company in the proposed asc 3iation.

Under the Federal oil control bill, the Secretary of the Interior is directed to
make a thorough Investigation of the whole industry to estimate the easily
ascertainable market demand to allocate this to the oil States, and, where this
Is necessary, provide for the distribution of that allocation to the pools, etc., in
the State. Under such a procedure, there would be little if any opportunity for
any groups obtaining undue advantage through their affiliation with other groups
in a trade or industrial association. Conversely, the smallest producer would be
assured of justice and his fair proportion of the production to meet the market
demand, without the employmen of expensive representatives to fight for his
interests in some trade association.

The weakening of the Federal antitrust acts involved in the general industries
bill is feared by many of the independent petroleum producers of the Nation.
This does not accompany the provisions of the Federal Oil Control Act.

The Federal oil control bill offers a guarantee of State rights. If it should
become the law, the oil industry in Montana, in Wyoming, in Pennsylvania, in
Ohio, in Louisiana, or in Mississippi, would be assured of its equitable proportion
of the Nation's petroleum production, just as much as the industry in Oklahoma,
Texas, or California, whose present fields are larger and whose production is
tremendous.

Codes of practice adopted under section 3 of the general industries bill might
be revised frequently and at short notice by a majority of these joining in such
an association. This would continue that uncertainty which is today one of the
causes preventing the orderly development of the petroleum industry. Invest-
ments in that industry are too likely to be regarded as highly speculative unless
there can be provided a substantial basis for continuous operations. Such a
basis is afforded in the Federal Oil Control Act. It is not assured under the
general terms of the other measure.

The petroleum industry in general has accepted the program set forth in the
Federal Oil Control Act. While that acceptance has not been completely unani-
mous, it is much more nearly unanimous than any agreement which could be
reached through an association formed under section 3 of the general industries
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bill. Neither those interested in imports nor those hoping to take advantage of
large flush production would have any special advantages under the definite
provisions of this bill. Those who have been profiting by violation of laws or
regulations intended to prevent unlimited production of unmarketable oil may be
expected to object to any program which restrains them.In addition to these groups who may offer some protest there may also be a
few who regret the necessity for any control measure of any kind. Whether
measured numerically, by acreage holdings, by potential production, or by any
other standard, all of these constitute a very small portion of the Industry.
Opposed to them and in favor of the oil control bill, whether as a separate measure
or as a special section in the general industries bill, is the great body of the
American petroleum industry. Those independents for whom I may especially
speak believe that this bill will stabilize the industry, will make possible even
justice for the smallest as well as the largest, will promote employment, will steady
the whole financial structure of the Southwest, will restore lost purchasing power
to 20,000,000 people, and will be one of the most significant steps toward general
economic recovery.

STATEMENT OF CHARLES F. ROEsER OF FORT WORTH, Tsx.

Your attention has already been called to the present demoralization of the oil
industry. I feel called upon to give you the facts and reasons for same.

For e past several years the great majority of those engaged in the oil industry
have felt that the production of oil should be held to correct consumption require.
ments, in order to bring about stabilization of the industry. Through cooperation
with the industry and through cooperation with State regulatory bodies, the
industry has been more or less successful in obtaining this end. However, recent
developments In the State of Texas where the production today amounts to
approximately 1,000,000 barrels per day, being 700,000 barrels per day in excess
of market requirements, has caused a complete breakdown in the price structure
for crude oil and fortunately brings to the attention of the administration in
Washington that both voluntary cooperation in the industry and State regulation
has completely broken down. This has been caused by a very small minority
refusing to be good neighbors to the extent of accepting fair and equitable alloca.
tion of production in the States and within the individual pools in the State. You
can readily realize that for one or two operators in a great pool like east Texas,
to refuse to obey the orders of a regulatory body, can affect every other producer
in that pool.

Conservation of oil is vital to the Nation's interest. The present program In
Texas, if allowed to continue, will reduce the ultimate yield of the cast Texas field
alone by 500,000,000 barrels, this evidence has been introduced by competent
engineers in a hearing held by the Railroad Commission of Texas on April 3 of
this year. This causes an unnecessary physical waste of a very valuable product.
In addition, the cost of producing the oil from the East Texas field will be greater
by 30 cents per barrel than if held under restrictions. The public at large is
interested from the standpoint of low cost of production, as this indoubtedly
has influence on keeping down the cost of refined products to the consumer.

The cast Texas field, under proper drilling regulations, could have saved at
least $100,000,000 in investment in unnecessary drilling, again it being in the
public interest to see the proper drilling regulations are enforced as lessened
cost investments react to the benefit of the consumer in the end.

The present low price for crude oil in Texas is causing a daily loss in revenue to
the oil producers and citizens of the State of approximately $400,000 per day.
The State's revenue from gross production taxes and ad valorem taxes has
decreased approximately $4,000 000 a year. In addition, the income to the
State University has decreased from approximately $1,500,000 a year to about
$300,000. It is unnecessary to say that the present low price for crude oil also
affects adversely both the banking interests in the State and general business
as a whole. In addition, conditions in Texas are having a direct bearing on the
national stabilization program now under consideration.

The failure of the industry itself and the State regulatory body m%kes it
imperative that we have Federal intervention at this time. If this is not done,
the oil industry as a whole will be facing a very serious situation not only from
the standpoint of bankruptcy to the producers themselves but by the throwing
ovt of employment thousands of men who are wholly dependent on the oil indus-
try for the support of themselves and their families.
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While I appreciate the fact that the oil industry would probably be benefited
under the general industries bill, I am afraid it will not give the quick relief that
the industry must have. The inclusion of the Capper-Marland bill as a
section of the general industries bill invests in the Secretary of the Interior the
authority to immediately start the rehabilitation of the oil industry, which could
be accomplished in a very short period of time under the said bill.

The Texas Oil & Gs Conservation Association, of which I am president, has a
membership of 5,200 persons engaged in the oil business comprising major corn
ranies, independent operators land and royalty owners, and others employed in
the oil industry, so that I feel that this association, more than any other active
association, is a cross section of the oil industry as a whole.

STATEMENT OF JOSEPH S. BRIDWELL PRESIDENT OF THE NORTH TEXAS OIL &
GAS ASSOCIATION

I appear before your honorable committee as a citizen of Texas, an independent
oil producer in north Texas, east Texas, and Oklahoma, and as president of the
North Texas Oil & Gas Association which has gone on record as favoring govern-
ment control, and representative of the Oklahoma Stript'er Well Association and
the Kansas Stripper -Well Association.

The north Texas district comprising some 15,000 wells was originally dis-
covered about 1904 and has gradually developed to its present total of about
15,000 wells, which naturally makes oil a principal resource of that district. The
present chaotic condition in the oil industry is occasioned by the excessive pro-
diuetlon in Texas where there is a market for approximately 800,000 barrels of
oil and where there is now a production of more than 1,500,000 barrels, causing a
surplus of more than 700,000 barrels which has demoralized the market to the
extent that we are now only receiving 25 cents per barrel for our oil. The north
Texas district is producing approximately 3 barrels per well, or a total of 46,000
barrels from approximately 15,000 wells, which necessarily, with the present
price, means the absolute abandonment of most of the wells in this district unless
action is taken by Congress.

Our association, as well as the other associations I represent, has gone on fecord
favoring the Marland-Capper bill as we are convinced by our experience in Texas
that the law should be as explicit as possible in covering the many intricate
details in the oil industry. The Marland-Capper bill definitely regulates imports
as well as oil to come out of storage which is very essential to the small independent
producer who necessarily must produce his oil to a market as he is dependent
upon selling it immediately in order to take care of his operating costs and paying
his labor.

The present chaotic condition has compelled a great reduction in salaries in
the oil field in our Mstrict during the last 30 days as we are dependent upon the
revenues from this oil to take care of our operating expenses. If the present
condition prevails thousands of wells will he plugged and thousands of men will
necessarily be laid off and be without employment. This alone with the waste
that naturally would result from the plugging of these wells is certainly reason
enough for Congress to take a definite hand in regulating the production of
America to the market requirement.

We have no hope of relief from the railroad commission of Texas inasmuch as
they have placed the allowable at practically double the market requirements even
though they have a law permitting them to reduce it to the market requirements.
We earnesily request. your consideration of this matter in order that we might
expect immediate relief from this chaotic condition.

I attach hereto copy of resolution passed In Oklahoma City on May 24 by the
Stripper Well Association of Kansas, the Stripper Well Association of'Oklaloma,
and the North Texas Oil & Gas Association of Wichita Falls, Tex.

Whereas the delegates to the stripper well conference, composed of represen-
tatives of oil and gas associations from the States of Kansas, Texas, and Okla-
homa, convened in the city of Oklahoma City, Okla., on the date of May 24,
1933, and acting as a committee of the whvle'adopted the following resolutions:

Whereas, because of ruthless and uneconomic overproduction of crude oil, the
price structure has collapsed and thousands of wells of the stripper class, number-
ing more than 500,000, are on the threshold of being abandoned; and

Whereas there is pending before the Congress of the United States a 1ill known
as the Marland-Capper bill, the purpose of which is the conservation of crude
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petroleum, and to preserve the same as a natural resource, not only for the future
welfare of the Nation, but as a very vital item In national defense; and

Whereas Federal intervention is welcomed as a means toward correcting the
evils and corrupt practice which have driven the oil industry from a secure and
profitable business into a state of chaos and bankruptcy; and

Whereas the failure to delay the imposition of Federal control at this critical
period will render definite and certain the loss of a valuable natural resource in
the form of the stripper well production, essential to the future welfare, and
property of many individuals, cities, and towns, and State governments who are
directly or indirectly dependent on the prosperity of the petroleum industry; now,
therefore, be it

Resolved, That the stripper well congress go on record in an affirmative manner,
endorsing the Marland-Capper bill in its entirety; and be it further

Resolved, That copies of this resolution be forwarded to the Secretary of the
Interior, Secretary of War, to United States Senators and Representatives of the
States wherein petroleum is produced, and to the chairman of the House Ways
and Means Committee, and to the press for publication, with the admonition to
all that the vigorous administration of the bill, if enacted into law, will elevate
the industry from bankruptcy to peace and prosperity, and contribute in a large
degree to the general recovery of all business in the entire Nation.

Resolution offered by Smith of Ardmore, Southern Oklahoma Oil & Gas Asso-
ciation, seconded by M0r. Weiner, Kansas Stripper Well Association.

STATEMENT OF J. D. SANDEFER JR., PRESIDENT OF THE WEST CENTRAL OIL &
GAS AsSOCIATIO'N

I appear before you as an independent oil operator of Texas and as president
of the West Central Texas Oil & Gas Association with a membership of 300. We
do not have a representative of any major company or purchaser of oil in our
association. This association covers 10 central west Texas counties with 8,127
wells, averaging approximately 31%4 barrels per day. A great number of the wells
in our district have been shut down at this time due to the chaotic conditions
whiclexist. We are unable to produce these small wells on the present price of
oil, which is 25 cents per barrel.

Our association has gone on record as favoring Government control with the
belief that the Marland-Capper bill has the necessary stipulations to give us
relief. We are especially interested in the preservation of the small wells, of
which our district consists, and also are especially interested in the limitation
of imports. We feel that every business establishment, as well as every individual
in our 16 counties is affected by the condition that exists at this time caused by the
low price of crude oil. In fact many of our wells will have to be abandoned in the
very near future and many of our operators will be completf1y bankrupt unless
the price of oil is such that it will enable us to lift our oil and have a profit there-
from, which is impossible at this time.

We urge immediate action by Congress, feeling that is our only relief in our sec-
tion of the State of Texas since the Texas authorities have proven to us that they
are unable to cope with the situation. As an independent oil producer of the
State of Texas and as a citizen thereof, feeling that I represent the sentiments of
every oil operator as well as taxpayer in the 16 counties which I represent, we
urge that we have immediate Government control as outlined in the Marland-
Capper bill.

STATEMENT OF W. W. WARNER, PRESIDENT OF THE OKLAHOMA STRIPPER WELLS
ASSOCIATION

The Oklahoma Stripper Well Association of which I am president and the
stripper well associations of Kansas and Texas present, through me, their request
that the Federal oil control bill be added to the general industries act and that
the American petroleum industry be exempted from the provisions of that
measure.

The stripper wells of the Nation, which constitute one of our most valuable
natural resources, must close unless there is some positive certainty that the
present condition in the industry will be so remedied that they can operate profit-
ably. That certainty can be obtained only through the specific provisions set
forth it the Federal oil control bill. The general industries bill, however appro-
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priate it might be to industry in general, necessarily cannot cover the peculiar
needs of the petroleum industry. Furthermore, the interests of various Influen.
trial sections of the American petroleum industry are so antagonistic to other
interests that it will be difficult to secure any practical working plan through an
industrial organization, subject to the natural competition between these oppos-
ing groups.

TMe rvalries, opposing interests, and antagonistic aims of the many sections
of the petroleum industry make it improbable that any existing organization or
any that might be formed could arrive at any reasonably unanimous agreement
on a practical code of ethics, although nearly the whole industry is willing to
accept the decisions of the Secretary of the Interior.

A disinterested Cabinet officer will be more generally trusted in estimating the
petroleum market demand and in distributing this demand among the States
than any interested group of producers themselves.

Many thousands of independent operators, especially the stripper well owners,
could not afford to give the personal attention necessary in order to have con-
tinuous and adequate representation in any industrial association charged with
formulating any codes or agreements to govern the whole industry.

The thousands of independent producers would not have sufficient influence
in any such association to prevent adoption of an industrial program which would
ruin them.

The past history of some of the larger and richer companies convinces many
independent producers that the largest companies will profit from any code or
agreement they may help to draw, to the damage of the smaller ones.

Only a Federal official can make production allocations to the oil-producing
States.

The unexpected discovery of new flush fields may wreck any program set up
under the general industries act.

The Federal oil control bill authorizes the Secretary of the Interior to alter
his estimates and allocations to most changing conditions; this ensures immediate
action in case of the discovery of new and great flush areas, which could not so
quickly or certainly be obtained under the general industries act.

No limitation of imports of foreign oil can be assured under the general indus.
tries act, although without such definite limitation no stablization of production
is possible.

The exemptions from the antitrust acts provided in the general industries act
is dreaded by the small or independent producer who has not forgotten the pro.
tection these acts have afforded him.

Preservation of "stripper" wells, involving enormous future recoveries of
petroleum, is directed in the Federal oil control bill.

The interests of the general public outside of the oil States and of the Federal
Government itself in the conservation of the Nation's oil reserves are too great
for these to be left to any self-selected members of any industrial organization.

In behalf of the Oklahoma Stripper Well Association, of which I am president,
and of like associations of stripper well owners in Kansas and Texas who join
with us for this purpose, I urge that the demoralized petroleum industry be given
its chance to recover under the cArefully drawn and definite provisions of the
Federal oil control bill, rather than under some general plan which may be ideal
for other industries, but which does not consider the unique problems of the
production, processing, transportation, and distribution of petroleum products.

The stripper wells are the older wells of the industry. Some of them are 50
years old. They have been called "the bAckbone of the industry." The present
flush wells will be the stripper wells of the future. Abandoment of these wells
will mean the complete loss of one of the Nation's most valuable sources of wealth.
That abandonment will be prevented by the Federal oil control bill.

Having been In charge of the distribution of Government flour through the
Red Cross, I personally know how entire communities and many districts In the
stripper-well section are today suffering acutely, since their livelihood depends
upon the production through stripper wells, which can only be assured through
definite provisions such as are included in the Federal oil-control bill. Work for
all the unemployed in the stripped-well sections is awaiting stabilization through
that act.

I would like to present to the committee the accompanying resolutions, adopted
by the stripper-well conference, and copies of telegrams addressed by our asso.
elation, in conjunction with other associations, to President Roosevelt and to
Mr. J. S. Bridwell.
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Whereas the delegates to the stripper-well conference, composed of represen-
tatives of oil and gas associations from the States of Kansas, Texas, and Okla-
homa, convened in the city of Oklahoma City, Okla., on the date of May 24, 1933,
and acting as & committee of the whole adopted the following resolutions:

"Whereas because of the ruthless and uneconomic overproduction of crude oil,
the price structure has collapsed and thossands of wells of the strip r class,
numbering more than 300,000, are on the threshold of beingabandoned; and,

"Whereas there is pending before the Congress of the United States a bill
known as the Marland-Capper bill, the purpose of which is the conservation of
crude petroleum and to preserve the same as a natural resource, not only for the
future welfare of the Nation, but as a very vital item in national defense; and

"Whereas Federal intervention is welcomed as a means toward correcting the
evils and corrupt practices which have driven the oil industry from a secure and
profitable business into a state of chaos and bankruptcy; and"Whereas the failure to delay the imposition of Federal control at this critical
period will render definite and certain the loss of a valuable natural resource In
the form of the stripper well production, essential to the future welfare, and
property of many individuals, cities, and towns, and State governments who are
directly or indirectly dependent on the prosperity of the petroleum industry; and
now therefore be it

Resolved, That tile Stripper Well Congress go on record in an affirmative
manner, endorsing the Marland-Capper bill in its entirety; and be It further

" Resolved, That copies of this resolution be forwarded to the Secretary of the
Interior, Secretary of War, to United States Senators and R.presentativs In the
States wherein petroleumn is p~roduced, and to thle Chairman of tile House Ways
and Means Committee, and to tie press for publication, with tle admonition to
all that the vigorous administration of the bill, if enacted into law, will elevate
the industry from bankruptcy to peace and prosperity, and contribute in a large
degree to thfe general recovery of all business In the entire Nntion."'

Resolution offered lby Smith, of Armoro, Southern Oklahoma Oil & Gas
Association.

Seconded by Mr. Weiner, Kansas Stripper Well Association.

President FRANKLIn D. ROOSEVELT,Ron.HAROD ICESWhite House, Washington, D.C.

Senator CAPPER,
Washington, D.C.:

We heartily approve of the Capper-Marland bill and urge that it be attached
to the general industries bill as we feel that this will expedite its passage.

THE NORTH TEXAS OIL & GAS ASSOCIATION,
KANSAS STRIPPER WELL ASSOCIATION,
OKLAHOMA STRIPPER WELL ASSOCIATION,

In Joint Meeting at Oklahoma City.

President FRANKLIN D. ROOSEVELT,
White House, Washington, D.C.:

We, the North Texas Oil & Gas Association, the Oklahoma Stripper Well
Association, and the Kansas Stripper Well Association in joint meeting in Okla-
homa City respectfully urge that you issue a proclamation to Congress recom-
mending that the Capper.Marlanl bill be passed as a part of the general in-
dustries bill.

BnucE MARTIN, Meeting Chairman.

J. S. BRIDWELL,
W. W. WARNER,

Washington, D.C.:
The North Texas Oil & Gas Association, the Oklahoma Stripper Well Asso-

ciation, and the Kansas Stripper Well Association hereby authorize you as their
representative to work with the authors of the Capper-Marland bill endeavoring
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to pass same In the best method possible and are forwarding you herewith copy
of a wire sent to these gentlemen. BRicE MARTIN, Chairman Meeting.

STATEMENT OF SHERMAN HUNT OP TYLER, Tux.

The American petroleum industry needs an umpire, not a mass meeting, to
solve its problems. Such an umpire is provided in the Secretary of the Interior,
in the Federal oil control bill. However helpful the general industries bi!l might
be to the various branches of American business, it does not promise any solu-
tion to the unusual problems which have resulted in the demoralization of the
American petroleum industry.

The most important questions which must be settled before there can be any
stability given to this basic industry are not likely to find their solution through
any organization within the industry itslef. Many of these questions are proper
only for a Federal office or for the congress of the United States. Among these
[ might mention the coordination of State consideration measures governing the
production of petroleum. It would be manifestly improper for any industrial
group to dictate to a sovereign State the nullification of existing laws on this or
any other question. Furthermore, a private organization such as is contemplated
in the general industries act, even though formed under governmental sanction,
would be subject to the laws of any State in which it operated. It could not as-
sume, merely by virtue of agreement between the members of an interstate as-
sociation, the right to prescribe the petroleum production of that State.

I represent 241 owners of property and members of an association of property
owners and royalty owners whose holdings cover practically the entire east
Texas field whose operations are responsible for much of the present demorali-
zation of the petroleum industry.

Our members are strongly in favor of the adoption of the Marland-Capper
Federal oil control bill either as a separate measure or as a part of the general
industries bill. We believe that the program set forth in that bill will immediately
and adequately remedy the disascr which has overwhelmed the petroleum
industry. While we are in full accord with the general provisions of this Marland
bill, we especially favor those portions of it which will establish a control of pro-
duction and will bar from interstate commerce oil produced in violation of the
attempts to limit production to the actual market demand.

The owners of the land beneath which these oil reserves exist are losing enorm-
ous sums of money through the overproduction it violations of the orders of the
Texas Railroad Conmmission. Since no records are kept of the amount of oil run
in violation of these States orders, no royalties upon this oil is being paid to the
owners of the property. This has resulted in many suits in an attempt to recover
money due the property owners. The inability to produce satisfactory evidence
?- regard to the exact amount of oil illegally produced has prevented the success
of many of these suits.

The overproduction of oil from our properties has made it necessary to put
much of this oil in storage. Most of the property owners have contracts which
provide that royalties are not paid upon oil in storage until that oil has been sold.
The excessive rate of production has so filled storage that withdrawals are small.
This means that the oil remains a long time in storage until, in many cases, the
strrage rates equal the price utlimately paid for this oil to the still further im-
poverishment of the royalty owners.

Oil produced in violation of State law and clandestinely marketed pays no
taxes to the State. This means that additional tax burdens must be carried by
those whose business is based upon different ethical standards.

The continued wide-open production of the east Texas field means the early
exhaustion of that field, means the installation of costly pumping equipment and
also means the eventual failure to recover quantities of petroleum which may be
utterly lost. This will involve the loss of many millions of dollars to members of
our organization.

The Marland Federal oil control bill, whether passed as a separate law or made
a part of the general industries bill, will remedy this situation which I am using
as an illustration. It will also meet practically all the other pressing problems
of the petroleum industry. It will do so immediately. It will bring to this
attempt to regulate the petroleum industry the prestige of a Federal act and the
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authority of a national Cabinet officer. We do not believe the same result can be
achieved either so quickly, so thoroughly, or so surely through the provisions of
the general industries act which is better adapted to other types of business.
While the independent group of the petroleum industry recognize that eventually
some program for the oil industry might be worked out under the general indus-
tries act, they feel that unusual advantages would be given to larger companies
and that the interest of the property holder, the royalty owners, the small pro.
ducer and the small refiner would not have that full recognition which is explicitly
set forth in the Marland bill.

(Thereupon, at 4:45 o'clock p.m., ths committee adjourned until
Monday, May 29, 1933, at 10 o'clock a.m.)
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MONDAY, MAY 29, 1933

UNITED STATES SENATE,
COMMXITEE ON FINANCE,

W alington, D.C.
The committee met, pursuant to adjournment, at 10 a.m., in room

812, Senate Office Building, Senator Pat Harrison presiding.
Present: Senator Harrison (chairman), George, Barkley, Con-

nally, Gore, McAdoo, Keyes, Metcalf, Walcott.
The CHAIRMAN. The committee will come to order. Who are to

be heard with reference to this oil proposition further I Mr. Blalock,
how much more time do you wantT

Mr. BLALOCK. I was testifying at the conclusion of the hearing on
Friday, and the committee suggested I return this morning to con-
clude my testimony and to make it as brief as possible.

The CHAIRMAN. I would say, gentlemen, of course the House has
already passed this bill. The oil proposition is a separate amend-
ment, which the committe should pass on as to whether or not it
shall go n, and the committee from now on cannot take up all
the time dealing with just the oil proposition, because when we have
finished this hearing and all the facts therein we will have to go
into executive session and report the bill.

I hope everybody will be as considerate as possible. We
want to hear representatives of these groups who appear and give
them as much time as possible, but we have to get through, and I
would ask that the witnesses who expect to be heard get in touch
with the clerk on the question of the time they will need.

We are going to hold hearings this morning and this afternoon.
We want to finish the hearings on Wednesday so t :h- the committee
can then go into executive session to consider the ?ill.

Senator McADoo. Mr. Chairman, I simply want to say that there
are some gentlemen here from California who have come all the way
to present their views to the committee.

The CHAIRMAN. We will hear them this morning.
Senator McADoo. They will be as brief as possible. I think not

more than three of them will want to be heard.
The CHAIRMAN. I understand that Mr. Robert J. Cottrell wants

to put a statement in the record.

STATEMENT OF ROBERT T. COTTRELL, EXECUTIVE SECRETARY
WASHINGTON BOARD OF TRADE

Mr. COiTRELL. H.R. 5755, known as the public works bill, and
entitled as a bill "to encourage national industrial recovery, to foster
fair competition, and to provide for the construction of certain
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useful public works, and for other purposes," does not, as it passed
the House of Representatives on May 26, 198 provide for the dis-
tribution of any portion of the $400,000,000 to thle District of Colum-
bia under the provisions of section 204 and the several subdivisions
thereunder as amended, and it is respectfully urged, for the reasons
hereinafter stated, that the District of Columbia be included as a
beneficiary of the distribution of the $400,000,000 to be allocated
upon the basis of one fourth according to area one fourth according
to mileage, and one fourth according to population, as embodied in
an amendment adopted by the House of Representatives on May 26,
1933, changing the distribution as originally proposed under the Fed-
eral Highway Act of 1916 as amended by the act of November 9,
1921, and the supplementary acts amendatory thereof, namely, one
third on the basis of area, one third on the basis of mileage, and one
third on the basis of population.

It is urged that section 204, subdivision (b). on page 17, and line
11, and before the word "and"1 be amended and insert the following:

Which said act, as amended and supplemented, is hereby further amended
to include the District of Columbia.

So that the subdivision (b) would read as follows:
Any amounts allocated by the President for grants under subsection (11) of

this se-tion shall lie apportioned among the several States In accordance with
the provisions of section 21 of the Federal Highway Act, approved November
9, 1921, as amended and supplemented, which said act, as amended and sup-
plemented, is hereby further amended to include the District of Columbia,
and shall be available on July 1, 19",3, arod shall rimai avallatble until (x-
pendtdl; lint no lart 4-f tihe funds alpp~ortioned to any State need be matched
by the State or the District of Colunbia.

Section 204 (a) was amended by the House of Representatives as
follows:

For the purpose of providing for emergency construction of public highways
and related projects, the President is authorized to make grants to the several
States in an aggregate amount of $400,000,000. to be expended In accordance
with the provisions of the Federal Highway Act, approved November , 1921,
as amended and supplemented, exelt ts provided In this title, as follows-

It is urged that the amendment adopted be further amended, and
after the word "States" insert "including the District of Colum-
bia ", so that the amendment would read as follows:

For the purpose of providing for emergency construction of public highways
and related projects, the President is authorized to make grants to the several
States, Including the District of Columbia. in an aggregate amount of $400,-
000.000, to be expended in accordance with the provisions of the Federal High-
way Act, as amended and supplemented.

It is further urged that H.R. 5755, as it passed the House of Repre-
sentatives on May 26, 1933, and in subdivision (e) be amended by
striking out the period at the end of the sentence terminating with
the word "Hawaii" and adding after the word "Hawaii includ-
ing the District of Columbia."

rhe reasons which impel the Washington Board of Trade, in coop-
eration with the officials of the District of Columbia, to urge the
inclusion of the District of Columbia and to place that municipality
in the same category with the 48 States and the Territory of Hawaii
are forcefully set forth in the memorandum attached hereto. By
reference to this memorandum it will be noted that upon the basis of
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internal revenue receipts for the fiscal year ending June 30, 1929, the
States of Alabama, Arizona, Arkansas Colorado, Georgia Idaho,
Iowa Louisiana, Maine, Mississippi, Montana, Nebraska, Nevada,
New Hampshire, New Mexico, North Dakota, Oregon, Rhode Island,
South Carolina South Dakota, Utah Vermont, Washington, West
Virginia, and Wyoming paid less Federal taxes than the citizens of
the District of Columbia.

The States of Arizona, Idaho Mississippi, Nevada New* Mexico
North Dakota, South Dakota U1tah, Vermont, and Wyoming paid
in the aggregate less United States revenue for the fiscal year which
ended on June 30, 1929, than was paid by the citizens of the District
of Columbia.

The District of Columbia collects approximately $2,000,000 a
year on its 2-cent gasoline tax. The Federal tax of 1 cent on gaso-
line means that an additional $1,000,000 goes into the Federal Treas.
ury from the District of Columbia. It is estimated that under the
1-cent Federal gas tax passed on the gallons which were taxed during
1931, the District of Columbia paid a larger tax on this commodity
into the Federal Treasury than 13 States of the Union.

There are 1,125 miles of street mileage based upon a 20-foot width
within the District of Columbia. A number of these streets are
designated as thoroughfares and are, therefore, arterial highways
leading into the States of Virinia and Maryland; besides, there
passes through the District of Columbia from the adjoining States
of Maryland and Virginia, several main Federal-aid highway routes,
all the routes so passing through terminate at the zero mile stone
south of the White House.

H.R. 5755, in section 204, subdivision (a), and paragraph (1)
provides:

For the expenditure in emergency construction on the Federal aid highway
system and extemsions thereof into and through municipalities.

Unless the District of Columbia is included in the provisions of
the proposed legislation, the city of Washington, the Capital of the
Nation and the District of Columbia, would be the only jurisdiction
within the continental area of the United States (excluding the Ter-
ritory of Alaska) which would be excluded from the provisions of
the bill.

The Washington Board of Trade is not aware of any valid reason
why the District of Columbia was not included together with the
48 States and the Territory of Hawaii as a beneficiary under the
proposed legislation, except that the Federal highway act, as orig-
inally passed and subsequently amended from time to time, has not
included the District of Columbia. We are not aware of why it
has been excluded from participation in sharing with the several
States and the Territory of Hawaii in the distribution of the road
mileage contribution by'the Federal Government.

In conclusion, we wish to state that the District of Columbia has
a greater population than 7 of the States of the Union and within
100,000 of 4 additional States.

For the reasons herein stated, and in the light of the attached
statement, we earnestly request, in fairness to the citizens of the
District of Columbia who will contribute their proportionate share
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of the increased taxes which will be levied to provide $220,000,000
annually for the purpose of amortizing the loan of $3,500,000 and
paying the interest installments thereon, that the District of Colum-
bia should be included in the distribution of the $400,000,000 as
provided in the bill.

The District of Columbia contributes nearly two and one half
times as much Federal money through Federal taxes as it receives
in Federal money through the present lump sum ($7,775,000). The
District contributed in Federal taxes in 1929, $17 094,719. It con.
tributes more in Federal taxes than arky 1 of 25 oi the 48 States in
the Union. It receives less in proportion to what it contributes
than many of these States. Five of the States receive more from
the Federal Go'.ernment in bounties and subventions than they
contribute through their Federal taxes.

Based upon internal-revenue receipts for the fiscal year ended
June 80, 1929, the following States pay less in Federal' taxes than
the District of Columbia: Alabama, Arizona, Arkansas, Colorado,
Georgia, Idaho, Iowa, Louisiana, Maine, Mississippi Montana, Ne-
braska, Neavda, New Hampshire, New Mexico, Nrth Dakota, Ore-
ron, Rhode Island, South Carolina South Daiota, Utah, Vermont,
Washington, West Virginia, and Wyoming.

The following 10 States paid in the aggregate less United States
internal revenue in the fiscal year ended June 30, 1929, than paid
by the District of Columbia: Arizona, Idaho Mississippi, Nevada,
New Hampshire, New Mexico, North Dakota, 6 regon, Rhode Island,
South Carolina, South Dakota, Utah, Vermont, Washington, West
Virfinia, and Wyoming.

The following 10 States p aid in the aggregate less United States
internal revenue in the fiscal year ended June 30, 1929, than paid by
the District of Columbia: Arizona, Idaho, Mississippi, Nevada, New
Mexico, North Dakota, South Dakota, Utah, Vermont, and Wyoming.

It is proposed by the national industrial recovery bill to increase
income tax rates so as to provide funds to give effect to the pro.
visions of the bill when enacted. Although the District of Columbia
will be called upon to pay these increased taxes, they are hot per.
mitted under the provisions of section 204 of the bill to share in the
expenditures proposed thereunder. This, it is submitted, is highly
unfair.

The District of Columbia collects about $2,000,000 a year on its
2-cent gasoline tax. The Federal tax of 1 cent means that $1,000,000
goes into the Federal Treasury from the District of Columbia. It
is estimated that inder the i-cent Federal tax, based on gallons
taxed in 1931, the District would pay a larger tax of this kind into
the Federal Treasury than 13 States in the Union.

With reference to the request of the Commissioneds that the Dis.
tri of Columbia be included specifically in section 204 of the public
work bill so as to allow the municipality to share in the $400,000,000
highway fund primarily under the Federal aid portion, your atten-
tion is invited to the following facts and conditions:

The bill as now drawn provides in effect for an allotment of
$400,000,000, three fourths of which will be allocated to the States
and Territory of Hawaii in accordance with the terms of the Federal
act of 1921 as amended and supplemented, the remaining one fourth
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to be allocated to the States and Territory of Hawaii on the basis
of population.

The proposed act further provides that the fund allocated to the
States under the Federal aid basis shall be available for and includ-
ing United States routes into and through municipalities. A por-
tion of the fund is also available for what is known as "feeder
roads."

The proposed act definitely sets forth allocation of the funds for
the removal of traffic hazards, highway widening, unsafe bridge
replacement, elimination of dangerous grade crossings and likeprojects.

The bill proposes to allocate these funds without their being

matched by the State or by the municipality to which the State al-
locates them for the building of Federal-aid routes through cities.

The act further provides that main parkway routes will become
a part of the Federal-aid system upon the approval of the Secretary
of Agriculture.

There passes through the District of Columbia from the adjoining
States of Maryland and Virginia several main Federal-aid routes.
All of these routes are partially improved, some are in need of
widening, some in need of repaving, and practically all require the
removal of certain hazardous conditions.

Practically all routes terminate at the zero mile stone south of
the White House. The main routes of the Ellipse and their con-
nection into main thoroughfares of the city streets are urgently in
need of rebuilding and widening.

Under the terms of the bill as proposed the city of Washington
and the District of Columbia would be the only jurisdiction within
the United States that would not be eligible to share under the
highway portion of the act. It is believed to the extent of improv-
ing the so-called "United States Federal-aid routes" the District
of Columbia should be so included as to permit this fund to be allo-
cated not alone for the benefit that may result to residents of the
District of Columbia but to the general traveling public, to the
Federal Government, to the completion of the Federal-aid system,
and further, so that bypath routes may be provided for through
traffic.

Any work thtt may be authorized looking to the improvement of
these routes through the District of Columbia could be put into con-
tract in from 1 to 6 months, a greater portion of it within a rela-
tively short time following authorization.

The District of Colambia has a greater population than seven of
the States and within 100,000 of four additional States. The Dis-
trict of Columbia has a road and street mileage based upon a 20-foot
width of 1,125 miles, of which several hundred are designated as
thoroughfares, and, as stated above, approximately 26 miles on
the equivalent 2-foot basis included in routes designated as Federal-
aid or United States routes.

The following projects might be mentioned as highly desirable
ones in the line of some of the Federal routes:

Widening and repaving of Fourteenth Street from Water Street
to Constitution Avenue.
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Widening and repaving of Constitution Avenue from Fourteenth
Street to Pennsylvania Avenue. This is partly a Federal project
in any event.

Widenig of D Street, Maryland Avenue, and Ninth Street, part
of United States by-pass of route no. 1.

Widening and paving of Kenilworth Avenue NE., a new route
into United States rout 50, the Defense Highway.

Rock Creek and Potomac Connecting Parkway, uncompleted por-
tion from Massachusetts Avenue to Connecticut Avenue and the
Lincoln Memorial Bridge. This also included P Street Bridge.
This will eventually become for passenger traffic United States route
240 from the west.

Widening and relocation and paving of E Street from Fifteenth
Street to West Executive Avenue.

The above are recited to show the projects that could immediately
be placed under contract. Numerous others also exist along these
routes.

Under the Federal 1-cent gas tax the District of Columbia con-
tributes slightly in excess of $1,000,000. If this tax is increased
as now proposed to 1 / cents, the District of Columbia will con-
tribute approximately $1,750,000 annually to the Federal Govern-
ment in addition to its other taxes, such as income tax, and so forth.

The District of Columbia paid into the Federal Treasury under the
Federal 1-cent gasoline tax a larger amount than 14 States based
on the gasoline consumption of 1931. The 1932 returns indicate
that they will pay a greater amount than any 1 of 17 States of
the 48 States in the Union.

The following are clippings from the Washington Evening Star
of Friday, May 26, 1933:

ROAD EXCLUSION Or D$1STEiWT OF COLUMBIA DEPLOinr,--OARD OF TMADm POINTS
OUT DirTRICT is DisCRIMJNATED AGAINST IN FUNDS

In advocating inclusion of the District of Colnmbla in benefits of the $400,-
000.000 grant to the States for Federal-aid highway proJectsi, as proposed in the
national industrial recovery bill, the board (f trale pointed out today that the
District is the only municipality in the United States excluded in this fas'hiion.
despite the fact that it pays Federal taxes which exceed the aggregate contribu-
tionq of 11 States and more than any 1 of 27 Stntes.

Tho bill as now drawn, It was explained. provides in effect for an allotment
of $400,000,000. three fourths of which will le nllocnted to the States and tile
Territory of Hlawali, on the basis of population. The proiiosed act further
provides that the fund allocated to the States under the Fe ,lr0a-aid basis
shwll be nvalable for and Include United States routes into and lhrugh
innmielpalitie. A portion of the fund is also available for what are known
w.- feeder i o(ds.

CENTM OP FEDERAL ROUTE.

It is pointed out that there passes through the District of Columbla from the
adjoining States ,everal mnin Folernal-id rouifeo. all of which are partially
Improved, some in need of widening, sonip in need of repaving, and praictlcally
ill requiring thr removal of certain hazardous conditions, one of the purposes

specified In the proposed act.
Tin'ler tie ternims of the bill as proposed the District would beI the only

Jurl.sdiction in the TTnited States that would not be eligible to hnre, under the
highway portion of the net.

"It is believed ", a spokesman for the board of trade said today, "that to
the extent of Improving the so-called 'United States Federal-aid routes' the
District should be so included as to permit the fund to be allocateil not alone
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for the benefit that may result to residents of the District but to the general
traveling public, to the Federal Government, to the completion of the Federal.
aid system and further so that by path 'routes may be provided for through
traffic."

The District of Columbia has a greater population than seven of the States
and within 100,000 of four additional States. The District has a road and
street mileage based upon a 20-foot width of 1,125 miles, of which several
hundred are designated as thoroughfares.

THE DISTRICT OF COLUMBIA AND 1IIQHWAY AID

There are sound reasons why, as the board of trade and other
interested citizens have contended, the District of Columbia should
be included with the States in receiving some share of the $400,-
000.000 fund to be distributed for the building of public roads and
making improvements in connection with such work. The authori-
zation of this fund is found in section 204 of the bill "to encourage
national industrial recovery, to foster fair competition, and to pro-
vide for the construction of certain useful public works, and for
other purposes ", which passed the House on Friday.

Examination of the purpose of the bill as a whole, as well as of
some of its other specific provisions, might allow the conclusion that
the omission of the District from sharing these Federal bounties
under section 204 was the result of accident rather than of any fair
weighing of the arguments for and against including the District.
The Senate hearings on this bill are now under way, and Senators
have graciously promised to hear, tomorrow, the arguments of rep-
resentatives of the board of trade and others who are interested in
having the District included.

The broad purpose of the bill, which is epitomized in the title
quoted above, is to create employment. The citizens of the District
of Columbia, as the citizens of any American municipality, are, of
course, entitled to share in such benefits. The bill recognizes this
by including the District with the States entitled to loans or ad-
vances from the Federal Government for employment creating pub-
lic works: But the District is omitted under section 204, relating
to highway construction, possibly because the District has not been
permitted to share in the hundreds of millions of dollars that have

een distributed to the States under the Federal Highway Act as
amended November 9, 1921, and as subsequently amended.

But it will be recognized immediately that the highway advances
authorized under this new bill are only distantly related to the
normal bounties which have been made available to the States under
the Highway Act. These are emergency, extraordinary, appropria-
tions of public money for the specific purpose of helping to create
employment. The bars established by the Highway Act are lowered.
The principle of Federal aid in proportion to State expenditures is
abandoned. The money to be spent is an outright gift, not con-
tingent on like expenditure by the States. The principles of building
"Federal highways" alone is also abandoned. The roads to be built
with this money need not be Federal highways, as they have been
understood under the Highway Act. The whole business is meant to
create work. And there is certainly demand, locally, for the crea-
tion of work as well as for the extension atnd improvement of certain
highways in the District that are more properly Federal than local.

176260-3--13
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This bill permits Federal money to be spent on extending Federal
highways into and through .municipalities." The act of 1921, how-
ever, all owed no such extension through towns of more than 2 500
population, or where the houses were less than 200 feet apart. This
bill permits the expenditure of Federal money to pay "all or any
part of the cost of highway construction ", while the act of 1921 lim-
its such expenditures in proportion to State expenditures. This bill
permits money to be used for various collateral improvements, such
as construction of footpaths and new routes to avoid congestion, that
were not possible under the highway legislation. It allows for the
construction of " feeder roads ", to be agreed upon by the State high-
way departments and the Secretary of Agriculture, while the high-
way act puts the cost of such projects on the States. It broadens the
principle of distributing the funds, and instead of giving equal
weight to the elements ofarea, mileage of post roads, and population,
emphasizes the element of population. In other words, the bill is
an emergency measure. Its provisions should equitably be made to
extend to the District of Columbia, which is obviously entitled to
the benefits that are therein conferred to the States.

The States have benefited, of course, by earlier departures from the
highway act. In 1930 the States were given $80,000,000 for highwaywork as extraordinary employment-creating aid, and were allowed
to utilize this money as part of the State funds appropriated in order
to obtain highway aid under the regular Federal allotments. In
1932 this grant was increased to $121,000,000. The States have also
been given the privilege of borrowing from the R.F.C. for relief
and of repaying these funds out of their Federal highway advances.

The District shared in none of these bounties and privileges. And
in the meantime the original conception of Federal participation,
through Federal contribution to the District bill in developing
and maintaining the nationally planned highways of the Capita has
been blurred beyond recognition and by recent happenings, first, by
the provision for highway maintenance and development, through
the local gasoline tax, which the Federal Government does not pay,
and, second, through the steady reduction of the lump sum to a point
where it does not even represent a Shylockian estimate of a mythical
municipal tax on Federal property holdings.

The money for this highway aid to stimulate employment
comes from the Federal Treasury, and the District contributes more
to this money than any one of 27 States combined. It should in
equity be included in sharing the extraordinary bounties that are
now proposed as an aid to recovery, and the Senators who are now
studying the bill should appropriately amend section 204 to make
sure that the same employment-giving aid extended to the States is
made available to the local community, the needs of which in this
respect are obvious to everybody.

The CHAXRMAN. Mr. Cottrell, as I understand your position, you
are executive secretary of the Board of Trade?

Mr. COTTRELL. IpS.
The CHAIRMAN. You want the District of Columbia included as

are the States?
Mr. COTTRELL. Yes.
The CHAIRMAN. Is Mr. Whitehurst here about the same niatter?
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Mr. Cowrrau. He is here from the District.
Mr. WHITEHURST. Our argument is that our payments in Federal

taxes warrant us in participating in this proposed amendment.
The CHAIRMAN. Very well, the committee in executive session will

take that matter up.
Mr. WHITEHURST. May I ask that the auditor for the District be

permitted to file a statement which relates to this same billV
The CHAIRMAN. We will be glad to have it, and we will include

it in the record.
Mr. W TrriiusT. Thank you.
The statement referred to by Mr. Whitehurst is as follows:

STATEMENT OF DANIEL 3. DONOVAN, AUDITOR OF THE DISTRICT
OF COLUMBIA

Mr. DONOVAN. Mr. Cottrell, representing the Washington Board
of Trade committee, has clearly presented the justification for the
inclusion of the District of Columbia within the provisions of section
204 of this bill. Any statements made by me concerning that section
would be in large part a repetition of what Mr. Cottrell has said.
It is my purpose to discuss section 202 of the bill which includes the
District of Columbia, and to endeavor to emphasize in that con-
nection the importance of giving favorable consideration to the
recommendation for the inclusion of the District under section 204.

It is difficult to see how the District of Columbia will be able to
obtain any practical benefit under the provisions of section 202. Any
funds that might be paid over to the District under the provisions
of that section must of necessity be for expenditure on projects
which have been authorized by Congress. There are only two proj-
ects authorized at this time, namely, first the construction of an
additional ward building for contagious dIseases at the Gallinger
Municipal Hospit.l at an authorized limit of cost of $600,000 (and
for which an initial appropriation of $250,000 is carried in the
District of Columbia appropriation act for the fiscal year 1933),
and, second, the construction of a junior high-school building in
Anacostia at an authorized limit of cost of $450,000 (for which an
initial appropriation of $225,000 is in the District appropriation
Act for 1933). In other words, the only authorized District projects
at this time on which funds could be obtained and used under the
provisions of section 202 total only $1,050,000. Thirty per centum
of this amount would amount to only $315,000. The District of
Columbia could not obtain funds under section 202 for projects not
vet authorized by Congress. The District budget for the fiscal year
1934, as submitted to Congress by the Budget Bureau, carried no
estimates or authorizations for work projects of any kind. All
such projects were eliminated in order to bring the amount of the
budget for that year within the limit of $33,000,000 as fixed by the
Budget Bureau.

The District bill for 1934 as passed by the Ho :e carries two Rouse
amendments, one authorizing the expenditure of $1,040,000 from
gasoline-tax funds should the President authorize such expenditure,
and the second permitting the expenditure of $635,000 from water
revenues, this expenditure also being subject to the approval of the
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President. Certain amendments have been made by the Senate to
the District bill for 1934, but whether these amendments remain
following the conference on the bill between the two Houses cannot
at this time be determined.

In previous years, appropriations for capital projects for the Dis-
trict of Columbia have totalled rather large sums. In the fiscal
year 1930, expenditures for such purpose amounted to $7,636,00fl; in
1931 to over $10,000,000; in 1932 to nearly $13,000,000; and for
1933 it is estimated that over $6 000,000 will be expended for this
purpose. It will be seen, therefore, that the 1934 appropriation,
even including the two amendments adopted by the House authoriz-
ing additional expenditures from the gasoline tax fund and the
water revenues totaling $1,675,000, part of which amount would
have to go to maintenance items, will provide very little for capital
projects.

The District of Columbia cannot borrow money to make up the
additional 70 percent of the work projects required under the pro-
visions of section 202, and the law prohibits the creation by the
District of any indebtedness. Therefore, luring the fiscal year 1934
at l ist, it would not appear that there woula be any authorized
work projects which would enable the District to obtain any funds
under section 202; and from the present outlook it would further
appear that a somewhat similar condition must of necessity exist
in the fiscal year 1935, due to the District's financial condition.

Therefore, if any benefits are to be obtained by the District of
Columbia under the provisions of H.R. 5755, such' benefits will not
arise under section 202; and unless section 204 is amended so as to
include the District (,f Columbia, then the assertion may safely b ,

made that the District will receive practically nothing under the
provisions of that bill.

I desire to add a statement with reference to the financial condi-
tion of the District. At the close of the fiscal year 1930 the District
of Columbia had in the United States Treasury surplus revenues of
$9,500,000. At the end of the fiscal year 1931 this amount was
reduced to $4,500,000, and at the end of the fiscal year 1932 the
surplus had dropped to $540,000. At the end of the fiscal year 1933,
-due to the falling off in revenue collections in that year, it is believed
that the District will have a small deficit. Had it not been for the
operation of the Economy Acts of June ,30, 1932, and March 20, 19013,
and the savings in salaries thereunder, the District would have had
a deficit at the end of the fiscal year 1933 of aplproximately $2,500,000.

Beginning with the fiscal year 1929, and through thi fiscal year
1933, appropriations of the District of Columbia have ranged from
$45,000,000 to $49,000,000 a year. Under these appropriations, .IS
has been previously indicated, material amounts were available for
capital expenditures and work projects. But for 1934, as also previ-
ously indicated, with a budget total of $33,000,000, nothing was pro-
vided for such projects. This would have meant a laying off of
several thousand men because of the lack of work, with a consequent
increase in demands for emergency relief.

The revenues of the District of Columbia have fallen off consid-
erably within the past 2 years. The Federal contribution toward
District appropriations in 1932 was $9,500,000, and in 1934 under the

I l.
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pending bill for that year will be $5,700,000, a loss in revenue to the
District of $3,800,000. Through the proposed reduction in the tax
rate on real estate and tangible personal property advocated not only
locally but in the two Houses of Congress as well, a reduction of
$2,500,000 will result in the District's revenue collections. Again,
existing conditions demand a reduction in the assessed values of tax-
able real property in the District of Columbia. The assessor of the
District is of the opinion that this will amount to between $60,000,000
and $100,000,000. Such a reduction in assessed values would bring
about a further decrease in revenue collections of about $1,000,000.
In addition to all of this, the District in the current fiscal year 1933
will fall short from $2,000,000 to $2,500,000 in revenue collections
as compared with the previous fiscal years 1932, 1931, and 1930.

Considering all these factors, it must be evident that the District
budget. for the fiscal year 1935 may be limited to bare necessities,
with' the possibility of further reductions in maintenance and oper-
ating items and with little if any provision for capital projects.

It may he stated at this point that the Federal lnPloyment
Stabilization Board of the United States Department of Commerce,
in cooperation with authorities of the District government, has
prepared an advance planning program of 'public works in the
District of Columbia covering the fiscal years 1034 to 1939, both in-
clusive, which calls for an expenditure for that period of about $55,-
000,000, or an average of $9,000,00 a year. Under the District
budget submitted to Congress for 1934, no part of this program has
been provided for, an(1 it appears doubtful at this time whether any
part of it can be taken care of in the Budget for 1935 from revenues
of the District of Columbia.

On top of all this, the District of Columbia is expending tidis year
$1.250,000 in emergency or unemployment relief includingg $1W0).000
obtained from the conimunit'y chest, the balance being appropriated
from public funds of the District) ; and, this amount being insuf-
ficient to last until June 30, 1933, the Commissioners have found it
necessary to request assistance of about $17.5.000 from th, funds
made available by the act of Congress approved May 12, 1933, en-
titled "An act to provide for cooperation by the Federal Government
with the several States and Territories and the District of Columbia
in relieving hardship and suffering caused by unemployment, and
for other I)Ilposes." .

For the fiscal year 1934, the District budget. now pending in Con-
gress, carries $1.2#i0.000 for emergency and1 unemployment relief, as
passe(l by the house, and this sum hams been increased by the slate
to $1,500.0f0). The actll amount to be alprowrited must waiit ulpon
the agreement of the conference. While it is not possible t, forecast
6 months or more hence, it is the opinion of welfare autho'it;e.4 of
the District, from information at present available, that the amount
carried in the 1934 Budget will be inadequate to l)rovi(le for (iller-
gencv and unemployment relief during the fiscal year 1934. and that
this amount may have to be increased by from $7,0.000 to $1.010,000.
The foregoing statements will, it is believed, present to the ,,,rn.

mittee a fair picture of the District's financial condition and the
justification for placing the District on a parity with other jumisdic-
tions under section 204^of the bill H.R. 5755.
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Particularly should serious consideration be given in this connec-
tion in view of the District's apparent inability to be able to obtain
any advantage under section 202 of the bill.

STATEMENT OF THOMAS E. LODGE, VICE PRESIDENT FEDERA-
TION OF CITIZENS ASSOCIATIONS, DISTRICT OF COLUMBIA

Mr. LoDGE. Your committee has studied Senate bill 1712, and H.R.
5664, known as the public works bills, with reference to the evidently
inadvertent omission therefrom of any provision including tile Dis-
trict of Columbia in the grant benefits for emergency construction of
public highways and related projects. Your committee. recommends
the adoption of the following resolutions:

Whereas the residents of the District of Columbia pay Federal taxes exceed-
Ing the aggregate contributions of 11 States, and more than any 1 of 27 States;
and

Whereas public-highway projects traversing the District of Columbia, the
Nation's Capital, are in the nature of things necessarily Federal or National
projects to a greater degree than highways In other parts of the United States,
or in the Territory of Hawaii; and

Whereas in the last session of Congress, Congress itself expressly recognized
and included the District of Columbia In the grants provided for in the act
providing for grants to be used for direct relief, but, through seeming In-
advertance, pending Senate bill 1712 and H.R. 5665, providing for public
works, and particularly for emergency construction of public highways and
related projects, while extending the grant benefits thereof to the several States,
expressly including the Territory of Hawaii, do not include and embrace the
District of Columbia, which has an obviously equal, if not greater, right thereto
than it has to direct relief grants because of the distinctly Federal nature of the
highways traversing the District of Columbia: Now, therefore, be it

Resolved by the Federation of fVitizens' Associations of the District of Colum-
bia, That it urgently recommends to the Congre(ss of the United Stais, as a
matter of essential fairness and Justice, that Senate bill 1712 and H.1%. 5604
be suitably amended before final passage so ats to extend to I le District of
Columbia the grant benefits provided for therein to the several States and
the Territory of Hawaii. as well as those provided for in section 21 of the
Federal Highway Act of November 9, 1121, ats amnendvd and supplemented,
mentioned in said bills.

This resolution was passed by the Federation of Citizens' Associa-
tions, District of Columbia, at its meeting hell May 27, 1933.

The CHAIRMAN. Mr. Blalock, I understand you think you can
tfi sh in 10 minutes?

Mr. BLALOCK. Yes, sir.

STATEMENT OF JACK BLALOCK-Resuir,4

Mr. BLALOCK. Mr. Chairman and gentlemen of the committee, at
the conclusion of the hearing on Friday, the committee suggested
that I return this morning and complete my testimony with reference
to the o)position to the Marland and Capper bills which have been
proposed as an amendment to the general industries bill.

I attempted at the Friday session to demonstrate that there was
no emergency in oil business which would jusify the creation of a
Federal (icttorship. That was true for the reason that during the
year' 1932 there was an actual average underproduction of more'ithan
300,000 barrels of crude oil in this country per day. The advocates
of this measure have based their argument as to the necessity for
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Something to be done by Congress upon the fact that they claim a
valid order has never been written and enforced in the great cast
Texas oil field. They claim that as a result of that fact there has
been an overproduction of oil in that particular field.

Gentlemen, it is of particular significance to this hearing that upon
Friday and Saturday of last week there was an attack niade upon the
present order of the Railroad Commission in east Texas by 2 inde-
pendents, joined by 16 interveners, the majority of whom were major
oil compap.es, in an effort to strike down the proration order in the
east Texas oil field.

Senator CONNALLY. Mr. Blalock, have you got for the record the
names of the interveners?

Mr. BLALOCK. Yes, sir.
Senator CONNALLY. You can furnish it later, if you desire. I just

wanted to have that for the record.
Mr. BLALOCK. I can give them to you now. The suit was brought

originally by Rowan & Nichols and the Hunt Production Co. The
16 intervening complainants were the Humble Oil & Refining Co., the
Texas Co., the Sun Oil Co., Yount Lee Oil Co., Atlantic Oil Produc-
ing Co., M. M. Travis et al., E. L. Smith Oil Co., Petroleum Pro.
ducers, J. S. Bridwell, Fain & McGaha Oil Corporation, W. B.
Hamilton, Joe Worsham, Arkansas Fuel Oil Co., Turman Oil Co.,
United Producers, and Imperator Oil Co.

These companies intervened in this case before the 3-judge Fed-
eral court in Austin in an effort to strike down the proration order in
the east Texas oil field.

The court, within 5 minutes after the conclusion of the evidence
in the case and the arguments that were made, speaking through Cir-
cuit Judge J. C. Hutcheson, denied the application for an inter-
locutory injunction, and summing up from the bench, he said:

It appears that the complainants and Interveners in this case contend this
-order is invalid because It does not Inclue allocation upon the surface acreage
and cubical content basis, and they further contend that the allowable in the
east Texas il field is too high. The State contends that the acreage, id
cubical contents is not necessary In a valid order in the east Texas oil field, and
that the allowable Is at the right figure.

Judge Hutcheson, making these reitiarks, stated from the bench
that it was his opinion that the Railroad Commission of Texas had
at last arrived at the true conditions in the east TeTs oil field, and
that the interlocutory injunction would be denied.

Therefore, we have for the first time in the history of the east
Texas oil field a valid proration order, backed up by the decision of
the 3-judge Federal court, and I have here in my possession a tele-
grain from the attorney general of Texas, which I would like to read
to you in connection with this case.

It is dated the 28th of this month.
Complying with your request this is to advise that the 3-judge Federal

court on last Fridfly within . iih1ute(0' ettvr COllCUsioni Off i' gumntSits a antoicedu
from the hlich that It had denied the Iljtphcatolo of 'erlh1n major iad ind -
pendent companies for interlocutor injunction restraining eunt'oret-11e1,ne of
.VOlIi5isi.5 east Texas lroratiol or'der. Although ('oIljIIIs|sionIs older was

broadly attacked t'rom all tingles Circuit Judge lltit-hesot speaking for court
annouterll they could nlot conclude from evidence that ordler was itivlid. The
court's action In sustitiltig for first time Jill iiportlot enst. Texas lorLtion
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order will have salutory effect upon future enforcement of this and other
orders of commission. With an order held valid by Federal court, practically
all enforcement difficulties of past are eliminated.

NAMES V. ALLm,
Attorney General of Texas.

Now, then, if the conditions that have confronted the oil business
of this country have been solely and exclusively overproduction in
Texas, now that this order has been held valid and the attorney gen-
eral of Texas has said that he will stop the overproduction, coupled
with the fact that the Legislature of Texas has passed penal statutes
making it an offense to produce oil in Texas in excess of the order of
the commission, I respectfully say to this committee that all of the
appeals of the gentlemen who stand here and advocate a Federal oil
dictatorship are held for naught.

That is the argument upon which they base it. The three-judge
Federal court has come to the assistance of the Railroad Commission
of Texas, and I say to you in all earnestness and sincerity that the
time has come when there will be no overproduction of oil In the east
Texas oil field. Couple that with the fact that for the past 3 years
there has been an actual underproduction of crude petroleum in the
United States every day, and you have no emergency that would jus-
tifv this drastic legislation.

Gentlemen of the committee, the whole fight has been made-vou
heard the statement made by Mr. Marland the other day that there
were 12,000,000,000 barrels of crude oil in ultimate recoverable crude
oil in this country. That was an estimate. The lowest estimate that
has been placed ipon the east Texas oil field was 6,000,000,00 barrels.

Now, then, the whole scheine is then an effort by the major oil
companies of this Nation, the integrated companies that control pro.
duction, transportation, refining, aiInd marketing, to take that prop-
erty, the birthright of the people of Texas, by the acreage and con-
tent order, basing the allowable upon the surface acres of land in-
volved, rqrd when the Railroad Commission of Texas said to those
people who came to Austin and stood upon the platform before the
legislature of that State and said," If you will put that in the order,
we will give you a dollar for the oil." Thank God for the courageous
action of that commission that said, "We refuse to sell the birthright
of Texas for a dollar bill."

Gentlemen, I say to you in all earnestness that there is no necessity
for this amendment. Why single out the oil industry, one out ot
many, when it is the most prosperous business in this country today,
and put a Federal dictator over it? There is no necessity for it.

But if there is a necessity, if this committee please, to follow the
recommendations of President Roosevelt in his message to the gover-
nors of the oil-producing States, under date of Ap-ril 3, when he
recommended the immediate divorcement of pipe lines engaged in
interstate commerce from the other units of this industry. There
is the strangle hold that the integrated companies have upon the inde-
pendent producers of the Nation, and when you have (lone that, in
accordance with the bill that Senator McAdoo has introduced, then
yoii have solved the problem of this so-called "emergency" in the
oil business.

Gentlemen, summing up, because of the briefness of the time, I feel
so earnestly and sincerely upon this question, and it is so broad
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and of such magnitude to the American people, that it would be going
too far for this committee, without the opportunity to make an in-
vestigation into all the ramifications of this business, to take a bill
here that says to a dictator that he can determine in his own mind
the amount of the market demand of the Nation, without even
telling him how to do it, and then split it up as he sees fit between
the oil -producing States and say to the State of California, that has
no proration law that, "Since you have not got a proration law, we
will go into the State of California and there we will administer the
law ourselves, and we will tell you how much you can produce from a
pool, how much you can produce from a well. We will put it on a
cubical contents basis if we want to."

And the last paragraph in the Capper bill provides that the
dictator, whoever he is, is final on all questions of fact, and you have
got to come to the District of Columbia to bring an action against
him, and then the court cannot pass on a question of fact, but only
upon a question of law.

I submit to you gentlemen that that does violence to our system of
judiciary in this country, and denies to the average man in California,
Texas, Oklahoma, Kansas, and Pennsylvania, wherever he may be
located, his constitutional guaranty of a day in court.

The CHAIRMAN. Thank you very much.
Mr. BLALOCK. May I introduce in the record the opinion of the

8-judge Federal court in the first petroleum producing case in Texas?
The CHAIRMAN. Without objection, it will be included.
Senator CONNALLY. That is the first case?
Mr. BLALOCK. That is the first case, 375,000 barrels.
Senator CONNALLY. Have you got the early opinion in this case?
Mr. BLALOCK. No, sir; only by telegraph from the president of my

association. I wish also to introduce the second opinion in the
Peoples' case, also the opinion in the Rowan and Nichols cases which
came third; and inasmuch as the Secretary has introduced in evi-
dence several telegrams from the Governor of Texas, I would like to
say that the Governor of Texas has absolutely nothing to do with
the control of production of oil in Texas, but th'e railroad commission
of Texas is vested, under the law, with exclusive jurisdiction in that
connection, and I hand you here a resolution passed by the House
and Senate of Texas, opposing a Federal oil dictatorship.

(TIhe papers referred to are is follows:)

HESOLIT[ON

Whereas It lits come to the attention of the House (if Repr(esen tatives of the
State of Texas that certain influtnces sire at work in Washiiigton in an effort
to persuade the President of the United stlties to apliolnt a dictator for the
oil industry; an1

Whereas the ulgislature of th State of Texas has just recently had a thor-
ougl investigation of the oil bushlnss in Texas, and lhits Colne to the conclusion
that the oil business ill Texas will atl.just itself in due time If let ahut e; 1nd

Whereas It Is against the genitts of a free pcojple to allow dictation il the
conduct of free business In our' Nation: therefore e ie it

Resolved by the Howie of R'prcf.icltati'r*s of the attc of Te,ras, That we do
hereby request the President of the United States not to appoint a dictator for
for the oil Influstry so far as it may apply to the stite of Texws. Other States
may want a dictator, but Irexas is able to coiut her own affairs; und be It
further
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Resolved, That a copy of this resolution be mailed to each Member of the
Texas delegation, and our United States Senators, and to the Secretary of the
Interior, and to our great Democratic President.

CooKE S. STEVENsoN,
Speaker of the House.

I hereby certify that H.S.. 164 was adopted by the House on May 8, 1933.
[SEAL.] LoUvs SNOW PHINEY,

Chief Clerk of the House.

In the District Court of the United States for the eastern district of Texas,
Tyler Division. Rowarn & Nichols Oil Co. v. C. V. Terrell et al. No. 479
Equity. Before Hutcheson, circuit judge, and Grubb and Wilson, district
Judges

Hutcheson, circuit judge: Plaintiff brought Its bill complaining not of the
allowable fixed by the Commission, but of the method of its allocation.

In addition to the grounds of inequity and unreasonableness asserted by the
plaintiffs in the other causes heard at the same time, plaintiff att'. -is the order
as grossly ruinous to it because it has only been permitted to drill 1 well
to 20 acres, while others have been permitted to drill 1 well on tracts of 1, 8,
and 5 acres. It argues vigorously and establishes that such administration
would result in permitting small owners to take a far greater proportion of
oil than upon an acreage basis alone, they would be entitled to.

In view of the fact that we have, for the reasons stated in the opinion this
day filed, Peoples Petroleum Producers v. Smith et al., found the order
generally invalid, and authorized an injunction against It, it is unnecessary
for us to discuss or dedde the interesting questions which this case raises as
to the validity of marginal well statute, the right of the commission to limit
one owner to one well to 10 acres (as by amended order since this suit was
filed is now allowed) while permitting other operators in the same field to
drill and produce from one well to 1, 2, 8, or 5 acres or whether, on allocation
reasonableness and fairness require that the acreage basis as well as the
potential of each well, be taken into consideration.

Plaintiff may present Its decree to the district judge for allowance at such
time as he may fix.

In the District Court of the United States for the eastern district of Texas,
Tyler division. Peoples Petroleum Producers, Inc., v. Lon A. Smith et at. and
conjoined cases. Equity No. 386. Before Hutcheson, circuit judge, and
Grubb and Wilson, district judges

Hutcheson, circuit judge: These cases represent another effort on the part
of certain owners of oil-producing property in the east Texas field to obtain
relief against the orders of the railroad commission prorating tle east Texas
field on a per well basis. Their petitions assert that the orders complained
of now. though passed under an amendment to the statute, is in fact and in
legal effect the same as those which in Peoples Petroleum Producers v. Smith,
(. Fed. Supp. 361), we held to be confiscatory and illegal and ordered enjoined.
Practically, the order complained of is more drastic than the ones enjoined.
They limited the production of the field to 375,000 barrels per day and plain-
tiffs' wells to around 40 barrels. This order, upon which we are now called
to pass, limits the total production from the field to 290,000 barrels, and
production from plaintiffs' wells to around 27 to 31 barrels.

As to the actual physical waste, either under or over ground, the evidence on
this hearing is not difficult from the former.

The case for defendants on the justification of the allowable was put on the
proposition that the order was based not on prevention of waste from chan-
neling, trapping, loss of reservoir pressure, etc., the claimed basis of the old
orders, but on waste from production in excess of market demand. We feel
that it Is not necessary, upon this Interlocutoy application to pass upon tM!
issue since the orders are Invalid, as the others were, because intsead of
allocating the allowable to the owners in the field as they did in the Champlin
case (268 U.S. 210), and as our statute requires, equitably, preserving to each
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owner substantially that which he Owns, this order stips the best properties
down to the level of the worst, and takes from one owner to give to another.
In addition to the manifest unfairness of the order in the light of the evidence
that some parts of the field can produce 20 to 40 times that of the other, it
was the uncontradicted testimony of Mr. Buck, as a witness for the defendants,
that the present order did not fairly distribute the allowable, and in substance
that the proper way to allocate the field was to make a difference between the
best part and the worst part of it by busing the allocation of such allowable
on the producing abilities of the wells, thus effecting a fair distribution.

We have considered and rejected as wholly without merit the point made by
the defendants, that their rule authorizing persons aggrieved to ask for a
rehearing operator to deprive plaintiffs who do not ask for it, of their right
to relief.

It is generally accepted that a regulatory body may not put confiscatory
orders into effect and by a provision for a rehearing, take the property of those
affected while the rehearing goes on. Especially is the point without merit in
this case, for the record shows that such a settled purpose, in the face of the
efforts of plaintiffs for relief, to maintain the fixation and apportionment of
the allowable substantially as it has always been, that it is apparent that an
application for a rehearing looking to the granting of substantial relief would
be wholly futile.

Plaintiffs may, upon such notice as the district Judge may fix, present their
decrees to him for allowance.

In the District Court of the United States for the Eastern District of Texas,
Tyler division. Peoples 'etroleum Producers, ic., v. Lon A. Smith et t.,
Equity no. 886. Bill 4 Dave Oil Corporation v. Lon A. Smith et al., Equity
No. 392. A. S. Palmer et at. v. Lon A. Smith et at. Equity No. 893. Arthur
P. Graf et at. v. Lon A. Smith et al., Equity No. 394. Alfred MacMillan et al.
v. Rose S. Sterling et al., Equity No. 395. 0. P. Smith et al. v. Ross S.
Sterling et al., Equity No. 408. L V. Holdf1eld et vir. v. R.R. Commission of
Tezas et al., Equity No. 432. Before Hutcheson, circuit judge, and Grubb and
Bryant, district judges

Hutcheson, circuit judge: At a former hearing of these causes, except no. 432,
which is being heard for the first time on the prayer for interlocutory and
for final injunction, though the evidence, of the enormous and constantly in-
creasing disproportion between the allowed and the potential production In tile
east Texas field, of its apportionment equally per well, regardless of capacity,
the evidence of the powerful and unremitting pressure of the oil industry as
a whole limit the production of crude oil in Texas to the quota fixed by agree-
ment to equal the demand for refined products which the market could absorb,
and the evidence of the complacent, if not complaint, attitude of the Commis-
sion toward this pressure and demand, caused us grave misgivings as to the
correctness of our conclusion that upon the record they made, plaintiffs had
not shown sufficiently to overcome their prima faces that the orders were un-
reasonable, drastic, and oppressive as to them; that some other plan of regu-
lated production in the field bringing about reasonable withdrawals of a con-
sidersibly larger amount upon the basis of potential rather than per well would
accomplish the permissible purpose of preventing physical waste without trenvh-
lng upon the forbidden one of limiting production to market demand, we denied
the temporary Injunction. Because of these misgivings, however, we deferred
decision oil the merits until in the light of it full disclosure of field conditions
it could be determined justly in a final way whether the orders complained of
were, in fact, valid conservational orders as claimed by defendants, or invalid
and oppressive attempts to limit production as vlaint, d by plaintiffs. (Con-
stantin v. Sterling, - Fed., (2d) -. )

Thereafter, at a hearing held for the purpose of fixing new allowables for
the Texas fields, the Commission, over the protest and against th opinion of
its advisers, and without any supporting evidence being offered, Increased the
east Texas allowable from 325.000 to 375.000 b:rrels pvr day, off-s.tting the
increase in that field, however, by a reduction of substantially the 1ilnount of
the increase spread over the othcr Texas fields. The allowable for- vast Texas
is arbitrarily apportioned as before equally per well, aniong tht, more than
8,000 producing wells in that fiold, iln entire disregard of the( differences 1s to
ea.h well. in productive capacity, situation on tile structure. thickness, and
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character as to richness and yield of the underlying sands and proximity to
water. Apparently d, signed to placate protestonts in the cast Texas field
who were claiming that the program of restriction wais bearing to hardly on
that field, anir not hardly enough on other fields, the tctlon pleased no one;
neither the industry, which Kid been pressing for still further reductions in
east Texas, and which vigorously condemned thi? increase, nor, because of the
smallness of the increase, the contesting producers. Am nded complaints were
filed against the orders, in whl h persisting in the claim made on tihe former
hearing tht by fixing a top allowable for the field ss a yvho!e, no inatier how
many wells were drilled. find arbitrarily apportioning ithcqually on a per well
basis, in disregard of the differences III capacity and it fleld' lovailt in of the
wells, ond of the grossly inequitable result of such apportionment, they neither
nIre, lor were !ivliended to Ie conse'vLtion orders to lr,vnt hlhy.-icali wa.-te of
natural resources, but economic orders to keep the supply of Texas crudle oil
within the compass of tha existing demand for it, plaintiffs again asserted
them to be invalid, as an exertion of power forbidden by st.,tuti to the Coin-
missicn. or, if generally within the authorization, as sucl tin excessive and
unreasonable exercise of tihe power they purport to exe('ute, that trtIsiending
publi- necessity, they assume the character of a mere arbitrary flat. (Qonstan-
tin v. Sterling, supra.)

Defendants joining issue the causes stood for trial together as one cause, the
parties agreeing that each presented substantially the same question of law and
fact. tnd that the same decree should lie entered lit each.

Upon the Issues thus Joined, plaintiffs and defendants offered a mass of
testimony, both fact and opinion, as to the nature, character, and extent of
the field: of the oil-bearing sands, the edge and bottom water; the gas free
and in solution; whether the oil comes to the wells water-driven or gas-borne;
the reservoir content; its possible arid probable yield, and the best methods
to obtain the largest yield; the causes of waste arid methods to prevent it,
and how these are affected by present and proposed methods of regulation:
as to field conditions generally and as regards plaintiffs' wells; the relation
between plaintiffs' wells and other wells In the field; and the relation which
the Commission's orders bear to the prevention of waste In and ultimate
recovery from the field generally and from plaintiffs' wells. Factual data
as to physical conditions in the east Texas field disclosed by official core records
from many wells, and tests lmade there were interpreted, supplemented, and
thecrlm,' upon In the testimony of witnesses who ha.i had practical or
theoretical experience, or both, in that field. This testimony, supplementing
that produced on the former hearing, presents in a full, complete, and final
way the cn.;, on the facts for plaintiffs, and for defendants.

We have repeatedly, ar.d without varying, held that the State may, in the
Interest ,f the conservation of its natural resources, provide by legislation within
eonstituttional limits for the regulation of the driling for, the Iwoduction, and
the marketitr of oil to prevent waste; that it tiay constitute the Commission
statutory ateat of the State, and may delegate to it authority to make within
the l'tnits of the grant of powvr just and eiultable rules and regulations
to effect tlee enls. We have also held that in the act of appo!ntment the
legislature has strictly defined qnd limited the powers of the Commis.ion.
(MwaMflin v. tommisslon. 51 Fed. (2d) 40); Henderson v. Comm is.9ion, 50 Fed.
(2d) 21,S; Coam*ntln v. Smith, 57 Fed. (2d) 227). In Constantin v. Sterling,
---- Fed. (2d) - , we carefully eximilned the statutory provisions against

waste contained In the present statutes, which tire set out In a note to that
opinion. arid ftlund nothing in them which contemplated, required, or permitted
either urreasonahle or unjust restrictions upon production. We fond upon
the contrary. that while allowing the Commissiom to moke orders prorating
proluetion from a pool If necessary to prevent waste. they In termn. required
the apt'ortionment to he.made among the wells as the facts justly ati(d equitably
re(llir'ed. We accordingly found the statutes valid against attack. No case has
been called to our attention, and we have found none which requires m,,dlilltion
of thse views, and we again find tile staitutes valid. It temahit: only to inquire
whether, tested by the principles announced in those cases, and particularly
in the last case referred to, a ease Is made out here entitling plaintiffs to
relief on the ground that the orders are not within the powers granted to the
Commission, because, contrary to the statutory prohibition, they are designed
and effective to prevent economic waste by limiting the production of oil to
equal the existirg market demandl, or though designed to prevent physical waste
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they operate unjustly and Inequitably, because discriminatory, or excessively,
because beyond what the public necessity requires.

'The facts are without cotlict; a orief suiuiwary of them will suffice. The
conflicts ailse entirely front the contrary theories advanced by the experts
on each side In support of their respective contentions as to the effect on
physical waste of present :id proposed methods of controlled production; on
the part of plaintiffs, that the orders, by their unreasonable restrict ou on
production, both in the matter of limited amount, the method of distribution,
and the disregard of gas-oil ratio, create, they do not prevent waste; oat the
part 4of defendants that by utiliz ng the water drive, they do. The rate of
withdrawal of the oil, the rate o' Its replacement by water, and the effect it
is having and will have on ultimate recovery, are matters on which there Is
great conflict of opinion. The (Iommiss on's experts asserting the field to be
water driven, and that it should be l,;'oduced so us to maintain a continuous
follow up of the water, contend that the present restrictions produce that
result. 'laintiff's witnesses testifying that the o I is gas driven, anld that
no such orderly and continuous follow upI of tile water its defendants' witnesses
speak of, is necessary, or is or call be mainta ied, declare that the present
neth o not only greatly Injures plaintiffs but if continued, w.11 cause great
waste all(i loss in the leld. It is here, as to the production unwt h1ids most
suitable to prevent waste, that the theorizing opinions of tile witinLsses differ
most radically. In fact, so rad catl are their differences and so contrary their
opinions, so voluble, so volatile tire most of the witnesses in advancing them,
11(1 So equal are they all III colstul'('t.Ss, that lormn of knowing which easily
mistakes certitude for certainty, that if we assume, as we suppose oil this
record we should, them all to have equal theoret cal knowledge and an equal
absence of intention to deceive, the theories as such might Iwst 1)e hold to
counterbalance, leaving the question of the validity of the orders to ho deter-
mined uot upon disputed theories, but by it cois deration of'the physical facts
and their ainitted (Nisequen ces. il(l1 tile c4 11101-sen. e colicl tslonls which
that consideration compels.

Fir though we are of the opinion that the theories advaicced by the defend-
ants' witnesses to support the Comnilsison's orders, co)ercively drastic as they
aure, even If the theorles are sound, and ruinously so if they tre unlsound, are
completely overthrown as theories by the lestilmoly of plaintiffs' theorists, we
think that too little is definitely kntwii about these theories and there Is too
large a body of undisputed physical fact to permit opinion evidence to deter.
mine, either before the C )mmlsslon or us, the real and substantial rights here
in question.

Tihe east Texas oil field is 4 or 5 miles In width. 35 to 40 miles in length.
Underlying its area of 1120,000 acres Is a great reservoir containing, it is e.ti-
mater, some 6.000,000,000 barrels of oil. All agree that less than 50 percent-the
estimates varying front 35 to 41) percent-of this oil is recovi,roble by any
method now known. S far 200.00.000 barrels hve been withdr'awn. All
ogree that close sptcing of wells and sonie system of ratable production which
will best utilize the propulsive and lifting energy stored there will give the
greatest yield. All ngree that the rules enforced by tile Commisslon require
wide spacing, prevent ratable taking, and have the Immediate, obvious. ind
plaint:ff- say. the sole tendency antl effect of restrictitng production from the
field. On the west side (if the, field is " edge water", underlying the, west hIalf
1s "bottv.m ivater." No water underlies the east half. Slowly but pre.
ceptibly water Is rising in the west part of the field.

The Commission's experts are of the opinion that the water is replaein. the
oil substantially its withdrawn. plaintiffs' witnesses are of a contrary opinion,
They say that the water is lagging far bIhind, and thtt only 00,000,00t0 barrels
have come in. All agree that within thne every barrel taken out will be re-
placed by water, regardless of what method of production Is used. Upoon the
issue that the orders look to economic, rather than physical ends. plaintiffs
proved by testimony and charts the relation between the supply and the price
of crudle and refined oil products.

Complainant's wells are nearly in the middle of the field, with oil -sottlrited
sands f the maximumn tbickne"s, but no water underlying. and tbey van pro-
duce large quantities of oil without waste. The oil-producing sands to the east
of plaintiffs' property are (if continually decreasing thickness, pincing out to
nothing on the east edge of the field. None of the wells lying bItween plain-
tiffs' property and the eastern edge of the fleld are capable of Irodu 'ing nearly
as much oil as plaintiffs' wells unless by artificial methoils of restriction such



202 NATIONAL INDUSTRIAL RECOVERY

as the Commission is now requiring, plaintiffs' production and that of others
similarly situated is cut down for their benefit. The potential capacity of the
8,000 or more wells in the field varies from 200 barrels and less per day in
some to 80,000 barrels In others. The wells having the largest potential capac-
ity will naturally, if left alone, produce the greatest amount of oil. If the field
is produced in an orderly manner, and as near ratably as may be, each person
withdrawing the oil underlying his land and that which can be brought to his
wells by proper production methods, each well will produce in accordaitce with
the advantage of its situation. Whereas if the present condition is maintained
r laintiffs will lose oil to which they are entitled to the wells on the east and
ong prior to the exhaustion of the oil and gas in the reservoir, the rise in the

water will saturate plaintiffs' wells drowning them out, and the sands lying to
the east will produce the oil which has been driven from plaintiffs' lands to
them.

The evidence is conclusive that the Commission has never made experiments,
tests, or inquiries to ascertain the greatest amount of oil which each producer
may takg front his wells without injury to the field, and that It has never en-
courage notr, Wideed, perml ry or test as, in carrying out the
legislative policy of u physical waste, it ought
to have done. On tt

It Is further c ways been fixed, either
finally or tent production in Texas
within the a ate Advisory Com-
mittee and R, as ses Rosser, puts

s orthe am y to support this
fixation th support of the
claim tha n a a.e ce, in the form
of specul lcha y challenged as
unsound , in our m appearance of

Plain Istrengthened;
that th onlusion that
the CoV to limit pro-
duction' oal and oppres-
sive a Iga plied, here it Is
expresse re the Ich ion masked Its
forbidden evidence entirelydiscredits

They say the facts in testi-
mony, and t rt te ge, make plain to
the court wha t theCover wavered from its
steady purpose he things forbidden to
It, the court Is stad the purpose except In
the operation and t ny compels the finding that
the Commission's order to the prevention of physical
waste, but on the contrary, ten o it. That if it be considered that the
orders have some slight tendency to prevent waste, this tendency is so slight
and is accomplished at the price of such drastic, excessive and unnecessary
retraction upon the right of private use, that the orders must be held to be
confiscatory, and mere arbitrary fiats. And finally, that In any event the
apportionment of the production equally per well, instead of In accordance
with each well's potential capacity Is so patently Inequitable, unjust, and con-
fiscatory, and so directly In the teeth of the statute, that the orders may not
stand. Plaintiffs say, In short, 4hat the Commission is "running the public
Interest argument Into the ground" by in effect" taking over the entire manage.
ment of plaintiffs' properties and running them at the expense of the owner"
(Wolfe v. Industrial Oourt, 262 U.S. 1539) and this not in the interest of the
general public, as the legislature understood and declared it, but as that in-
terest has been interpreted by that part of the public which, desiring oil sta-
bilization on the basis of higher prices for both crude oil and Its refined prod.
ucts, wants and will have limited production In Texas and elsewhere, and that
against such unauthorized action, no matter how wise and benevolent in pur.
pose it may intrinsically be, plaintiffs should have their injunction.

In considering the evidence In this case we have not been at all unmindful
of the fact, constantly pressed upon our attention throughout this long con-
troversy, that, though the legislature has declared that "the Commission shall
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not have power to attempt by order or otherwise, directly or indirectly, to limit
the production of oil to equal the existing market demand for oil, and that power
is expressly withheld from the Commission ", there is a large body of opinion
shared in to some extent by at least some of the members of the Commission
(MacMillan and Constantin cases, supra) that it would be a most desirable
thing if the Commission within the limits of the law,. could accomplish what
the legislature has forbidden, and that there are many who conscientiously
believe that if the restraining hand of the Commission is withheld from keeping
supply within the compass of demand, wide open and flush production, with
resulting waste, both economic and physical, will ensue. Nor have we been
unmindful of the counter contention that the Commission must be most rigidly
held to the legislative policy which the statute declares, nor only because that
policy Is consistent with the long-established policy of the State toward arti-
ficial price raising, indeed, with the genius of its people, but because, if the
attention of the Commission can be entirely distracted from limiting the supply
-of oil to market demand, and centered upon a real effort to ascertain the sources
and causes of physical waste, with the idea of instituting regulations designed to
assist operators in preventing it, and not, as now, to taking over from them the
management of the field, the enlightened self-interest of the producers In east
Texas can be counted upon to devise ways and means of obtaining the greatest
ultimate yield from it.

Considerations of this kind, however, may be entertained by us only as
they throw light upon tho motives, the actions, the testimony, and the con-
tentions which we are to review. They may not, except in this limited way,
influence or guide our decision. For in a controversy of this kind between
one who owns property by a title which carries the right to use it, and a
regulating body undertaking to impose limits on that use, the statutes them-
selves being valid, we have only one inquiry, whether under the facts the

,orders entered are within the grant of power.
We have carefully considered the evidence in this case, Illumined as it is

by the long record, the history of which the cases cited supra give, of the
settled purpose, the achieved result, of controlling the supply of crude oil
to keep it within market demand, and we think it cannot be reasonably doubted
that the orders are void as directly in the fact of legislative prohibition.

We find no support whatever in the evidence for the view that the amount
-of the allowable was fixed upon a real and primary consideration of, or is
supported by, any reasonable or credible evidence that it will, or will tend to
prevent physical waste. On the contrary, we think that no reasonable mind
could believe or conclude that the orders as entered were either designed to,
or do, have any real relation to the public necessity to conserve oil against
physical waste. We therefore find here, as we did in the MacMillan case,
supra, that "under the thinly veiled pretense of going about to prevent physical
waste the commission has, in cooperation with persons interested in raising
and maintaining prices of oil and its refined products, set on foot a plan which,
seated in a desire to bring supply within the compass of demand, derives its
impulse and spring from, anti finds its scope and its extent in the attempt to
control the delicate adjustment of market supply and demand, in order to
bring and keep oil prices up "1, and here, as there, that orders so entered may
not stand.

Further, if we disregard the statutory prohibition against restricting supply
to "equal existing market demand", we think it equally plain that plaintiffs
are entitled to relief. For, enacted not with an eye single to fairly exert ad.
mitted constitutional power to regulate the use of private property while it
permits the full use consistent with such regulation, but with an eye evil,
because it has looked too much on the forbidden thing, keeping supply within
demand (C7onaantin, supra-.¥cko v. Hop)ome, 118 U.S. 871) the rules have
been entered and are being enforced In such fashion as to subject plaintiffs'
property to a confiscatory control, which, transcending public necessity, has
exerted the power granted beyond the necessities of the case, both in that
it has arbitrarily and without adequate grounds limited the total production
of the field far below any amount which the evidence fairly shows the interest
,of the owners, consistent with public necessity, permits; and particularly in
that in direct contravention of the statute, instead of justly and equitably
distributing the reduction ordered, it has, through its per well requirement,
so arbitrarily, unjustly, and in a confiscatory way distributed it as that It
will inevitably take the oil of plaintiffs situated as they are, most favorably
.on the structure, to give it to others not so favorably situated.
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Plaintiffs may prepare their decree, and giving notice of time and place to
counsel for the Commission, present it to the district Judge for settlement and
entry, within 15 days.

Senator MCADoo. Can you tell us briefly, Mr. Blalock because I
was not here at part of the hearing the other day, what is this
organization called the "Texas Oil Conservation Committee "?

Mr. BLALOCK. Senator you have referred to the publicity given by
the attorney general of T!exas to that association I

Senator MCADOO. No; I have reference to the testimony given by
someone who represented them here before this committee. Who
was that?

Mr. BLALOCX. Mr. Rouser.
I will say to you this, sir, upon your request: The Texas Oil &

Gas Conservation Association is a group that claims to have some
5,000 membership of independent oil men in the State of Texas.
Mr. Charles Rouser, of Fort Worth, is president of that organization.

Week before last the attorney general of Texas conducted a court
of inquiry into the activities of that organization. He found that
that organization had wired the President of the United States
representing that they were a group of independent producers. This
investigation, which is public court record in Austin, Tex., dis.
closes that of the some 5,000 membership, 2,200 were employees of
the Humble Oil & Refining Co., a subsidiary of the Standard Oil
of New Jersey; 500 were employees of the Texas Co., consisting of
clerks, stenographers and pipe liners.

ie also discovered, and this public court records of Texas, that
that organization in about 14 months had collected $100,000 pur.
poses, that of the $100,000, $90,000 was contributed by eight major
oil companies and $40,000 of the $90,000 was contributed by the
Humble Oil & Refining Co.

Senator McAoo. You say that Is a public record?
Mr. BLALOCK. Public court records in Austin, Tex., and I know

and stand upon the record that if any Senator, or this committee, will
wire the attorney general of Texas for those facts, they will be
confirmed.

The CHAIRMAN. Thank you very much, Mr. Blalock.
Senator Goim I wonder if that can't be gotten and inserted in the

record here?
Mr. BLALOCK. I will wire for it, sir, at your request, if I may.
Senator CONNALLY. You mean tie whole court. record, Senator?

That would be rather voluminou.I
Mr. BLALOCK. It was a court of inquiry held at Austin, Tex., at the

instigation of the attorney general of that State.
Senator GORE. What I had in mind was the collection of money for

lobbying purposes, who contributed, and the amount.
Mr. BLALOCIC. I will be glad to get that, if I can.
Senator Gon. When did that last decision come down?
Mr. BLALOCK. Day before yesterday.
The CHAIRMAN. Can you get that and insert it in the record?
Mr. BLACOCK. I have inserted that fact, and as soon as the opinion

comes out, if one is written, I will procure that and insert it also in
the record.

Senator GORE. I wonder if you can put in the opinion in the Chain..
plin case?

204
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Mr. BLAwoc. Yes, sir; I will be glad to get that and insert it.
I offer for the record copy of letter dated Washington, April 4,

from President Roosevelt to the Governors of the oil-producing
States.

(The letter is as follows:)
WASHINGTON, April 4.

My DrA Govtiaoz: I am sending you herewith for your consideration a
report submitted to the Secretary of the Interior as the result of a 8 days' con-
ference held in Washington the early part of this week on the oil situation and
participated in by representatives of the Governors of 17 of the oil-producing
States. There were also present at the conference representatives of the inde-
pendents, in the industry as well as of the major oil- and gas-producing agencies.

The main report was drafted and unanimously adopted by a committee of 15
composed in equal parts of representatives of the governors, of the major oif
industries, and of the Independents. When this report was finally submitted
to the full conference, it received the affirmative votes of all the representatives
of the governors and of those representatives of the oil industries voting as
set forth on page 4 of the report.

Together with the majority report just referred to, I enclose also for your
information, a minority report adopted by a group of independents and sub-
scribed by them in the name of "Indepdent Petroleum Association Opposed to
Monopoly."

I further enclose a resolution adopted by the representatives of the governors
after the main report already referred to had been ratified.

To complete the record, I am sending also a final correction to the recom-
mendations made by the committee of 15, which was handed to the Secretary
of the Interior yesterday.

I especially direct your attention to paragraph A-1 and A-2 of the recom.
mendations of the committee of 15. It is obvious that the action proposed
to be taken in these paragraphs is within the sole authority and jurisdiction
of the Interested States. The President of the United States has no authority
to declare a moratorium such as is proposed and he might be regarded as in.
fringing on the sovereignty of the States if he should make the suggestion
contained In paragraph A-2.

There seems to be a widespread feeling that an emergency exists in the
oil industry calling for action and It Is hoped that the governors of the
States affected, after consultation with each other, will take action appropriate
to meet it.

The Committee of Fifteen in paragraphs A-8 and A-4 recommend certain
action on the part of the Federal Government. I am of the opinion that the
suggestion that the Congress pass legislation prohibiting the transportation
in interstate and foreign commerce of any oil or the products thereof produced
or manufactured in any State in violation of the laws thereof, is well
considered.

I am prepared to recommend such legislation to Congress as a contribution
on the part of the National Government toward the solution of the difficulties
in which the oil industry finds itself.

I also approve the recommendation In paragraph A.4 of this report.
The report of the Independent Petroleum Association Opposed to Monopoly

recommends "that enactment of emergency legislation by divorcing oil pipe
lines engaged in interstate commerce from other branches of the oil industry."
I am of the opinion that this is a reasonable request and that such legisla-
tion should be enacted at as early a date as possible.

There are other suggestions and recommendations made, to the Secretary
of the Interior as a result of the deliberations of the oil conference thot on
their face are fair and reasonable, but which no doubt require Immediate
action.

These recommendations can be taken up at a later date, perhaps after
further conference between the representatives of the States and of the
Industry and of the National Government.

Very sincerely yours,
FRANEuLN D. RooscvEr.T.

176260--88----14
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The CHAmMAN. Mr. Elliott, I understand you can get along on
6 minutes?

Mr. EuuoTT. Mr. Chairman, I can get along on 1 minute if it is
absolutely necessary.

STATEMENT OF 10IN B. ELLIOTT, LOS ANGELS, 0ALIF.

Mr. ELUOTT. Mr. Chairman, we have come all the way from Cali-
fornia. I appreciate the difficulties in the way of time of the com-
mittee, and I will endeavor not to transgress for one moment upon
your time.

This is a grave question, and of course I am very sure that the com-
mittee cannot even scrape the surface of this question by the hearing
of voluntary witnesses. It seems to me that the Congress of the
United States and the Senate of the United States, should conduct
an inquiry, an official inquiry, into the oil business of the United
States, which is the second greatest industry of the country, and find
out what we independents in the business know very well as to what
is the matter with it. The greatest monopoly in the United States,
or in the world, is in the oil business in this country, and the Senate
would very quickly find it out if it instituted an inquiry and sum.
moned witnesses here to find it out.

I speak, Mr. Chitirman, as an individual producer in California,
an independent, representing several small companies in which I am
interested. I am also the vice president of the Independent Pro-
ducers' Association of California.

Senator Goiw. How many members have you I
Mr. ELuoTr. We have something less than 100 members, Senator,

in this organization, but it embraces practically all of the important
independent producers in the State ol California.

Senator GoR And represents what percentage of the productionI
Mr. ELLoTr. I was just going to give you that Senator.
Senator GoRe. I beg your pardon. I will not interrupt you.
Mr. ELiorT. That is all right. Interrupt at any time you wish.

The independents in California produce about 45 percent of the
production in the State of California. The major companies pro-

uce the other 55 percent.
I also am the president of the Independent Petroleum Associa-

tion Opposed to Monopoly, which was organized last March in this
city, and is a sort of holding company for the independents of the
United States. That is, it is attempting to hold the assets that we
have got left in the business, if we can. It is that'kind of a holding
company.

We come here from california with a mandate, Mr. Chairman,
from the people of California against any governmental control in
the oil business. The legislature of the State of California 2 years
ago proposed a control and curtailment act for California, similar
to the one now in Texas and Oklahoma and we independents re-
sisting this effort carried it to a vote of tihe people by a referendum,
under the laws o California. They claimed, as they do everywhere,
that we independents represented about 5 percent of the industry.
I think that is probably as much as anybody represents that comes
here. But we have always claimed that we did represent the great

WO6
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body of independents in the industry, that we represented the people,
the public also.

And when this bill, this control curtailment bill, in California was
carried to the people, I think it thoroughly established our case that
we represented the people, because that bill was rejected by the people
of California by a vote of nearly 4 to 1. That was a year ao last
May, and the vote was approximately 1,100,000 against the ill, to
390,000 for the bill. The people of California, Mr. Chairman. are
opposed, and have gone on record, to Government regulation of the
6il industry in that form.

It is not necessary, Mr. Chairman. It has been said to you re-
peatedly--said to this committee-that the oil industry is in better
bhape than almost any industry in the United States. That is
absolutely true, and you gentlemen would find it out if you would
investigate it. It is in better shape. It does not require any dictator.
That Is furthest from the necessity. There isn't any necessity at all
for it.

I came down here in March, along with other producers in Cali-
fornia, to join the so-called "governors' conference." I want to give
you one reference to Mr. Blalock's statement. He told you that the
Independent Association in Texas had been here, that it seemed to be
getting all its money from these major oil companies. That is the
common experience. As soon as an ft. apendent organization is
formed, the major companies get control of it.

That has never been so in California, because we decline to accept
any membership or to take any funds from major organizations.

We came down here in March to attend this governors' confer-
ence, so called. There was Just one governor at that conference.
That governor, it was currently, and I think correctly reported, was
a brother-in-law of the president of three Standard Oil subsidiaries.
He was the only governor at the conference. The other members of
the governors' conference were in the main appointees of the gov-
ernors and represented almost exclusively the major oil interests of
those States. We all, in the oil business, know this to be true, because
we are familiar with the personalities.

The governor's conference was a joke, Mr. Chairman. They sub-
mitted 15 recommendations to the President of the United States,
and the President accepted only 1 of them.

Senator GORE. Which oneI
Mr. ELuorr. The one with reference to the transportation of hot

oil. The one prohibiting transportation in interstate commerce of
contraband oil.

On April 29 1 had a telegram from the Secretary of the Interior,
reading as follows:

WAsRIoTox, D.C., April 99, 1988.
Will appreciate it if you will wire me to reach me Monday morning your

views whab If anything should now be done considering present state of oil
Industry, particularly reference to price at which oil has been selling east
Texas.

lom, feoretary of the interior.
In reply to that I sent the Secretary a telegram of some length

which he received Monday morning. He acknowledged receipt oi
it and transmitted it to the President. I observed, however, in the
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papers which the Secretary filed with you last Fridaty that he over-
looked this message of mine which he had received in response to
his inquiry.

Senator McADoo. I suggest it be read. It won't take long.
Senator Gou. Mr. Chairman, I want to say at this point, I am

sorry Mr. Elliott, having come 3,000 miles is limited to 6 minutes.
I don't think you will have a better or abler opponent of this bill.

The CHAMMA. Senator Gore, it is up to the committee. There
are any number of witnesses here on other phases of the bill. We
will give Mr. Elliott 80 minutes if the committee desires it, and other
witnesses also, but we will have to be here in these hearings of this
matter for several. days longer than is necessary if we give every-
body all the time they want.

Senator CONNALLY. It seems to me, Mr. Chairman, the oil feature,
of it is rather more important than the others, because there is a
special amendment here seeking to graft this matter on to this bill,
and it partakes of a little more importance than it would if it was
merely a part of the general bill. Think Mr. Elliott ought to have
10 minutes anyway.

The CHAIRMAN. I don't think there is any doubt about that. I
asked the clerk of the committee to talk to these witnesses and find
out what time they wanted. Mr. Elliott signified 6 minutes, and we
have given him 10 minutes.

Senator McADoo. I would like to interject just for a moment, that
while I agree upon the necessity for limiting the time, nevertheless
I don't think we can deal with so vast a problem as the oil problem.
casually, and I do feel it is of the utmost importance that a sufficient
amount of time be given, economizing it properly, so that we may
not have repetitious matter brought before the committee all the
time but a sufficient amount of time to enable these men who are so
deeply interested in this problem, and who are so deeply affected by
it, as well as the public interest-and I want to stress the public,
interest here-shall have a sufficient amount of time to present the
case to this committee. I have said to these constituents of mine
from California that I hoped they will be as brief as possible, but
I would like to feel, since they have come 8,000 miles, that they will
have enough time to put their case in.

The CHAIRMAN. There is no desire on the part of the chairman to.
cut these witnesses off or to limit the time so that they cannot express
what they want; but I do wish to say that there are any number of
witnesses on this bill, and, if we hear them all at any length, we will
never get anywhere.

Mr. ELLOTT. If you wish, I will read my telegram to the
Secretary:

Los A.%oirHs, CALrr., April s0, 11,8.Nton. N0WASD L. Jcicus,
Secretary of Interior, Washlngton, D.O.:

ThInk you for your gracious courtesy In Indicating your desire for my views
concerning present State oil industry, particularly east Texas field. Rtegarding-
east Texas, I wish to point out that more than 10,000 wells have been drilled In
this single field under legal curtailment of pro iuctlon, which huge total of wells
Is responsible for large potential and actual production for that field. It Is
important to observe that legal curtailment everywhere tends to have this in-
evitable result. It is important also to observe that, with the large present
production, there Is no actual waste. Federal circuit court of appeals in Its
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last two Texas proration court decisions held that the former allowable figure
for the east Texas field of 875,000 barrels per day was too low and amounted to
confiscation of property and transcended public necessity. Court also held that
well potentiality was proper basis for proration orders, and that acreage was
not indispensable to a valid order. Texas Railroad Commission on finding of
fact stated thit for the past 90 days approximately 750,000 barrels of oil lind
been moved daily from east Texas field under court injunction and, further.
more, that the same incurred no waste, and that this fact was the best evidence
of market demand. Based on these facts and the court orders, the Texas Com.
mission fixed the present allowable for that field.

Apparently also the present Texas commission order is valid because for the
first time the Federal court has refused temporary injunctions to allow viola-
tions of this order. I desire also to invite your attention to fact that the pres-
eat very low price for crude oil in east Texas field is but another instance of
the major purchasing companies applying coercive economic pressure. They
have cut price of east Texas crude from 50 cents to 10 cents per barrel while
maintaining unchanged the filling-station price of gasoline. Am satisfied that
investigation will show that on basis of average 10 cents retail price per gallon
for gasoline In Texas there Is no justification for existing prices of crude which
are fixed arbitrarily. I submit that attempted curtailment of production of oil
by law in United States so far has only served to make bad matters worse and
precedents in similar efforts to control production and prices by law in cases
of other commodities show futility. I cite cases of commodities of rubber, cof-
fee, and wheat In which attempts to control production and prices have resulted
disastrously. It would, however, seem reasonable to stop all imports of crude
oil and its products in the present situation. The suggestion has been made
that if the United States desires to got its share of the oil export markets of
the world it can do so with the present low prices of crude oil if reasonable pipe.
line rates and regulations from field to tidewater are established. In California
we have the spectacle of the major oil corporations cutting the price of crude
oil while at the same time raising the price of gasoline. This latter has
occurred twice within the month.

The companies which are engaged in this practice in California are also
operating under a perpetual Federal court injunction prohibiting their opera-
tions in restraint of trade granted by the Unitod States District Court in
San Francisco in year 1929. The Stasdard O11 Co. of California apparently
admitting its commercial errors announced last week in large newspaper
advertisements it "will not add to its present sales outlets either by con-
structing new stations or by attempting to acquire stations now supplied by
its comi)erttorq or seek to increase its percentage of that business at the
expense of. competitors." I desire Mr. Secretary to reiterate what I said to
you in Washington that a projected ,oll monopoly is attempting to fasten
complete control upon the oil Industry of the country and to thereafter levy
toll upon the people and that it seeks to destroy all independent factors in the
industry with that end In view. We believe that the Federal Government
should protect and encourage all legitimate independent competition and aid
such competition in its efforts to prevent being ruined by unfair methods and
practices of monopolistic agencies. I desire to renew the recommendations
made to you by the independent associations in session at Washington recently
and specifically support the recommendation of the President of the United
States for emergency legislation calculated to separate the ownership and
operation of producing and transporting units In the oil industy. We believe
also this should be extended to cover service stations ts well as pipe lines
und also that the Interstate Commerce Commission should Immediately, if it
has sufficient power, establish nnd mabitain reasonable rates and regulations
for Interstate pipe line,.

Respectfully. 3oz B. ELLIzoTT.

Thank you very much, Mr. Chairman. I want to make just one
other observation. Everywhere in the United States the price of
crude oil and price of gasoline is fixed, fixed by the controlling inter.
ests in the oil business. It has been so for years. The law of supply
and demand has nothing to do with it, does not enter into it at all.
Those prices are fixed arbitrarily, gasoline to consumer, crude oil to
the major producing companies.
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One other thought, and I will finish. The suggestion is always
being made that production should be held down to market demand.
What is the market demand, Mr. Chairman? You will hear that
very often. Suppose it is held to what the market required at the
present?. The object is, of course, to raise prices. -That is the
object of restricting it to market demand. Curtailment has the same
effect and the same purpose, to raise prices. The whole thing is
price fixing. All right, you hold it down to market demand and
raise prices. What happens immediately? You then have less mar-
ket demand, and your whole basis is changed at once. There is no
such thing as a fixed and solid foundation of market demand. It
cannot be done, and never can be done.

Senator Goai. You say there are 15 proposals that resulted from
the governors' conference here?

Mi. ELuorr. I beg your pardon, Senator Gore. I meant to say,,
if I didn't say it, that it was a conunittee of 15 and that of their
pro osals only one was accepted.

_gnator Goau. How many proposals did they make?
Mr. Ewuorr. It is in the record submitted here Friday.
Senator GowL I wanted to get it again.
Mr. Ewo-rr. There were quite a number of proposals.
Senator Go=L The President accepted one of them. That was

related to the interstate shipment of contraband oil.
Mr. Eiuorr. That is right.
Senator Goiw. Are any of the other proposals embodied in this

bill?
Mr. EBuorr. Yes, sir.
Senator Gou. Do ou know how they got in there after the Presi-

dent had rejected albut one proposal Do you know the history
of itI

Mr. EmriT. Of this bill?
Senator Gou. Yes.
Mr. EuurI. Senator, I am sorry" I do not know the history of'

this bill, and I don't know anybody tat does.
Senator Goaw Have you any theories as to why the President

rejected all the proposals but one?
Mr. Epumv. I am sure I couldn't attempt to speak the mind of

the President.
Senator McAnoo. I think, Senator Gore, he stated that in the let-

ter which he addressed to the several governors who had participated
either directly or by their representatives in the so-called "oil con.
ference and he outlined the reasons for the position he took in that
letter.

Senator GoRE. I was wondering whether the "Rochester" letter,
had anything to do with it.

Mr. ELLToTT. Again, I cannot fathom the President's mind,.
Senator.

Senator Goa. Has that letter been made publicI
Mr. Euuorr. No, sir.
Senator GoRE. Is there any objection to making it public?
Mr. EtwoT. Not on my part I am sure.
Senator GoRE. Do you think there would be any objection, Senator

McAdoo?
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Mr. ELL nrr. I can't speak for Senator McAdoo.
Senator GoRz. I was asking him.
Senator McADoo. I beg your pardon?
Senator GORE. Do you think there would be any objection to in-

serting the Rochester letter at this point?
Senator McADoo. I can't see any.
Senator Goiw. Let us put it in. It sheds a good deal of light on

this whole subject.
Senator CONALLY. Mr. Elliott, does your group object to an act

prohibiting the interstate shipment of oil produced in violation of
the orders of any State commission or any State I

Mr. EUont. Not at all.
Senator McADoo. You mean any valid order, of course ?
Senator CoNNALLY. Of course, any valid order. Your group is

willing to go that far? 0
Mr.ELTovr. Yes indeed; we have no objection to that.
The CHAtMAN. Thank you very much.
Senator MoAoo. Mr. Chairman, it occurs to me that in view of

the immense amount of work this committee has to do on this main
bill, as well as this oil business, all of these features are going to
require adequate consideration and a considerable amount of time in
the hearings. I was wondering if it wouldn't be wise to appoint a
subcommittee to take up certain features of the bill, let us say a sub-
committee to consider the oil end of it and a subcommittee to con-
sider the other parts.

The CHAIRMAN. The Chair feels very kindly toward the sugges-
tion of the Senator from California, and if there is a motion to
appoint a subcommittee to deal solely with this oil.proposition, let
us arrange about the hearings, so that they can be held at the same
time the full committee is working on the other features of the bill.
I think we might expedite the conclusion of this bill very much, and
the Chair will entertain, if it is the sentiment of the committee, a
motion to that effect.

Senator CONNALLy. Mr. Chairman, that sounds good, but I don't
believe we will save a bit of time, because the subcommittee will go
out and hatch it all over, and then they will have to come back before
the full committee and go over it all again, or else the members of
the full committee will not be advised.

Senator Gon. They will have to go over what the special com-
mittee has done, and the special committee will have to go over what
the full committee has done.

Senator CONNALLY. I think it would be a mistake. I don't think
we will save any time.

Senator MOADoo. I know on the Banking and Currency Com.
mittee we have had to do that, and subcommittees have been ap-
pointed which have reported to the full committee.

Senator REw. Do you not think that the results show it, Senator?'
Senator CONNALY. I think this whole bill is so important that this

full committee ought to sit here and hear it all, and when we hear
it all, we are through.

The CHAmMAN. We will proceed, then, if that is the sentiment of
the committee, and ask the witnesses to be as brief as possible, so
that we can get along.
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Mr. ELLiOTr. Mr. Chairman, might I give you the names of two
men, Mr. Keck came with me from CaTifornia. He is a leading
independent producer of California, and Mr. J. Edward Jones o0
New York, who represents the royalty owners and land owners?

The CHAIRMAN. Thank you very much.
Senator CONNALLY. Mr. Blalock, I would like to ask if your group

objects to an act prohibiting the interstate shipment of oil produced
in violation of valid orders, either by State regulatory bodies, or
the State itself?

Mr. BLALOCx. Valid orders, we do not object.
Senator CONNALLY. Of course, an invali order would not apply.
Senator McAioo. Before we proceed, I would like to ask Mr.

Elliott if he is going to produce and file with this Committee this
so-called "Rochester" letter?

The CHAIRMAN. I understood Mr. Elliott was to try to get it.Mr. EL.IOTT. I will try to get it and file it.
*Senator McAnoo. I think it is very important for that letter to
be before the committee, and I particularly desire to have it come
before the committee because it not only outlines the methods by
?which the major oil companies attempted to procure things in Wash.
ington, but particularly because it interested me from the suggestion
that those gentlemen would like to organize my office for me after
I came here. It is needless to say that they had no opportunity to
organize my office.

Senator Gow. He said, Senator, he wouldn't charge you anything
for it.
* Senator McAnoo. He didn't say that.

Senator Gouz. Yes, he did. He said he would do it for nothing.
Senator McAnoo. Well, not directly, but' he would have been

compensated through the people who employed him to organize it.
* (The letter referred to is as follows:)

FEDERAL OIL CONSERVATION. BOARD,
Waahington, Deoember 81, 198 .Mr. Goaum C6'uL

San Franesoo, Calif.
Dua FR D: It would seem that every time I want something worth while

I must turn to you. My last appeal was when John Barton Payne had a Job
open as publicity director of the American Red Cross. The letter you sent
me at that time for presentation to Payne was the most beautiful one I ever
read. I still have it-and a king's ransom couldn't pry It loose from me.

But what I have in mind now Is this. When I quit calling you "Boss"
I went back as one of the editors for the Associated Press. A little later
Harry M. Daugherty came In as Harding's Attorney General, and I was offerOd
and accepted a Job as assistant to the Attorney General. In plain words,
I was the liaison offlc,'r between the Attorney General and the press. Datugh-
erty went out via resignation to Coolidge; Coolidge named Harlan Stone, n1ow
on the United States Supreme Court bench, anil later that old Vermonter. John
Garibaldi Sargent, came In as Attorney General. I served all three, and
never slipped a cog.

Suddenly, In late 1924. the American oil industry found itself In chaos.
Overproduction, eut-thro:at competition. alarming waste of crude and gas,
etc., were the disturbing factors. Coolidge Iamed four members of his
Cabinet "The Federal Oil C-nservatlon Board." I was given the job as
secretary. It was my duty to run the works, map programs, arrange hear-
ings, toy with questionnaires, prepare statements for the board and speeches
for members. For 8 years I Juggled this assignment, and never slipped a cog.
A dozen Cpbinet members were satisfied; the oil industry was satisfied.
-Coolidge and Hoover and Cabinet-officer chairmen of this board rode grandilo-
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quently up to and Into the spotlight as master statesmen, insofar as adroilt
moves dealing with the economic conduct of the oil industry were concerned.
And the oil Industry, strange as it may seem, is the only basic industry upon
the face of the globe today that has emerged from the world depression. It
will show a profit for 1982. Large credit may be given the Federal OiL
Board for this condition. Its cooperation and counsel saved this vast industry
from ruin.

From the time this board was created until this hour I have handled the
administrative job for these Cabinet members, and never slipped a cog.

But here is what I want you to know. Now that Mr. Hoover has suffered
complete and positive annihilation and no longer can use to advantage the con-
tacts lie and his Cabinet enjoyed with the giants of the oil Industry, he forth.
with abolishes this Government board, transferring all of its functions to the
Bureau of Mines. His Executive order scrapping this board, along with his
general jumble of governmental bureaus and agencies, Is to become effective
automatically in 60 days, unless the Congress meanwhile disapproves it. This
oil board has cost the Government less than $10,000 a year. This may amaze
you. It has been worth 10 million to the Republican Party, the public, and the.
oil industry. A word from you to Mr. Roosevelt, and a message from the
President-elect to Mr. Garner in the House and Mr. Robinson in the Senate.
will prevent this Hoover vandalism.

Mr. Roosevelt cannot afford to get away from the heads of the Nation's great
oil companies. He will need the counsel of men of this caliber; they will need
him. The contacts as now made are invaluable to all concerned, and should
not be disturbed.

Now about McAdoo. He was kind to me when I was managing editor of the
Washington Post and he Secretary of the Treasury. His personal letter recom-
mending me to Payne some years back was a tribute I shall never forget. And
you had a good deal to do with the Senator-elect's splendid action on this occa-
sion. I would like McAdoo to know this. I have in my possession personal
letters from the presidents of major oil companies in California concerning the
great value and helpfulness of this Government oil board. These men are the
biggest on earth insofar as oil Is concerned-and all of them are within Mc.
Adoo's bailiwick. I cannot use these letters, but I can let McAdoo see them,
or you may see them, and know just what these men think and why they think.
so. These men and McAdoo ought to be brought closer together. McAdoo could
quietly let his friends in the Senate know that lie Is opposed to the abolition of
the Government oil board for the very simple reason that no economy is effected
by wiping it off the map, whereas it has proved helpful and useful and will in
the future be of great value both to the Government and to the oil industry
generally. McAdoo can take such a stand boldly and brazenly, but he could
not assume such an attitude If real economy were involved. He can therefore.
act without any danger of criticism, and he would be justified In any stand he
may take, no matter how vigorously he acts.

This may seem a long letter, but I know your inherent tolerance and.
kindness.

The general counsel of the Federal Oil Conservation Board for several years.
after it was created was Charles W. Waterman, brilliant lawyer, of Denver,
Colo. Waterman was elected to the Senate in 1927. He died this summer.
He was one of my dearest friends. All the time lie was in the Senate I acted
as his personal and confidential secretary. When I had oil board matters
in hand, I would each day journey to the Capitol and care for his work,.
writing his personal and political letters, preparing his speeches and state-
ments, whipping into shape reports on bills referred to him for action,
mapping office routine for the girls to follow, and so forth. I was not on the
Senate pay roll, for unfortunately one cannot draw two salaries from the
Government, but I did lighten the burdens for my friend, And in thisw
instance, too, may I repeat again, I never slipped a cog.

What I am driving at now is that I would like to do the same thing for
McAdoo-not for pay, because he has been kind to me and because he is,
your friend. I know the Capitol game intimately and McAdoo must have
someone to do the very things I know how to (10. I have signed the names
of Cabinet officers and Senators, and the man does not live who has regretted
the trust placed in me. I will gladly, with a word from McAdoo, have his.
office at the Capitol in such shape when he arrives March 1 that he will
think he has been a Senator for years. All he will have to do is push a
button for a stenographer, and she will be on the job with stationery bearing-
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the name of "Senator McAdoo," and so forth, and the new Senator will have
before him his appointments for the day listed by the minute. I can save
him a lot of money at the Capitol.

The last thought I want to leave with you Is this: Roosevelt promises to be
a distinctive and precedent-shattering President. I would like to see him
recreate the Committee on Public Information, with headquarters in the White
House and with you at the helm, provided you can escape any one of a half
dozen offices he would be fortunate in having you accept. The semiweekly
press conferences the President must endure constitute a nuisance and a strain
on any President. They are frequented by a galaxy of newspaper men who
rarely use anything coming out of the conference, but attend out of curiosity
and as a means of killing time and loafing. Mr. Roosevelt should not be
obliged to put up with this farcical situation. In recreating the Committee on
Public Information lie could announce that he was consecrating the Democratic
Party anew to the principles of pitiless publicity; that he means to let the
American people know frankly, lionistly, and openly what is being done, and
why it is being done; that he does not propose to shroud any of his activities
or views or policies, but rather is determined that the American public shall
be in a position to Judge for itself the wisdom or unwisdom of every move he
makes in its behalf. Such a policy would have a resounding effect over the
world, and with you as his spokesman, he would have a proven man, able, sound,
and safe-one as fearless and courageous as himself. I would do away with
the petty group of so-called secretaries and make the White House a virile and
open Institution that at the very start would command the respect and confl.
dence of the country-and of business.

Only to my friends do I apologize. Of you I ask forgiveness for this long
letter.

With kind personal regards, I am.
Faithfully yours,

E. S. R.

Senator McAoo. I knew nothing about the Rochester letter until
-during the governors' oil conference in Washington last April.
When I learned about it, I showed a copy to the President and
also caused a copy to be shown to the Secretary of the Interior. I
understand that the Federal Oil Conservation Board was abolished
by order of the President a day or two following.

I knew Mr. Rochester in 1918, when he was editor of The Wash-
inaton Post, which paper rendered fine service in supporting the
Liberty Loans. It is needless to say that he did not organize my
office as Senator, a desire to do which is indicated in this letter.

The CHAIRMAN. The next witness will be Mr. T. S. Hogan, repre-
senting Gov. F. H. Cooney, of Montana.

STATEMENT OP T. . HOGAN, REPRESENTING GOV. P. H. COONEY,
OP MONTANA

Mr. HOGAN. Mr. Chairman and gentlemen of the committee: In
the brief time which you can allot to any witness it is impossible
to do more than very inadequately sketch a few of the most essen.
tial facts which must be considered in arriving at an intelligent
decision on the proposed legislation which is before this committee.

Certainly this is no time for heat, fever, suspicion or unfairness
and above all it is no time or place for a misstatement of alleged
facts or a willful misinterpretation of any of the existing facts.

At the governors' conference held 2 months ago I vigorously
urged the adoption of legislation in line with the general provisions
of the bill now before you.

Failure to act at that time has cost the oil industry over $1,000,000
per day, financially ruined several hundred small operators and
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royalty owners, put an added burden of several million dollars on
the Reconstruction Finance Corporation in protecting the financial
institutions of the oil-producing States and added to the number of
men in the broad lines in those areas in the several States where pro.
duction from stripper wells is the principal local industry.

Whether or not that deplorable condition will be remedied or
aggravated hinges entirely on the decision which you gentlemen
of this committee will make. In order to undertake to present the
situation in the briefest and simplest form I submit the following
summary of facts :

The pv oducing oil wells in the United States have a combined ca-
pacity to produce many times as much oil per day as the market
can consume,

Five great oil pools--east Texas, Yates, Kettleinan Hills, Conror
and Hobbs--4 of which are in Texas, 1 in California and 1 in New
Mexico, if permitted to produce without restriction from their flow-
ing wells will destroy and render utterly valueless every stripper well
field and nearly all of the other fields of the country. Included
in the areas unable to compete is all of the country east of the
Mississippi with some 190,000 wells where combined production
averages about 108,000 barrels per day.

There is no power either in the States that would be adversely
affected or in all of the oil operators of such States to protect them.
selves against this ruinous competition.

In spiFe of the great temporary capacity of flowing wells the
total supply of oil reserves in every known field in the United States
is only somewhere between twelve and fifteen billion barrels. With
restored prosperity that supply would b exhausted in 12 years.

About $12,000,000,000 are invested in the oil business directly and
about $80,000,000,000 in oil.powered vehicles and other machinery.
No rapid change can be made from oil products to other power for
these machines.
. Attempted control by interstate agreement is a demonstrated

and continuing failure. The necessary authority for effective con.
trol is entirely lacking.

Divorcement of pipe lines will be of little help to the small pro-
ducers and in those areas where the major portion of the oil in the
pools has already been withdrawn it will be a very great disad-
vantage. There are many pipe lines costing millions of dollars
which the present owners would like to dispose of but the new pur-
chaser, if any, would require a higher carrying charge to justify
the investment. Rigid governmental supervision of pipe-line
charges will be very helpful to independent producers.

Senator GOE. Do you think they could be made as effective as
the divorcement of the pipe lines, regulating rates?

Mr. HoGAN. I think it could be made fully as effective. I think
that after the divorcement you will hqve exactly the condition you
started with. Somebody must own it. If you talk about Govern-
ment ownership of them, that might be different, but to transfer
it to some other private owners, you have the same situation. Inci-
dentally, in that connection, I have in mind the area in which I live
in west Texas. It is a large area. At one time it produced one
seventh of the oil of the United States. At the time those great
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pipe lines were built in there on an average length of about 610
miles. I assume that 75 percent of the oil which those lines built
to serve has been withdrawn. If those lines are sold to some com.
pany at this time, they will have to try to make that 25 percent of
remaining oil pay for the carrying,. and it would have to pay a
greater charge than we have now, which is 32 cents a barrel for an
average of 10 miles to the Gulf.

Senator GoRE. Thirty-two cents is the pipe-line charge I
Mr. HOGAN. Yes. I have here'a map of all the oil-carrying pipe

lines in the country.
Senator CONNALLY. You mean the charge is 32 cents a barrel to

transport the oil?
Mr. HOGAN. Thirty-two and a half cents per barrel from Midland,

Tex., to the Gulf.
Senator GoRu. What is the price of oil in east Texas.
Mr. HOGAN. Twenty cents.
Senator GORE. Twenty cents.
Senator CONNALLY. How can you pay a pipe-line charge of 32/2,

cents out of that 20 cents?
Mr. HOGAN. The 20 cents is at the well, Senator. The price paid

at the well in east Texas is 20 cents a barrel, which incidentally is the
producer's price.

Senator oR& The pipe-line charge is 150 percent of the price of
the oil itself?

Mr. HOGAN. Yes, sir. I am here to make no defense of any of the
major oil companies or of abuses which have manifestly occurred in
the pipe-line industry, but I am talking about the practical fact of
how we can really benefit tle independents. I might say, gentlemen
of this committee, that it is my personal opinion, for whatever it is
worth, that the independents tried very diligently to destroy them.
selves. I have no fault at all to find iith what they aim to accom.
plish, but I have a great deal of fault to find with their strategy.

Senator GonE. They showed a great deal of efficiency, did they not I
Mr. HOGAN. Well, I think so.
Under existing conditions even a complete embargo on foreign oils

would only be a minor factor in the adjustment of -the oil industry.
Imports must be limited, but nothing is gained by magnifying the
effects of imports beyond what the facts warrant.

That provision of the proposed law which permits imports under
bond is apparently misunderstood. Its purpose is to aid American
labor, refffieries, and machinery makers by encouraging the use of
existing refineries, or construction of others in this country rather
than the building of refineries in Venezuela or Europe to refine a
product which is not intended for sale in-American markets. To
oppose refining under bond is to encourage the building of foreign
plants that will later add to the competition with our refiners for
foreign markets.

Authority to fix a fair price is the most important requirement
for effective conservation of the Nation's oil resources. The prac-
tical and unalterable fact must be faced and that is that without
authority in the Federal Government to fix such a price at least
225,000 oil wells must be permanently abandoned. They cannot sur-
vive the unrestricted competition of the great flush fields.
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There is no agency outside of the Federal Government which can
be legally or safely empowered to allocate to the several oil-produc-
ing States their equitable share of the amount of oil which should
beproduced under all the existing circumstances.

I wish to begin a brief discussion of this subject with the state-
rment that I believe this general industry bill now before you the mod
ittaportant, far-reaching, and necessary legislation ever proposed in
an American Congress. The oil business is not alone in requiring
the planned supervision of the National Government to lead it out
of confusion, chaos, and disaster. Whatever gains, real or apparent,
have been made in the past month, in my opinion, will be promptly
wiped out unless the legislation already adopted is supplemented by
this proposed authority in the Government to aid industr in reor-
ganizing itself on a basis suitable to its own stability and atthe same
time conforming to modern conditions of social and economic jus.
twice which affect the whole people.

The proposed title IV on oil is necessary in order to cover those
conditions which exist only in the oil business as suggested in the
preceding summary of facts.

I ask the indulgence of those Senators from oil States, and those
others equally familiar with the oil business, for mentioning some
elementary facts for the information of those who have had no
occasion to inform themselves on practices and terminology of the
oil business. Some confusion may arise from a difference of inter.
pretation of the terms used by the several witnesses unless we all
have the same meaning in mind. Unless otherwise expressly quali.
fled when we speak of well potential we mean the amount of oil
which a well can produce when permitted to flow its full capacity
for a period of 24 hours. The potential of an oil field is the number
of barrels per day which all of the wells of that field can produce
when all are permitted to flow to full capacity at the same time.
Unless all the wells are open at the same time, field potential may be
.a very unreliable computation. When the term potentiall 1'1i
applied in fields where the wells require pumping the capacity of
well or field on pump is what is meant.

Allocation is the apportionment between the several States of the
total daily allowable number of barrels produced in the whole Na-
tion. Allocation within a State is the division among its several
pools of the amount allotted the State as a whole.

By ultimate recovery we mean the amount of oil which a field
will produce before it is finally exhausted or abandoned because of
insufficient oil to justify further operation. When used in the past
tense it means the amount of oil produced from old fields before
their abandonment.

There is a marked difference between the amount of oil in an oil
field and the ultimate recovery of that field as only from 15 percent
to 40 percent of the oil content of a field can be recovered y any
practical process.

The average oil production of the United States for the 6 years
ending January 1, 1988, was 890,000,000 barrels per year or 2,428,000
barrels per day. During that 6 years the amount of oil in storage
increased somewhat in spite of a reduction last year of 43,000,000
barrels and about 70,000,000 barrels in 1981.
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During that same period our exports of crude oil and refined prod-.
ucts exceeded our imports.

There has been a shrinkage of not less than 8 percent in the
domestic consumption of crude oil due to the depression. Deduct.
ing this 8 percent from the 2,428,000 barrels we have left a daily
requirement of 2,284,000 barrels per day.

The amount of oil in storage is roughly 590,000,000 barrels. That
would supply the Nation for 9 months. The existence of so large
a stock in storage is a constant menace to the stability of the price
structure, and it would be desirable if that supply could be reduced
at the rate of 100,000 barrels per day or 86,500,000 barrels per year..

This would leave 2,184,000 barrels per day which the r. irket
could now absorb; this amount will be greatly increased when this
general industry bill goes into effect and the millions now idle are
again able to own and operate automobiles. However, it is well
for everyone in the oil industry to realize that under no circum-
stances can the market absorb the full output of the wells. Op-
ponents of this measure have made statements before this com-
mittee that you gentlemen from oil-producing States will find
difficult to reconcile with facts that are within your personal knowl-
edge. Not the least amazing of these was the statement that the
oil business is the most prosperous in America. I think I know
personally a thousand formerly prosperous oil men who haven't
been able to eat regularly for the past 2 years.

If it is true that east Texas has a potential, as has been stated
here, of over 100,000,000 barrels per day that would seem to ii.di-
cate that it would produce more than 40 times the Nation's require-
ments.

If one group controlling a minority percentage of the field can,.
as has been claimed, produce ',,000,000 barrels per day, they alone
can produce three times the amount of oil which the Nation can
consume. No stronger argument demonstrating the need of Federal.
supervision could be made.

It is only fair to this committee, however, to say that the potential
recently taken by the railroad commission of the east Texas field, and
which showed a total potential of 123,360,000 barrels per day does.
not show the true potential of that field. There is not apetroleum
engineer or an experienced oil man in the world who would seriously
claim that that wonderful field could produce anything like that
amount even for 1 full day.

In making that test the highest number of wells opened to flow
at any one time was 53 out of 10,000 wells in the field. The time
of the test was only 2 hours. All the wells in the field, had been
closed for several days before the test was made.

But after all allowances are made it,'lS ery evident that this one
field can produce for some time more oil than the whole Nation
can use. If permitted to do that it will break every independent
operator in America including these gentlemen who so vociferously
protest against interference with their inalienable. right of self
destruction.

In addition to the financial disaster which this policy would en-
tail the effect on the field itself would be almost equally disastrous.
Time forbids an analysis of the physical waste involved in. the unb
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restrained production of this field but an illustration of what hap
pened in the Winkler field in west Texas may be enlightening to
the committee.

That field was brought into production in 1927 before there was
any proration, either voluntary or mandatory, and at one time it
reached a peak production of 867,000 barrels per day. Like in east
Texas the wells came in with a high potential flow, the largest being
about 60,00 barrels per day. The only restraint on production was the
ability to find an outlet by train or pipe line or the building of
storage.

Consequently every producer tried to produce the greatest pos.
sible amount of oil in the shortest length of time. Within 2 years
after that field had reached its maximum of 867,000 barrels per day
it was producing only 40,000 barrels of oil and over 1,000,000 barrels
of water which had to be disposed of at considerable expense.

That great field has produced to date over 160,000 000 barrels of
oil, but it is estimated that 75,000,000 barrels of oil were perma-
nently lost through the hasty and reckless manner of production
which brought the water into the pay horizon and dissipated the
oil.

In east Texas the water which underlies the oil in the west part
of the field is highly saline, and it is estimated that it will cost some
$18,000,000 to pipe it to the Gulf of Mexico as it cannot be per.
mitted to flow into fresh water streams. Whether much or little
of this water will come to the surface with the oil will depend
entirely on the manner in which the oil is produced. In many of
the wells only a few feet of oil-saturated sands lie above this water
level and a rapid flow of such wells will bring the water into these
wells in advance of the full drainage of the oil from the sands.
The present rate of production in that field is certain to result in
great physical waste and financial loss.

Everyone who has a Nation-wide knowledge of the oil fields is
reluctantly compelled to admit that there is no prospect of relief
from overproduction within the next 4 years. The great Conroe
field, accessible to tidewater, is ready to produce its flood of oil
whenever east Texas subsides. Covering at least 12,000 acres and
with a much thicker pay zone than east Texas it could wreck the
stripper-well areas just as effectively as east Texas.

Kettleman Hills, in California, with relatively few wells drilled,
has an actual potential in excess of 800,000 barrels per day. This
potential can be maintained over a long period of years as the pay
sands are a thousand feet thick, as compared with from I foot to
100 feet of pay in east Texas. On the other hand, the producing
area is only one tenth as great.

Yates field, which is only one sixth drilled on the basis of I well
to each 10 acres, has a potential in excess of 4,000,000 barrels per
day. It has been intelligently prorated from the beginning but
owners of leases and royalties in that field have been heavily
penalized by the violators of State laws and regulations in other
fields.

Hobbs field, like Yates, has been prorated from the start, and its
lease owners and royalty owners have been financially ruined through
the unfair competition of other fields. These fields are typical of
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many others where the only reward for obedience to the law and
fair practices is a ruinous price brought about by the lawless, or
at least reckless, production of other fields.

But as great as is the potential of these fields it must not be over.
looked that from the standpoint of the life of a Nation our oil
supply is very limited. These modern days in our mental gym.
nastics, we are likely to overlook how tremendous a sum 1 billion is.

Since oil was discovered 74 years ago this Nation has only pro.
duced 16,000,000,000 barrels. The greatest record of production of
any oil field in North America is that of Midway-Sunset field in
California, and it took it 29 years to produce from 40,000 acres two
thirds of a billion barrels. The 38 greatest fields in the United
States have produced less than 7,000,000,000 barrels.

Pennsylvania Ohio, New York West Virginia, Michigan, Indiana,
Kentucky, and illinois have produced from the beginning less than
2 years' supply for the United States.

akin one trip every day it would take a railroad train consist.
ing of 100 tank cars carrying 250 barrels each 109 years, 7 months,
and 5 days to move 1,000600,000 barrels of oil.

In that year of superlatives, 1929, this country produced 1,700,.
000,000 barrels.

It takes an exceptionally good field to produce 100,000,000 barrels.
It would totally exhaust more than eight such fields to supply this
Nation for 1 year.

When we consider the problems with which this country would
be confronted if its oil reserves were depleted, we must admit that
the National Government has a primary interest in the oil business.

The individual as a citizen, the State as a unit of the Nation, must
concede the paramount interest of the people as a whole in these oil
reserves.

Senator McADoo. I would like to ask, Mr. Hogan, whom do you
represent here I

Mr. HOGAN. The Governor of the State of Montana.
Senator MbADoo. Have you his credentials and instructions with

you?
Mr. HOGAN. No, I have not them with me; but I can furnish them.
Senator MCADoo. Will you please file them with the committeeI
Mr. HOGAN. Yes. I have letters and telegrams-.
Senator McApoo. I would like to have your credentials put in the

record. In addition to that, I would like to ask, do you represent
any of these ma 'or oil companiesI

Mr. HOGAN. None whatever. I have no interest in them.
Senator McADo. Do you represent any independent companies?
Mr. HOGAN. None whatever, except my own, and I am not asso.

ciated with any independent organization.
Senator MoAnoo. What is your company?
Mr. HOGAN. The Tex!s & Eastern Investment Co., and it has a

royalty interest in west Texas, particularly in the Yates pool, where
there are 19 wells. The royalty interests that I have there have a
potential of 230,000 barrels per day and produce about 1,600.

Senator McADoo. You are not an oil producer then?
Mr. HOGAN. Yes; in a way I am. I -have oil production in Mon-

tana, in the Sunburst field.
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Senator MoAnco. How much is that producing?
Mr. HoGAN. Well,. it is not producing a good deal. The Conti-

nental Oil Co. is doing the operating. I have one of those unfor-
tunate 50-50 agreements.

Senator MOADoO. The Texas & Eastern Investment Co. to which
you referred, certainly has an interest in some production in the
Yates field?

Mr. HoGAN. Yes; it has other royalty interests, and I have inter-
ests in the royalty in other fields. Certainly, I might say that I have
drilled wells from 8 miles from the Canadian border down to 300
miles into Mexico. I have operated in various States of the Union.
I started in business some 33 years ago, and I think myself com-
petent to speak, especially on the question of the oil reserves of this
country.

Senator GoRE. I would like to ask one question with regard to the
theory of this bill. No matter who the dictator may be, and we will
assume the best possible choice will be made-

Mr. HOGAN. Yes.
Senator GoPE. The dictator will not know as much about the oil

business, or not any more, than the men who have devoted themselves
to the business, with their accumulated experience and information.
That is true, isn't it ?

Mr. HOGAN. That is very true.
Senator GoRE. The dictator, no matter who lie may be, will not

have as much interest, or no more interest, in the success of the
industry, than the men who have invested 12 billions of capital in
the business--that is true?

Mr. HOGAN. Yes Senator.
Senator GoRn. The theory of this legislation is that the dictator

then, with less interest and less knowledge of the business, invested
with certain power, can require those engaged in the industry to do
certain things the industry will not do voluntarily that will guaran-
tee and assure the greatest success of the oil industry as a whole.
That is true?

Mr. HoGAN. Senator, I would modify that by saying he can do
things that he can not now do under existing law, that they can
not lawfully get together and agree on, for instance. They cannot
get together and agree that Texas should have 800,000 barrels per
day, Cilifornia 400,000-

Senator GORE. That is through lack of cooperation.
Mr. HoGAN. There is lack of equality, as well as cooperation.
Senator GoRE. Now, then, have you considered, and are you con.

vinced that the Federal Government can create a dictator and vest
him with the necessary authority to bring about the things that
the industry and the States have not been able, or have been unwilling
to do?

Mr. HooAN. I think, Senator, that 24 hours after this legislation
is passed, if passed, every proponent and exponent of the measure
here before this body will agree to a reasonable proration and
handling of the oil, and be glad to do it.

Senator GonE. Don't you think its success would really depend
on voluntary action ana cooperation, and that if the powers are
ever tested, it will fail?

176260-88-15
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Mr. HOGAN. If the powers were tested, they would failV
Senator GORE. Yes.
Mr. Hoo.N. No, I think not. I don't think they would fail in

any court at all. On that I may be wrong, but I am very firmly of
theopinion that the law will be sustained.

Senator McAoo. That is merely conjecture, and it is also a mere
conjecture to say that you think everybody would come up to the
Commission and come to an agreement if the law was passed.

Mr. HoGAN. I cannot understand any man, independent oil pro.
ducer, for instance, who would prefer to sell his oil at 25 cents a
barrel in preference to a dollar.

Senator MoAoo. How can you guarantee that the price will
reach a dollar if this law is passed?

Mr. HOGAIN. I haven't any doubt whatever about it.
Senator McAvoo. That is just conjecture, as I said before.
The CHAIRMAN. Thank you very much.
Mr. HOGAN. It is not a question" of conjecture.
Mr. KECK. Mr. Chairman, I would like to yield my time to Mr.

J. Edward Jones of New York.
The CHAIRMAN. Very well. Mr. Jones, you have 10 minutes.

STATEMENT OF 7. EDWARD I0NES

Mr. JoNEs. The petroleum industry is such a vital element of our
industrial structure that appraisal of its economics is absolutely
essential when such a profound task as its artificial regulation is
being considered. The commercial activity of all lines of major
industries is so dependent upon the utilization of petroleum products
that any tampering with the supply or with the price of such, other
than to provide for the free functioning of economic laws and to en-
force our present statutes relating to unfair and discriminatory trade
practices, is certain to affect adversely not only the industry itself
but also, indeed, our entire industrial order. Even our social life
must feel the influence of basic disruptions in our third largest in-
dustry. It is, of course, unnecessary to emphasize, before this hon-
orable -body, the obvious fact that the matters under examination
here are of the greatest importance.

An emergency within the industry is claimed and the task of cop.
ing with that emergency is assumed as a matter of. duty. But, at
the very outset, we should be fully acquainted with the nature of the
alleged emergency else effort be misdirected and our assumptions be
based upon false premise. What is the emergency within the petro-
leum industry You have been told that it is one of "overproduc-
tion." I tell you that it is not. Men who are not informed regard-
ing the industry have given you misinformnatioib concerning its
problems. I shall give you facts and an analysis of true conditions
in brushing awa the myth of "overproduction ", in revealing the
falsity of the claims which have been presented to frighten this
Government into foolish action, and in presenting before you the
real issues of the petroleum industry.

According to official statistics of the United States Bureau of
Mines the elements of petroleum supply and demand have been in
favorable balance for the 5 years prior to January 1 of this year.
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This country has produced for that period but 4,677.874,000 barrels
of crude oil in face of a total demand for all oils of 5,105,913,000
barrels. Since 1927, the States themselves have no regulated domes.
tic production that underproduction constantly has resulted, leading
a deficiency in domestic supply of crude oil of 68.782,000 barrels for
1928, 40,554.000 barrels for 1*29. 129,018,000 barrels for 1930, 131,.
076,000 barrels for 1931, and 118,009,000 barrels for 1932.

During this period, some few weeks only recorded a temporary
excess of daily supply of crude oil, but such recordations have been
inconsequential in affecting the general situation. Since January 1
of this year. according to latest available statistics for the period
ending "March 81 domestic production has amounted to 208,790,000
barrels while total demand has equalled 217,102,000 barrels, leaving
a deficiency in domestic supply of 8,312,000 barrels, or an average
of 92,850 barrels daily. Such, gentlemen, is not representative of
overproduction. The little flurry created by the small addition of
domestic oil to stocks for March this year-incldetally, the flist
since March 1929-is relatively of very small importance, repre.
seating only 95.000 barrels daily and, when analyzed, found to be
of flush production character and, therefore, of necessity, soon to be
diminished and forgotten.

The question naturally arises at this point as to whether, had
we not curtailed our domestic production and satisfied total demand
by imports and by withdrawals from stock built up from imports,
the "potential" would not have flooded the markets. Analysis
however, shows that since the inventory value of the "potential "
for the years and months above referred to (661,925,000 barrels
as determined by the "Pogue" method) barely exceeded the defi-
ciency n domestic supply (490,351 000 barrels), obviously no "po.
tential" of any consequence would exist today had the deficiency
been met by production from the wells.

The need for an issue, however, apparently is so serious, that
some of those whose interest would be well served by a Federal
control of the production of oil, along with our misguided friends
who just simply don't know, have seized upon the present situation
as excellent material for use in forcing governmental interference.
These persons would put the Governnment in the business of allo-
cating demand and of regulating the production of oil, but the
reasons advanced to induce sucl action do not apply as sound argu-
ment from an economic point of view nor from the standpoint of
good public policy. Production already is regulated to a point
on the average, considerably below the total demand and the real
reason for Fede'ral control is to bring about a further restriction
of the domestic producer to a poitit where an even greater vwlumi
of business can be taken from him, Io troops if necessary, and handed
to the monopoly in oil. Intelligent public opinion will not tolerate
for long the discrimination which must result from such muddled
handling of our affairs.

It is easy to determine which organizations of the industry bteime-
fit from excessive curtailment of domestic production and why those
organizations sponsor program which advocate or recommend even
further reductions in domestic output. The vast volume withheld
by proration from the domestic producer of crude oil and turned
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over to a few large organizations having imports or stocks built
up by displacement of domestic oil through imports, constitute an
extremely valuable volume of business. This volume properly may
be termed the prize over which rages the fundamental struggle in
the industry.

The proposals put forward by those who sponsor Federal control
curiously do not advocate an allowable production equal to consump.
tion requirements but, in fact, invariably advocate an enforced cur-
tailment of production considerably below requirements. Such a
program discriminates against the domestic producer by not even
giving him the right to compete for the business which is represented
by our total demand. These sponsors, for some reason, desire a sub.
stantial portion of demand to be reserved and protected by bayonets,
if you please, for the exclusive benefit of a monopoly in oil which,
by'way of comparison for its influence upon government, makes the
reeent revelations in bunking sink into insignificance. .

Now the volume of petroleum trade represented by the margin
existing between the consumption requirements and the 2,000,000
barrels daily to which the Federal control prorationists would curtail
us represents business that would spell prosperity for quite a number
of our American citizens. It can well be illustrated by concrete
example. During last year (one of severe depression and restricted
industrial activity), for instance total demand for petroleum
amounted to 2 559,000 barrels daify. Demand for Marc of this
year was 2.431,600 barrels daily. A conservative estimate will place
demand for the next 12 months at a minimuni average of 2,500,000barrels dail.If, bnder Federal control, the 2,000,000-barrel program be adopted,

therefore we will, under such conditions, witness the handing over
of 500,000 barrels daily, or 182,500,000 barrels for the year, of busi-
ness to whoever remains to supply the 500,000 barrels daily require.
ments above the production restrictions which prorationists would
impose upon the producer in the fields. Based upon prices for crude
oil which are believed to be representative of a conservative esti-
mate, this average will have a market value of approximately $175,.
000,000, representing the business volume to be taken away from
the American producer of crude oil and to be delivered to the mo-
nopol*stic organizations which are in a position to supply such busi-
ness from sources other than American oil wells. This $175,000,000
worth of business per year, therefore, is representative of the eost
of proration to the production branch of the American petroleum
industry. For the 3 years prior to January 1. this year, it cost the
American producer a volume of business equal to 25b 000,000 barrels
which was actually worth on the market at that time 1239,000,000.

Although, despite the representations to the contrary, we have
no serious problem of "overproduction" within the industry, never-
theless some reason must exist for the demoralized stated which con-
fronts us. The real reason lies in the issue of monopoly with its
stranglehold on the rate of production through governmental con-
trol and with its power, abundantly exercised in violation of Federal
statute, for price-fixing tactics. The ultimate purpose, of course, is
the elimination of independent competition. Of special assistance in
controlling these agencies is the dominance and control by the mo-
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nopolistic elements of th a industry's pipe-line transportation facili-
ties. The importance of this factor can be realized only by a com.
prehensive knowledge of the structure of the industry and of its
economics. A brief resume of the economic history of the industry,
therefore, should be in point here.

The industry is singular in name only. In reality it consists of
two basic industries, (1) the production diversion, a mining industry,
and (2) the refining division, a manufacturing industry. This
broad economic division is distinct in that the operator in the min-
ing division is concerned with selling at as high price as possible,
the very product which the operator in the manufacturing division
is desirous of purchasing at as low price as possible. For this rea-
son the problems of one division cannot possible be the problems
of the other. This basic difference makes most difficult any blanket
remedy for the industry as a whole.

The economic nature of the industry is further peculiarly com-
plicated through its division into the four branches of production,
transportation, refining, and marketing, all of which constitute one
economic entity but which represent several different activities each
having little in common with the other. Bearing in mind the dis-
tinct two-fold basic division of the industry and the diametric dif-
ferences inherent to that division, it can be realized that control of
any link which binds them and upon which each depends would
constitute control of the two divisions or of the entire industry.
This link is represented by the transportation facilities of the
industry which, in the beginning, were in the form of railroad
transportation but which, long since, has given way to modern
pipe-line systems and tanker facilities.

rhe product of the mining division, crude oil, is the raw product
of the manufacturing division, which, through distillation processes,
changes the raw product into the various refined products. Ob-
viously, the producer of crude oil is dependent upon the refiner for
the sale of his product. As a practical matter, oil wells rarely exist
in regions of heaviest demand for refined products at which points
refineries are generally located. Both producer and refiner are, of
course, vitally dependent upon some means of transporting the
crude oil from the wells to the refinery. The ownership and control
of transportation facilities, therefore, constitute a means of dom-
inating the entire industry. If the producers own or control all
the transportation facilities they can deliver to such refineries only
as they desire to serve and can name the price for the product trans-
ported. Conversely, if the refineries own or control transportation
they can, by such means, influence price through favoring ivith ade-
quate service or through discriminating against certain shippers.
Tius, control of transportation facilities can be utilized to elim-
inate competition and to establish monopoly.

The importance of such control early was recognized by Mr. John
D. Rockefeller, when in 1862 he laid the foundations for the Stand-
ard Oil monopoly. His first activities were in the refining branch
of the industry and he set about to gain control of key refineries
through forcing competitors, by one means or another into his
group. One of the most effective influences at his hanA was the
control he wielded over his competitors through secret rebates and
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soreoments which he obtained from the railroads, which, at that
time, constituted the principal facilities for transporting crude oil
from the wells to the refineries.

Under such handicaps independent refiners could not, of course,
successfully compete with the Rockefeller companies and the more
aggressive of them began to develop new means of cheap transporta.
ties which would allow them to compete with Rockefeller. Conse.
quently, the pipe-line means of transporting crude oil was developed
by the independents, and, although the first lines were laid in 1805,
it was not until 1879 that a line was completed from the oil regions-
Rixford, Pa.-to the Atlantic seaboard where the principal Rocke-
feller refineries were located. Prior to the completion of this line
Rockefeller did everything in hib power to discourage the building
of pipe lines well realizing that this new means of transportation
would place his companies, even with their unscrupulous rebate ar-
rangements, at a disadvantage. When at last the pipe lines were an
assured success, however, the Standard Oil interests immediately
began to acquire control of these facilities. A brief struggle against
the pipe lines resulted in 1883 in a practical surrender of the 'Tide
Water Oil Co. to the Standard Oil Co. By that time the tran5sort-
ing of crude oil to the Atlantic seaboard by rail was almost a thing
of the past, and just as the Standard Oil Co. had dominated the
railroads prior to 1883 it now entered upon its domination of the
pipe lines. Concerning the purposes of the Standard Oil Co. in
dominating the transporting facilities the Bureau of Corporations
said 1:

It has been shown that the surrender of the Tide Water Oil Co. to the
Standard Oil Co. was almost instantly followed by a sharp advance In railroad
rates on crude oil to seaboard. There can be little doubt that these rates were
advanced and were long maintained at the instances of the Standard Oil Co.,
with a view to keeping Its competitors from establishing refineries at tidewater.

At the present time, ownership and control of the transportation
facilities of the petroleum industry is in the hands of a comparatively
few large organizations still dominated by the Standard Oil (Rocke-
feller) interests. A very recent Government report says: 2

The ownership or crude-oil pipe lines rests largely, and that of gasoline pipe
lines wholly, with large or medium-sized Integrated units of the oil industry.
There is a further concentration of the larger part of the pipe lines In the
hands of a relatively few of su'h Integrated units. * * * With concentra-
tion of ownership generally goes concentration of use. Though there are Im-
portutut exceptions, the "outside" use of pipe lines, particularly trunk lines,
is commonly limited in volume and confined to a few shippers, generally mom.
bears of other Integrated oil groups. Furthermore, approximately half of the
trunk lines report no use of their facilities by outside shippers. This condition
may result from the fact that such lines do not hold themselves n common
carriers and have not been made amenable to regulation Intended to give them
a common-carrier status: In other Instances tariffs are filed but conditions are
such that no outside oil is offered.

While there is a high degree of concentration of the ownership of pipe lines
and of refining facilities, the production of crude petroleum is in thousands of
hands, though here again a relatively small number of companies account for
a large share of the output.

I Bureau of Corporations report on the transportation of petroleum, p. 89, Government
Printing Office, WAshington, D.C.. May 2, 1000.

_H.Rept. No. 2102. Report on pipe lines V * pt. I, pp. LXXVI-LXXVII,
Government Printing O0ice, Washington, D.C., 1938.
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It is these independent refiners that must rely on the transporta-
tion facilities controlled by their competitors who are the very
refiners so desirous of procuring crude oil at the lowest possible
price. Under those circumstances, what chance, in competition, has
the individual producer and refiner? If the producer be forced to
curtail and the supply of the independent refiner be cut off by a
policy of "conservation" that is nothing more than enforced re-
striction, his unfortunate position is made doubly difficult.

The fact that the integrated company owning pipe lines may even
refuse to transport the oil or it may transport it at a profit in its
favor, places independent refiners and producers at a disadvantage.
Complete divorcement of the transportation facilities from com-
panies interested directly or indirectly in producing, processing or
the marketing of the product transported is an effective ineans of
placing all operators upon an equal competitive basis; of enabling
prices to result purely from the effects of relationship between sup-
ply and demand; of preventing monopoly; and thereby bringing
stabilization to the industry and providing for the true conservation
of oil.

The President of the United States just recently has recommended
the divorcement of pipe lines from other branches of the industry
and any study of the petroleum situation impels the conclusion that
such a ste) by Congress would be the most constructive measure
possible for that body to take. It is si nifleant to note, also, the fact
that in his letter to the governors of tfie oil-producing States dated
April 3, last, the President, in addition to making this recommenda-
tion, placed himself squarely on record as opposing even the sug-
gestion to the States of Federal control of the production of crude
oil. Of greater significance, however, and to a strange degree, is
the fact that Secretary Ickes, of the Interior Department, in his
statement before your honorable selves, certainly did not stress the
pipe-line matter ani, indeed, seemed even to desire to minimize it
ab of not much importance at this time. He also avoi4led strong
reference to the President's position against Federal control which
he,. Secretary Ickes, ardently advocated- before you.

Such a stated position on the part of the President no doubt comes
from a clear conception on his part of the constitutional limitations
upon Federal control of production within States and should calm
the fears many are known to harbor that some form of Federal
regulation of the productive processes of the pertoleuin industry
may result.

In connection with the general subject of Federal control, it is
significant to note both the change of attitude on the part of the
major organizations sponsoring it today from that of a few years
ago and, also, the argument previously advanced against the pro-
posal by none other than the Hon. Charles Evans Hughes, as counsel
for the American Petroleun Institute, in his address before the
Federal Oil Conservation Board at a public hearing in Washington
on May 27. 1920. In argument by Justice Hughes (now Chief
Justice of the United States Supreme Court), the American Petro-
leum institute then opposed. as unconstitutional, proposals for Fed-
eral regulation not only of the production of crude oil, but also,
indeed, of unit operation of oil pools.
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The subject of Federal control of oil production was covered by
Justice Hughes as follows:$

Petroleum lies beneath the surface of the earth. The territory now under
consideration is a part of the domain of the State over which the State has
sovereign Jurisdiction and control except as the State power is limited by
the Federal Constitution. Production is not commerce and the production
of petroleum within a State is not interstate commerce. The case of petroleum
in this respect appears to be the same as that of coal. As to coal, the Supreme
Court in the United States, by Chief Justice Taft, said upon this point in
United Mine Worlers of Amerka v. Coronado Coal Co. (259 U.S. 407, 408) :

"Coal mining is not Interstate commerce, and the power of Congress does
not extend to its regulation as such." In Hammer v. Dagenhart (247 U.S.
251, 272) we said: "The making of goods and the mining of coal are not com-
merce, nor does the fact that these things are to be afterward shipped or used
in Interstate commerce make their production a part thereof." Delaware, L. 4
W. R. Co. v. Yukonts (238 U.S. 439). Obstruction to coal mining is not a
direct obstruction to interstate commerce in coil, although it, of course, ay
effect it by reducing the amount of coal to be carried in that commerce.

Again, it was said by the Supreme Court of the United States in Olltver
Iron Mining Go. v. Lord (202 U.S. 171. 178) :

"Mining is not interstate commerce, but like manufacturing is a local busi.
ness, subject to lqcal regulation and taxation." Kidd v. Pearson (128 U.S. 1,
20); Capital City Dairy Co. v. Ohio (U.S. 439, 444); Hammer v. Dagenhart
(247 U.S. 251, 272); United Mine Workers v. Coronado Coal Co. (259 U.S. 844,
410). Its character in this regard is intrinsic, is not effected by the intended
use or disposal of the product, is not controlled by contractual engagements, and
persists even though the business be conducted in close connection with inter-
state commerce. Cornell v. Coyne (192 U.S. 418); Browning v. Waycross
(283 U.S. 16, 22) ; Delaware, L. 4 W. R. Co. v. Yurkonia (238 U.S. 439, 444);
general R. Signal Co. v. Virginia (240 U.S. 5W) ; Hammer v. Dagcnhart (247
U.S. 251, 272); ArkadelphI a Mill Co. v. St. Louis 8outhweitern R. Co. (249
U.S. 184, 151); Crescent Cotton Oil O. v. Mississippi (257 U.S. 129, 186);
Heisler v. Thomas Colliery Co. (260 U.S. 245).

The ore does not enter interstate commerce until after the mining
is done.

See also United Leather Workers International Union v. Hcrkert ( Meiel
Trunk Co. (265 U.S. 457, 464, 465).

Again, in Ohio Oil Co. v. Indiana (177 U.S. 190, 211, 212) it is said:
"In view of the fact that regulations of natural deposits of oil and gas and

the right of the owner to take them as an incident of title in fee to the surface
of the earth, as said by the Supreme Court of Indiana, Is ultimately but a
regulation of real property, and they must hence be treated as relating to 'the
preservation and protection of rights of an essentially local character."

It may therefore be safely taken for granted that, under the power to regulate
commerce, Congress Is no constitutional authorty to control the mere pro.
duction of petroleum on lands (other than the Indian lands) within the terri-
tory of a State. All plans for requir:ng unit operation or otherwise, which
involve the assertion of such an authority on the part of Congress, do not
require discussion. They proceed from an utterly erroneous conception of
Federal power. It does not further the policy of conservation to take up
the public attention with futile proposals which disregard the essential prin.
eip!es of our system of government.

I am aware that it has been suggested that such Federal power to control
production within the States might be asserted by Congress because it could
be deemed to relate to the provision for the commcn defense and the promotion
of the general welfare.

Reference is sometimes made, in support of this view, to the w6rds of the
preamble of the Federal Constitution. But as Story says:

"The preamble never can be resorted to, to enlarge the powers confided to
the General Government or any of its departments. It cannot confer any power

8 Federal 011 Conservation Board: Public hearing, May 27, 19 2; Government Printing
Office, Washington, D.C.
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per so; it can never amount, by implication, to an enlargement of any power
expressly given" (1 Story on the Constitution, sec. 462).
. And this statement was approved by the Supreme Court of the United States

in Jacobo& v. Maesaohueette (197 U.S. 11, 22), where it was said:
"Although that preamble indicates the general purposes for which the people

ordained and established the Constitution, it has never beenl regarded as the
source of any substantive power conferred on the Government of the United
States, or any of Its departments. Such powers embratco only those expressly
granted In the body of the Constitution, and such as may be Implied from
those so granted, Although, therefore, one of the declared objects of the Con-
stitutlon was to secure the blessings of liberty to all tinder the sovereign
Jurisdiction and iuthocity of the United States, no power can be exerted to
that end by the United Stttes, unless delegation of power, or In some power
to be properly implied therefrom." (1 Story on the Constitutlon, see. 402.)

The suggestion to which I have referred Is an Ml, of an attempt to construe
article I, section 8, subdivision 1, of the Constitution of the United States, not
as a power "to lay and collect taxes, duties, imposts, and excises, to ply the
debts, and provide for the common defense and general welfare of the United
States ", but tis conferring upon Congress two distinct powers, to wit, (1) the
power of taxation And (2) the power to provide for the common defense and
the general welfare. In this view, It has been urged that Congress has the
authority to exercise any power that It might think necessary or expedient for
the common defense or the general welfare of the United tates. Of course,
under such a construction, the Government of the United States would tit once
cease to be one of enumerated powers and the powers of the States would be
wholly illusory and would be at any tIme subject to be controlled in any
matter by the dominant Federal will exercised by Congress on the ground that
the general welfare might thereby be advanced. That, however, Is not the
accepted view of the Constitution. (1 Story on the Constitution. sees. 007-008;
1 Willoughby on the Constitution, see. 22.) The Govermnent of the United
States is one of enumerated powers and is not at liberty to control the internal
affairs of the States, respectively, such as production within the Jtates, through
i jertlon by Congress of a desire either to provide for the common defense or

t promote the general welfare.
This Is too elementary to require discussion, and it is impossible to believe

that the legal advisers of the board will suggest that it proceed on any different
view.

Provision for governmental uses, to meet the needs of the United States as a
proprietor, is quite distinct from an attempted regulation or curtailment of
production within the States In a general public Interest for the purpose of
carrying out a policy of conserving oil in the ground so that It may await the
economic needs of the country at large in the future. The latter would be the
exercise not of the power to tax And to purchase for governmental uses but of a
power to control production upon private property within the States and sub-
Ject to the sovereignty of the States, respectively. It is not conceivable that
any theory will be advanced by the legal advisers of the Government to support
such a course of action however desirable a policy of conservation it may be
deemed to be. It Is idle under the Constitution to attempt to secure by Federal
regulation the curtailment of production or to require unified operations in
production by private owners within fields subject to the jurisdiction of the
states.

The conservation of oils In the ground within such territory by governmental
control of mere production, or the taking of oil out of the ground, is a question
for the States so far as such control may constItutIonnlly be exerted under
our form of government.

This sweeping and conclusive opinion, supported as it is by such
authoritative references and presented by such an eminent personage
who is today Chief Justice of the Nation's highest judicial bod
should be accepted on its face without further ado. Congress shouicd
not further complicate the petroleum situation by passing legislation
so well labeled in advance as "unconstitutional."

The statistical position of the petroleum industry during March
was good notwithstanding the fact that, for the first time in exactly
4 years-since March 1929-domestic production of crude oil ex-
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needed the total demand of all oils. Even with an addition to stocks,
however, the average day's supply on hand one of the most sensitive
barometers in economic calculations, actually decreased to a greater
degree than for any month of March since 1928. This favorable
stock situation in face of an apparent unfavorable production situa-
tion is explained by the fact that the demand increased to a greater
degree than the stocks increased. Thus the increased domestic
production was but a paradox of the true statistical pobition.

The continuance of a favorable statistical position is not reflected
in prices, however, which, with the exception of retail gasoline,
declined markedly and fluctuated in abnormal relationship. For
example, while the average price of crude oil declined 8 percent and
the f.o.b. refinery price of gasoline 2.6 percent, the service-station
price of gasoline (exclusive of taxes) actually increased 0.6 percent
indicating that the consumer is not benefiting from the low price oi
crude oil at the well and of gasoline at the refinery. Furthermore
and curiously, while the price of crude oil was being decreased to
extreme lows, the prices of kerosene, fuel oil, and many other refined
products actually increased. Such abnormal relationships are evi.
dence that natural economic laws normally affecting price are not
functioning under the present artificial economic conduct of the
petroleum industry. The companies responsible for price levels point
to increased domestic production alone as a bad statistical situation
and, therefore, a reason for low prices. The true position, however,
as reflected ip the decreased days' supply in above-ground stocks and
In the inventory value of the "potential" does not warrant that
contention.

Stocks of all oils during March increased slightly but were the
lowest for a March since 1927. Increase in the inventory value of
the "potential " was the smallest in a year, although its total was
the highest in the history of the industry. Reflinable crude oil stocks
increased slightly but were the lowest since 1928. This general in.
crease in stocks. although on the surface appearing alarming especi-
ally at a time when reductions are advocated is in reality an influ-
ence for higher prices because stocks are usually increased- under the
incentive for an anticipated rise in price. These, gentlemen, are the
factors that demand consideration in an intelligent appraisal of our
situation. This committee should not be led afield by amateurish
references to such ridiculous subjects as "Hot oil ", ',Overproduc-
tion ", and so forth.

In theory and in l)rinciple, I am opposed, as unsound, to govern.
mental regulation of the economic elements of the petroleum in.
dustry. The world has had sufficient experience to demonstrate the
futility of attempts to regulate, in fairness and in equity, such mat.
ters as supply, demand price. Economic laws are inexorable in the
performance of such functions and cannot be displaced with im-
punity.

In any proper analysis of the situation the emergency, such as
has been represented by sponsors of Federal control of the oil in.
dustry, is not revealed. Only in the minds of representatives of
monopoly, or of misguded individuals of no proper knowledge of
petroleum problems arise the false issues ordinarily advanced. No
economist of standing can possibly subscribe to the fantastic no.
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tions put forward to sustain such arguments. Federal control of
the industry inevitably would result in ultimate failure to a point
of disaster. Blame for such an end would be placed upon the ad-
ministration that sponsored it. The President already is on record
in the premises, surely no good reason exists for forcing such a thing
upon him. Let us solicit the aid of the Department of Justice in
obtaining prosecutions for violations of our -ederal antitrust laws
with respect to price-fixing tactics instead of turning over the in-
dustry to any man who does not know the fundamentals of it and
who, therefore, would be incompetent to dictate to us. We should
regulate and curtail the law violators-not the economic elements of
petroleum.

Senator GORE. You live in New York, Mr. JonesI
Mr. JoEs. Yes sir.
Senator GoRE. .*hat phase of the oil business are you interested inI
Mr. JONES. Principally in the royalty phape of it.
Senator GORE. You are not a producer ?
Mr. JONES. I am; yes, sir.
Senator GORE. To what extent?
Mr. JoNxs. To the extent of 200 barrels a day under present pro-

ration.
Senator GORE. How extensively are you interested in the royalty

end of it?
Mr. JoNEs. I think I am interested quite substantially in the

royalty end of it.
Senator GORE. As the owner of royalty, aren'tyou more concerned

with the quantity of oil produced than the price
Mr. JONES. As the owner of royalties I am concerned both in the

amount of oil produced and in the price received therefor.
Senator GORE. Royalty interest underlying these small separate

wells amounts to practically nothing, do they not?
Mr. JONES. It depends upon the size of the interest.
Senator GonE. A well producing 11/2 barrels per day, the royalty

interest there is inconsequential, isn't it? The stripper wells aver-
age 21/ to 8 barrels?

Mr. Jo ES. Possibly so.
Senator GORE. But the royalty interest underlying flush wells and

flush fields is of considerable consequence?
Mr. JONES. Yes, indeed, if you own it all it is worth while. How-

ever, if you own a small interest in a flush field, and a big interest in
a stril)per well--

Senator GoyE. The royalty interest underlying these flush wells
might profit by flush production even though the industry itselflangunishes.

Mr. JONES. No, sir'; that is not true, for the simple reason that the
curtail production of crude oil in this country stimulates drilling
activity which depresses prices. That is the fallacy that is often
advanced as argument for flush production, and facts prove the
contrary.

Senator GORE. Do you think wild-catting and drilling are stimu-
lated by curtailment.of production?

Mr. JoNES. There is no question of that.

I
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Senator GoRE. Do you think the chance and risk and gamble are
slightly influenced by this.

Mr. JoNza. The greatest amount of drilling activity, of course,
surrounds production already brought in.

STATEMENT OF ERNEST R. CHAMBERLAIN

Senator GoE. The farmers of Oklahoma have developed a system
of pooling their oil royalties interests, based on the Osage Indian
system of controlling oil royalties. Mr. Chamberlain will speak
from that viewpoint.

Mr. CIHAME1t0IN. I represent especially the Farmers' Union
of America and the Cooperative Royalties Pools that have been de-
veloped in the five Southwestern States of the United States con-
sisting of Kansas, Oklahoma, Texas, New Mexico, and Colorado. I
am authorized by the national legislative representatives of the
National Grange, the Farmers Union, and the Farm Bureau Fed-
eration of America to propose an amendment to the oil control fea-
tures of the industrial recovery bill.

The CHAIRMAN. Has that amendment been offered in the Senate?
Mr. CHAMBERLAIN%. Yes, sir; to 509, and Senator Gore has it to

offer here.
Senator GoRE. Insert it here.
Mr. CHAMBUnIIN. The amendment is as follows:
Insert section on page 9 between lines 14 and 15, as follows:
"The Reconstruction Finance Corporation Is authorized and empowered! to

make adequately secured loans, based on mineral acreage, and self liquidat'ng
in character, to recognized and estblished managing agencies (if farmers'
cooperative mineral rights, pools, not engaged in drilling or mining operations,
said looins to be made for the purpose of defraying the cost of organizing such
pools."

The purpose of this aniendment is to make possible a wider appor.
tionment of the benefits of this act to farmers whose subsurface
mineral rights are vitally affected by any restrictive merpsures.

This amendment is signedd to unify the farmers' economic self-
interest behind the oil industry's stabilization.

As an isolated owner of potential mineral rights, the farmer is
under present conditions a fair constituent of those forces which
seek unrestricted development of the industry. It is only by develop.
meant of his particular tract that he can realize upon his mineral
rights.

In order to spread the benefits of oil development among a greater
number of farmers, a movement sponsored thus far mainly by the
Farmers' Union has sprung up in the Southwest whereby the farm.
ers over a wide area pool a half interest in their subsurface rights
under common ownership, thus obtaining advantage of the increased
per-acre value and greater insurance of regular income, which here.
tofore have been characteristic only of great corporations owning a
selected spread of mineral acreage. Farmers' pools in Oklahoniai,
Texas, New Mexico, Kansas, and Colorado now have a spread of
over 1,000.000 acres under their cooperative control. Present finan-
cial conditions have forced them to cease organization efforts at a
time when conditions are most propitious for the completion of their
present program to acquire 10,000,000 acres.
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The amendment sought was originally offered to Senator Wagner's
S. 509, tie nonagricultural features of which were carried into the
present bill. This amendment was acceptable to Senator Wagner
and received a hearing before the Senate Committee on Banking and
Currency. The amendment proposes to authorize the Reconstrue-
tion Finance Corporation to make adequately secured loans, based on
mineral acreage, and self-liquidating in character, to recognized and
established mu-eral-rights pools.

The loan is not for te purpose of development of properties. On
the contrary, it is for the purpose of making it of advantage to the
farrier to withhold his individlual trace from development. The
money will be used practically in its entirety to hire farm organizers
tocomplete the organization 'of the pools.

The three fiaim organizations for whont I speak represent some
two and a quarter million farmers.

Inasmuch as the vast bulk of nearly a billion acres of established
potential mineral-bearing lands are farm lands, it is to the interest
of the farm groups to conserve this subsurface asset as a backlog of
agricultural security. The pooling program mobilizes the larin
behind oil stabilization and conservation. It makes it profitable for
the farmer to retain his mineral rights instead of selling them at low
prices in advance of development to royalty buyers. It mobilizes
the oil industry's well-being behind the well-ieing of agriculture.

Senator Goal. One of your pools is interested in that new Texas
field, is it not?

Mr. CHAMBlERLAIN. Yes, sir. We have 1,200 acres right in the
middle of it.

Under present conditions of ownership the farmer is the natural
ally of the irresponsible promoter of wild-cat drilling.

Tihe farm organizations are for the oil-control features of this
bill which will tend to the stabilization of the oil industry, but they
want the bill to provide for as wide an apportionment of its benefits
to farmers as possible. This can be done through encouraging the
pooling movement.

This amendment will do for the farmers' subsurface crops what
the general farm relief bill is doing for his surface crops, only it will
do it for no further cost than a strictly self-liquidating loan on
income-bearing security of a value from 5 to 20 times the aunount
of the loan sought.

The farm relief bill provides for voluntary restriction of surface
acreTage and provides finance benefits. This amendment will en.
courage voluntary restriction of subsurface production and satisfy
the farmer by making possible his participation in the benefits of
such restriction.

This amendment is acceptable to the authors of this bill, Congress-
man Marland and Senator Capper. and I presume it is as acceptable
to Setntor Wauner on this bil as it was on his S. 509.

It is acceptable to the oil groups so far as I have knowledge. Mr.
Riirel| Brown, of the Independent Petroleum Producers Association,
.o announced at Friday's hearings for his group, and I have talked
to lenders in the American Petroleum Institute, and others who
believe that the amendment will definitely strengthen the popular
approval of the provision of this bill among farmers.
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Before considering the rather new land use policy embodied in
cooperative pooling Senator Elmer Thomas 2 years ago had a resolu.
tion adopted by the Senate asking the Department of Agriculture
to investigate the extent and value of mineral rights as a farm asset.
This investigation was made and is embodied in a report to the Sen.
ate. During the present session the chairman of the Banking and
Currency Committees-of the House and Senate wrote the Department
of Agriculture asking the administration's opinion on the basic pro-
visions of the pooling movement. A letter was sent from the De.
pertinent over the signature of Dr. Rex 0. Tugwell, which I will
ask to be made a part of my testimony.

(The letter referred to is as follows:)
AaiL 1T. 1033.

Hon. H. U. SftAOAU,
Chairman vommitteo on Banking aud Ourrency,

Rouse of Representatives.
DAn MR. STEAGALL: I have lprore me your letter of April 3, requesting my

reaction and suggestions on House Joint Resolution 83, with reference to loans
by the Reconstruction Finance Corporation to managing agencies of farmers'
cooperative mineral-rights pools.

This resolution, as you Indicate, draws upon an investigation made by the
Bureau of Agricultural Economics in response to Senate Resolution 377.
Seventy-first Congress, third session, the results of which were incorporated
in a report published as Senate Document 93, Seventy-second Congress, first
session.

The study, though In no sense exhaustive, indicated that mineral rights
underlying farm lands represent great potential wealth in which farmers too
often share Inadequately. With agricultural incomes at low ebb there is
unusual temptation at this time for farmers to sell mineral rights for whatever
may be offered. The investigation revealed further that the cooperative pooling
of farmers' mineral rights under proper safeguards provides an effective method
of securing for them a fair share In this potential wealth.

It Is an established fact among oil operators that during recent years a far
greater share of money in royalties, particularly in the newer fields, has been
made by others than the landowners, and that as a class farmer landowners
have benefited far too little from their mineral lights. An oil play may lust
only a few weeks or it may take several years to develop. A farmer who is
experiencing difficulty in maintaining his equity in his property because of crop
failure, low prices for farm products, or other reasons is tempted to sell his
royalty rights at the first opportunity. He Is not In position to profit by the
fact that under present organization and direction he could safely capitalize his
mineral rights. As a consequence, even if his royalty Is not practically lost it
gets into the hands of buyers and scouts for largo royalty companle at a
nominal price before drilling operations are begun an( before such royalty
rights begin to bring high prices on the market. Collective bargaining power
obtained through cooperatively organized mineral rights pools should bring the
farmer letter lease terms and drilling contracts, as a result of which he would
obtain higher bonuses, rentals, and royalties.
The investigation rev.'44:ed also that cooexrativo pooling, properly dom, leads

to conservutihft oil resources by checking the competitive drillig which has
been so disruptive of the petroleum industry and m) Inimleal to pre..'ervatlon
of our oil resources. Through nmking available to the farmer sulstantlal
Ineon from leases and bonuRes, the pressure for qulck lislisithin of these
resourcePs Is lessened. Thus the plan provides the dvantages for encouraging
mm'e orderly production aimed at in the unitization program. In this way it
Is of advantage to the oil industry as well as to tho farmer. From the stand.
ti!it of ti, oil industry, It affords the further advantage of simplifying the
task and reducing the expense of oil producers in obtaining leases.

In ihort, the results of the investigation substantiated the soundness of the
principle of cooperative pooling by farmers of the mineral rights underlying
their farm hams, and clearly Indicated the desirability of a more extensive
use thereof. The development of soundly organized farmers' cooperative
mineral-rights pools deserves encouragement.
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In the report mentioned above reference is made to the possibility of Gov-
ernment loans to farmers' mineral-rights pools in the fo.owing words: "The
security for Federal loans to pools or to management corporations would have
to be the pooled mineral rights represented by either the rights themselves
or by some paper or contract giving legal claim to the income iruan such rignits.
That the value of such security would be difficult to appraise may be inferred
from what has been said earlier in this report about the uncertainty in oil
developments. Such loans would necessarily mean that the h'ederat Uovern.
meant wouldl assume a somewhat speculative risk. For the Government to
engage in regulating and financing of mineral-rights pools raises important
questions of public policy."

Because of the very low cash farm income at present, the individual farmer
no doubt is under more pressure than ubual to realize on such mineral resources
as he may have. Pooling of mineral rights appears to afford an opportunity
to protect his interest In these resources. From this standpoint tile pooling
movement deserves sympathetic consideration and assistance, as indicated in
the report referred to above.

It should be recognized, however, that loans on mineral rights, even when
pooled, are of a somewhat speculative character because they involve m.ny
risks and hazards. The question whether such loans can be adequately secured
rests upon technical, geological, and legal considerations. dome precedent tor
such loans is found in the fuct that in normal times pooled mineral rights were
accepted as security for loans by banks and other lending agencies.

Since the responsibility for making the proposed loans would rest on the
Reconstruction Finance Corporation, it is suggested that the resolution be
referred to that organization for recommendation relative to the feasibility of
making such loans with adequate security and reasonable safety to public
funds.

Sincerely yours,
R. 0. TuowLL, Ae8istant Seoretary.

Mr. CHAMNERLAiN. During the past week I conferred with the
Solicitor's office of the Department of the Interior. I presented to
the Interior Department a memorandum which I also asik to make a
part of this hearing for the purpose of conserving the committee's
time.

(The memorandum is as follows:)

MEMORANDUM TO THB 5ORWICTAIY O1 THE INTIKIOR

Subject: Mineral rights underlying farm lands in relation to the oil control
bill-suggested amendment endorsed by Farmers' Union, Farm Bureau Fed-
eration, and National Orange.

From: Ernest R. Chamnberlaln, Oklahoma City, special representative the
National Farmers' Union and affiliated farmers' cooperative mineral rights
pools in Oklahoma, Kansas, Texas, New Mexico, and Colorado. (Washington
address: Commodore Hotel, room 208.)

ODJioT

1. To obtain administrative approval of principles in Senate Joint Resolution
27, by Senator Thomas of Oklahoma, and House Joint Resolution 83, by Con.
gressman Disney, Oklahoma, now pending in Banking and Currency Committees
and inclusion of their essential features us on amendment to the pending
administration oil control bill now before the Committees on Interstate Ond
Foreign Commerce (rereferred to Committees on Ways and Means and Finance).

2. Tho, amendment sought by the farm groups rends as follows:
"The Reconstruction Finance Corporation is authorized and empowered

to make adequately secured loans, based on mineral acreag,. and self-liquidit-
Ing in character, to recognized and established managing agencies of farmers'
cooperative mineral rights pools not engaged in drilling or mining operations,
said loans to be made for the purpose of defraying the cost of orgsinizing
such pools."
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SUISURWAOE L 4ND USE POLICY

The success ot the proposed oil control bill will depend fundamentally on
the fair apportionment it makes of benefits to accrue from its very desirable
basic provisions, not only to oil producers but to present owners of potential
mineral acreage as well.

A serious obstacle to successful stabilization of the oil Industry has been
the failure of current restriction measures to take Into account the economic
self-interest of the Individual landowner who, as the industry is now organized,
is the natural ally of the irresponsible promoter of wildcat drilling. Under
prerailing conditions of land ownership the former who owns potential mineral
rights can only profit by their development regardlesn of the needs of the
industry or the available supply of crude oil.

Since the Department of Agriculture, quoting the American Petroleum
Institute, estimates that there are over a billion acres of potential oll-Iro-
ducing lands, mainly owned by farmers, and since these represent assets
mainly frozen to the farmer during his lifetime, ii self-interest is opposed
to a conservation, restriction, a nd oil stabilization policy from which he
receives no direct benefit. With unrestricted exploration his mineral rights
have a speculative value only as development is encouraged in his immediate
vicinity.

Therefore, It Is concluded, in the Inves(Igation of tile Bureau of Agricultural
Economics (S.Doc. 93, 72d Cong. 1st ses.) that the cooperative pooling of
mineral resources converts the farmer's speculative interest in an Isolated
tract Into a "business" stake in the oil industry and provides an "effective
method of securing for farmers a fair share of this potential (mineral)
wealth."

The Federal report states "It has been suggested that the Federal Govern.
ment might set up a revolving fund for the purpose of making loans to pools
or to the organization and management corporations" (p. 80).

The report concludes as to Federal conservation policy that "centralized
control of large spreads or blocks of land, brought about through cooperatively
pooling mineral rights, is more conducive to orderly development than Is highly
comnetitive diversified ownership."

With the acceptance of the principle of restricted development under the
proposed oil control hill it becomes more apparent that the pooling principle
forms a highly desirable feature of a governmental land-utilization policy and
any program for stabilization of the oil industry.

A.ALOGY TO PRINCIPLES OP AGRICULTURAL AIMUSTM T ACT

This principle of unifying the farmer's economic self interest behind the oil
Industry's stabilization is analogous to that employed in the agricultural ad-
justment act, where the farmer receives finance benefits contingent upon his
voluntary acreage reduction, as regards his surface crops.

In the oil control bill as it now stands provision is made for restriction of
the former's subsurface "crops" without clearing the way to any tangible
financial benefit for the farmer's acceptance of this restriction. This makes the
farmer a fair constituent of those forces seeking to promote the type of un-
restricted production which has brought the oil industry to the verge of chaos.

This principle has received tangible recognition by the Govern-
ment in-

1. Its limited application of the unitization policy to Government-
owned reserves with respect to lease owners.

2. Its application, through the cooperative pooling program of the
Osage Indian Reservation where orderly development has brought
maximuiti benefits to the entire Osage Nation. Although not over
2 percent of the Osage Reservation produced oil, each member of
that tribe, through application of the pooling principle, has received
more than $110,000 from that production (approximately half that
amount from lease and bonus returns).
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3. In the investigation and report of the Department of Agricul-
ture. (S.Doc. 93, 72d Cong., 1st sess.)

4. In the report of Dr. Rex G. Tugwell to the Committees on Bank.
ing and Currency (Apr. 17, 1938) regarding resolutions of Sena-
tor Thomas and Congressman Disney, seeking to "provide protec-
tion and relief to farmers by aiding them to conserve and liquefy
their mineral rights through recogmzed and established cooperative
agencies. * * *"l

5. In hearings on these resolutions before the House and Senate
Committees on-Banking and Currency in the last session of Congress
and before the Senate subcommittee on Banking and Currency in
the present session.
6. In the acceptance of the wording of the amendment here pro-

posed for the oil-control bill by Senator Wagner as an amendment
to his S. 509 prior to the abandonment of that measure and the in-
clusion of its nonagricultural features in the industries-controll bill.

7. In the program for diseusio at the land-utilizitioi conference sponsored
by the Department of Agriculture and the land-grant colleges in 21)32, which
was attended by Uovernment economists and geologists, and, I believe, by
representatives from the Interior Depuirtment. where the proposal oxcited
favorable comment tand interest.

8. In the current report of the Secretar,, of Agriculture for the Bureau of
Agricultural Econoiiics, which states (p. 24) that "in the mineral resources
underlying farm lands farmers hoive valuable assets on which they till too often
do not realize", and that "experience has shown that the cooperative pooling
of farmers' ninerails rights would imaterially assist farmers in realizing on these
assets." (See also speech of Senattor Elmer Thomns in the Congressional
Itecord for June 80, 1932.)

This principle has now been recognized by the major national farm organi-
wttions*

1. In the endorsement of cooperative pooling of mineral resources by the
national convention of the Farmers Union (Onaha, 1932), which led the way In
establishing mineral-rights pools in Oklahoma, Kansas, Texas, New Mexico, and
Colorado, having, to (late, a spread of approximately 1,000,000 acres.

2. In tile active support of tile Thomas-Disney resolution by legislative
representatives of the National Grange, the Farmers Union, and the American
Farm Bureau Federation.

This principle is recognized its advantageous by the oil Inlustry itself, as
evidenced by the friendly Interest shown in the Thomas.Disney resolution by
leaders of the American Petroleum Institute and the Independent Oi Pro.
ducers' Association, a. well as by outstanding Individual leaders in the oil
industry.

THE PROGRESS OF TIE POOLING PROGRAM

The cooperative pooling of mineral resources, as deserlb.'d in Senate Docu-
ment 93, was rapid up to 1020, being financed Its to organization expense by
the caitalizaion of a fractional Interest in the pools and the stle of shares
in this Interest to the itvesting iiublic. Financing of this character met with
same ftte of all financing IR the general buslni-ss collapse. However, prior to
1029 one of the largest banks in tht Southwes: considered the security of pooled
mineral rights lin the established pools excellent collateral for loons (which
totaled aplproximnately $250,000), thus transforining frow-it farm assets itto
liquid assets.

Earnings of the pools (luring the depression, front leases, bonuses, and ren: ais,
ns well as production, have preserved thvim free of liabilities, amiad the earnings
(Of the, financing interest In these pools Is adequate to have paid the interest
on the loan which Is sought and eventually to amortisd this loon. These pooIN
have weathered thw depression and their organization Is such thitt tlwy are
absolutely free of nil but insignlficaut liabilities and surniunded by safeguards
that give maximum protection to the membership from tht, customary hazards
of business enterprise. Those features are discussed i the Senate document
above referred to.

1T6200-88-10



28 NATIONAL. INDUSTRIAL BICOVERY

WHT Tug OOUNG XI3ICWLU 9DEU DIEOURAGEMZNT

1. Because the Government has recognized the value of encouraging coopera-
tive enterprise among farmers and has encouraged the cooperative marketing
of surface crops. Failure so to recognize minerals underlying farm lands as
farm crops susceptible to the benefits of the various farm loan acts is due to
the very recent recognition by the Government of the possibilities of coopera-
tive action respecting the ownership of mineral rights in giving the farmer
collectIve-barga Ining power and expert advice In is handling of those rights.

2. As an isolated owner of nineral rihts the farmer Is at the mercy of those
who have greater knowledge of his assets than he lias. lie holds a frozen
asset, frozen doubly fast in the event of the Imposition of restrictions proposed
Jn the pending oil control bill without recognition of the farmer's position.
These restrictions will tend further to limit his meager prospects ts an Isolated
individual for some returns from his mineral rights.

3. As a member of a pool the report shows that the farmer greatly enhances
the per acre value of his mineral rights and obtains collective-bargainIng
power of great value to him.

4. As the report of the Chief of the Bureau of Agricultural Economics states,
with agricultural incomes at a low ebb there is nit unusual temptation at

this time to soil mineral rights for whatever may be offered." By pooling his
mineral rights the farmer will get greater returns awl acquire a ' fair share
In this potential wealth."

5. The subsurface cropsp" of the States of Colorado, Now Mexico, Okla-
homa, Kansas, and Texas for 192940 had an annual average value of $1,124,-
000,000, while the total, average annual valve of all surface farm crops in these
States combined was only $761,000,000. In other words, the minerals pro.
duced from farm lands In these States exceeds the value of all surface crops
combined. Yet the farmer receives very little benefit from this wealth due
to the disadvantage at which isolated ownership places him.
6. This proposal actually costs the Government nothing. It costs the tax-

payer nothing. It will add enormously to the liquid farm assets of America
and provide a backlog of agricultural security. At the some time it will re-
move a serious source of farmer resentment against scientific ,fforts to curtail
mineral development to meet consumption demand. As a member of a pool
the farmer would have less linmedlatt, Interest fit the rapid development of his
particular tract of land.

TIlE PRI)POSED AMENDMENT

The loan sought is (1) purely permissive; (2) it Is self-liquidating (even
considering the average inconw during the past 2 years and without (onsidering
recent important oil discoveries on poW)d tracts fit the Conroe, Tex., area):
(3) the loan will practicalUy all be spent for wages to fitrim organizers. Since
the pools do not engage In production the loanm would In no way tend to encour-
ago further production but would tend to restrict It.

ERNERT It. CHANMMLAIN.
COMMODOnE lloTn,, Waslington, D.C.

Mr. CRA MFBRLAiN;. The reaction of the officials of the Interior
Department who have been active in preparing this legislation was
favorable, and I was told that, if time permitted, a letter so stating
would be forthcoming to the chairman of this committee.

I wish to incorporate for the committee's information reference to
Senate Document No. 93, Seventy-second Congress first session, enti-
tled "Mineral Resources of the Country as Rei tedb] to Farm Lands."

Hearings before a subcommittee of the Senate Committee on Bank.
ing and Currency (composed of Senators Steiwer, Gore, and Cou-
zens) in the Seventy-second Congress, second session, on S.J.Res. 247.
These hearings, held February 24, 1933, are entitled "Conservation
of Mineral Rights Underlying Farm Lands." They contain a joint
letter of endorsement of the proposal by the three national farm
organizations.
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Also I refer to hearings entitled "Mineral Rights Underlying
Farm Lands" held February 28, 1988, before the House Committee
on Banking and Currency, Seventy-second Congress, second session.
on H.J.Res. 587, by Congressman Marvin Jones, of Texas.

Also hearings before the Senate Subcommitte on Banking and
Currency (Senator Byrnes chairman) on the amendment of the
Emergency and Construction Act of 1932 designated as S. 509.

I wish to refer to the annual report of the Chief of the Bureau
of Agricultural Economics for the Secretary's report for the fiscal
year ended June 30, 1982.

I wish to incorporate in these hearings a telegram I have just
received from ,John A. Simpson president of the National Farmers
Union, approving the oil control bill as amended to provide protec-
tion for farmer-owned mineral rights.

(The telegram referred to is as follows:)
CHItvAGO, ILL, Ataj 6, 1933.

E1NMST It. (HAMBICKLAIN,
lVathlngtona D.C.:

Please include in your testimony before Senate Finance Committee my
endorsement of oil control bill containing amendment agreed on by farm
group which will encourage fair apportionment of bill's benefits to farmers
through inclusion of bic provision of Thomas Disney's resolution for aiding
farmers to conserve and liquefy mineral rights through recognized and estab.
listed mineral rights pools.

JoIIN A. SIMPsoN,
President National Parmers Union.

Mr. CIHAMBERtLA-.. There are a large number of States not now
recognized as oil States which are considered as highly potential.
The farmers in these States, if they are not protected by son*e
pooling group, will suffer the fate of farmers elsewhere. They will
sell their mineral rights in advance of production for little or noth.
ing. This is particularly true of the State of Mississippi which has
over 29,000,000 acres of likely oilbearing land. It is true of
nearly 19,000,000 acres in the State of Missouri. I call the atten-
tion of the committee to the table contained on pane 26 of the Senate
Hearings on S.J.Res. 247 of the last session, February 24, 1983,
which will give startling evidence of what potential mineral rights
will eventually mean to farmers of all but a dozen States in the
Nation. Already in the mineral States the annual value of minerals
taken from farm lands exceeds the annual value of all surface crops
combined.

LOAN FEATURES

The problem presented by this amendment as to the safety and
security of the loan sought is not fully covered either by the report
of the Department of Agriculture, as pointed out in Dr. Tugwell's
letter, or by any commitment from the Department of the Interior.
This is a business detail which naturally will be passed on by the
lending agency upon showing which will be made.

I wish here to touch upon these matters which will be clear to any.
one familiar with the oil industry as forming the basis of a secure
loan.

The testimony of Mr. Aldrich Blake, of Oklahoma City, on the
hearings of last session on Senate Joint Resolution 247 presents the
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facts concerning the essential self-liquidating character of these loans
from rentals and bonuses now being paid on pooled tracts regardless
of any production of oil. Collateral for the loan sought would be
deeds representing a one-fourth interest in royalty acres acquired
by all pools or shares of stock representing those deeds in the two
title holding companies for that one-fourth interest. Against this
collatral there are no overhead charges. The basis on which the
loan would be made would be a full per acre royalty value and would
be approximately 4 percent of the 1930 appraisal of Huntley &
Huntley world famous petroleum acreage appraisers, of Pittsburgh.
It would not exceed 20 percent of any appraisement under present
conditions. With production now obtained in the new Conrw field
of Texas we expect to show for the pools earnings several times the
interest re urements of the loan we will seek. The actual intrinsic
value of collateral will be several times the amount of the loan. We
will be prepared to back up our application with endorsements of
soundness of loan bankers, geologists, leaders in the oil industry, and
others. Determination of the merits of this loan will prove extraor-
dinarily simple, far simpler than almost any other type of loan.
Our request is so modest as compared to our acreage values and
earnings as hardly to require expert testimony.

Under normal conditions banks consider this style of collateral
excellent, and the manner in which pooling liquefied frozen farm
assets cannot be given greater support than the record of considera.
tion which banks gave to this type of collateral in the days when
banks were recognizing any collateral and were making loans. By
liquefying these frozen farm assets the Government will not be
out any money. The money loaned will not be used for any other
purpose than the payment of organizing expenses, thus putting large
numbers of farm organizers to work, and the payment of minor over-
head expenses in supervising this work. The loan is purely per-
missive and not mandatory. Farmers who join this movement can
be assured of a regular income and of collateral which will tide them
over periods of inability to pay interest and taxes which threaten
their tenure.

The CHAIRMAN. I thank you very muich, Mr. Chamberlain.
Mr. Pennington desires to make a statement.

STATEMENT OF BARRY PENNINGTON. PRESIDENT SAN ANTONIO
INDEPENDENT PETROLEUM ASSOCIATION, SAN ANTONIO, TEX.

Mr. PExNoNnToN. You are dealing with properties now of in-
trinsic value of more than all the allied debts dlle to our Nation.
Those allied debts to our Nation do not equal one half the amount you
are dealing with now.

I am going to ask the most serious consideration of two points-
just two points in this measure. One is that I am presenting a brief
on which you will find the names of four associations. The ortani.
nation of these associations was not brought about in concert. It is
the nature of men, as they have acted in all times, in banding to.
gather for defense, and we are not on the offensive, so these organi.
zations arose spontaneously in all these districts, and they are all
brought together here now for one common end of defense.

9A0
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I think that. will answer the question of why there are so many
associations.SLripper wells: In the first place, stripper wells are wells that
have already been taken out. We will answer as to stripper wells
that they have already had their ay. Some of them have had
their day at $4 per barrel. Now they do not want.anybody else
to have a day. That is not the answer. The answer is, even if the
wells are shut down, it is fact that they are not lost, and we certainly
will develop, through engineers and scientists, a method of going
down there to get it when we need it and the price will justify it.

The next one is this: The price charged for transportation does
not carry them up to 600 percent that would be back on the stripper
wells, and those gentlemen would have their just relief.

I have presented in this brief a situation, without using invectives.
that I think would cause any Congress, any legislature, as it were,
to invest sword and buckle and protect each individual-each indi-
vidual protect his rights against all the Nation, if need be.

This story I am telling in this brief, we have been subjected to it
for 2 years, and the pressure is getting more intense. We will be
driven out of the o1 business which our industry has started and
brought up to its present state. We defy any industry to show that
it is using more of the collateral resources and natural resources than
we find associated with oil below the ground.

We challenge any industry to show more.
The next is the price of motor fuel in our industry and in so-called

controlled countries. In foreign countries, the price of gasoline
averages twice what it does in our country. It goes as high as
60 and 70 cents per gallon of gasoline produced in the United
States, from 10-cent oil. I ask if that situation appeals to any
fair-minded man as being fair. I do not think anyone would say
it is fair, and the results which affect our commerce, our oil indus-
try, is that in many foreign countries because of extortion practices
through extortionately high prices. the major companies have been
pushed completely out and oil right. have been taken over under
eminent domain proceedings, including all the properties dis-
tributing it, and we have lost our foreign trade exactly that way.

Senator GORE. What countries have done that ?
Mr. PENNiNOTN. Spain first-Spain appropriated all the prop-

erty of the Standard Oil Co. Probably she has paid them by now,
but she is distributing the property. France is doing it now. Chili
is demanding a similar contention.

The CHAIRMAN. Mr. Warner wishes to make a statement.

STATEMENT OF W. W. WARNER, REPRESENTING OKLAHOMA
STRIPPER WELL ASSOCIATION, MILWOOD, OKLA.

Mr. WARNEM. I represent the Oklahoma Stripper Well Associa-
tion, the North Texas Oil & Gas Association, and the Kansas Strip-
per Well Association.

Gentlemen I would like to answer that the oil business may be
good in east Texas, it may be good in California it may be good up
in New York, but it is bad in Oklahoma, and i want to appeal to
yon. I have no argument on economic or conservation grounds, but
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1 want to explain a personal point, my intimate contact working
in the field and men that are not working. I am sorry our fellows
have not sent a lawyer here. I am what they call a stripper well
operator. We feel we have a place in the sun. We feel that our
condition is serious, and for that reason a group of men in Okla-
homa formed this small association. It covers a whole State. We
asked the men from Kansas if they would join us and they were
unable to do it, and a group from northern Texas came in and they
paid my way to come here and paint our picture. Here is the
situation. We have-oil went to 25 cents per barrel in Oklahoma,
and we cannot produce it from our wells at that price. In order
to keep our wells operAting we have cut these men down to $20 a
month from $80 a month. On top of that we have many barrels of
oil under these wells and, in my opinion, it is a criminal economic
waste to allow conditions to exist that will prevent the future
recovery of that oil. I cannot go into the details of this, but I want
to tell you one more thing, and I hope it will impress itself on the
members of the committee.

In addition to being a stripper well operator I was chairman of
the Government's flour distr bution committee in our county. In
addition to that I am the mavino of a small town down in Oklaboma,
for which I get $1 a year. My work in the past year has been con.
fined almost exclusively to try to run our town on practically no
money and to take care of these oil men who are on the bread line.
That is the reason I am here. I am sorry I cannot tell you the
story like it should be told.

We have wells that ought to be worked on that have not been
worked on for 3 years for the reason we could not afford to work
them. When oil was 15 cents a barrel, as it was a little while ago,
we told our men "You have got to work for $20 a month ", and
when oil went up we raised our men. Now oil is down again and we
had to lower them.

Senator 1ONNALLY. Was that a flush field I
Mr. WA tNPR. It was 25 years ago; yes, sir.
Senator GonE. Can you give us the lifting cost on that oil f
Mr. WARNER. The lifting cost is based entirely on what we pay

our men. That is the major item of expense.
Senator GoR. I thought maybe you worked it out on the average.
Mr. WARNER. Well, it is pretty hard to tell. We have a lower

lifting cost than some of the big companies. In fact there are very
few bia companies left. Most of.these stripper wells belong to strip-
per' well men. The big companies cannot operate these wells at a
profit. We have no overhead.

The CHAIRMAN. Mr. Sandefer has a stuteient he wishes to put
into the record.

STATEMENT 0 1. D. SANDEFER, 11., BECKENRIDGoE, TEX.

Mr. SAND EFER. Mr. Chairman and gentlemen of the committee, I
would like to have just a few minutes. I appear before you as an in-
dependent oil operator of central and western Texas, as president of
the Middle West Texas Oil & Gas Association, consisting of 800
members, who are all operators, and, unlike other associations that
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claim they are independent, we do not have any representative of
ia or crude-oil industry in our organization.

I also appear before you as a representative of the Northern Texas
Gas & Oil Association, of north Texas. I represent Mr. J. S. Brid-
well, who appeared here recently and who has gone back to Texas. I
represent approximately 20,000stripper wells.

I wont to disagree with the statement made by the gentleman a
while ago that at one time stripper wells were big as flush wells
and that they got $4 a barrel for it. Many wells were smiil at tire
time thev were drilled or immediately became stripper wells.

I further want to disagree with 'the gentleman front Texas. I
personally have had wells ruined by shutting then down on account
of water.

For the benefit of you gentlemen that are not familiar with the
stripper well business, one third of the wells in my country make
stripper wells, and it is necessary to operate them c)ontinhiouslv to
keep them from ruining. I have not a single well running in' the
west Texas field at this time, and I am wondering at this moment
whether I will be able to recover them gain when I start.

'We are unable to lift oil at 25 cents a barrel. We are unable to
pay our employees, and there is only one reaction and that is to shut
them down; and that is the reason I am here telling you an emergency
does exist, in order to conserve that natural resource and, further.
more, in order to help us along in our community with the unemploy.
ment situation.

I could talk with you for hours. I have a number of wires here
from Wichita Falls Chamher of Commerce and various other cham-
bers of commerce, but I had eight to come in this morning from those
localities in my State, asking me to do all in my power to have the
situation relieved from whlt it is as exists in Te.xas.

I live at Breckenridge. Tex.
The CAItRMAc. Mr. I. C. Grimm wishes to make a statement.

STATEMENT OF I. 0. GRIMM, REPRESENTING THE GOVERNOR
OF THE STATE OP OHIO

Mr. GmMvt. The Pennsylvania delegation might allot me their
time. How much time may I have?

The CHAIRMAN. Do you want 10 minutes?
Mr. GRIMM. It might take 15.
The CHAIRMAN. If you want 10 minutes you may go ahead. We

are going to stop in a few minutes. and we tire going to close this oil
hearing this morning.

S,,nator CONN.LLY. Where are you from, Mr. Grimm?
Mr. GuMhT.f. From Ohio. representing Governor White.
Mr. Clirmnan and gentlenmet, I represent Governor White, of the

State of Ohio, his personal representative here, and the oil and gas
associations of Ohio, with probably a thousand or fifteen hundred
members, and I believe that you people are just beginning to hear-
the story of the stripper wells from the last two or three witnesses.

I would like to show you our condition as it exists in Ohio today.
We have some 36,000 wells producing some 18,000 barrels of oil per
day. Out of the 830,000 to 850,000 barrels from wells in the United
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States, we have about one ninth of those wells. About 250,000 of
those wells produce one half barrel or less per day. Three hundred
thousand of them produce around one barrel. We feel that the
stripper wells are the greater portion of the wells in the United
States. Almost 300,000 of them produce less than a barrel of oil
out of 850,000 wells in the United States. Certainly those wells
employ an awful lot of men and buy a lot of material and keep a
lot of factories up.

In my State, I want to disagree with Mr. Jones. He said that
the proration gives you more drilling. Our drilling in Ohio dropped
from 600 wells, or 1,986 in 1930, down to 695 wells in 3 years on
account of proration. Our production prorated there from 7 mil-
lion barrels down to 41/q million in Ohio.

The principal factor in oil production today is the overproduction
in flush pools and breaking down of proration orders, many of them
which are fatal.

senator CONNALY. Overproduction in flush fields or overproduc-
tion everywhere I

Mr. GRimm. Absolutely not.
Senator CONNALLY. You produce all you can get when you pro-

duce in your field, do you not?
Mr. GRIMm. Absolutely not.
Senator CONNALLY. I am talking about a well-if you have a

strpper well, you produce all you can get out of it, do you not?
IMI GRiMM. No, sir. We produce one half we can get. We cannot

sell it. East Texas has come to Cincinnati and is crowding us out
of the picture. We cannot compete with it any more.

Senator CONNALLY. A stripper well never can compete with a
flush well.

Mr. GRIM. We should do it in our own district.
Senator CONNALLY. I say it cannot do it.
Mr. GRIM. We have been the backbone of the industry for the

last 78 years.
Mr. Blalock stated, and I think it was a reflection on my name,

and I happen to be one of the five members of the subcommittee
and one of the Committee of Fifteen. When we made those recom.
mendations we stated clearly that we suggested the production be
held to 2,000,000 barrels a day pending further investigation of the
oil business and proper allocation to the different States. We did
not say 2,000,000 barrels a day was the market demand and did not
intend it to mean such. Furthermore, Mr. Blalock, of Texas-and I
tell you gentlemen right here-I have never seen a more selfish set
of men in the United States than I have run across here in a few of
these States that are testifying here.

Senator CONN LLY. I do not think that is a proper matter for dis.
cussion for you.

Mr. GRIMM. Mr. Blalock stated that he feels the properties in
Texas are being confiscated. They are being allowed six tenths of 1
percent of the production estimated on 120,000,000 barrels per day.
Gentlemen, if any States or any properties aire being confiscated, it
is the properties in the small producing States and not in the State
of Texas. They are producing today 60 percent of the market de-
mand of the United States. till they want more.
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Senator CONNALLY. That is because they have the oil, and you
have not.

Mr. GRIMM. We have always had the oil.
Senator CONNALLY. I know you have always had it, and now you

are kicking because somebody else has got it.
Mr. GmMM. No; we are not.
Senator CONNALLY. I think you had better confine yourself to the

issues here and not mention personalities, if you want to get any-
where.

Mr. GRIMM. I just mentioned that because they mentioned per.
sonalities of me.

The small producers have exerted every effort to continue in the
oil business, to save their properties, and to keel) their men employed,
but we find it impossible to continue it any longer under the present
low price for crude oil. Unless some legislation is enacted at this
session of Congress to give immediate relief, it will result in a com-
plete shutdown of all small wells.

I believe that is a statement of the truth when I say that.
I would like to quote here a small part of President Roosevelt's

talk to the chamber of commerce on May 4.
Senator McAoo. Before you read that, and apropos of what you

just said about the stripper wells, is it not a fact that the most of the
stopper wells are owned by the big companies?

Mr. GRIMM. No, sir.
Senator McAnoo. Why not? They own the pools in large part,

and now that first production has been exhausted, they very largely
control the strippers, do they not?

Mr. GRIMM. There are 146,000 wells in Pennsylvania, Ohio, and
New York State and West Virginia pumping three eighths of a
barrel per well, and those wells are owned probably by 75 or 80
percent of independent producers.

Senator McAboo. You are just speaking about those States. Take
Oklahoma, Texas and California.

Mr. GRIMM. I o not know about conditions out there, but there is
one point I would like to bring to this committee right here before I
forget about it. With 8 percent of the production of the United
States from those 146,000 wells we supply 811 percent of the motor
lubricating oil in the United States. One hundred and twenty-six
million gallons out of the 8-percent production with those 140,000
wells.

Senator CONNALLY. You are not so bad off as you thought you
were.

Mr. GRIMM. Bad off? We cannot pay the lifting cost. Now, are
we going to say here that those wells are going to be lost?

Senator McApoo. Whom do you represent exactly? I mean here
in Vour State, whom do you represents

Mr. GumiM. I happen to be on that subcommittee of five. I think
that my integrity to the independent producers was somewhat at-
tacked here the other day. That is why I brought other names into
this hearing, which I would not have done otherwise.

Senator McADOO. What do you mean by subcommittee o .five?
Mr. GRIMJ. Formed here by the Governors' committee in Wash.

ington in March.
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Senator McAooo. Formed by whom?
Mr. GRIMM. By request of the President of the United States.
Senator McAoo. Then you do not represent directly any organi-

zation of strippers?
Mr. GRIM. I represent the Governor of the State of Ohio and the

Independent Stripping Co. of Ohio, the Penn Grade Association,
and the Southern Ohio Oil & Gas Association. I am president of the
Southern Ohio Oil & Gas Association and a member of the Penn
Grade Association. I mention that to show how we are connected up
with the oil industry of the United States by furnishing that pre-
mium motor oil, and still we cannot pay our lifting cost to get that
oil to the top of the ground.

On May 9 in Ohio the oil dropped to 70 cents a barrel, and we
cannot expect to lift it under $2.

I want to quote part of President Roosevelt's speech to the Chain.
ber of Commerce of the United States on May 4, which is as follows:

I call your attention to what must be clear to all of us: That each and all
of you in your own units and your own industries are but an integral part of
a whole, and that our national economy must be expressed in terms of the
whole rather than in terms of the unit. * * * I ask that you have the
vision to lay aside special and selfish Interests to think of and act fori a well.
rounded national recovery.

We would like for you peolle to consider that we are all here to
try to work for national recovery of the oil business. We are not
here for our own selfish interest. We are asking ,ou people to try
to give us some legislation here to help the oil industry as a whole.

Senator McADOO. It is your idea you want legislation to let the
Government fix your price of oil per barrel?

Mr. GRIM. 9o. sir; I feel the price will take care of itself if the
production is regulated.

Senator McADoo. In other words, if you shut down California and
these other States, you will get the proper price.

Mr. GRIMM. No; I do not think California has been asked to shut
down production.

Senator McADoo. This provides for cutting down production
everywhere. The great bulk of your production was very high-grade
oil for lubricating purposes, was it not? You, therefore, do not come
into competition with other grades of oil that have not the lubricat-
ing constituents that your oil does.

Mr. GRiMiu. The gasoline in that oil comes out of it. an( we only
have 5,000 barrels of premium oil in our State where we have about
14,000 barrels of other oil.

Senator McADoo. The lubricating value of Pennsylvania oil is its
principal value?

Mr. Gitu113t. They have one vaduable lubricating oil. The refin-
eries take that and take tle gasoline from it.

Senator McAiwo. I know; but the prinutry value is that.
Mr. Gnjtu u. Yes. sir.
Senator McAnoo. About what percent of lubricating oil do you

have?
Mr. Giti'mm. The percent of lubricating oil recovered from Penn

grade is approximately 28 percent.
The CHAIRMAN. If you have a statement you want to file, you may

do so.
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Mr. GRIMM. I want to put it in the record; yes, sir. There is
only one thing here that I feel is important if we have to grant that
there is no overproduction and that the consumption can use up all
the production the flush pools can produce we are out of the pic-
ture-we are done. Now, then, we will all have to face this fact,
that all our men will have to be placed in other industries in a very
short time and those industries are already overloaded with their
own troubles. Where can our men find employment that they are
suitable forI How will they get into the picture I These industries
are all loaded now. That means that the Federal Government
through the relief projects started now, will have to take care oi
hundreds of thousands of men they never thought of.

I present the following statement for the record:
As representative of Gov. George White and of the O'1 & Gas Associations

of Ohio, I wish to submit for your serious consideration the following informal.
tion concerning the deplorable condition of the oil industry in our State.

There are more than 80,000 producing oil wells In Ohio. This is one ninth of
all the oil wells in the United States. The average production of these wells
is one half barrel per well daily.

There are about 330,000 producing oil wells in the) United States. Of this
number, 250,000 produce one halt barrel or less per well daily; 800,000 produce
less than 1 barrel ner day. Yet these "stripper wells" are the settled,
-dependable "backlog" of the oil industry.

Oil-well drilling in Ohio has nearly ceased due to the posted price--which is
now but one third of the cost of production. The well-drilling record of Ohio
is as follows:

Yar to o1 wols Gas wells Dry Perent

1930 ...................................... 1,936 683 I1 58 29.33
1931 ..................................... 2 1:0818 818 287 28.62
1932 ....................................... 200 287 202 29.06

As a result of prevailing conditions of the oil industry In Ohio, thousands
of high-paid workers are Idle. The demand for equipment such its belts, wire
cables, gas engines, tubing, lilne pipe, casing, tanks, and derricks, are prac-
tivally nl--this making otil;er thousands Idle. The State, county, aind town-
ships lose large sums In taxes, which in turn closes schools and other activities,
More than 2,000.000 acres of leases of oil and gas lands at $1 per acre bove
been surrendered, and this rental money paid the taxes of thouminds of fatrmers,
and these taxes are unpaid.

The principal cause of this crisis In the oil Industry is overproduction In tile
flush pools In western States. Bootleggers, proration violators, and tPPe sellers
of "hot oil" have caused demoralization In the Industry, all of which is
reflected by price cuts passed on to the producer, mo that ho cannot continue in
business much longer.

Tilto Nation and State havo taxed the products of a barrel of oil by con-
tinued steps until the suin total tax today Is more on eacl barrel of crude
than the producer is paid. This ttiX Is COllf.tlCtton an11d Conlsci liln causes
revolution. The point of ditlifnishing return has lolg since beett reached and
a lowering of taxes must be made. All taxes phced on oil products seem to
lower the price of crude oil.

The average lifting cost per barrel for this settled production il Ohio Is
about $2 per barrW,. and the, present stile pricv I. front .50 to 90 cents per
barrel.

Since 1020 the price of our oil called Pennsylvania Grade hs dropped
from $2.70 to.77 cents per barrel on May 9, 1932. Other grades are quoted
at a con ilerable less price.

The Texas delegation "oppose d to monopoly ", represented by Mr. Blalovk,
has complained hero to this committee that, inasmuch as the potenltin., flow of
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east Texas was estimated at 120,000,000 barrels per day (here I wish to say
that any experienced oilman would hesitate to mislead this committee with
such a statement), and the allowable production in east Texas about 800,000
barrels per day was only six tenths of 1 percent, that this small allowable
production amounted to a confiscation of their properties.

Now, gentlemen, I must say here in defense of the setted production of the
Eastern States, and in fact of all the States. that Mr. Blalock and the pro-
ducers he represents should consider our position when he complains about
Texas being able to produce only about 1,200,000 barrels per day, or 00 percent
of the total demand of oil. I might say here that the week ending May 20,
1938, according to the American Petroleum Institute's weekly summary, Texas
had a daily average production of 1,871,90 barrels, and the total daily average
demand, according to the Burou of Mines, was 2,431,000 barrels for the month
of March, which is the last report they have out. So Texas Is producing just
about 60 percent of the total demand. If any States have complaints about
confiscation, they are smaller producing States that have taken care of the
market demand for the last 73 years. If any properties are being confiscated,
they are these small producing properties in other States and not In Texas.

Gentlemen, the oilmen In general believed when we came hero in March,
at the request of the President, that we still live In a United States, anti
we still hope that Is so; but Texas--or I might say certain parties in
Texas--are not holding to this fundamental condition that should exist
in America. They seem to have no consideration for the rights of other
States and forget and Ignore the fact that oil-producing States with a
large consumption and small production, and States not producing any oil, have
purchased front Texas In 1028, 207,320,000 barrels; lit 1929, 290,876,000 barrels;
in 1030, 200,457,000 barrels; in 1031, 382,487,000 barrels; and in 1082, 811,.
000,000 barrels, except about 5 percent used by their own State. If the present
rate of production continues, they want us to absorb about 500,000,000 barrels
in 10-33, or 00 percent of all the market demand. This, gentlemten, is what
Mr. Blalock and his associates opposed to monopoly call confiscationn of
Texas properties."

Gentlemen, I want you to consider carefully the question of imports. If
these maJor companies are bringing In oil and giving American labor the
benefit of refining it here and exporting the major part of this oil, when they
could refine it at their foreign refineries, then Mr. Blalock or none of us
should have any complaint if these Imports are limited to 108,000 biarres per
day-the average of the last 0 months of 1032.

Now, granting that there Is no over-produetion itid thut the e.,nusumption is
more than the production and that the consumption will take eare of any
amount of production, as Mr. Blalock (.hdms, what then Is the matter that
the laws of supply andl demtud do not take care of the price. gentlemenn,
there must he an orerl)lroduethln, its our stotcks have Increased froim 1Tl.( t.-
000 barrels In 1017 to 535,514.000 barrels In iP2, then drereased to 434,151,000
barrels In 1932. Under present financial condttions. these stocks must he kept
down. Why should we soy that the major oil companies should store thiq
oil and pay a high price? if we must do away with monopoly, let the ones
opposed to monopoly store this oil.

These coiptinles purchased some of this tit high prices and some tit low
prices, and it cainot be clihned that It I,. not Anierican oil. SQ, there should
be some allowance for oil to coie out of storage.

As my nome was mentioned here Friday In it way that might question my
integrity with the small producers whom I have always represented, I walt
the right here to say that as one of theb Subcommittee of Five, we only made
certlinl suggestions to the Committee of FIftete, and I resent any IIiplihaltion
of nisrepresenttiotm that Mr. lloctk naty hIve given to this Committe. I
want to read and quote from the recouumentdaitions made by the Conmiltto
of Fifteen (whleh committee was formed at the governors oil conference
last March), and file In the record the whole report:

1 * * *.
"2. That the producing States can aid and assist in the following respects:

'(f) By reaching an agreement with each other on the total market demand
for crude petroleum and a proper allocation of this demand as between the
producing States.
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"No.-Pending a more complete study of the subject, the production in the
Unitd States should, for the time being, be limited to 2,000,000 barrels per
day, allocated as follows: Brel.

Texas ---------------------------------------------- 785,242
Oklahoma ------------------------------------------- 417.690
Kansas ---------------------------------------------- 93,86
California --------------------------------.. .......... 482,482
All other States .----------------------------------------- 270, 2TO

This, gentlemen, is the exact recommendation we made, and we did not
say that 2,000,000 barrels per day was the market demand, but that 2,000,000
barrels ier day would be sufcient, pending a more complete study of the
subject.

The small producers have exerted every effort to continue in the oil business
to save their properties and to keep their men employed, but we find it Im.
possible to continue any longer under the present low price for crude oil. Un-
less some legislation is enacted at tits session of Congress to give Immediate
relief, it will result In a complete shut-down of all small wells.

I would like to quote some parts cf articles by Mr. B. 0. Forbes, including
iart of President Ioo'evelt's speech to the United 4tites Chamber of Com-
merce on May 4, 19383:

By Mr. Forbes:
"American industry faces either a larger measure of political government or

a larger measure of self.government. Industry itself will decree which.
"' * * * Shall industry adopt self-government satisfactory to the Nation,

or shall it let matters drift from bad to worse and be subjected to radical
political government? I

"Thitt warning was published by the writer four years ago, li April 1029,
when everything, apparently, was booming beautifully.

"Again, fully 2 years agc, the writer warned:
"' Unless our leading capitalists and executives voluntarily bring about a

revolution of thought concerning the ultimate purpose and objectives of In.
dustry, a revolution may by and by be forced upon them.' • * *

"' Only a revolution In ambition and vision and aim can avert ultimate disaster
to our whole economic structure. Well being of the country, not merely well
being of the corporation must hereafter enter much more largely into the reckon-
lag. There must be ushered In a new conception of the raison d'etre of
industry.

"1 Industrialists must recognize that they have responsibilities beyond mere
money muiking, that on them more than on any other group devolves the respon-
sibility of creating national prosperity, an employed population, a higher stand-
ard of living, a more generous measure of leisure thn could I)osNibly be
attaintable under a Stalin or a Mussollni or a Norman Thomas. * * *"

"Industry, either too blind or too indIfferent, did nothing effective. Its
alleged national association, the United States Chamber of Commerce, proved
pathetically useless.

"Apparently it couldn't see the handwriting on the wall, notwithstanding
that that handwriting became starkly clear, starkly ominous.

"Compare the warning already quoted with what President Roosevelt im-
pressed upon the members of this same elamber on Thursday evening:

"' I call your attention to what must be clear to all of us: That each and all
of you lit your own units and your own Industries are but an Integral part of a
great whole and that our national economy must be expressed in terms of the
whole rather than in terms of the unit. * * * I ask that you have the
vision to loy aside special and selfish interests to think of and act for a well-
rounded national recovery.'

"There have been proffered a thousand explanations of how and why so much
distress has overtaken this country-the World War, insane speculation, exces.
Ave creation of securities, abnormal borrowing, etc.

"As I see it, the basic explanation, the basic reason is extremely simple, ex-
tremely plain; almost all of us become motivated by mercenary selfish-
ness. * * *

"Each was out for number one, each was perfectly willing that the devil
should take the hIndermost. Instead of 'each for all and all for each', each
thought wholly and solely of himself regardless of the consequences to others.

"Well, the Inevitable resulted namely trouble for all."
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We huve tried for 8 years to do awoy with the selfishness and disregura
to our neighbors' rights In the oil business and have arrived at the cross.
roais. Now Is the time for Texas and all of us to admit that we are only a
part of a great whole atd to lay aside our special and selfish interests and
work tr a national recovery in the oil Industry. Now Is the time to give a
rational measure of thought to the greatest number In the industry.

considerer what will happen If thousands of manll operators are forced out
of huIs'nsq. Their employees will have to he placed In other Industries, It they
could idu work In other Industries that they are Papahle of doing. As we
all know, most Industries are now overload!ed with their own troubles. So,
ultimately, these unemployed oil men, not being trained in any other line
of work, will have to be aided by some of the idluinistratIon's relief projects.

The oil-,onsuinng public will have to take (linnees on the fiusi pools sup.
plying their future neds and the Federal Government will stiffer an irreparable
loss in oil reserves that can never be economlally recovered.
Ho I iml)Iore you, gentlemen, to consider carefully our situation and not be

swayed by a few selfish interests in the industry. Give us some remedy by
special legislation so that the majority of the producers may get a price for
their product that will miuble theui t,, fsave their prolperties until tits emergency

ioeItespimt fully, 
1. . GRIMM,

Rproesentatiuv of (Iotxrpt' George Ii'hite of Ohio
and of the Oil an4 Gas Assototions of Ohio.

Senator CONNALLY. Mr. Seeligson is here and I want some time
for him to be heard.

The CHA.I MAN. All right, we will hear Mr. Arthur Seeligson now.

STATEMENT OF ARTHUR SEELIG ON, OF SAN ANTONIO, TEX.

Mr. SmiasoN. My home is in San Antonio Tex., but tor the past
8 years most of my time has been spent in 6 klahoma City. I am
appearing for myself as an independent producer and royalty owner,
an1(d also as the trustee, of the T. B. Slick estate, which estate has
production and royalties in Oklahoma, Texas, and Kansas.

The oil business bas suffered almost to the breaking point. The
principal reason has been lack of reasonable control of production
in Texas, Oklahoma, and California. This situation has necessarily
affected other branches of the oil industry.

Controlled production through adequate proration laws is sound
and equitable. Landowners and producers alike are entitled to their
ratable part of the production from any common source of supply.
Because of the nature of oil and gas any other method of produe.
tion would lead to such inequalities as to be unthinkable.

Controlled production will, in almost every case, increase the ulti-
mate recovery front any oil field. It is economically unsound to
produce oil in excess of the reasonable market or consumptive de-
maind. ''here can be no question but that the natural storage in the
ground is far superior to steel storage above the ground.

Oil today is )eing produced far under the cost of production.
Sixty thousand small pumping or so-called "strip p er" we Is in Texaf
and Oklahoma, producing approximately 200.00 barrels of oil a
day, are at stake. They, together with' the settled production in
other States, form the backbone of the oil industry. I)o not lose
sight of the fact that the flush 1)ools of today beeoinn, the settled
pools of tomorrow and must be preserved. VTnless there is some
Immediate improvement, these wells will have to be abandoned, and
once abandoned are lost forever.
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An adequate Federal law that will hold production to the consump.
tive demands and prevent the stealing of oil through its violation is
absolutely necessary.

One of the weak spots in the industry, as far as overproduction is
concerned has been the Oklahoma City pool. Having been in close
touch with the situation in that pool and thinking it might be of
help to you, I will give you the Oklahoma City picture as seen from
the viewpoint of the independent producer.

For 2 years 95 percent of the producers in the Oklahonm City field
have been fighting to hold production to the reasonable market de.
mnand and abide by the State profltion laws. Without this supreme
effort the oil industry would have been wrecked long before this.

This fight has been carried on in the face of inadequate, laws, lack
of full cooperation on the part of some of the purchasing companies,
and the thieving tactics of the small minority of producers who
desire to get special advantage for their own companies at the ex-
pense of their honest neighbors.

Few, if any, of those who have been overproducing their properties
are advocates of uncontrolled production. They want the other
owners prorated and a law such that will make it possible for then
to run their wells uncontrolled. No producer wants to sell his legiti-
mate part of the oil at a price under the market or below the cost of
production, but if he can overprodutce and get oil from his neighbor
he feels that he is just that much ahead and will sell it at any price.

The laws in Oklahoma and also in Texas have made this Possible.
The tactics of the racketeers, or those producing hot oil in the

Oklahoma City field has been revolting. Many of them have
reported only producing their legitimate allowable, having paid a
gross production tax on that amount, and later, through devious
means, have filed supplemental reports and taken care of the pay-
ment of additional taxes. Because of the small allowables, different
production practices, and the size of the wells, it has not been
possible even for offset owners to realize that overproduction was
taking place. Meters have been jimmied, by-passed, and oil run
without any method of accurate gages taken and no accounting rnde
to the royalty owners. This type of individual cannot be appealed
to and must be reached by law with such a penalty that he will not
dare run the risk of b-ein caught.

A good example of this is one concern in the Oklahoma City field
with a well located on a single city lot which overproduced its well
some 900,000 barrels before overproduction was discovered. The
surrounding wells will never be able to make up such nit amount
from their wells. The pressure on the entire area has been reduced
ond an irreparable damage done. That type of producer might
claim the oil business has been file and would naturally oppose any
chang in the present method of regulation. Some 12.,00.000 barrels
of oil have been overproduced in the Oklahoma City field during
the past year by not exceeding 10 violators who own less than 2
percent of the production.

All of the penalty features of the Oklahoma statute were knocked
out by court decisions. The corporation commission did not even
have 'the right to compel witnesses to file their reports and only
months later, through the reports of the tax commission, were the
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above irregularities discovered. Some producers have even ad.
mitted overproduction before the commission, insulted its members,
and the commission was helpless to act. The situation has been
deplorable and the commission helpless to proceed against the small
minority interests who have violated the law and the rights of their
neighbors.

Many wells in the Oklahoma City field could not get legitimate
connections. They saw the offset wells producing oil-and, in des-
peration, had to produce theirs and sell the oil under the market to
whatever purchaser they might find and at whatever price. This
situation has now been largely eliminated, but it was a factor in the
past and the seat of a part of the early troubles.

A few weeks ago a new proration law was passed in Oklahoma,
but sufficient time has not elapsed to see how it is going to work.
Texas and Oklahoma both have laws that provide for ratable taking,
the prevention of waste, and the limitation of production to market
demand. Imagine an independent producer wit production in three
States. Each with different laws, its own regulatory commissions.
and all sorts of rules and regulations. The regulatory bodies of each
States have felt that it was their duty to make the allowable for its
particular State high enough so that that State would not lose any
of its market. There is only a demand and market for so much oil
and each State, because of greed and the failure of its regulatory
bodies to cooperate with the other States, is unwilling to fit its pic.
tue into the whole picture. The result has been an overprodi.ltion
in all of the States of Texas, Oklahoma, and California, and the M
plete breakdown of the price structure in the oil industry. Theep .
means of remedying this situation is through governmenta,?q1t!
tion and with definite authority in some agency to allocate to-"Sbh
State its rightful part of the oil to be produced as conside-. d from
the standpoint of the entire Nation.

Don't let anyone tell you that it is the so-called "major com-
panies" who are sponsoring this special oil legislation. Some may
be for it, but as the present situation is a case of the survival of the
fittest, they are in a position to take care of themselves. I have no
uarrels with the larger companies and do not want to see their
ifficulties increased at this time. Certainly 25-cent oil is not hurting

them like it is us. It is the thousands of honest independent oil
producers and the thousandsoof landowners in Texas, Kansas, and
Oklahoma and California who are being ruined and are in need of
immediate help. I know what I am talking about because I am one
of them.

There are two types of opponents to control. One is the type
who wants to profit by a condition of chaos. If anyone tells you that
he or his interest has prospered by producing oil within the last year
you may rest assured that it has been because of the illegal taking
of oil at the expense of his honest neighbors. Check enrefully and
see if in each instance they themselves have not violated or repre.
sent interests who have violated the State proration laws, the rules
and regulations of the regulatory bodies of the State, and have
been active in opposing all kinds of restraint. Their plan is to con-
fuse, suggest delay, and offer nothing constructive for the solution
of the oil industry.

BEST AVAILABLE COPY
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There are others who are opposed to regulation because they have
nothing to lose one way or the other and are not rightly classified as
being oil men. I wish you gentlemen had the means of really know-
ing the truth and the sentiment. of the independent producers and
landowners. If you did you would find out as I know that the great
majority of this ranch of the industry wants the proposed special
Federal control oil bill, the Capper-Marland bill, and feel that it is
needed and without it there will soon be no independents left in the
business.

There is the other type who fears governmental cooperation be.
cause they are opposed to any governmental interference with busi.
ness and are also afraid to trust Government officials. My answer
is that we have ineffectual State regulation and what we need is
adequate Federal regulation. I hope and believe that we are going
to get some kind of Federal regulation, just as the other great indus-
tries of this country are going to be regulated so as to prevent a small
minority from wrecking them. The President said as much in his
last talk over the radio to the American people. If this is so the oil
industry should be favored with a law that will give it the best pos-
sible regulation, supervision, and assistance so that racketeering by
the small minorities can be stopped.

I am not an alarmist, but the situation is critical and calls for
immediate relief. I am an independent producer, also a royalty
owner. My situation is typical of that of thousands of others in
Texas, Olahoma, and Kansas. I appeal to you to give favorable
consideration to the special oil bill, the Capper-Marland bill now
before you for consideration.

Senator GoPz. I want to ask you a question. You have great
faith in adequate Federal supervision and control over the oil
industry.

Mr. Smiosox. Yes sir.
Senator GoRu The Federal Government has been controlling and

supervising the railroads for nearly half a century. It is your hope
that the conditions of the oil industry under Federal control will
be better than the railroads under Federal control, is it not?

Mr. SzzuIsOo;. I would answer you this way. I do not think it
could be any worse than it is under the ineffective control of States
today.

Senator Gom That is not an answer, but if you want it to go at
that, all right. The Federal Government has been supervising and
controlling national banking for the last 70 years. It is your belief
that the condition of the oil industry will be better under adequate
Federal control than the national banks, is it not?

Mr. Szwosox. I hope so.
Senator GoRL You not only have great hope of better conditions

under adequate Federal control, but you have hopes of obtaining
adequate Federal control?

Mr. Smuoso . I hope so.
Senator Goat. Is there anything in the inadequate Federal control

of railroads and the banks or anything else that justifies that faith?
Mr. SmuosoN. Well, we do not know what the situation might

have been without that control.
1? 260-83----17
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Senator Goau But It is as bad as the oil industry practically now.
You say there are 10 outlaw oil concerns that have been running oil
contrary to law?

Mr. SzzuosoN. Not eeedn 10.
Senator GoaR Has any of those 10 been adjudged by any public

tribunal to be outlawsI
Mr. SEmuosoN. They have admitted it; yes sir.
Senator Goi. Can you furnish a list o? those that admitted

themselves to be outlaws
Mr. Smrnosoil. I think I can give you some of those right now.
Senator Goiw. Those that have either admitted it or have been so

adjudged by some public tribunal.
Mr. SwtmosoN. The Chapman Refining Co.; Wilcox Oil & Gas

Co.; Marshall Oil Co., and Oils Inc.-they have been the principal
offenders, and there are some others that might have been.

Senator Gonz. They have either admitted it or have been ad-judged 1
Mr. Szuaosoz;. Yes, sir; they came before the commission and ad-

mitted it.
The CMAnRMAN. We will take a recess until 2 o'clock.
(Thereupon, at 12:40 p.m., the committee took a recess until 2

p.m.)
ArlER RECESS

(The hearing was resumed at 9 o'clock p.m., pursuant to recess.)
The CHAIRMAN. The committee will come to order. Mr. Titus,

we will hear you now.

STATEMENT I01 LOUS W I8-..Resu

Mr. Trrus. Mr. Chairman, we had hoped that Mr. Wirt Franklin
would be present at this time, but unfortunately he has himself met
the disaster which he has been fighting so valiantly to avoid for the
independent operators, and a receiver has been appointed for his
companies, and on account of that litigation he was not able to be
here today, and therefore he asked me to do what I could to take
his place.

I think it is important for us to get cleared up the question of the
market demand f6r oil, the production of oil, and where this element
Of storage enters into it.

My friend, Mr. Blalock, quite correctly stated the American market
demand for 1982 to have been 2,554,000 barrels per day. That is in
accordance with the Bureau of Mines report for 1982.

He also stated the domestic production to be 9,247,000, which is,
of course, correct; that is barrels per day. Then he subtracted one
from the other and arrive at the conclusion that there was an under-
production of 807,000 barrels per day.

Mr. Blalock unintentionally overlooked in his calculations the ir-
orts of oil into this country, which during the year 1982 amounted

4o about 200,000 barrels per day on the average, so that the real
underproduction for that year was 100,000 barrels per day, approxi-
mately.
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That of course, was done under severe proration both in the Okla-
homa City field, in Texas, in many fields, and under a modified sys-
ten of proration of the great flush pools of California. That is
reflected in the stock of oiFon hand at the end of 1982. At the end
of 1932 there was a total amount of oil in storage of 588,000,000
barrels, which was 88,000,000, approximately, less than the beginning
of that year. In other words in order to supply current consump-
tion, 100,000 barrels of oil per day were brought out of stock. That
left the storage at 588,000,000 barrels.

Now, it is important to see how this amount of storage compares
with other years. It. seems like a very excessive amount of storage.
It is a very large amount of oil. Going back to 1920, for example-
and I might say that I am reading figures which I have taken from
these Government bulletins which-I Have in front of me and which
I can refer to if anybody is interested in where to find the flgures-at the end of the ear 1920 the amount of oil in storage was 209,.
000 000 barrels. That increased from year to year quite regularly
and quite rapidly until 1929 when the peak amount of storage was
reached, and at the end of 1929 that storage had grown to 689,000,-
000 barrels. A perfectly staggering amount of oil.

Since 1929 it tas decreased in the 8 years, 1980, 1981, and 1982,
approximately 100,000,000 barrels for the 8 years, or, again, approxi-
mately 100,000 barrels of oil per day, which has been drawn out of
storage in order to supply current demand.

That does not mean, of course that the oil fields could not have
supplied that 100,000 barrels. They could have supplied that many
times over, but under this proration it was not supplied and the
100,000 barrels of oil per day was taken out of storage to meet
current demand.

That was a very good thing for the oil industry, to reduce storage
because that great -bock of storage is a terrible menace to the oil
industry. It is an injury to everybody. It is of interest to the
National Government because it creates waste. You cannot have
storage in large amounts without very large waste. I do not care
what kind of storage you have. You may have the best storage
there is, and yet the waste will be very considerable. The Govern-
ment has even issued a bulletin on the evaporation of petroleum in
steel storage and every other kind of storage. So it is a calamity
to the Government to have such an enormous amount of oil in
storage. It is bad for the major companies that have it in storage,
because they have their money tied up almost uselessly in this oil.
It represents hundreds of millions of dollars. Of course, they have
to invest the money in the storage itself, then in the oil to put in it,
and then in the loss whibh follows. It is not only the evaporation
loss. It is the fire loss, which is quite considerable. Lightning
strikes these tanks every once in a while, and large amounts of oil
tire destroyed in that way, which, of course, would not be destroyed
if the oil were loft underground. -

But the worst menace of all of this excessive storage is the threat
which the companies who have this storage can ho d over the in-
dustry. In other words, if oil gets to a fairly hih price, they can
stop buying oil from the independent producers who are there in
such large numbers today, and use the storage oil to meet the cur.
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rent demand, so that it is a menacing thing for the producer that
this tremendous amount of storage is on hand above ground, so I
cannot understand how any independent producer would not like
to see that menace removed by reducing that tremendous volume of
oil to a small reasonable amount.

Unfortunately, we were making headway during the last 8 years
in reducing that-not very rapidly, but 100,000 barrels per day-
but it was making headway in the right direction, until the tide
began.to turn, and oil is now being produced in such quantities as
to again be going irto storage very rapidly.

Here is a bulletin from the Bureau of Mines for the month of
March, this year, in which the statement is made that the total
storage oil was increased during the month of March by 8,114,004
barrels. In other words, during the month of March just past, in
spite of the proration which we have had, 261,000 barrels every day
went into storage. That means but one thing, that 261,000 barrels
of oil per day was produced in excess of wlfat the market would
take. That was in March, and that was at a time when the allow.
able froin east Texas was approximately 400,000 barrels per (lay.
Today that allowable from east Texas and the production from east
Texas under that order is 800,000 barrels per day, so it is just a
matter of figures. We know that every day more than 600,000
barrels of oil is going into storage. and it is going in at 25 cents
per barrel, and it is going to be piled up there as a threat and a
menace to the industry for a long time to come.

Senator KNo. That is to say, you believe when you produce a
little too much of shoes or clothes or anything else, iis a threat to
the industry I

Mr. rTs. It is; I think it is. I think it is a good deal like wheat
for the fanner. Whenever there is too much wheat the market
)rice goes down, and the Government thinks that is not a healthy
condition, and it has done everything it apparently could do to
raise the price of wheat so that the farmer could get a fair price.
I believe it is good sound business policy that anything useful pro.
duced should command a fair price.

Senator KINa. You want the Government to enter upon the same
philosophy in controlling economics in the oil business as it has
done with the farm bill under Mr. Hooverl

Mr. Trrus. I was thinking of the more recent farm bill Just
passed, Senator, where you actually pay the farmer for not raising
wheat, or pay him for not raising cotton. That is under the bill
you have just passed.

Senator KiNo. You think if one mistake is made in economics
and political science, there ought to be another one made?

Mr. Tnus. I am not sure that is a mistake. I am not sure that
waas necessary. I think perhaps it was, but I did not want to argue
that particular point.

Senator KiNo. All right.
Mr. TITus. But there is a great deal more reason for doing that

with oil than there is with wheat, for the wheat farmer, because if
a wheat farmer goes bankrupt and goes out of business, his farm
is still there, and some day somebody else can go on that farm and
raise wheat, but when these oil reserves are destroyed, nobody can
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go back and get them again. They are gone and gone forever, and
therefore I do say I think it would be a very short-sighted policy
for the National Government to permit this waste to go on at the
rate it is going now, when the inevitable result is the destruction
of at least one half the oil reserves of the United States.

Senator KING. isn't it a fact that the so-called big oil producers,
the Standard Oil, and those of like magnitude, are the primary pro.
tagonists of this measure, and that they have been the ones who have
leen doing more than anyone else to crush out the independents?

Mr. Trrus. I don't know.
Senator KiNG. Or to hurt the independents?
Mr. Tiris. Well, I don't know about that latter statement. If

there is any standard Oil Co. supporting this bill. I don't know it.
I totally fai to see any evidence of support by the Standard oil com-
panies. I should hope they would support.it. But so far as I have
ieen able to see there has not been one single particle of support

from any major company. On the contrary, I have seen a lot of
evidence of their fighting it, and that does not seem clear to me.

It has been stated here repeatedly by some of the opponents of thiJs
bill that it was favored by the Standard Oil Co. 1r challenge the
statement. I don't believe it is true. I am sure I know many of the
major companies are opposed to it. They want to fill up their stor-
age with 25-cent oil and turn it out on the public when it is $2. That
i pa rently would be their interest.

Senator, let me just say this. Continuance of the oil price below
the cost of production inevitably hands over the entire oil industry
of the United States to the major companies. You can't get away
from that proposition. The independents can produce oil for a little
while below cost of production. They can't last very long. They
are falling by the wayside every day.

Before you came in I called attention to the fact that Mr. Wirt
Franklin is one of those who has finally had to yield, and his prop.
erties are in the hands of a receiver. It is happening every day.
Every minute we sit here some other independent is going down the
way they all go when oil is sold below the cost of production. And
who survives? Nobody can survive except the major companies and
the well-fInanced companies. And so if there is any thought that
it is good policy for the United States to prevent a monopoly, there
is just one way to stop it, and that is to see that the price of oil is at
least the cost of production. Otherwise you cannot escape a monop.
oly. I don't care what you do.'Production in excess of market demand is a waste, not only of
the oil, but it destroys the independent producer, and it leads to
monopoly. It has those three features. We are asked to leave
it to the States-

Senator KINa. Just a momett. Isn't it a fact that 10, 15, 20
years ago, and from then on down until 1927, 1928, and 1929, large
producers, little by little, were absorbing the so-called independents I
They built their pipe lines, they built their large reservoirs, and a
monopoly existed largely, not only in production, but in distribu-
tion, and the independents took refuge behind the monopoly, behind
the big interests, and charged the .same price for the oil product,
for the crude, as well as the gasoline and other products, as were
charged by the so-called monojolists?

I.M
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Mr. Trrus. I have nothing particular to do with anybody except
producers. I don't know anything about refined products. I am
not familiar with the price of gasoline, and I don t know whether
what are called the independent refiners charged the same price
for gasoline as the others did or not. I know so far as the producer
is concerned he must take what the big companies will pay. He
can't get anything else. Whatever that price is, he has to take.
And of course there is some competition, I assume, amongst the big
major companies. There are quite a lot of them now, 10 or 15, and
how, much competition there is among them I don't know. I do
know this, the producer must take the price of oil they post for
him. He can't get anything else. And if that price is below the cost
of production, that is all he can get.

There is another feature I want to correct in the testimony which
was given Friday concerning the court decisions. I have the great-
eat respect for my friend. Mr. Blalock's ability as a lawyer, and in
other ways. He was in these cases, I think. My information is he
was in most of these cases he cited, representing the Railroad Com-
mission of the State of Texas. I am not sure that is correct, al-
though I have been so informed. It doesn't matter whether he was
or not.

Tho statement was made, and I think it was made without any
reservation, that the Federal courts in Texas had upset orders of
the railroad commission repeatedly, which they did but that they
had upset those orders upon the ground that the allowable for the
whole field of east Texas was too low, and that by reason of the
comparatively small allowable for the whole field that the court
struck down the order.

The first order which he has referred to and which was declared
unconstitutional as being confiscatory did allow 875,000 barrels per
day for the whole field. But what the railroad commission did was
to divide that equally amongst a number of wells, giving 40 or 45
barrels, or some other number of barrels, to each well irrespective
of whether the well was a large well or a small well, and the Federal
court said that that was confiscatory, because it took property away
from the man with a good well and gave it to the man with a poor
well.

At the time the first decision was rendered, the Peoples' Producers
case, there was a law in the State of Texas which positively pro.
hibited the railroad commission from taking into consideration mar.
ket demand. It was authorized to regulate production in order to
control waste, but it contained a positive injunction which prevented
the railroad commission from considering market demand in making
their order.

The court in that case said also that it was invalid for another
reason, and that was because the Railroad Commission did take into
consideration market demand, when the statute positive forbade
their doing so. So they struck down that order, just as M . Blalock
said, on two grounds; one was that it was contrary to the Texas
statute, because they based their order on market demand, when the
statute said they must not do that; second, it was invalid hi,,eaise it
had a flat allowable for all wells in the field, and for the two reasons
the court struck down the order.
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Mr. BLAwOx. Mr. Chairman, may I rise to a point of eisonalprivilege
Pele i U MA.What is itt
Mr. BLALOE. I have introduced in the record the decisions in the

three cases referred to. Since my statement with reference to what
the decisions hold is in question, I respectfully request that it be
referred to, to straighten it out.

The CHAMMAN. The committee will read the hearings and draw
their own conclusions.

Mr. Trrus. I do not question Mr. Blalock's statement as to what
the first decision held. J quoted him exactly. Mr. Blalock stated,
just as I have stated, that so far as the first decision, the court struck
it down on two grounds; one was it violated the statute, which pre-
vented them from taking into consideration market demand, and the
second was, the other ground, because it was a fiat allowable per well.

Now we come to the second decision, and this is the decision from
which I think Mr. Blalock clearly drew the wrong interpretation.
In the meantime before the second decision, the State legislature
had changed the law, and instead of forbidding the Railroad Com.
mission from taking into consideration market demand, it committed
them to take it into consideration. And the second decision came out
after the new law. This is the second decision I have here, which is
the same copy which Mr. Blalock put in the record this morning,
and this decision was not based upon the fact that there was a fiat
allowable of only 290,000 barrels, or any other amount.

There was no such basis for the decision. The court in the second
case decided it only on one point and that was that a fiat allowable
of so many barrels for each welt was confiscatory because it took
property away from the good well and gave it to the bad, and said
it was not necessary for them to consider the other features, because
on that ground and on that ground alone they were invalid. That is
perfectly obviously right on the face of the decision.

The statement was also made that there had been no decision of
any court upholding the proration of oil, limiting it to market
demand. The Champlain Refining Co. case in the %upreme Court
of the United States does do that very thing. In that case the Okla-
homa statute provided that the commission of that State-not the
railroad commission, but some other commission-should take into
consideration market demand and should limit production to market
demand, and that is what the commission did. .-That was challenged
by the Champlain Refining Co. on these constitutional grounds of
the State interfering with private property or taking property with.out due process, an.d the Champlain Reftning Co. ad a refiery,
pipeline. There wasn't a particle of waste in their taking their own
oil from their own wells as long as the wells would run. They could
open up their wells, run it through their own pipe line to their
refinery and refine it and sell it. There wasn't a drop of waste any-
where. And yet the Supreme Court said the order was valid which
limited their taking, although it did not wyste their own oil, because
the Supreme Court said if they ran their well wide open the neigh.
bors would do likewise and the result would be more oil in the
aggregate than the mariret would take, and whenever there is more
oil than the market will take, it goes into storage and inevitably waste
results.
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The Supreme Court sustained that order, so I must challenge
the statement that no court has yet sustained a market demand law.
That decision is found in the Supreme Court Reports, and I will
supply the reference for the record.

Now, Mr. Chairman, what hope is there for the oil industry, what
hope is there for the independent operator, if Congress will not
actI We have spen here that there is no possibility of the oil
operators getting together. Why some fight it and why some favor
it I cannot understand. I understand their difference in position.
It seems to me that any independent oil operator, unless he is
getting some advantage from somewhere, must be for a bill which
will save him from bankruptcy.

The statement was made, and I heard it correctly, I am sure,
that the great majority of the oil producers are making money
today. It just cannot be possible that anybody could really believe
you could make any money at 25 cents a barrel. It can't'be done.
and there is no use arguing about a point like that. We are headed
to destruction. We are on the way. Some of us are destroyed
already. Some will be destroyed next week. And it is just a cai'
of how long they can last.

California has no proration law. They have there a proration
by mutual arrangement, by mutual agreement. There is nothing com-
pulsory about it. It has no legal status. It may possibly be illegal;

don't know. But anyway they do that, and the production thereis held down rather, well, to market demand, simply by mutual
arrangement, nothing else. But any 1 of 20 companies can spoil
that situation tomorrow. The Standard of California, the Shell,
the Union, the Associated, any 1 of 20 more that I could name
could upset that whole thing tomorrow by simply saying, "We
won't do this any more." Wen what Tlien the oil resources of
the Nation are again to be wasted for the future.

What hope is there when one great oil-producing State will not
pass any law at all? And I think one of the witnesses testified this
morning it had been voted down overwhelmingly by the State, and
so it had. So there is no hope of getting any law in California.

In Texas we have a perfectly valid law. It has been held valid
and we have what is now termed to be a valid proration order, and
I think the statement concerning that order was perfectly correct,
that the court had held, concerning this order, which allows 800,000
barrels per day from east Texas, and I might say 1,400,000 barrels of
oil from the whole State of Texas per day, is a valid order.

But what good is a valid order if you are permitted to produce
so much oil that you are destroyed anyway? We might just as well
have no order at all.

And so we find the State of Texas opposing it in some respects.
The legislature went on record as opposing it. Mr. Blalock, the able
attorney who has represented the Railroad Commission in numerous
cases, comes here and opposes it, and you see other people opposing
this. Now, what hope is there in the States, if Texas can produce
1,400,000 barrels of oil per day? That is 60 percent of the entire
consumption of the United States. What becomes of California,
what becomes of Oklahoma, what becomes of Kansas, Arkansas,
louisilna, and all the rest of the oil.producing States? What is
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- left for them I California has been producing approximately450,0
per day, under the strictest proration. There are 9,W barrels. More
than the entire consumptive demand of the United States from those
three States alone. If Texas can take 60 percent or more of the
entire demand there is nothing left for the other oil States

You heard this morning that east Texas is destroying the wells up
in Ohio, they are shutting the wells down in Kansas, in Oklahoma,
in places, the smaller wells, so that that is the situation that con-
fronts us.

Is Congress impotent? Has it no power at allf Must it stand
by and see this great national asset wasted? Has the National
Government no interest in these oil reserves that are about to be
destroyed ? Must we sit idly by and let them go ?

Because if that is the theory, that the National Government is
impotent, then of course I see no hope at all for the independent oil
producer.

I will close with just this one thought, that here are three great
tragedies that are confronting us: First, and possibly foremost is
the tremendous waste of alF the supplies which are now being
utilized through the small well, what has been called here repeatedly
the stripper well. That waste is perfectly appalling. The statistics
here from the Bureau of Mines show that at least one half of all the
reserves of the United States are in fields of that character, and that
will all be destroyed. That is the first. Second, the independent-
oil producer cannot escape- if oil sells below the cost of production
for very long he is gone. This body of daring men who are in this
industry, and who would like to stay there vill all be eliminated,
and none can survive except the very large companies, very heavily
financed.

The third is, as corrolary to that, that it turns this industry over to
a complete and absolute monopoly. t

That is what we are facing and I certainly think Congress has
the power, and I hope it has die will to do something to prevent it.

The CRXAnzAN. Thank you.
Is Mr. McMillan in the audience?

STATEMENT OF HERBERT I. M ALLAN, LOS ANGELS, CALIF.

Mr. MCMn ;AW. Mr. Chairman and gentlemen of the committee,
I am an independent producer and connected with an independent
producing company the McMillan Petroleum Corporation, which
owns producing wells and refineries in the States of California,
Texas, and Arkansas.

I am not to be classed with that character of independents that
was described here this morning, who is opposed to this bill. In
the first place, I want to say that I am a conservationist. I am in
favor of conservation. I am opposed to confiscation, and confisca-
tion is what will result if this bill becomes a law.

As evidence of that fact, I was appointed the chairman of the
first committee that was ever appointed in the State of California
on conservation. For 2 solid years I devoted my entire time to con-
servation in the State of California. For 2 years I was president
of the California Oil & Gas Association, which includes every
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major company in California, and practically every independent.
company in the State of California.

The reasons advanced for this particular law which is now pro.
posed are that the oil men and the oil industry itself cannot govern
itself, and therefore it must have a law which will govern it.

I propose to show that that is not true. I propose to show the
difference, by experience, between operation under law and opera.
tion by the operators themselves under voluntary agreement.

The three great producing States in the Nation are California,
Texas, and Oklahoma. Two of those States, Texas and Oklahoma,
have been operating under a law, the proration law. Let us take
up the State of Texas first. There that law is administered by the
Railroad Commission. The Railroad Commission has entered order
after order, based upon the evidence of the expert witnesses, su.
plied by the major oil companies at their hearings, employes of t emajor oil companies, who are always at hand and ready to give
the evidence that is necessary to support their theories, whatever
they may be.

Senator CONNALLY. You don't mean to say the Railroad Commis-
sion does not hear any witnesses except those of the major companies,do you IMr. McMzuAN. No, sir; the Railroad Commission hears other
witnesses, but the independent producers are not in R position to
supply witnesses in great numbers and experts in great numbers like
the major companies are, and in addition to that they are not able
to create the propaganda that the major companies are constantly
creating and broadcasting throughout the country.

Every one of the orders that was entered by the Railroad Com.
mission was stricken down by the 8.judge Federal court except
the last one, and the last order was an order that was not based on
the evidence of the expert witnesses or the major companies but was
based upon the evidence that was deducted there by the independent
companies and just last week that order has been sustained.,

In the State of Texas the Governor of Texas called out the militia
and took possession of the properties in east Texas and compelled
the producers in east Texas to operate their wells under military law.
The 8-judge Federal court said he usurped power when he did that.
He was acting under the laws of Texa 2 as he assumed, at the time,
but the 3-judge Federal court finally enjoined him from keeping the
properties under martial law, from keeping his troops in there and
operating those properties.

Suit after suit has been brought in the State of Texas to secure
injunctions against the Railroad Commission and to secure injunc-
tions by the Railroad Commission against the operators. There has
been nothing but confusion and uncertainty in Texas in the produce.
tion of oil under the law of Texas until we have this final order.

We step over into Oklahoma and we find there practically the
same conditions have existed. There again the Governor of Okla.
honia called out the militia and placed ihem in charge of the prop.
erties, and numerous injunction suits were brought, just exactly the
same thing as occurred in Texas occurring there, and confusion
reigned there also, and, notwithstanding these laws which were
enacted to compel the operators to produce their wells as the law
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directed they should be produced, millions of barrels of excess oil
were produced in Texas and in Oklahoma.

Let us come to California. The last speaker aid they have no
law in California; they simply have a voluntary agreement. I was
one who helped frame that voluntary agreement in California, and
we have operated under that agreement ever since 1929. It is signed
by the operators of the State. They agreed. They appointed a
committee, and that committee has a chairman, and through the
operations of that committee the operations have been carried on in
the State of California. The Governor of the State of California
has never been called on to call out the troops in California under
that voluntary agreement. No court has been called upon to issue
any restraining order in the State of California against any operator
for violating that agreement, or operating in excess of the amount
that was fixed. There has been no confusion and no uncertainty in
the State of California and, on top of that, because we have a voun.
tary agreement, the independent operators in the State of California
halve something to say about the price that shall be paid for oil.
There isn't an independent operator in the State of Texas, not the
whole group of them, nor in the State of Oklahoma, and not the
whole group of them, who has one iota to say about the price that
shall be paid for his oil in that State. The price of oil in those
States is fixed by the Standard Oil Co. and the major companies, and
there is no way for the independent operator to go to them and say,
"You fix a reasonable price for your oil in this State or we will not
do what you want us to do."

In California they sit on one side of the table and the major
companies on the other side of the table, and they are able to say to
the major companies, "We want a living price for our oil, ani if
you give it to us we will see that we are curtailed properly."

Thie year that curtailment started in California we were producing
880,000 barrels per day. Today we are producing 470.000 barrels
per day. We produce in California that year- and put inoto storage
40,000,000 barrels of oil in excess of the market demand..63.000.000
barrels more than was produced in 1928, the previous year. The
following year. under voluntary--not under law-under voluntary
agreement of the operators, the production in California was 11..
000,000 barrels less than it was in 1928, before that went into effect.
and we have been drawing oil from storage- almost regularly in
California.

Mr. Titus used to live in California. but he left there and came to
Washington and is not familiar with the conditions out there.

We will take the record, and you will find that there has been
more conservation, more curtailment, more saving in the State of
California under voluntary agreement than in either the State of
Texas or Oklahoma where they have had a law. There isn't the great
dissatisfaction existing in that State that exists in Texas and
Oklahoma.

Another thing, in Texas, under the orders of the commission, in
east Texas, wells that were capable of producing 40,000 barrels per
day were permitted to produce 40 barrels per day, and at the same
time, under the order of the commission, in southern Texas, in a
field that was owned by the major companies, those major companies
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were permitted to produce from 1,500 to 2,000 barrels per well per
day']hat is an inequity, an unfairness that cannot exist in California

under voluntary agreement. They wouldn't stand for it a minute,
and the major companies know that. We persuaded them in Cali.
-fornia to so arrange their curtailment there that they would secure
first the potential of every well in the State, and thereby the aggre.
gate amount of oil per day that would be produced by all the wells
in California; then ascertain what the market demand was, and with
-those figure determine the percentage of cut to be made in the
wells, and ti.. percentage of cut was uniform from one end of the
'State to the other. Every well was curtailed exactly on the same
percentage. That is under voluntary agreement. But under the
jaw, Senator Connally, in your State they haven't done that.

Senator Knio. What is there to prevent the operators in Texas
from adopting what seems to be, from your statement, a very sound
policy I

Senator CONNALLY. The operators.
Mr. McMILLAN. Well, the operators, yes; but the operators could

get together. But I say the operators of Oklahoma and Texas would
have been far better off if they had followed the same steps as we
have followed, and they would be far better satisfied.

Senator KiNG. Would the State of Texas have the authority under
its police power to enforce equitable regulation in the matter of
production I

Mr. MCMILLAN. Yes.
Senator KING. As a lawyer, I ask you that.
Mr. McMnuiN. Yes.
Senator KINo. Then why hasn't the State of Texas, if there are

these inequities and injustices which Mr. Titus has referred to,
enacted a statute of that kind I

Mr. McMztmN. They have enacted a statute in Texas which is pri-
manly intended to prevent waste, and later on it was amended, as
Mr. Titus said, to take in the market conditions also. But it must
be based on waste. Now, then, the experts of the major companies
come in, and they say that east Texas, which is the biggest field in
the world, that you would permit great waste if you permitted those
wells to produce more than 40 barrels a day; but down here in
southern Texps, "where we own the property, there would be no
waste committed if you permit us to produce 1,500 or 2,000 barrels
per day."

Thai is the reason those inequities exist.
Let me tell you another thing about what has happened in your

State. Senator Connally, acting under the law, because of the way
in which this law has been administered in your State, the major
companies. and the big companies-

Senator CONNALLY. It hasn't really been administered until this
last order was upheld, has it?

Mr. McMILLAN. No; I don't think it has, but there has been a
kind of administration.

Senator CONALLY. Because the courts have struck down two
orders.
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Mr. MCMILLAN. But there was an attempt to administer it before
the court decided that.

Senator CONNALLY. Yes; they* had martial law. It was declared
unconstitutional by the Supreme Court.

Mr. McMiLLA. Mr. Titus says if this bill passes the independents
inay kiss good-bye to the oil industry.

Senator COZNALLY. I am sorry I didn't hear Mr. Titus. I heard
him the other day, but I judge he made another speech today.

Mr. MCMILLAN. He did. -When the east Texas field was discov-
(,red, the ma or oil companies, whose experts said no oil existed in
that ground, held and owned less than 1 percent of that field. After
all of this confusion and consternation and oppression, and as the
three-judge Federal court said, confiscation of property in the east
Texas fie d, independent after independent has been driven out and
compelled to sell his property. Sell it? No. To give it away at
a sacrifice, until today the major companies and the big companies.
own 80 percent of the fields.

You tell me that the big companies are not trying to drive the
independents out. I could give you evidence, concrete evidence,
absolutely demonstrating and proving that the major companies are
after the little independents and trying to drive them out of the
oil business, and when Mr. Titus told you the major companies are
not for this bill, I tell you, as one who worked with the major com-
panies and the independents in California for 2 years that every
major company in the United States is hoping that this becomes
a law.

Senator GEORG. Do you refer to the Capper bill?
Mr. MCMILLAN. I refer to the bill which will give to the Federal

Government the control of the oil industry under a dictator.
Senator GEonoRE. I presume you are referring to the Capper bill,

which is offered as an amendment to this general industries recovery
bill here ?

Mr. MCMn-Tw. Yes.
Senator Gzoriz. Of course, the general bill itself provides for fair

trade agreements in all industries.
Mr. MOMILLAN. Fair trade agreements. Let me tell you how

that operates.
Senator CONNALLY. The Senator is trying to get at the fact of

whether you are referring to this Capper-Marland bill.
Senator GEORGE. I wondered if you were referring to this bill

which is offered as an amendment to the bill which we really have
before us.

Senator KINo. Which bill are you referring to?
Mr. MCMILLAN. I am referring to both of them. My position is

against any interference by the Federal Government in the oil
".idustry whatsoever.

Senator CONNALLY. Would you object to a statute preventing
shiPments of any oil produced in violation of State orders f

Mr. MCMILLAN. Yes, sir. Once you open the door and let the
Federal Government in they will come in and take possession- of it.

You talked about a Federal code providing for fixing prices of
oil. Let me tell you how it operates. The Federal Trade Commis-
sion authorized the oil companies to enter into an agreement cen6
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Corning the fairness of operation, of contract, and so forth. We,
as a small independent company, desiring to play ball foolishly
became a party to that agreement, the McMillan Petroleum Cor-
poration. Every one of these independent refining companies is out
for business, and they go here and.they .go there, and they get con-
tracts with the owners of the stations, in order that their oil may
be sold and distributed through that station. We had many con-
tracts. We had people coming to us that wanted to sell our oil and
sell our gasoline. We asked whether or not they had any contract
with any of the major companies. They told us no. We were then
at liberty to go in and contract with those people. In more than
100 cases, after we had made those contracts, not knowing that there
was any contract with a major company, we had the major com-
panies write letters to us, and we have them in our files today, telling
us that they had a contract with that station, and that we had
violated the Federal code.

Well, we looked into it. What did we flndI We found that a
contract had existed there for a number of years, a term contract,
5, 6, or 7 years, but the independent service station owner, being
dissatisfied with the major company, had broken its relations with
the major company, and refused to sell his product. The major
company could not do anything, except take him into court and
recover a judgment. If he recovered a judgment, he would not
get anything.

So, we went to them and said, "Here, this man will not do busi-
ness with you, and if we get out of this station, some of these other
people will come in who are not members of this code, and they
will sell gasoline at a cut-rate figure."

But notwithstanding that, we were compelled by the major com-
panies to give up those several hundred contracts. The major
companies -did not get them back, and they went into the hands
of people who sold gasoline and permitted it to be sold on the
market at cut-rate figures. That is the way your codes operate.

And if you adopt this law, and have a dictator, we are going to
get some of the same kind of medicine before we get through.They want to establish a unit basis of operation. That is, you
have a property and a great number of wells, and all of them are
operated by one person one concern.

Your attention has been called to the fact that in the United
States of America gasoline is sold at a smaller figure than in any
other country in the entire world. Why is that? There is just one
reason for it. It is not because of the major oil companies. It is
because of the independent refining companies who present competi-
tion to the major companies, and without those independents there
is no competition in the United States market. If you remove the
independents from the field, you will be paying the same price that
thee other people are paying in foreign countries, more than double
the amount you are paying for your gasoline.

* The independent refiner must exist for the benefit of the public, if
for no other reason. Forget all about his right to do business under
the American flag. He must get his oil, and if you establish a unit
basis he will not get one drop of oil out of that field that is controlled
under the unit basis. The major oil companies will get it all.
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Of all the fields we have in the United States today operated under
the unit basis there is only one operator selling oil to an independent
refiner, and he is sitting in the court room here today, and he is the
largest independent oil producer in the State of California, and
absolutely opposed to the adoption of this bill.

The CHAIMAN. Is that about all, Mr. McMillan?
Mr. McMIUAN. One or two very short matters and I will be

through. If you do adopt this law, ihen it cannot become effective to
any great extent unless you get legislation from the oil-producing
States to help administer it, because it will be an invasion of Stateri hts.

ioth branches of the present session of the Legislature of Texas

have adopted resolutions saying they are absolutely opposed to it.
In the senate that vote was almost unanimous, and the majority was
overwhelming in the house of representatives.

In California the major companies drew and presented a bill simi-
lar to the Texas bill and procured its adoption by a majority of 1
vote in the senate. In the Legislature of California that is what
happened, and as you have been told, the independents filed a peti-
tion in referendum, and although the major companies spent tre-
mendous sums of money, and sent out, not bags but truckloads of
letters. I saw them go out, because they were right next door to my
office.

They had a whole row of offices there, and they had over 200 em-
ployees typewriting letters, which were sent out throughout the State
of California to the voters of California, asking them to sustainthis
law. They procured, by reason of their power, the newspapers to
back them. -They procured the bankers to back them, and the large
merchants to back them. They even had Governor Murray, of Okla-
homa, and Governor Sterling, of Texas, and our own governor in
California, to address the voters of California and urge them to vote
in favor of the adoption of that bill. But the independents, through
the radio-thank God for the radio-we could get to them, and we
told the people of California the simple facts, and when the votes
were counted we beat it by a vote of 8/ to 1.

Now, if you please, under those conditions how could you expect
to secure the necessary State legislation in dalifornia and in Texas
to support this bill and back it up ?

Just two more things, if you will permit me. What is the need
of the lawI You have been told about the storage. A great deal
has been said about this storage. I don't know whether you have
been told, but this is the fact, that nearly half, more than one third
of this storage, 490,000 barrels, is not fit for anything except for road
purposes and to make asphaltum.

Senator KINo. So deteriorated in quality?
Mr. McMiwAN. Surely, and a great quantity of it was low-grade

oil when they put it in there. .
Here is another thing; the major companies have got no right to

squeal, if I may use that word, because they are compelled to carry
this great storage. They are the ones that bought it, and they bought
it at low prices and filled up their tanks, hoping and expecting that
when the price of oil went up they would dispose of it.

Senator KINo. At high prices?
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Mr. Mcmu. At high prices.
Another thing, I don't know whether you have been told this, but

the American P troleum Institute and every major company says
that every oil company, and the oil industry itself must have at
least 90 days' production above ground in order to be certain that
nothing will happen that will be damaging to the oil industry.

Now, 90 days of that storage oil would consume one half of it, and
a weat portionn of the other half of it is no good for refinery purposes.

o, w y cry about the storage I
Now, we have been operating for 2 or 8 years for conservation,

curtailment proration. When we started we had fields in Oklahoma
we had fields in Texas, we had fields in California, almost any one oi
which could produce all of the oil that the United States demanded
for a given period of time, but since that time the production has
gone off on these fields, and today you have left only two fields-and
all of the big companies and little companies will admit this--only
two fields left in the United States that can be classed, as they put it
as a menace or dangerous field. That is the Kettleman Hills anc
east Texas fields. Now, Kettleman Hills is bound up by a long-time
written agreement to which the United States Government is a party
by consent of the United States Senate, and so there is no chance ol
IKettleman Hills ever becoming dangerous to the oil industry. That
eliminates Kettleman Hills.

Then we come to east Texas, and this oil that has increased the
storage in March comes out of the east Texas field. All the engi-
neers tell us that within 90 days we must standardize the east Texas
field. That is, the pumping equipment. Why? Because the pres-
sure is rapidly going. In other words the danger of the field is
rapidly passing out of the picture. Ana if you open up east Texas
field for 60 consecutive days the danger would be entirely gone.
So there is no reason whatsoever for calling the American Govern-
ment into the oil industry at this time.

Just one more thing and I am through, and it will take just a
moment. There was a party appeared before you here this morning
seeking an amendment to the law which would enable the farmers,
who own oil properties, to borrow money from the United States
Government. Curtailment is a result of the request of the United
States Government for conservation, and throughout the years of
curtailment every law that has been passed, ever agreement that
has been entered into, has been entered into with theargument that
this is one of the great valuable mineral resources of this country
particularly valuable to the Government in times of war, and "We
must conserve it and keep it from being wasted." And many oper-
ators have entered into these agreements because of that request,
and many of the laws have been passed because of that request.

You have provided for helping the farmers, because they are
helpless; you have provided for helping the bankers, the little home
owner, stockmen, and various others. None of those have done
anything at the request of the United States Government. When
these people voluntarily reduced their production they reduced and
curtailed their income, and many of them are in bad financial con-
dition at the present time, and that is one reason why some of
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them have been compelled to produce excess oil in order to get
money to pay off the indebtedness on their property.

Many of those in the east Texas field have not yet been able to
pay for their property. Many of them do not know where they are
going to get the money. It costs about $4,000 a well, or in other
words $ 8.000,000 to standardize the east Texas field, and I say you
should provide the means whereby these operators can come to the
United States Government, these men who have done what the
United States Government has requested, and enable therp to borrow
money from the United States Government. Certainly the security
which they can offer cannot be questioned.

I thank you, gentlemen.
The CHAMMAN;. Thank you very much.
Mr. Zook.

STATEMENT OF RALPHj 1. ZOOX RPEn TinG TIE GOVERNOR
OF PENNSYLVANI AND THE FENNSYLVANIA GRADE CRUDE
OIL ASSOCIATION

Mr. Zoox. Mr. Chairman and gentlemen of the committee; I rep-
resent the Governor of Pennsylvania, and the Pennsylvania Grade
Crude Oil Association, composed of 400 producers- 30 of the 39
refineries running Pennsylvania oil, and some 500 marketers through-
out the United States.

The Pennsylvania grade oil produced in western New York, west.
ern Pennsylvania, West Virginia, and Ohio, has some 81,000 acres
of productive territory, and we have 126,000 wells.

The point I wish to bring to your attention is the United States
Tariff Commission's report no. 30, "Average Cost of Producing Oil
in the Different Producing States of the United States for the Years
!927 to 1930," and the statement that the Pennsylvania grade oil
industry is losing at the rate of $1.25 per barrel on every barrel of
oil they produce today, or at the rate of about $25,000,000 per year.

Second, the statement was made this morning that oil has been
withdrawn from storage for the east 5 years, and I call your atten-
tion to the fact that Bradford district crude during those 5 years,
brought $2.76 per barrel, and the average through all the United
States during that period was $1.04 per barrel, and we would be
ver glad to operate under those conditions. '
Right now we iet $1.37 per barrel for our Bradford district crude,

and the average in the United States is around 50 cents per barrel.
To correct any impression that the Pennsylvania grade oil is not

in competition 'With other crudes, I have a graph I would like to
submit as evidence, if it is possible to submit a graph.

The CHAIRMAN. Very well.
(The graph is as follows:)

17260-33-19

269



NATIONAL INDUSTRIAL RECOVERY

60000- &M DOW-Mb PiO. GAftq*-&-

7Z= 'lVI *11,

.7 M.

. .... .... 
...

Oro .... ...

.... ... .... ..

... .... .... ...

"Lee :n!: 1::.. A
.. .... ....

Hit

tt! IT:

IT:: t:A'
. .... .... .. . .... ...

IT 1.5 :14T 33U M. " is

.... .... ...

I. H I=*: 3:4 7 -9w 5- E.pfoca. 00- ~-OWMADORT 640000 64 04"wU^q& woe &^It

270



NATIONAL INDUSTRIAL RECOVERY

Mr. Zoo. This graph shows the price relationship between Brad.
ford district grade and mid-continent crude.

East Texas crude supplies the gasoline that comes to our Atlantic
seaboard and which sets the price of gasoline in western Pennsyl.
vania. It is refined on seaboard, or in the Gulf, shipped back into
western Pennsylvania, either by barges or pipe lines, and sets the
market for our product, the principal amount of our product.

Probably 15 gallons of gasoline is made by each barrel of the
Pennsylvania grade crude and this is in direct competition with the
gasoline made from east Texas crude.

Our industry cannot exist under present conditions. Losing $1.25
a barrel, it is just a question of days. Some of our producers can't
even get sufficient money to pay for new casings to put in their wells.
They have to abandon their wells, let the water in, and walk away.
It is not a case of coming back and resurrecting their property. If
they walk away from it, f0 chances to 1 it is ruined.

I am not saying what the committee should do, but I am telling
you the Pennsylvania industry is in this deplorable condition, and
it cannot longer exist.

The CHAIRMAN. That finishes the oil business. I have here a tele.
gram from Mr. Franklin which I will put in the record.

(The telegram is as follows:)
Ozuom Cm , OxzL, May 89, 1988.

Senator PAT HaisoN,
Chairman Foanoee oommittee, Uited states enate:

On behalf great body independent oil producers wish to urge inclusion In
general Industries recovery act of Secretary Ickes oil-control bill under which
principnl oil-producing States may coordinate production of oil and bring about
balance between production and consumption, with the Secretaiy acting as
umpire to protect corelative rights of States In market demand, the corelative
rights of different pools within States In the allocations made within the
States, and protect corelative rights of Individual operators within the several
pools. Fully 00 percent all independents and '5 percent all major companies
are supporting this action as only means to end destructive practices which
have brought oil industry to complete ruin, and Impoverishing ol-producog
States, threatening whole business and banking structure. most without
exception opponents this measure will be found to be those who have violated
State conservntiuon inw and profited from chaotic conditions thereby created
by producing and selling in Interstate commerce more than their lawful

llowable under State statutes and orders. I su rigid oross4zamination of
those appearing before committee In opposition to this measure to verIfy
vorrectness above statement. Terms general recovery act nsuficlent bring
about proper corrective measure owing to peculiar problems of oil industry,
especially In production where drainage problems between leases oem, and
where 1 percent of producers In any pool or any State, If unretrained, can
compel flood of production destructive to entire market conditions, not only
In United States bul: throughout world. 011 Is as much different from general
Industry as agriculture, as shown by experience in attempts made by States
to bring order during last 4 years. I have been In Washington urging special
legislation for oil industry since May 8, but was compelled to return home
lust Thursday when my companies, Wirt Franklin Petroleum Corporation and
Cromwell Franklin Oil Co., were thrown In hands of receiver as direct result
of chaotic conditions which Secretary Ickes' bill aimed to correct. Regret
on account thereof my Inability appear in person before committee. Please
give us protetion which only Federal Government able to give.

President Independent Petroleum AIooRYm of Amim.
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OvAn miT SuvznMW ey RAL&I T. ZooK, Hzuicu PA.

As representative of the Governor of the State of Pennsylvania, and as
president of the Pennsylvania Grade Crude Oil Association, an organisation
composed of 400 producers, 80 of the 89 refineries running Pennsylvania grade
oil, and 50 Jobbers throughout the United States. I wish to submit the following
information for the consideration of the committee.

The Pennsylvania grade crude oil is produced in the western part of New
York State, western Pennsylvania, western West Virginia and eastern Ohio,
throughout a territory consisting of approximately 170,00 acres, and from
146,000 of the total 800,000 settled producing wells of the United States.

The United States Tariff Commission, in a survey under Report No. 80, second
series, determined the cost of producing oil In the various oil-producing States
of the Unted States and which developed the following average costs. With
this cost, and in the second column is shown the present market price for
Pennsylvania grade oil In the different States:

Present
Averae market
out, al .price

grade

Ohio I.......................... ....... ...................... *..... *2.00 eom go
West Virina ................................................................... 21 1.0

Inoluds all of Olio, tart of whioh is not Pennslvania grade oil. The OhlloPennsylvanis Grade Oil
Producers Associtson a [mate the out o producing Pennylvania grade at well above $3 per barrel.

A comparison of the average cost with the present market price shows
clearly a deplorable condition in the Pennsylvania oil industry. Tire present
market price is less than 50 percent of that needed to maintain the production
of this area and shows the Pennsylvania producing industry losing at the rate
of over $25,000,000 yearly.I Refineries running on Pennsylvania grade oil are not economically equipped
to refine other grades of crude and a continuation of the present destructive
prices will mean the eventual elimination of the Pennsylvania producer and
in time the refiner and marketer.

Attention was called this morning to the condition of the oil Industry of the
United States during the past 5 years and it was shown that drafts on crude
stocks had taken place during that time. During this period the average price
for the Pennsylvania grade area was approximately $2.50 and for the entire
United States $1.04. Iam sure any of us would be glad to operate under
these prices compared with the present werage price for Pennsylvania grade
oil of $.15 per barrel and for the entire United States approximately 40 cents
per barrel. Conditions during the past 5 years are entirely different from
conditions today when the State of Texas alone is producing 1,400,000 barrels
sr day, over 50 percent of the total for the United States and approximately

percent of the necessary amount to supply market demands.
Fifteen gallons from each barrel of Pennsylvania grade oil comes in direct

competition with gasoline made from east Texas crude, whether it is refined at
Gulf points or shipped to the Atlantic seaboard and refined there. One of the
major companies has established within the past few weeks a tank-wagon
price for gasoline based on gasoline f.o.b. steamers Gulf ports, plus transporta-
tion and overhead to the different retail districts throughout the eastern part
of the United States. This gasoline comes into direct competition with that
made from Pennsylvania grade oil and determines the market price for 15
gallons of every barrel of Pennsylvania grade oil and to substantiate the price
relationship between Bradford and mid-continent or east Texas crude, the
attached graph is submitted which shows the price relationship from the years
1918 to date and these lines closely parallel one another. The figures from
which the attached graph was compiled are shown on the data sheet at the-
end of this brief.
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It is not for me to suggest the decision of the committee but to make the

statement that under present conditions the Pennsylvania producing industry
and later the refiners and marketers will become annihilated and take with it
the banks, supply stores, merchants, and allied interest In the area covering
western New York State, western Pennsylvania, West Virginia, and south.
eastern Ohio, and we ask that you consider that an emergency exists. It is a
question of a short time before producers do not have sufficient income to
repair leaky casing. wells are abandoned, and water comes In which forever
eliminates the possibility of again producing oil from these wells. Under
present prices the Pennsylvania producer's days are numbered.

Price relaffonehfp Oklahoma crude 31 grade atid Bradford *rude

Bradford Ok. Was orOcent
hemsl $nfe om Ola

1911 ............. ........................... .1.31 $0. t .07
1912...............................16 6

1918................. .................... .. 46 .94 1.52 "1
1914 ......................................... 1.87 .7 1.11 946
1918 ...................................... 1.70 .60 1.10 988
1916... .... *so........ ............ 0.........2.511 1.96 1.38 10"
1917 ................................................ 2 1.81 1.44 179
1918 .................................................. 8.07 & 29 . ISO
1919.................................................... 0 4.12 &. I 1.64 18
1920..... ............................... .. 07 8.42 2.68 174
1921 .................................... 8. 33 1.6 1.66 202
1922............... ....................... 0 & g .10 1.80 t
192................................. & 33 1. 8 1.77 218
1924......................................870 1.63 2.07 227
1926 ............................... ............... . 1.87 1.89 901
1926............ ...... ... ...... ........ ... 8. 77 &.13 1.64
1927 ................... *... ........... *... .... 8.18i 1.38 1.78

192 ..................... ....o*... .8.L86 1381 &.06 W
1930 ....................................................... 2. 60 1.23 1.37 211
1931 ........................................ 2. & 0 68 ,39 321
1932 .............................................. 1.88 .88 1.00 214

1911-W0 from National Petroleum News; letter of Apr. 1, 1968.
128--32 from Oil and Gas Journal, Feb. 23, 1938, p. 55.

STATEMENT OP IAMES A. EMERY, REPRESNTING TIM NATIONAL
AO00IATION 0P MANWACTUR

Mr. EMerY. Mr. Chairman and gentlemen of the committee, so fat
your attention has been given to a special measure with relation to
the control of oil. I beg to address the committee upon the general
control bill, which I trust will receive such consideration as this very
i portant but special problem you have had under consideration.To conserve your time I have been asked to appear on behalf of
representatives of local Atate and national industrial trade associa-
tions, representing primarily about 56,000 manufacturers in all forms
of manufacturing industry throughout the United States. and em.
playing about one half of those engaged in such employment.

They have been engaged in a continuing study of the pending
control measure through a standing committee of some 50 repre-
sentative industrialists, and have continued this analysis as the meas-
ure developed. They have endeavored to formulate and present their
views as opportunity afforded and information was obtained with
respect to the form which the legislation was assuming.

They have full faith in the gooa will and fairness of the President.
They agree with the objectives to be obtained. They respectfully
doubt the soundness and practicality of some of the methods and
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means suggested to successfully execute the objectives of the policies
stated. They welcome the spirit in which the President proposes a
"partnership with industry-', but as one of the partners invited,
they believe it both a right and a duty to lay before this committee,
charged with a heavy responsibility suggestions which they believe
vital to the successful operation of the plan.

It is within your power to impose drastic regulation affecting
every manufacturing organization and the lives and employment of
every employer any employees within it, and that vast body of the
American people whom their operations affect. But, unless it be.
soundly conceived, it will operate to both economic and political
injury.

e ask you, therefore, to note the terms and operating effect. of
!this proposal now before you in the form of both the House and
,the Senate bills:

First. These measures aim to create conditions that will put back
to work and retain therein at better prices of pay the largest possible
number of our people. To this end the measure purports to grant a
new measure of self-organization for cooperation in industry that
will set up codes of fair competitive practice, controlling the deadly
downward spiral of prices and wages resulting in cut-throat com-
petition for survival, which has completely demoralized the normal
exchange of goods and services among our population.

To execute the policy outlined, the President, in his discretion,
may establish such agencies, appoint such representatives as he
chooses, and delegate to them the vast powers conferred upon him.

Our confidence in his good faith and fairness tlat causes us to
believe that the Administration creed will be fair and sympathetic.
But perceiving the colossal nature of the task, the necessity for ex-
perience, information and judgment with respect to every detail
of a highly complex and varied industrial organization, we doubt
if such vast powers can be successfully administrated by a single
administrator. He should have at his elbow an advisory group,
small in number but representing all the elements to be coordinated.
We conducted a great war under such a plan which conferred not
upon one administrator, but upon a liaison of cabinet officers and
representative elements of business and labor the duty of planning
and coordination. Enjoying both the confidence of the adminis-
tration and the business of the country, they carried to successful
execution a colossal program of organization. If we required such
organization then, with but a single problem, at the l)eak of our
wealth, we need it more now with a shrunken capital, diminished in-
come, many problems, and the need of the best experience, the high-
est intelligence and the most complete cooperation between all the
elements of American society.

Second. We are convinced that it is essential to the success of the
plan proposed that there should be ample executive authority to con-
trol or, if necessary, embargo imports. This becomes evident if we
consider the effects which the proposal is intended to accomplish.
It is aimed to increase wages, shorten hours, and in cooperation with
other measures, raises the level of commodity prices. This inevitably
increases the unit cost of production. To the extent that this is
accomplished, it will obviously place domestic industry in a competi-
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tive disadvantage with foreign producers, particularly in the debased
currency countries. To the exact extent that such conditions divert
the increased consuming Dower that we anticipate away from pro.
duction, it will immediately react to stagnate reemployment or cause
under employment by diminishing the domestic consumption of the
products of American agriculture and industry.

The power suggested would be employed only in the discretion
of the Executive. Nor will it lessen his authority for international
negotiation. On the contrary, it is strengthened. This is evi-
dent from the fact that, in section 202, title II of the public works
section of this bill, the President is authorized to employ funds to
bring our Navy to full treaty strength, motorize our military forces,
and increase our air power. The exercise of this discretionary
authority rests upon the outcome of the disarmament conference.

Section 8-and here, if I may, I would like to suggest an amend-
ment which we offer with respect to that section. We suggest the
following additional subsection to section 8 of this bill:

If any labor organization or any trade or industrial organization, associa-
tion, or group, which has complied with the provisions of this title, or any
person, shall make complaint to the President that any commodities, articles,
or materials are being imported into the United States, and that such importa-
tion is detrimental to the effectuation of the poiley of this title in that the
business of any Industry, trade, or subdivision thereof, as to which a code of
fair competition under this title Is in effect, Is adversely affected thereby, and
unfair methods of competition In the United States are resulting, the President
may cause an investigation to be made of such complaint, and If after such
public notice and hearing as lie shall specify the existence of such unfair
methods of competition shall be found he may, in order to effectuate the policy
of this title, direct that (he comnioditles, articles, or materials concerned In
such unfair methods of competition, shall be excluded from entry into the
United States. and upon information of such action by the President, the
Secretary of the Treasury shall, through the proper officers, refuse such entry.
The decision of the President shall be conclusive.

Any refusal of entry under this section shall continue In effect until the
President shall find and Instruct the Secretary of the Treasury that the condli-
tions which led to such refusal of entry no longer exist.

Senator Goayn. Do you not think that all of the protected interests
would invoke that?

Mr. EMERY. All affected industries would.
Senator GoRE. Do you not think they would all claim to be af-

fected, all of the protcted industries? e
Mr. EMIRY. It might be. It is nothing but making effective sec-

tion 837 of the present tariff act which gives to the Tariff Commis-
sion, under normal conditions, the power to do these things.

Senator GonE.. Normally the President could place them on the
free list, could lie not?

Mr. EMr.nY. The object of this is to immediately remedy the condi-
tions that might he created, if it should become necessary.

Senator GoRE. Let us suppose it is invoked by all of the protected
industries and everybody else that claims to be affected. Suppose an
embargo is put on all goods, then what?

Mr. -EMERY. If the condition that you describe became necessary
to protect the American people in a plan they had adopted-

Senator GORE. You would lay an embargo on all imports?
Mr. EMRY. That is within the discretion of the President.
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Senator Goiw. Do you not think that would have the effect of
killing all international trade altogether I

Mr. EuRay. I would not go so far as that, but I would go so far
as to say that in particular instances if this plan work as it is
asserted to.

Senator GoRL If you do it in one instance, you will not stop there.
They will all say they are affected.

Mr. EMRY. That is for the President to find. It is not in general
application. It is to be ascertained on demonstrated facts. If it
produces the effect it is said to produce, it will either do that or
destroy the operation of the plan.

Senator CONNALLY. Wouldit not interfere with our tariff truce I
Mr. EMKRY. We have no tariff truce.
Senator CONNALLY. We are trying to get one.
Mr. EMERY. Yes; we are. We think the domestic situation is

more important than any other. Until we put our own house in
order we will not be able to help the rest of the world.

Senator Got.. Do you think one-way International trade is possi.
bleI

Mr. EMmY. I do not. I do not think one.way international trade
can ever operate. I think that people cannot sell who do not buy;
but I thin!: if you are going to put in a plan that will increase the
cost of your own production, you operate to the disadvantage of
industry where it has to compete with foreign products, especially
at debased currencies and low wages.

Senator CONNALY. If we do not put your amendment on, would
you rather have this bill like it is under present conditions than not?
If we do not adopt your amendment, would you be for the bill I

Mr. EMERY. No, sir; I would be against this bill.
Senator CONNALLY. And you represent the National Association

of Manufacturers?
Mr. EMnRY. That and a group of about 56,000 manufacturers, a

list of which I have presented to your clerk.
Senator CONNALLY. But as the bill stands, you are against it?
Mr. EMnY. We believe it will operate to destroy the very policy

it is intended to effectuate.
The CHAIMAN. All right, Mr. Emery, proceed.
Senator GvoRom. What amendment do you suggest to protect the

general consumer?
Mr. EMERY. Well, you have authorized the President to provide

that protection by arming him under your plan here to condition
any code of competition that he permits so that it effectuates that
result. That is written into your plan.

Senator GEoReo. It is in very general language, but I find no
explicit statement.

Mr. EMERY. That is one of the difficulties of the bill. It is general
in all its terms. And it is least explicit in regard to those things
about which industry is most deeply concerned.

Senator CONNALLY. The producer, under your bill, would be shot
on sight, would he not I

Mr. EMERY. I do not say that. I have never been able to separate
the American people into two fixed positions--one occupied by the
consumer and the other occupied by the producer, because we are
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both producers and consumers. It is difficult to segregate us into
two fixed groups. Our consumption is entirely dependent upon our
income, and that means our capacity to produce successfully labor,
service, or goods.

In the thiird place, this measure is the most highly penal statute
ever proposed in the American Congress. Upon its face, quite apart
from the dubious validity of some of the powers granted, it is
manifest that though every power were valid in its inception, the
manner in which any or all are exercised could, if arbitrarily
employed, make them clearly invalid.

o one extreme proposal of authority we uie your special atten-
tion: To enforce the provisions of the bill the resident may employ
the equity powers of the Federal courts through all the district
attorneys of the United States, prosecute criminally for violation of
codes, agreements or regulations, use cease and desist orders through
existing or newly established administrative agencies, cancel, sus-
pond, or modfy approved agreements or regulations, and compel
organization in unorganized trades, industries, or subdivisions
thereof.

Of course the term "President" is used throughout the bill, but
since his powers are to be delegated to the one whom he selects to
discharge the functions, that is to be interpreted as referring to who.
ever assists in administering the bill.

Finally, in his discretion he may require any industry or enter.
prise to operate under a license, conditioned to enforce any code
agreement or generally, to effectuate the policy of this bill.

Senator OORS. That is the power of life and death-the power of
license.

Mr. EMmRY. Certainly it is. Such license may be suspended or
revoked in the discretion of the administrator. We believe such
power is unduly drastic, unnecessary, in view of the ninny other
powerful remedies of enforcement provided, and of the most ques.
tionable validity.

While stated as an application of the commerce power, it is de.
fended by proponents as a declaration that every business, whatever
its character, is in a technical sense now dedicated to a public us.
If that means anything, it titeans that every form of enterprise
among the ordinary occupations of the American people does not
rest upon a common natural right, but is to be regulated as a privi-
lege for which a license in the form of a franchise may be required
and the continuance of the business continuedI in tht) discretion of
the Executive. While proponents assert such a weapon will be em-
ployed only in extreno cases, it represents a power in terrorem. As
there is no limitation upon its exercise, it might readily become the
chief instrument of enforcement. As expressed in this 'bill. it repre.
sents the power of complete confiscation of every enterprise, large
or small. It is the power of commercial exile and destruction. In
exactly the form presented and as it would be applied, it was at-
tempted to be exercised by the State of Oklahoma, and a year ago
declared by the supreme court a denial to the citizen of the due
process of law, which is as binding upon Congress, under the fifth
amendment, as upon the States under the fourteenth. Nor can it be
defended, says the court, as an experiment, for the whole purpos-
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of our political system is to put some rights and liberties beyond
experiment.

Senator CONNALLY. Do you consider that the bill would reach
individuals? Suppose I were running a little store downtown here
and under this bill could they require a license of me, and if I did
not do what they told me to do, could they take my license away
from me t

Mr. EMnY. Under this bill they could license any enterprise what.
ever that affects-and what it means by "affects" is to be construed
by the administrator.

Senator CONNALLY. If I should buy a bill of goods here and ship
them to New York, would that put me in interstate commerce under
that provision ?

Mr. Ebmay. Yes, sir.
Senator CONNALLY. And if I did not do according to the regula-

tions, they could close me up ?
Mr. EMERY. If you are licensed, if you are among the ones licensed,

you could be closed up, because the 'bill speaks of individual enter-
prises, and the determination as to whether or not you are to be
licensed lies in executive discretion, and it lies within executive dis-
cretion not merely to invoke the code and agreement but to effectually
administer its policies.
Senator CONNALLY. But it would be up to him to determine

whether I should be licensed or nott
Mr. EMERY. Yes, sir.
Senator CONNALLY. If I were licensed and violated some of his

dictatorial decrees, I would be put out of business?
Mr. EMERY. If you violated any of his conditions which he put

in the regulations, and there is no limit to the regulations he can
put in there; yes.

Senator ONNALLY. Would that affect Members of Congress?
Mr. EMERY. If you are engaged in interstate commerce. I do not

know to what extent you are engaged in interstate commerce.
Senator GoRE. What case was that to which you referred in con-

nection with the Oklahoma law?
Mr. EMERY. That is the case of New State Ice Co. v. Libman

(285 U.S. 262). I want to call that to the committee's attention,
because that case expresses in terms of State actio,. exactly the only
means in which the licensing system could be applied here under
consideration.

Senator CONNALLY. They vitiated your State statute I
Mr. EMERY. They invalidated it; yes, sir.
Senator WAGNER. I do not i ant to get into a legal controversy,

but that is not the question involved here at all, because that case
there applies.only under conditions where the State is to say a man
cango in business.

Mr. EMERY. I beg your pardon. That is not a statement of the
case.

Senator WAGNER. That was the statement of the condition; unless
you got a certificate of convenience and necessity, you could not
-operate.

Mr. E-.%tY. Here is what it says. They established in the State
-of Oklahoma an ice commission. Anybody who wanted to go into
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the business of manufacturing or distributing ie had to make an
application to this commission, and he had to demonstrate to the
commission that the community he was about to serve, or communi.
ties, were not already sufficiently served with ice, that is, with
enough ice, and he had to show it was necessary that there should
be some additional facilities for the manufacture or distribution of
ice. An ice company which had made application for such a license
and had secured it undertook to enjoin the appellant in this case,
because he had entered the ice business without a license, and he
sought to enjoin him from competing with them because he had not
been granted a license in the State of Oklahoma. The case went
finally to the Supreme Court of the United States on the question
of whether or not it was within the power. of the State, under the
fourteenth amendment, to deprive a citizen of the United States
of the right to enter one of the ordinary occupations of life, like
that of butcher, baker, and candlestick maker, and not merely for
the purpose of being taxed. But the question here is not a question
of taxing. What was attempted here was to have the State commis.
sion or anybody determine whether or not the man could go into one
of the ordinary businesses of life or pursue an occupation until he
demonstrated to some State body that that field was not overoccu.
Sd, and if he could not demonstrate that, he could not enter. Un-
er this bill how was it operated?
Senator WAGNER. I do not think Mr. Emery ought to be permitted

to attempt to make an analogy which is not an analogy. Here is
what the State laws already do. There are many States, including
my own, where you cannot do some things. If you employ people
a certain number of hours above that required by law as, for in-
stance, you can employ women only in the daytime. 'iou can em-
ploy them only 44 hours per week. That is quite a different thing
from saying that unless you comply with these arbitrary conditions
yoll cannot do business. Those laws are based upon the well-estab-
|ished constitutional ground of being in the interest of public
morals, health, safety, and general welfare, and there is a clear
distinction between the two.

Pardon me for interfering.
Mr. EMERY. Not at all. I am very glad you raised it.
Senator CONNATLy. The proof that you are both eminent lawyers

is that you do not agree.
Mr. EMERY. Yeq, sir: and that is why I appeal to this committee.
The power to license in here is going to rest on the authority of

the Federal Government to recognize what is known as the indi.
vidual police powers of the individual States, for the purpose of
rationally regulating the form of business in particular States, in
which the public is interested in respect to education, public morals,
health, and so forth.

Senator CONNALLY. Do you not think if I were engaged in inter.
state commerce, the Federal Government would have the power to
license that business? This is not on all fours with the Oklahoma
statute. Of course that was purely under the police regulations of
the State of Oklahoma. But under the commerce clause of the Con-
stitution, if a concern is really engaged in interstate commerce, do
you not believe the Federal Government could require a license under
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the power to regulate, because regulation could mean prohibition?
Mr. EMaRY. There are two conditions that ought to be considered

in that. First, that the right to engage in commerce between the
States is a natural right which antedates the Constitution and is
not derived from it, and is not conferred by Congress.

Senator CONNALLY. No; but it is limited by the Constitution.
Mr. EMERY. But, as said in the case of ud Trade v. Olsen (262

U.S. 1), it is a right which the Constitution recognizes. It is ex.
pressed in the Employer's Liability cases that the power to regulate
commerce is a power to regulate that part of a man's business which
represents intercourse between the States. It does not grant to the
Federal Government at any stage the right to regulate either his
local business or those acts of production which do not themselve.
constitute commerce. Nothing has been clearer than that. That
was the decision in the Child Labor case, in the Child Labor Tax
case, in the Wolf Packinq Co. v. Court of Industrial Relatione case,
which is reported in Two hundred and sixty-two U.S. Reports, 522,
when the State of Kansas undertook to set up a court of industrial,
relations and say that the business of manufacturing clothing or
food food or to produce fuel, and to say that the business of the State
was so dedicated. to a public interest that it was possible for a State
to determine the wages of the employees and even to require the
parties to continue the employmentt relation under compulsory arbi-
tration. And as you will see later in this bill. what it partly pro-
vides in here is, in terms, compulsory arbitration, because it coni.
pels wages.

All the cases the Senator has talked about, with deference to his
juridical and legal experience, are cases with respect to particular
industries or with respect to particular persons. No State in the
Union has ever dared to say that it could absolutely limit the hours
of labor of adult persons except one State, and that was the State of
Oregon, in State of Orpogon, v. Bunting, where it was held that a
10-hour day with certain factories, with 3 hours overtime, was an
exercise of State police power. It went to the Supreme Court and
was sustained by a verdict of 4 to 4, because Mr. Justice Brandeis
joined the court after it was argued and could not participate in the
decision.

Senator WAome. You do not say that is the only case of adult
labor-

Mr. EMzRy (interrupting). I say that was the only case where it
was attempted to regulate drastically the hours of labor of adult men.

Senator WAO-,ER. We have gone further in New York State and
absolutely prohibited women from working at night in factories.

Mr. EMRny. Have you ever attempted in the State of New York
to regulate the wage of adult men I

Senator WAGNER. We have not, because there was never any reason
for it. They were so well organized they were able to take care of
themselves.

Mr. Emimr. I defy anyone to produce a case in any State of the
Union of any court of the United States in which it has held, and I
remind you we are dealing with the Federal Government, and the
Federal Government under this bill proposes to regulate the wages
of everybody in the United States.
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Senator WAGNER. In our public contracts we provide to work
them not mor than 8 hours a day.

Mr. EMnty. Yes. That is as a contractor. The Government
can, as a contractor say" I do not want anybody to work for me unless
they work just so many hours." But the Government cannot tell
me how much wages I can work for, neither can it tell ou.

Senator WAGNE. That was the old theory about a hundred years
ago.

Mr. EERtY. Oh yes. It is like the Ten Commandments; it has
the experience of tie ages behind it.
Senator WAGNER. I know; but they say you cannot tell a woman

4he cannot work at night, but you can.
Mr. E ERy. What did the Supreme Court say to the Congress of

the United States when you tried to regulate the wages of women
in the District of Columbia? It said you cannot do it; and if the
United States Senate and United States Congress cannot regulate
the wages of women in the District of Colum'bia, how could it regu-
late wages for the United Statesl
Mr. WAoNER. There are many reasons. In the first place, a change

of view and in the second place, emergency legislation.
Mr. Eb3MRy. I never heard that emergency legislation, or that emer-

gencies changed the powers of Congress. I kow that emergencies
always justify the exercise under appropriate authority of means
adapted to an end, which if the emergency did not exist would not
he employed. That is the doctrine of the rental act, but I observe
that these gentlemen who reported this bill to you in the House and
in the Senate said that they rested the power to do all the things
contemplated under this bill on the interstate-commerce clause and
the common-welfare clause. I confess that I am startled to hear a
lawyer say he finds a constitutional power in the general-welfare
clause tto do such things. I always understood it was a taxing
power.

Senator WAoNM. I made that statement the other day, that I did
not rest the authority on the welfare clause at all. May 1ask you this,
and then I am finished: You do not dispute the fact that so far as
interstate commerce is concerned that in dealing with interstate com-
merce the Federal Government has the same police power to regu-
late or prohibit interstate commerce that States have with respect
to intrastate commerce?

Mr. E ERy. I deny that the Federal Government can regulate
any article in interstate commerce as may be done intrastate. They
never have done it. They have never excluded any commodity from
interstate commerce that was not either inherently contraband com-
merce or outlawed commerce, and by that I mean that inherently it
was of suich character that it could not be an article of commerce, and
they have carefully refrained and said that they saw no power under
the interstate commerce clause to exclude a wholesome commodity
from commerce. The power of regulation could extend to prohibi-
tion if it was necessary for the protection of that commerce, in the
manner I have stated, as you exclude explosives from com-
merce, or inflammable materials, because it may destroy that com-
inerce. You exclude rotten eggs or diseased meat or cattle from
interstate commerce. As Justice Harlan said, you have no authority
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to work a fraud in commerce. No man has authority to engage in
fraud in commerce. That is not commerce, and it has never been
held by the Supreme Court at any time that Congress could exclude
an article from interstate commerce. It was Mr. Justice Day who
pointed out that in the exercise of the commerce clause Congress
could not exclude any article from commerce which was not produced
in a manner satisfactory to it, and that is what we are considering
here. That was the child-labor case, and the child-tax case, because
in a later case when they transferred it to the taxing power the court
said on the basis of that that this is not a tax case but a penalty y for
the purpose of compelling States to produce goods under conditions
which Congress demands.

Senator WAoNza. Yes; but our act limits it to interstate commerce,
Mr. EMERY. Yes, sir.
Senator WAGNER. When you are talking about the child-labor

case, you are talking about an article manufactured within a State.
Mr. EmzRY. Yes.
Senator WAoNER. And our act simply says we cannot deal with it

unless it is in interstate commerce.
Mr. EMERY. What act I
Senator WaGNn. This act itself.
Mr. EMzRY. Your act sa s "affects" interstate commerce.
Senator WAGNER. Yes; ut you remember the Coronado case, do

you not?
Mr. EMERY. Yes, sir.
Senator WAGNER. Where the court issued an injunction, sustained

by the United States Supreme Court.
Mr. EMERY. Yes.
Senator WAGNPER. Which affected the production of coal in Penn-

sylvania, because they said the conduct of the workers affected the
price of coal in some other State. That is where there was no coal
in interstate commerce, but they said the conduct of workers in this
particular mine would affect the price of coal in another section of
the country, in another State, and in your Shreveport case they
adopt the same thing. So we are not dealing with novel things.
Mr. EMERY. You are talking about another matter altogether when

you enter the Shreveport case. You are talking about something
entirely different.

Senator WAoNER. Yes; but they said that the State could exercise
its power to make a burden upon interstate commerce.

Mr. EMERY. It said it could so exercise its regulating power as to
make it a burden upon interstate commerce.

Senator WAGNER. I know that, but we say we can only deal with
commerce as it affects interstate commerce, and the courts have saidtime and time again that is all you can do.

Mr. EMEnY. Of course, they have said that if two men enter into a
contract which restrains interstate commerce or tends to monopolize
interstate commerce, that is a case where the clause is applicable.

Senator GzoRGE. I think it is perfectly clear unless the child-labor
case is overruled there is no doctrine that Congress has a right to.
prohibit any article that it may choose or may elect from entering
interstate commerce.
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Mr. Emn. I would just like to put into the record at this point
the statement of the present Chief Justice of the United States Su-
preme Court made to the American Petroleum Institute before the
Federal Oil conservation Board, on May 27, 1926. This is so clear
an enunciation of that, since it has been declared in the House'bill
and in the Senate bill to be one of the bases of constitutionality, that
it ought to be here. Mr. Hughes said:

I am aware that it has been suggested that such Federal power to control
production within the States might be asserted by Congress because it could be
deemed to relate to the provision for the common defense and the promotion of
the general welfare * * 0.

Senator CONNALLY. That went into the record this morning, though
I have no objections to it going in.

Senator McADoo. It went in only in part. I should like to have
the whole of it go in.

Mr. EMer (continuing reading):
The suggestion to which I have referred is an echo of an attempt to con-

strue article I, section 8, subdivision 1, of the Constitution of the United States%
not as a power to "lay nnd collect taxes, duties, imports, and excises, to pay
the debts and provide for the common defense and general welfare of the
United States" but as conferring upon Congress two distinct powers, to wit
(1) the power of taxation, and (2) the power to provide for the common defense
and the general welfare. In this view It has been urged that Congress has the
authority to exercise any power that It might think necessary or expedient for
the common defense or the general welfare of the United States.

Of course, under such a construction, the Government of the United States
would at once cease to be one of enumerated powers, and the powers of the
States would be wholly illusory and would be at any time subject to be con-
trolled in any manner by the dominant Federal will exercised by the Congress
on the ground that the general welfare might thereby be advanced. That, how-
ever, is not the accepted view of the Constitution.

It is too elementary to require discussion, and it is impossible to believe
that the legal advisers of the Board will suggest that it will proceed on any
different jlew.

What may be included in codes of fair competition or permissible
agreements is not defined in the bill but rests in the discretion of
the administrator, upon the meaning which may be given to the
term "fair competition" in the light of the objectives of-the measure.
This generality is subject to one specific and definite exception. By
section 7 (a)' every code, agreement, or license mtbst contain certain
conditions with respect to employment relationS.

In the bill as introduced this requires employers to recognize the
right of employees to organize and bargain collectively through
representatives of their own choosing and not be required as a
condition of employment to join any organization or refrain from
joining a labor organization of their own chosing. Employers ar3
further required to agree to observe maximum hours of labor and
minimum rates of pay and working conditions prescribed by the
President. By an act made in the House bill the employer and his
agents are required to refrain from any interference with or coer-
cion in the organization of labor and the employee may not be
required to Join "a company union."

Senator WAoNER. In reference to those three provisions, you have
in mind the so-called "yellow-dog contract"I

Mr. EMERY. I have in mind the three provisions which are inserted
in section 7.
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Senator GEoloE. Your position is that those provisions must
affirmatively appear in each one of these provisionsI

Mr. EMIm. Yes, sir. These must affirmatively appear.
Senator WAONut. Are not those three conditions merely the estab.

lishment of a right to the worker; that is, if he cares to exercise it
le shall have the right of collective bargaining, andthen the otherthing, which Congress has already done that is, to outlaw the yellow.
dog contract in the Norris Anti-injunction .Act?
I[r. Ery. That is what is described an nd which has withdrawn

from enforcement in the Federal courts the power of injunction.
Senator WAmrNR. Well, it says the contract is one against public

policy.
Mr. EMERY. Thus, while employers as such are assured of no pro-

tection in the discharge of their onerous obligations, but must place
their trust wholly in the administrator, it is sought to twist the pend-
ing legislation into a distinct effort to mold the employment rela.
tions of the United States into a single form, to the manifest ad.
vantage of a particular form of organization. This measure of deal-
ing with the most fundamental rights of employers and employees.
Their relations throughout the depression have been marked by a
mutuality of good will, sympathetic understanding, and sacrifice,
which have been its marked characteristic. That there have been
exceptions, which all industry desires to see corrected, only empha-
sizes the rule. But the essential facts and principles of American
employment relations rest upon rights of liberty and agreements
that cannot be ignored. They have developed upon the theory that
every man is entitled to bargain, individually or collectively, for
employment on conditions mutually satisfactory to the parties,
rather than undertake by disregard of fact and right to force them
into one form of relations with trade unions. Many manufacturers
deal with such organizations.

Probably three times as many have operated over long periods of
time under employee representation plans, including many forms of
mutual benefit characteristic of the most intelligent evolution of the
employment relation. To make the pending proposal a means of
disrupting long-established relations and require their reorganization
into a single form which ignores the most fundamental rights of
both parties would engender discord, controversy, and bitterness
when it is most important that our employment relations should be
characterized by good will, justice, and understanding.

The trade union is a recognized part of our social life, yet at times
it frankly sets itself up as a separate and distinct governing agency
to control those who believe they can best advance their own interests
through other forms of organization and relationship. To deny them
the right to continue to do so is violating Lincoln's famous declara-
tion, "No man is good enough to govern a man without that other's
consent." It must be, moreover clear from an examination of the
pending bill that the assurance oi fair employment relations does not
require the provisions of section 7, for section 8 provides that the
President may condition any code submitted to him to assure the
protection of the employees.' He may, moreover, modify or suspend
the operation of such code. If it does not provide that protection,
he may further assure it through regulation, and again, where such
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satisfactory agreement as to working conditions exists in any plant
or industry, he not only possesses full power of investigation but he
may specifically prescribe hours, wages, and %orking conditions as
he finds it necessary to effectuate the objectives of this bill.

Moreover, this committee must perceive that as the bill is drafted
it is within the discretion of the administrator to exclude from any
code provisions required to be incorporated with respect .to employ-
ment relations, and thus to transform the whole measure into a -Fed.
eral control of employment relations in every local field, to the
exclusion of every other feature.

Finally, if this committee is of the opinion that a statement of
employment relations is essential to condition codes and agree-
ments, we submit that, as fair-minded men, it should be stated in
terms which not only fairly recognize the equal and mutual rights
both of employer and employee. Of those who desire to refrain
from any : particular form of association, as well as those who desire
to associate. To recognize no narrow and exclusive relationship,
but, as is constitutionally required, every form of legitimate em-
ployment relations mutually satisfactory to the parties.

As the right to associate is the right not to associate. The one is
as essential as the other. Antireligious wars have been fought upon
that principle.

Furthermore, if it is determined to establish controls over em-
ployers, it must be obvious that, to the same extent, it is essential
to the execution of the measure that similar controls be established
over employees. If freedom is contracted as to the one, it must be
correspondingly contracted to the other, or either, by violating the
terms of regulation, make impossible the performance of the obli.
gations created for the other. Both must enjoy liberty of action or
each must be subjected to reciprocal restraints.

Above all, nothing could more certainly jeopardize the success of
the experiment than to create the impression that the measure con.
templated disruption of satisfactory existing relations and stimu-
lated continuing agitation for the reorganization of employment
relations. Nothing could be more certainly calculated to bring un-
certainty into the whole field of industrial production. It is not a
function of the Federal Government.

I submit to the committee, first, that the President possesses under
the bill the power to condition any code or agreement that may be
offered for his approval, or that of his representative, to adequately
protect all of the rights oi enployees, because he may add any con.
dition to them, prescribe any coiidition that is necessary for their
protection. That is written into the third section of the bill, so
that when you come down to the seventh section of the bill, as I
say, you have supplied three essential conditions which must be
in every agreement, and they are the only three essential conditions
in the bill.

Senator GORE. Do they all relate to labor?
Mr. EMERY. Yes, sir.
Senator REED. Will you permit an interruption at that point?

I realize that those who come in late ty by our questions compel
you to go over the same ground twice. As I read section 3 of this
bill, in its requirement for codes of fair competition, it does not

1"610088.-is
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at all exclude and impliedly includes the selling price of the pro.
ducts of the group who make the agreement, the territory within
which each niiy sell, the amount of business that each may do, and
it is conceivable that a group might make such disposition of busi-ness as to effect prices In that way, and with the approval of the
President it becomes a code of law or that industry, the violation of
which is a crime. Is that correct l

Mr. EMERY. What can be put into that code, Senator, is highly
indefinite.

Senator REw. It may include such things as the selling price,
may it not?

Mr. EMERY. I am very doubtful of that, because it says the Presi.
dent may include the codes, or code of fair competition. I do not
know what he could put in there with the expectation of approving
price control or control of production because the Supreme Court
in passing upon a case before the Federal Trade Commission said
that that involves acts which are against good morals or involves
fraud or deceit or tends toward monopoly, or acts which are oppres.
sive or restrain trade.

Senator REED. It is our duty to protect the public just as much
as it is to encourage industrial recovery.

Mr. EMzEHY. Yes, sir.
Senator REErO. It seems to me that clearly under the law, as it

stands today, for competitors to get together and make a pool fixing
selling prices and eliminate competition is a crime under our present
law.

Mr. EMIERY. It certainly is.
Senator RE.ED. But under this that same thing may be done if the

President approves it or the person to whomi he delegates the up-
proval of it approves it. Then it becomes a crime not to do what
today it is a crine to do; is that right?

Mr. Erupty. If that were put in there, if that were in-luded in a
code of fair competition, it is a fact that the failure to comply with
it would constitute a crime.

Senator REEi. In other words, this would not only repeal our
antitrust laws, but at the same time make it a crime not to join
bome monopolistic condition.

Mr. EMIERY. The case does not rest merely upon the voluntary
organization of the body. One inay be involuntarily organized into
a code which may be written for lfim. What mav be comtained in
that code, when he does not organize himself, reinains to be seen.

Senator WAGNE. Of course vhen you ,omne to imagining things,
you can conjure any sort of thing. The same thing may be said
about the power of t he Governor to pardon; that if he had it he
would pardon everybody that is the jail. here is no such pm'o-
vision in here. As a matter of fact, there is a provision in here
which requires that the code does not prevent monopoly, and does
not discriminate against the small enterprise.

Mr. E5mE11Y. You have eliminated the small enterprise.
Senator W.AoN-omm. Or does not injure him.
Mr. EraY. Yes, sir.
Senator WAGNER E. And you know as a matter of fact when it comes

to a question of unfair competition, that is one of the objects be.
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hind the bill, that the competition today is the cause of the low
wages which are being paid at the present time and the long hours
of 1abor. Those are the two elements whi h have brought about
this unfair competition, the sweatshop methods, which have (dragged
down the whole economic structure, and it is that sort of thing we
are addressing ourselves to, and it is not fair to stop something that
may be done. We are preserving competition, or, rather are we
putting it on a basis of efficiency rather than exploitation.

Mr. EMERY. I wish that were stated in the bill.
Senator W.%oxE. You cannot put every word into the bill.

Everybody knows it except those who are now attempting to con.
jure these imaginary arguments in order to defeat it.

Nr. EMERY. We are hot co ring tip any iiiary arguments.
Senator WAOIXER. We have h;11I conferences, [lr. Emery, with

you, and I think it was pretty definitely stated what the purposes
were behind the bill, and that the thing was to lift up and to prevent
this unfair competition and this exploitation of labor, and that. will
put competition on a fair, decent basis, for the smaller as well as the
large, and my own view is that this is going to help the small busi-
ness man as against the large hisiuiess man. It is going to give the
snall business mant a chance, beiauise the hours of labOr and wages
have got to be practically the same in the same community.

Senator RRi:I. If T intuy resume again, I would like to complete
my thought. We have been sitting here for several days listening
to representatives of the oil industry urge this sort of thing for their
industry. appointment of a dictator to have the power to-fix prices
and regulate competition, and they are Irank enou h to tell us that
their motive is to raise the price of oil fronm its l)Ie!ent low level to
manufacturers of Pennsylvania and elsewhere wlv favor this bill
Abniut a dollar a harrcI. I have Iveen al)lroalledl by a good 1aN
beenise in their min. s it is an indirect way of repealing the present
antitrust laws. and I want to kn'w hlow t.t ,t,'i, vou.

Mr. E,:%t:.:. I want to be perfectly frank about it; as to what we
H.1s41s1('(l was going to lif tlhe vi'ct of this rmvasnre. We iw-iimed
(hat on, of the causes of the present depression was the deadly down.
ward spirall of )ri', s and waes. which has CoeIp)lete lv (eiorl'iaiZ(
thw normal exchvinge of goods and services among our population.
In other words, as men on-the ladder, they fought with all tle mvanls
they had. they cut price. along until conditions evnme siuch that
(hey wire tUnable to pay labor, and the result was a deadly downward
fall in price levels. The effect is that yoii can do two things. YoPu
('1131 co0mpe! competition to the death, on the one hand, and have
regulatioIn of C oiipetiti o l , -r appropriate conditions. We believe
men 'aut h. forced to form organizations in industry; that you can
cause In effective measure of competition that will prevent the most
(hestrtetive element that hits our consuming power and that is low
wages.

Svinator RnEnw. I never heard of a pool in any industry that did
not put up as a pretext the claim that they wanted to keep price.
hiLh enough to pay good wages.

Senator WAON mRi. Youi never had Government supervision. That
is where public protection comes in.
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Mr. EMERY. I am sure you will agree with me that one of the
most disastrous features of this depression has been that steady
deadly competition that demoralized business, and every industry
was overburdened with debt, and could not get the money to sustain
them until we were all brought down on that level. So far as the
people I represent are concerned-and we say it with as much inter.
est in those to be protected as others-that the manufacturer who
sells below cost is as much a liability or more so than an asset.

Seputor RFr :v. An1 if you establish a systm of this kind, or like
that in (iermanv, your cure is worse than your disease.

Mr. RiMrity. The cure Iere' is that. you aire after a reasonable
amount of regulated competition between part ie,. but they must
depend upon the administration of the bill. One thing certain about
the bill is that the administrator must, if it is retained in the form
it is now in, regulate working conditions and emlplOyment Conditions
and wages as now pres ,rim in the bill. rhose arie things he reust
do and whether he does'anything else depends on him.

Senator WAGN.:R. And that is your opposition to this hill, is it
utot? Do you not think labor is receiving too great prote,,tion here?

Mr. EMERY. On the contrary, I want it to receive every r(basonable
protection, but I want that exl)ressed in tvi'ms that are' fair, to em-
player and employee and not a one-sided bor,.ain here that attempts
to drive our employment relations into one form.

Senator WAGN-Eli. You say you wanted a mutuality there?
Mr. EMERY. Yes, sir.

Senator WAGNEn. All we are saying is that if the laborers so
choose, they may bargain collectively. That is a riyht tl cltrt ha
said they have and they have tipheld contracts fo'r collective bar-
gainin, and the only timing we say is if they care to assert it. they
have that right to collective bargaining and if they do not they can
deal otherwise with their employers.

Mr. EMsERY. They do not need any expression here. I want to
suggest this as an 'amendment that would exprs that in fairness.
I recommend it to the Senator. and lle is, vry fair ninn.

Sentor WGo. You d'd not mind my interrilptin, you. did you ?
Mr. .imEy. Not at all. Senator. You never interrulpt me without

profit.
We sum' gest that section 7 is not es'entiil in order to afford the

protection which e ov, lesire. be'nuse .oi coiild nmietd sectiol 3.
which is the section which controls .oih,.s av.d agreements: and if
you did amend section 3 and strike o0,t si'ct'on 7 nI add the fol-
lowing. you would adequately protet la' or and fi, employer in fair
terms that would recognize tih, rights of ,ach. and it wodI 1 read as
follows:

Addition to section 3:
(e) lit every eode of fair colpet ititllml ja llly ill le ,er I 1-rtl4y r, s,1- !lv sion

thervor oppr e'd(, ly tlit Prt,. esih t miader (,lih'r i se li i (m in) ' villbseetiwil
(d) of thlis sctlon he lirovislons for tht- Irote(tii of employers smhil ImtIli(
the* following eondlitlons:

(1) That employers awl enlniti.yeis siull have the rl,,ht to orgnnize iii)d hwr.
gain (ol'eetivelvy in any form mutually satisfactory to then through representa-
tives of their own choosing.

(2) That no emlp!ioyee and no one seeking eflndoyment shall bit required as
a con(litio of employment to Join or refrain from Jolnilig Aly Igltimnate organ-
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Izatlon. nor shall any persons be precluded from bargaining individually for
employment.

You cannot take away from the people of the United States the
right to bargain individually, if they so choose. We have great
groups that operate collectively. They are entitled to it. But you
cannot take from the mass of the people of the United States by
Federal act the right to bargain individually if they so choose, be-
cause today the greater pools of employees are comparatively among
the small employers. I think the einploynent today is 65 percent
in manufacturing establishments that employ less than 100 people.

Senator WAGNER. Is there anything in this bill which takes away
from an individual the right to bargain with his employer?

Mr. EMERY. Yes.
Senator WAONEll. HOw?
Mr. E.tRY. You do it by inference and by implication.
Senator WAGN ER. I do not see where.
Mr. EMERY. I will read it to you. I am afraid, Senator, you

have not read your own bill. It is in section 7.
Senator WAG.R. I am afraid you have not.
Mr. EMnERY. I have read so many of them I don't know which one

you have had last. I read one. Afterwards it was changed. and
after you had it, it was taken over the House and modified again, so
that it was aimed very specifically at what might be called the "em-
ployee's representation plan , where companies who are dealing with
their own employees on a system of employee representation or wage
plan and so on, that. were satisfactory to them, where they were mu-
tually satisfied, they should have the same prIotection is otherwise.

Senator WAoNER.' You cetnnot say to this man, "You cannot work
peoIle unless you employ this man."

Mlr. EmFiIY. No, sir. What is the opposite?
Senator WAGNER. What is it?
Mr. E.eRtnY. You will have to join the labor unioia in order to

work here.
Senator WMIA ER. Where is there anything here that compels him

to join a labor organization?
Mr. EMERY. You are careful to assert his right to belong to it,

but not the contrary.
Senator WAOxii. Do you not think he can join a labor union

if he wishes? The only ihimg is it is carrying out the policy Which
Congress has declared and put on the statute books. 'Ile only
thing is that this says you iust be fair. That is the yellow (log
contract provision yo;u know tlo much about. The other one is that
it provi(les that if the laborers (,sire to bargain collectively you
may give them the iight to bargain collectively. That is all dit
does.

Senator (,mip., Is this your point, that there are certain rights
of labor guaranteed in this bill and not entrusted to the discretion
and powerr of the administrator. while on the other hand there are
certain fundamental rights of the employers not expressly guaran-
teed. but are committee to the discretion and power of the admnin.
istrator?

Mr. EMERY. Exactly.

II
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Senator REED. Have you prepared an amendment to carry this
out?

Mr. EMERY. Yes, sir. That is, only with respect to that subject.
I raised other questions here before you catte in. Unfe'tunately
I did not have the benefit of your presence to call attention to.

I have only one other matter. I just want in that connection,
if I may, to call your attention to this, because all we are saying
is that this should be a fair equation and fair to both parties, and
for all things, do not write anything into this act that operates to
create a discord and break any long esablished relations mutually
satisfactory to both sides. If'it stimulates that kind of agitation,
then any gain in the objectives at which this is aimed is frustrated
at the start,

Senator GoRE. In speaking of equation, would that In your judg-
ment involve licensing labor organizations as well as employers?

Mr. EMHI'Y. I said, if you are going to employ coercion to compel
the employer to abide by a policy set )o by the administrator, you
have to have similar control over em)loy), es. If you say to tile
emlplovor " You must observe the wages and hour's set up here,"
what. i)s protection if lie enters, as he mutist, upon future contracts
and agreements. and thel he is to be confronted at some stage of his
(,ilt('t with new (enltills, te'w reqletets for Ioliget or shote' hours,
or whatever they may he. What protection has he?

Senatm' C(oJ.A.LI:Y.i I thought he wils protected by the protection
all of .ol haye. to jack III) the price somte way.

Mr. Empiv. It. is easy to jack illup the prihe, [ut. it i. hard to market
the goodls at that time.

Smator ' am.:. 01 The contract you have ill mind is where a coni-
tractor or manufacturer agrees to manufacture an article at a cer-
tain price to be delivered six months afterward, fixing the price in
the contract. You raise tit( point if lahor' should demland an in-
cITee ill wages, what would le tile effect. on the ntanufacturer?

Mr. EM it-. ''hese arrangements with regard to both wages and
lhmrs art, subject not. iterely to demands on tit( hai't. of the workers.
It may11,' N iti rely justi'lefd, hlmt they are at all tnllies 1t11er control
and d1se.etion of tlle administrator: lie hilnuself itay (lilage these
lit allnv tlille. lie ll1, titlity the lirelllimitsn lll Id !, he 1%,ay tslld
theni l) ais I poititeil outi a while a go, a', Iolg is that Iicealse ,lii Use
remain s in there, he has the power of death over it. He ca l ('on.
fis'ate his proplertv trd drive hiim into exilh if i dhes nlot ohe., his
orde0r.. No (l i'tlior ill the world hats tte power that lies in'that
licetim, ('lalue.

Stktor IA"m(imIit. [ave you streigtlet.ed the bill with yo)rlprovilohp?
,Alir. mrt"v. It wlohld greatly itlmove it. Wold o'u pllp.ort it

if we put those' ill?
,i'iii'ti' W.IN mP.:. It is equally (ifli(i'ill to ittiHvwer either way.
M'. l' I.I Ju.st wait to cfll votit' itteltioin ill rtegird to tlat

to the laill wity, helittise It is often i rtefetred to. Take otut Britlsh
brehirei ov't, tliere. H ere is the way thiey male ii'ovisioi in their
funtlmttal law. This is from the Ti'ade iitotn Acts of 1927, which
is the cotitrolling statulte in relatioit to trade itiions iti Great
Britt in.
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Senator GoRE. How long is that actI
Air. EmptIy. It occupics about 2 printed pages~.
Senator GonE. Will you put that in the recordI
Mr. Emily. I shall be very glad to do so. I (to not have it with

ine, but I have it at the office. I would like to real these two sec-
tions. Section 6:

(1) It adiati not lie lawful fr.* mw local or othert public authority to mnak,
it a condl on of the emtjdoynient ort colt htiitwi lit emplojiiymient of ity jtie,$''f

that lie shall or shall ti.t be a itemember otf at trade ttnton, or to Impoise 1111.i

arm or whot are not ttit'ttiers or it II'itll(l li ire01 11V t1111' to ble ii& i IItIIY
rempeet eithr thiriel ly or Indirectly tttil(t imy distblilty or (iisliinllge am

(2) It shiall not be hifu for any local or other ilillc atithority to inho It
it condlitionf of tiny contract made or itroltomcl to Ite Ina1de withi the athitlIy,
or of tile consideroti i f it('ep'tllic or tiny te.liL'r III cilttohl With mich it
contract, thant ainy person to lip employed by anty party to the contract shall or
.9lil not bo a mnember of a trade union.

They go very farl inl that tict. Yoti see linit tradeh ittions are-( reeog-
nlized. Yolu will see that, aill organtizations, bothi employers' and
emplovee& have not onily the lmfl'W lClt side0 butt tilt'y protect the
general pi 10li inl that resp~ect.

Senator GJoun, That wais passed after the general strike?
Mlr. BEmt Iy. yes, sit'; till4 it lived( through tile la1ot' ttltitistt'a-

tiofl tbat held office foi- 2 years, witliont dG slightest Iitoditli'atioit.
I Want, to (-lilt y'otisli ttetit itl to the Ntet thalt the( 1 louse Ittensire-

before yoti provides at method of sm(.ut'ing revettute to tttcet thle servi. 0
chau'rges requited to stistitlitl opeliftt 111 either the( seeotil tile( oi, this
tict. It lpiovid4'5 for t 7 Th-premit'(t iiti'tettsti ill le(d4ttl gasoline taix,
the (double tttxat ion of thttt rar'e lit ing, di videitds, a it t'rge itt'ese"
in normald incoute-l it rates ill tIto( lowe'r- an tidt11 eets bracke.1ts
of thle la1w. a freeti hg itt'itly 0)0 1wre'i'('t of otii* ttX 1)IIyf'i'5. No ill-

Craeof, toti oll is ,jistifil Stl save by lilt- t'Xt .1 tilt'lt ry (.1lii e of
this elilierg('ricv. Yet, o 41 %.( sil l Inat' its blit'lenls tutiless he'Y lbe
fairly distiribt1ted?

To iniduilge ill wht. ilt effect are'( (lis .1i'ltil ig 54'le'etlie S.iles ttxe
is to hieaviily 0vi--'lell((h liti('iili gt'ohtj), re'actiig t') te hit(-1ildvotit
tage of till Wilit IWhomt they halve lelti 1011. Tlo mott.'t' I' tit Os
til1hi ll mlii 11islit(' iliceittes 1111d to) tix 4 ie( retitu-ls fiottm i ii'4stiiilm
not only where they or'e firs ('tt'tel L'ut lighlitl ill I lte lit1tis of tlose
who reeive tlnt is thle atlost di reef itteit is of d isettil-i'tgl,a1 111i
furthIler flow into ut vestililit, and it('w iii e-414st, S11111% ,,,id vcd. is
tiicklig liow tit ithotit 5i l)er('eilt of wittl it wits itt 19)2b.

Wve stlitlitit ti liit itIt'' i Itllod of it ~ title essmit al rev('itie
is to spi'etid it I- pol itt gross itt1t it fikct Ia'crs' stili' tilix ml~m't (liii ttl
i'ies. I tllit i~l i'.s it sei'ioiis hi r bi. It will r ll iiii 11it ititit

if ntot iost I sitl ivec(s its absorl haiol b y I In' it1:1 nit Ii'lIler. I11it lie,
Il i'ie o(' I (.11 t ei't'v it ill) le.ss sc't'lolis ('0sii5 l(O5 1104 (liki to4
hitliseI bo 114Witli regarl1d (1 i ts 'ffle Iiitl ('Itilll tvitii'itt * ('tttlhilittr

POPrIi' 1i1t1d im v(st ttitt I it11i it(!It pi'ol oi I ('014 t ilie if Illit( h l i'm hillI.
lei na Ily, gellillelli, I would( like to) vnlt yol5 1 litl('1lil tol mwon

antittlitleit wItklIt ttlilt y II flliitk, deser'ves 50ti r Ilifl l 't1illt
Ohi bill.

S'ttaitot' lti1). I1(fot'( voti lcitNv tilie 4 tli ill, til l I b ill li .tis I
1itiders.tand it, its it ('ol(' s before its, ilt('t-etls('5 ilie in'omfitcItx oiltia
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taxpayer having an income of $5,000-increases his income tax by 50
percent.

Mr. EMEtY. No; not on $5,000. It would be an increase of 25
percent. It is a 2-percent increase on the first $4,000 and 2 percent
additional-

Senator REED. At the present time he is paying 4 percent on his
income.

Mr. EMERY. Yes, sir.
Senator REEu. They add 2 percent to that, which is an increase of

50 percent.
Mr. EMERY. Yes, sir.
Senator RE.E). Would you say if a taxpayer's taxable income is

$50.000. the increase on him is only 4 percent?
Mr. E3ERY. Just exactly the same.
Senator REEF.i. And if he has an income of $100,000, the increase to

which he is subject is only 2 percent?
Mr. ERYit. Yes, sir.
Senator REED. Does that seem to you equitable?
Mr. EMP.aY. It does not seem very equitable, Senator. What con-

cerns an industrialist is not really the effect of the taxes on him
personally, his own personal taxes, but the effect upon what we all
are striving to do, increase consuming power, and the small taxpayers
have already diminished incomes, and to further burden them with
heavy taxes at this time at the rate suggested, and with the coin-
modity tax on things for their use, is to very seriously inconvenience
them.

Senator RirtD. Let me ask you about the sales tax on the House
bill. A citizen who has a small automobile and buys gasoline pays
a sales tax under this, in the average State, both State and Federal,
amounting to about 150 percent, is it not?

Mr. E.ERiY. I believe the average levy is about 6 cents a gallon
with this increase.

Senator RlEi.n. So that it is abotit 15o percent sales tax, whereas if
a rich man buy y'a tapestry or some old master of some sort, he pays
no tax on that whatever. Does that seem to you to be just?

Mr. MEmIY. It does not so impress me.
Senator Coxa,,J,. Let me suggest to you with regard to this

income tax, I am going to offer an' amendment at the proper time,
leaving the computation just like it is. and change the House bill
so i'e can say 10 or 15 percent of the computed tax. In that way
the tax will be distributed equally over IIl the taxpayers, so you can
soak the big man its well as the little one.

Senator REE;D. When Mr. J. P. Moh-a'r coMIes to figure out his
income tax he adds 10 pwreent to nothing.

Senator COMNA LY. Well, we a1re going to cit out the capital
transactions tax. We are going to ('lit theim out. My amendment
will get more out of Mr. Morgan, if he pays any tax at tll. My
amendment will distribute a certain flat percentage on everybody
that pays. If a man pays i $10,000 tax he will pay $1,000 more
instead of 2 percent more.

Mr. EMErYn. 'lhis is an enmrgecv in which it is essential, in your
opinion, to set out (,i a program of construction o in order to afford
yolu opportuniti es for employment, and it is a crisis in which we all
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must share the burden. not oi few, ond if we distribute it fairly,. 1t
v'ery sinal! Sales tax-

APentor CONNALLY. 1I11111 hot for the general sales tax.
Mr'. E~mERY. We keep findling Sonme now articles to jpivk out fo'm

taxation.
Senator CON~ Y s; but whenl a Ito preseritat ive of the nau

factulrprs' itssO('it 10 e('Wies in here and~ tells iltielhe witnts it gettil
Stiles taIX ol Jill that het repm'eoeits. I loo1k fill it 16 liipgel' inl the
wood pile."

Mr. EliF.r. IWe hiuve eit dloinig that for smlit'1 timne.
Sollator. T114x~~r . leies for t hat is youl arue t tYing to got 1c1d

(if the illemm"tt tax-geot it ried(((-blt se oI~t' expect t'j(to pitss it onI
to the con~sumerti atnd ?.tmake him pity. it.

(lt grIeat body' of 1iianufactuIrcirs mvl1e ir'i(y P41i%,i1i9 ('x('15 tiaxes (4,
from A) to 10) piovehit its well lus, if tIluy ha114 any~v iolits. they wolith
be playing taxes oil thant. Buit if onle I'S going to t-Ilk it view of thtis
lurge lpi'tit'e thtat is jite-sm'tted to you, lie lhas to weigh the rvestilt of
taxation oit thtis lIirg(' program.

Senator (lonE. D~id your organization fivor at getiei'id males tax?
Am. EommIY. Not it general one(. but it nianiufactutrers' sales tatx.
$enitto li. . Before this elttergency c'tint'e up?
Mlr. lemmuy. X('s, Sir.
Senator UotrE. T1het plea, to use it inl the enlergencY, is4 Simly the

same plea in at different situation?
Mr. EMERY. Youl 11re after here a small amount, about $220..

000,000.
Senator GORP.. The trouble is if we once lay it oit, it will be at

thousand years on uts, and( it will grow like this gasoline tax you
have juist mentioned.

Mri. . RY. Well, if we keep laying it onl industry' by itustry
for a thousand years we would ('vetllally r'eatch themtiall. We aime
suggesting nlow ai tax onl individual article'.14

Mfay I just t miomuent mention this section 205, title II of th bil
(H.R. 57155), which is a limitation oni the purc'(haseXL of articles.
materials, or stipliC.9, ats follows:

INo uirtlets, liiriliis, or suppileA shatll be iteqailred for jitilic usev or for 11--v
upm. or Ill State, mnuniial. or lwk':lte iroj~ets, fln-iiiWd4 lit wII(II( or ill 1) rt~l by~
reditriil funds undl~er thim or ofi er nci(it of 4'oh -rsq, util *t such artii4.,
mlaterials, or suapplies hav~e liven 11111111610111 ll'P i 111P' 111iti'l SNiriteja Of r Iis
matrits,m (or stiIhes i1ni10d (or j~roditted Ini 1h ift eId Shiest 11' ivatilalle -it i
reamiasble cost.

We Sliggi'st that thal(itelitilieiit ill (htat r'egiiri otight to ((frii
to the at Inel)dInent which voti adopted inl til lit o fli a jiprojlriatil ill
bill) 1111d which k iarilt of stect ion 2. page 25i, hbie. 428. Sevent-y-
SecC0ld Coligress. it will tI(('(llijphil thet purpose5t youl htatve Ill mind,
hut will be in lainguiage reading as follows:

(b) X411wAlhslaildling aiy 01 lier Iiroviil for Illw, and 11i114s-4 O liv iadl of
tHeip 1)e111n I1 wait (or) 1lemI(l lilt vsim tIl lislitiuiit . or ~ei il l 1ii I[ .uv i'i.
cerm-ti stnhi (dcternie( it to hIm Inco-'itisisIt with the jatlile Interest. or theb
('051 to It' uiirv'iiai ukl,. or unless- i siv1 1pi I inat n to i n 11 l iu stip (or
locall 111W on,(aly suc iletll111 tilt 1114S Itl4,41 it iii' has. 1ull leril . 1111 su pp t ith's 11- 1 h1me
Nwi(t ineitd ori prit'(Rid Ilt the' Iuiatlt(4 Stiao. 11116 oiii, suvhi nuiattiiut urt d or.
t(iivs. m11iFtiiol5. id tslmhliv IsI ll'Sbe 115 ii v' i'ci t 1itif'ili'a'd ill f il, I'ltil c Sin t.'s
%ibstatiiti ulIy Jill A-41111 alt felts. tiiw tills, or slllwIl' ililtt'il plroduced'. or a it
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factured, as the case may be, in the United States, .hall he acquired for public
u.-e or beniwit, or for ue tipin or In 28tnte, county, municipal, or private proj:.cts
whL h .h I be financed under this or other ams of Congress In whole or In part
by F. deril runds. This ,ectlon shall not apply with respect to article s, ina-
lerha's. or suljplies for u',, titsidi the United 8tes. or If articles, materials. or
,Jlipplies of the class or kind to be used or the articles, materials, or supplies
from which they are inufiactlurd are uot miii ed, produce(d. or manufactured,
..s 1he ease nilty In. in the United .iut,.s in sufficient and rvusonably available
comnere a! quantities 1111(1 or a ,stlisfatory quality.

Senator IIF:ED. I think there are snome materials that are available
in this country in such limited lmaintity, an(d the pricess are so reason-
able, that thi. amentiment would exeludle 90 percent of them from
competition under the conditions set forth.

Mr. EmiJy. That is in the discussion before the House and Senate,
an(] we adopted this as the most rcasonale.

&.nator REED. I 11111 in sympathy with yotlr suggestion. I think
the language of the House l ill is open to thiat objection. '1'alce man-
g ane~e. Six percent of oipi national requirements of manganese is
produced in this co rntry. Ihe House provision would exclude from
om petition for Federal business any stedl made tip of manganese

proice(d outside the country. In othet words, we wouldn't get the
benefit of the competition of 94 percent of the American steel pro-
duction.

Mr. Emony. That is true of other articles.

STATEMENT OF AL F. WILLIAMS, TOPEKA, KANS., REPRESENTING
THE GOVERNOR OF KANSAS AND THE ASSOCIATED INDUSTRIES

OF KANSAS

Mr. WILLIAMS. Mfy name is Al F. Williams. I reside in Topt-ka,
Kan., and( I ap)peari before this committee with proper credentials
personally representing the Hon. Alfred M. Landon, governor o1
Kansas, and likewise representing, the Associated Industries of Kan-

118, an organization replresenting the millajor manufacturing and
btisiie.s: ~coie'is of the S ate. c(',tiipr-l,rnd ligl, witltin its membership
approximately 80 percent of the prochition. from an industrial
stan(rptint, ill Kant.s. I likewise alj,wii' il behalf of and repre-
senting the Retail Oilmeni's Assoviation. aftiliatel with the Inde-
pendent Oil Operators Association of Kiunms., whi'h in a major way
omJprelends the indepemnlent 'hidtrihibaion of oils and gasoline in

the State anI ('1niltlim. ill is frit41II jut,'ti'ally fill if !elnwldeit oil
men under the designations statedI. I likewise app nr in l hhalf of
tie Kn's Motor ('I 1. wihi ii- affllinivlI with the National Auto-
mobile Association, generally known its the A.A.A.

The illpo.,e of my l 'ila'a Pi ,' Ih'e to(ellv is to j)rote'I on behalf
of the G'overnor of thl .te of Ka 111 ani I ho.e assolttiolls nanud
against the favoral ie (osievation by vo i ol , ilittee 1ni4 tile elit't.
nielnt Iby Conigress of any ilaw inrctelig the taX lpoti gasolhite. As
I un(lerstand the sitliatiiin to be. the poposal now Im-fore your cot)-
nlittee is tha, the J)'e ellt eXist ll 1-cent gua .olille tlx be increasel to
l:3 cetts per gallon on all gasoline so l in the 1Tiitted States.

Although representing industrial org,.ani'zations, manufactutring
concernss . andI proc iticets. as well uis speaking authoritntively for the
Governor of the State, the background of my argument is based

I3
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upon the effect the addition of this tax would have upon the farmers
of our State.

Industry recognizes in ai major way that there can be nowdefinite
successful "coine-back " until the farmer of the United States re-
ceiv(as a fair return for the products of the farm and field. Until
he is taken out of his present deplorable situation and condition and
is able to breath auain emnomically, there can be no adequate return
to industry in "he way of slclssffu l operation of business.

Out in out' State we recognize er clearly that our mines and
mills and workshops. our factories, oil wells, and business institu-
tions cannot continue to sievessfully function unless the farmer of
our State is possessed of sufficient means thai he may provide himt-
self with the ne,'essities and .one of the luxuries of Ife.

Kansas is essentially a 'irming State. Its broad prairies and
great fields of waving grain provide the sources of wealth that sup.
port all the people who live within i's borders. and if the farmer is
in dire need and distress. has no market and no nioney. business so
necessarily dependent upon his succesij langa-uishes anl dies. And,
therefore, as a representative of business it becomes necessary for us
to urge that the farmer be protected as a necessary incident to the
success of business itself. rn 'he last 2 years Kanisas farmers, like
those in other States. b'lt possibly to a more inarked degree than in
many. have been unable to meet their ordinary living expenses. Tax
payments have been retarded and in many instances have entirely
ceased. Mortgage indebtedness and interest payments as well stanl
in default to the amount of millions of dollars, hut the tragedy of
the whole situation is that it has taken the life, pep. and hope out of
the farmer's make-up. And while in Kansas our farmers have not
lost their heads or become violent, owing in a large degree. I am glad
to say, to the advice and counsel of the leaders of the various Kansts
farm organizations, still hey have reached a plight that the State
recognizes as being extreme.

The last legislature in Kansas. which adjourned a few weeks ago,
passed a law eliminating all penalties and interest on unpaid taxes
up until September of the current year. They likewise passed a law
giving district judges in tile Slate the right to fix an up set price
upon real estate sold tinder foreclosure for the obvious purpose of
preventing sales under foreclosure at less than the property normally
would be worth, and thus giving to the farmer an opportunity to
save himself.

We have gone as far its we, ean to help. We are eolseious of the
dangerous position we o.lipV. Inisltry reeomzflizf-S this in at very
major way, because if it is to suceed the farmer must succeed as well.
They are interdependent one on the other.
Ulder the terms of our Kansas statutes and constitution, gasoline

taxes are collected entirely and solely for ttw, on p1,1'ii' hiL ,lwIm vs,
and the farmer in our State is not required to pay gasoline tax on
any gasoline used purely and wholly for agri('ultulal purposes. We
have again Colie to the i 4sistlltee ot the main who is engaged in pro-
viding the food supply of the Nation. and although we have a gaso.
line tax of 3 cents per gallon and Collected (luring the calendar year
1932 alproximately seven and one-half million dollarss gasoline taxes,

II
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it did not comprehend any payment of gasoline tax by the farmers
in our State.

In round numbers, the farmers of Kansas would have been re-
quired to pay during the year 1932 approximately a million eight
hundred thousand dollars in gasoline taxes ha(d it not been for tile
exemption granted them for agricultural reasons. But under the
provisions of the Federal act they pay approximately $600,000, and
if this additional tax is put 111 ion tleiI they will pay3 around it ril.
lion dollars a year to the Federal Government, and it will have to
come out of their meager earnings and limited income.

It is our contention and argument to this colmittee that if full
recovery is to come back to this Nation, it must come primarily.first
to the farmer, because he was first to be hit: andl that revenue-raising
measures, while admittedly necessary. should n4t go to the point
where the farmer's return will be retarded and thus in a detirte way
put a check upon the substantial return of all industry. i ain not
unconscious of the fact that the recent increase in grain prices has
been of substantial benefit to the farmer, curtaile(d, however, in a
very definite way by the fact that only a small percentage of
farmers control tle visible supply of farm pro(lucts that they gained
by the recent price advance, and therefore the net result in othe way
of benefits to the farmers of our State have been extremely small,
and when general commodity prices are noted to have advanced
along with grain prices the net benefit is really negligible. All
classes of industry are thoroughly imbued with th idea and opinion
that any additional tax laid upon the back of the fariner will seri-
ous!y imflpair economic recovery inl the United States.

Kansas has done her share and has exeml)ted her farmers from
this class of taxation in view of the important position as ai food-
producing element in our national life which is occupied by the
farmer. In Kansas the farmers OWl wI ,qt'at, al))oxinaely
67,000 farm tractors and own more of such machines than finy otier
State in the Union save Illinois. They likewise own and o")erate
34,000 trucks, which is exceeded by the farmers in cnly nine other
States, irrespective of population. 'The fPrmers of Kansas own anti
operate practically one th ird of all motor propelled or (1 iven ve-
hicles in tile State. An additional burden !Mid iipon them at this
time, when they are just beginning to breathe again, might he the
last straw, and I urge upon thui , n' 'ii' ,~ 'P ,u:1.:'sit v of taking
these facts into considertion. Kansas farmers have not as a rule
been a complaining class. They have endured their griefs and
troubles, their 111)s and downs. wit0 mo c ,. nennldab'e fu r tide.
They have accepted the )resent conditions without becomnin, so(iail-
istic or red. anid it is my personal opinion that their attit'ilde has
largely Ibeen induced by the feeling that, as the era of rconstr'ti,,n
came chser, (tid' cmsideration wouhl be given to tlm in their ex-
tremity and fill 1)11tifllity offered by" w(ill 'h111( 1mih colie back
again an] save their farms and homes from total loss.

It is this slant I wi-l the colinlittee to takt' ill the i)1rtest I make
on behalf of those whoil I relwresent here today. 'T'he Governor ,of
the State of Kansas is keenly cotseiiis ,,f t l sr ititn. In a fairmn-
inr State like Kansas we get a closer contact with thfse conditions.
Living with it every day, as we (1o, we ham, forced ulpon us the im-

II
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niensity of it all, as well as the sadness and the misery that goes hand
in hnnd, dayby day, with these conditions.

All industry in our State rises or falls as the farmer succeeds or
fails. When the farmer has money, business is prosperous with us,
and when the farmer is unable, to purchase his necessities or some
luxuries from time to time, business in all lines of industry lan-
guishes. Industry naturally does not desire to see a burden laid
upon it. and this applies both to the oil industry in its various phases
of production and distribution as well as to tfose business concerns
whose main purpose is the manufacturing and handling of merchan-
dise an(d its distribution to the generaI public. We all feel that
gasolin:' now pays more titan its share of the public burden; that
simply because it seems easy to add an additional burden to it
there is'no justification for so doing. No other commodity in the
world, so far as known, is so utterly out of proportion to its actual
cost as is gasoline, and the wie ami consumption of this article has
decreased in Kansas in a substantial way with the addition of these
taxes laid upon it from timt, to time. We built our roads in Kansas
with our gasoline tax. and after we have constructed them the gaso-
line tax is used for maintenance. Not one penny is taken for any
other purpose except the purpose of roads. We'feel that the Fed-
eral (ov,'rnment should leave to the various States the right to raise
money utpon gasoline free from any Federal imposition. There
should he no gasoline tax levied by the Federal Government. And
while we- only have a -eent tax in Kansas and Florida has a 7-cent
tax, and there arc various other States intermediate, we feel it is
a problem that should be controlled entirely by the State. I am
th-refore hopeful that in this consideration your committee will
view with favor the elimination from the bill under discussion any
increase in gasoline taxes and, if possible. provide some other methods
tlt may be proposed to raise the required revenue, going so far as
to suggest even the elimination of the existing 1-cent tax now
Prevailing.

Sonatot (Groti. What is your present ratio, of State taxation on
gaisoline?

Mr. WII.TA-M.s. Three (ents. We had a 2-cenit rate iind increased it
as an eniergrency nienslire 2 years alro to :1 cents. It was to eliminat,
itself by operation of th statute within the year, and like practically
all taxation statutes, as soon as it camne to the end of the road they
reenactedl it. We still have our 3-cent tax there. But in the opera-
tion of that tax law we have exemnp:ed the farmer from paying any
gasoline tax on any gasoline used in purely agricultural purpo.ses.
We have even gone a little bit further, as you will note, in trying to
take care of the farmer in the development of agricultural pursuits
and obtaining to the agricultural business.

A satisfied citizenship means more in the present condition of
unrest than any other one thina if we are to again come back on
even keel as a nation. Any tax that destroys the morale of the citizen
takes away from him the hope of proved inr a reasonable return for
himself, lays upon his hack an excessive and unusual burden out of
line with the requirements of the occasion, deadens his ambition, clur-
tails his desire to work. makes him more anxious to insist that the
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Government provide a living for hin, and in fact upsets tile tradi.
tions of our Governmieit.

I am conscious this committee is working under stress. Any-fonin
of taxation is obnoxious and in an extreme situation as the country
is now going through, where money must be raised to finance the
various projects in the mind of the'President of the United States,
there will be objections made to practically every method of taxation
suggested, but sincerely trust that in the" wisdom of the members of
this committee and their colleagues they may see fit to enact only
such a measure as will carry taxation requirements of such a (harac.
ter that the burden may be more equally distributed, that specific
industries will not be erushied and that excessive burdens will not be
laid. With this kind of a program the people of Kansas will be glad
to respond. We are not claiming exemption from oar share of
public duty. We are not willing to admit we have no part in the
President's plan to beat backc in the United States, biot we do say
that agriculture and all business dependent upon it should not be
forced to bear the load and thus retard a speedy return to prosperity.

Senator McADoo. Isn't your tax dIiflicult to alminister between
what is actually used on tie farm andl what is used otherwise?

Mr. WILLIAMS. It has caused some trouble, Senator. There have
arisen a lot of questions as to the common honesty of the indi.
vidual and, still, that is always a question in every community
and everything, as I assume, human nature Ieing the same in olle
confine as tile other, and there are seasons in which our gasoline
exemptions, because they are claimed as exemptions, get stupen-
dously large, seemingly out of all proportion to the amount of gaso-
line the farmer cou ld use. But by and large it has not been an
unsuccessful operation. Our farner has been exempted under the
3-cent t,.. approximately $1,500,000. That would mean $500,000
paid under a 1-cent tax to the Government-something under $600,-
000 to he exact if this additional tax goes on, and It will run the
tax the farmer will pay to the general Government on the three-
quarter cent increase, inking a 'total paid one and three-quarters
cents, ap)roximately $1.000,000 to the Government.

Senator Rrn-.-r How intchi (10 you estimate the furnivrs of Kansas
will gain under this farm relief act? 'Two or three hundred million
dollars, won't they?

M r. WmzAIMs. It is entirely problematical, Sniator. I Couldn't
estimate it, and I don't believe aivozi elsi' ,,an estinnate it. If tile
farmer will get substantiall r',li ,f iii (I ,ireio 11ti d and lave it taken
away from himn1 in 11ol her, t here ias iot hIen it great ietvil dlone.

Senator (''OMN.L.Y. Tlle fmim'mer h1tIs uI iailv gotteit considerahle
increase in the Cuin0nochity IrTTs s.nilwet the 4th t Mareia, halnt he?

Mr. IVziLL.S. Thv wIuld have, it' thley hd the conmmohlity. The
gravity of tile sitluiatnon is that the big,( ,1'i of the wheat and the
corn, vlhich typifies our Production, and largely wheat, is no longer
in the hands of the Iproducer.

Senator CON..NA ,L.Y. I understand that, but when he makes some
more, if the price keeps l-

Mr. WuILAMs. If he makes some more, and our crop is estimated
somewhat at 30 or 40 percent of normal crop----

I.
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Senator CONNALLY. Do you know how much whe't has gone up
since the 4th of March?

Mr. WnLIAMs. Yes; if I remember, it was something like 78
cents Saturday, and we sold our wheat for 29 and 80 cents in the
field, and that is a mightly low margin. But right in harmony with
your question as to tic advantage of the prices of farmi products.
the pjo'lucts the farmer raises, following along with them, is an
increase in commodity prices of everything that the farmer has to
buy and I may direct this to your attention, and I think it is ,,erinane
to this subject is anything that can be said; the farmers oCKunsas
have been living for 2 or 3 years from hand to mouth. Th1ey have
had no luxuries. The barest kind of an existence is all they have
had, and many of them have hardly been able to eke out n misernble
existence. So if they can get just a little leeway in the way of addi-
tional funds coming from increased price of products thley might
raise, they are so necessitous in the demands for the things that they
have been deprived of for the last 3 or 4 years that when they go
into the market to buy them and find commodity prices have jumped
anywhere from 10 to '25 percent, the net gain to the farmer wilibe
found to be extremely small.

I want to say that increasing this gasoline tax to the farmers in
Kansas will hurt every business man in the State.

Senator CON2.ALLY. I grant you that. I was simply offsetting
what the Senator was talking about with relation to tie farm relief
bill, whether it helped you or not. You have already had some help.

Mr. WILLIAMS. Oh, yes: and I might say to you fi'ankly we are
grateful to the General Govermnent for the relief that has been
given, for those things that God may give us. Lord knows we are
thankful for what you can hand o1t. We are not in the position of
asking for a dole, and Kansas is not here. ii that situation. We want
only those things that are right, and we want to do our part, but wo
believe the gasoline tax is a basic proposition that should be left to
the States anyway.

The CHATnMxN . Mr. Williams your time hits expired.
(The following statement was ltter submitted by Mr. Williams:)

~ r~I',\ 5~'1' .-I ilM i i IIY Ag.. F. WroIIIA MR. T' OIK , K ,Nm.

AMy illint, Im Al. F". Willinms. I resild ei 'IIJIT)eCa, Knlus., IIIll I aPlpiar before
this em0it 1 wilh i,'otwr credentials, persomlly replresenting the lion.
Alf M. Litmiloli, (hov4'lrmr of anld 111kewise represent g tilt' AssocilitA
101isth-4-l'* o KhIIII-1S, tll ,iaIII lit 1)oll -Ii'Cljemt l g the niiijr iIInufictirling
Ittil ushiis or fill, Stiut (l, eIhll. ( W1h-,ivill it llh II s l hlrshil) tip-
irIxiinilvy NO luIw',eiI or tle proi t film. fr'l'r till I hldstrill slon ponll t, In

ittNsas. I il.ewise aull'air in behalf of wid representing the itetll Olmen's
AsK1im hh iift1hiitted wlh IIIh Itiepi'm -tiuit Oil Oieritors Assmchiitlhon of Kl:lisos,
whiel III ii illJito' wily cOillinlil 'i, ds tht, lllhlpendlent distribu llon of ol- imid
U lisl~lme fII the stilfb i1llu toinplsis I| IN group rIictl(ally til l Ine pendent
( IIIll Un llidl' li e 4l(6iIgill iiftl stalt'd. I Ilkewisp Iil p lor Iln hihlnf of tlie
Klansus M,,t r 'luihi. whi,.h Is uamtil,1 will the Nsithllill I Atloeobile- Assod
I lhl gimrally known nIx Ihe A.A.A.

Th(- lII'l lO f lily I ll 'ilrant' lerp tulsiy Is to ritest i hfltltf of the
Oh,v rIrll of IN l lo , of Iilws Illld tIosP lsssurtioll I IIiiied 10i1111-t th
favorahl ePonhlitdritlo) by your .onllliit~ep alt the niletmeunt by v'ongress of
iyiiI liiw 110cr(llith lx fi tX upoi ansoillw. AR I understood tlip sih tlion to
II. the propoxidl now before your voiinittep is lint thi wesent existing
1.eent gngoline lax lp inereued to 1% cents ler gallon on till gusollne Sold In
the 11nitel f4tates.
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Although representing Industrial organizations, manufacturing concerns, and
producers, as well as speaking authoritatively for the Governor of the State,
the bucicground of my argament Is based upon the effect the addition of thlh
tax wouid have upon the farmers of our State.

lnmustry recognizes in a major way that there can be no definite successful
"come back" until the Laimer of the United States receives a fair return for
the products of the farna and field. Until he is taken out of his present
deplorable situation and condition and is able to breath again economically,
thet e can be no adequate return to industry in the way of successful operation
of business.

Out In our State we recognize very clearly that our mines and mills and
workshops, our factories, oil wells, and business institutions cannot continue
to succebsfully function unless the farmer of our State is possessed of sufficient
means that he may provide himself with the necessities and some of the
luxuries of life.

Kansas is essentially a f broad prairies and great fields
of waving grain prowi hat support all the people
who live within its dire need and distress,
has no market a dependent upon his
success, languis entative of business
it becomes nec rge that t cted as a necessary
Incident to t itself. Kansas farmers,
like those I e than in many,
have been -payments have
been retar rely tgage indebted-
ntess, and ayment Xat of millions
of dla Iar taken the life,
pep, athe our farmers

degree, 1 am
glad to Kansas
arm or J tate recognizes

as beingi,
The l' ature ournei ks ago, passed

a law eli 11 penalty ill September
of the eu They et judges in the
State the an ce u under foreclosure
for the obve at less than the
property nor orth, ah to the farmer an
opportunity to

We have gone -- i-clous of the dangerous
position we o.cupy .,very major way, because
If It is to succeed th e 1. They are interdependent
one on the other.

Under the terms of our Kansas statutes and constitution gasoline taxes are
collected entirely and solely for use on publ c highways and the farmer in our
State :s not required to pay gasoline tax on any gasoline used purely and
wholly for agricultural purposes. We have again come to the assistance of
the man, who Is engaged in providing the food supply of the Nation, and
although we have a gasoline tax of 3 cents per gallon and collected during the
calendar year, 1932. approximately seven and one half million dollars gasol ne
taxes, It did not comprehend any payment of gasoline tax by the farmers in
our State.

In round numbers the farmers of Kansas would have been required to pay,
during the year 1932, approximately a million eight hundred thousand dollars
in gasoline taxes had It not been for the exemption granted them for agri-
cultural reasons. But under the prov sions of the Federal act they pay approx-
Imately six hundred thousand dollars, and if this additional tax Is put upon
them they will pay around a million dollars a year to the Federal Government
and It will have to come out of their meager earnings and limited income.

It is our cor.tention and argument to this committee that If full recovery
is to come back to this Nation it must come primarily first to the farmer
because he wits first to be hit and that revenue ralsinc measures, while
admittedly necessary, should not go to the point where the farmer's return
will be retarded and thus in a definite way put a check upon the substantial
return of nil industr. I Pm not u-eorseious of t'e fact that the recent in-
crease in grain prices has been of substantial benefit to the farmer, curtailed,
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however, in a very definite way by the fact that only a small percentage of
farmers control the visible supply of farm products that they gained by the
recent price advance and, therefore, the net result in the way of benefits to
the farmers of our State have been extremely small and when general com-
modity prices are noted to have advanced along with grain prices the net
benefit is really negligible. All classes of industry are thoroughly imbued
with the idea and opinion that any additional tax laid upon the back of the
farmer will seriously impair economic recovery in the United States. Kansas
has done her share and has exempted her farmers from this class of taxation
in view of the important position as a food-producing element in our national
life which is occupied by the farmer. In Kansas the farmers own and
operate approximately 67,000 farm tractors and own more of such machines
than any other State in the Union save Illinois. They likewise own and
operate 34,000 trucks, which is exceeded by the farmers in only nine other
States, irrespective of population. The farmers of Kansas own and operate
practically one third of all motor propelled or driven vehicles In the State.
An additional burden laid upon them at this time, when they are just
beginning to breath again, might be the last straw, and I urge upon this
eoramittee the necessity of taking these facts into consideration. Kansas
farmers have not as a rule been a complaining class. They htve endured
their griefs and troubles, their ups and downs with most commendable forti-
tude. They have accepted the present conditions without becoming Solialistic
or Red, and it is my personal opinion that their attitude has largely been
induced by the feeling that as the era of reconstruction came closer due
consideration would be given to them in their extremity and an opportunity
offered by which they could come back again and save their farms and homes
from total loss.

It is this slant I wish the committee to take in the protest I make on behalf
of those whom I represent here today. The Governor of the State of Kansas
Is keenly conscious of this situation. In a farming State like Kansas we get
a closer contact with these conditions. Living with it every day, as we do, we
have forced upon us the immensity of it all as well aq the sadness and the
misery, that goes hand In hand. day by day. with these conditions.

All industry in our State rises or falls as the farmer succeeds or fails. When
the farmer has money, business is prosperous with us. and when tMe farmer
is unable to purchase his necessities or some luxuries from time to time 1111si-
ness in all lines of industry languishes. Industry naturally does not desire
to see a burden laid upon it, and this applies both to the oil Industry Iii its
various phases of production and distribution as well as to those business
concerns whose main purpose Is the manufacturing and handling of merchan-
dise and it, distribution to the general public. We all feel that gasoline now
pays more than its share of the public burden. That simply because It seems
easy to add an additional burden to it there is no justification for so doing.
No other commodity in the world. so far as known, Is so utterly out of propor-
tion to Its actual cost as is gasoline, and the use and the consumption of this
article have decreased in Kansas In a substantial way with the addition ot
these taxes laid upon it from time to tine. We build our roads In Knna11
with our gasoline tax, and after we have constructed them the gasoline tax is
used for maintenance. Not one penny is taken for any other purpose ex cpt
the purpose of roads. We feel that the Federal Government should leave to
the various States the right to raise money upon gasoline free from any Fed-
eral imposition. There should be no gasoline tax levied by the Federal (ay-
ernment. And while we only have a 3-cent tax in Kansas and Florida hos a
7-cent tax, and there are various other States intermediate, we feel it is a
problem that should be controlled entirely by the State. I am, therefore. hope-
ful that in this consideration your committee will view with favor the elimi-
nation from the bill under discussion any increase in gasoline taxes. and. if
possible, provide some other method that may be proposed to raise the required
revenue, going so far as to suggest even the elimination of the existing 2-cent
tax now prevailing.

A satisfied citizenship means more in the present condition of unrest than
any other one thing if we are to again come biick on even keel as a Nation.
Any tax that destroys the morale of the citizen takes away from him the hope
of providing a reasonable return for himself, lays upon his back an excessive
and unusual burden out of line with the requirements of the occasion, de-dens
his ambition, curtails his desire to work, makes him more anxious to Insist
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that the Government provide a living for him, and in fact upsets the traditions
of our Government.

I am conscious this committee is working under stress. Any form of taxation
is obnoxious and in any extreme situation as the country is now going through,
where money must be raised to finance the various projects in the mind of the
President of the United States, there will be objections made to practically
every method of taxation suggested, but I sincerely trust that in the wisdom of
the members of this committee and their colleagues they may see tit to enact
only such a measure as will carry taxation requirements of such a character
that the burden may be more equally distributed that specific industries will
not be crushed and that excessive burdens will not be laid. With this kind of a
program the people of Kansas will be glad to respond. We are not claiming
exemption from our share of public duty. We are not willing to admit we
have no part in the President's plan to beat back in the United States, but
we do say that agriculture and all business dependent upon it shoul]4 not be
forced to bear the load and thus retard a speedy return to prosperity.

STATEMENT OP S. B. POX, TAX CONSULTANT AND COUNSEL,
INDIANAPOLIS, IND.

Mr. Fox. Mr. Chairman and members of this committee, I want to
take just a minute or two of your time on this question of relief of
taxation.

Let us go back to the year 1862.
The act of July 1, 1862, imposed an income tax of 5 percent on

all incomes from $600 to $10,000, and then the act of June 30, 1864,
imposed a 5-percent tax on all incomes from $600 to $5,000, and a
7 percent tax on all incomes from $5,000 to $10,000, and a 10
percent tax on all incomes in excess of $10,000.

The reason I speak of this is I am coming up to the fact of trying
to eliminate any increase of taxes on anybody in this country, in view
of meeting the interest on $3,000,000,000 which has been proposed,
and in view of that fact I am going to ask to have this exhibit made
a part of the record, if it is permissible.

Senator GoiE. What is that?
Mr. Fox. An exhibit on taxation.
Senator GonE. Is it a historic sketch ?
Mr. Fox. Yes.
Senator GEORGE. That will be filed as part of the record.
Mr. Fox. The act of March 2, 1867, repealed the progressive in-

come tax and imposed a 5 percent tax on all incomes in excess of
$1,000 until 1870, and the act of July 14, 1870, reduced these taxes to
21 percent for the balance of 1870 and 1871, when the tax law ex-
pired and was not reenacted.

The act of September 1918 imposed a progressive or graduated tax
on individuals of 1 percent beginning at $3,000 net.

On February 25, 1913, the sixteenth amendment of the Constitu-
tion of the United States was certified as adopted. This ordains
Article XVI, which is as follows:

That Congress shall have the power to lay and collect taxes on incomes from
whatever source derived, without apportionment among the several States, anm
without regards to any census or enumeration.

This exception, that exemptions of persons with incomes of less
than $3,000, was so construed at that time as being confiscatory and
unconstitutional, so it, therefore, should be considered now as then.
There is no reason for any exemption from taxation, for it is with-
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out a doubt a discriminating tax and a burden only upon those who
are not exempt and who are penalized by being compelled to pay
many times more than if the tax were equally divided and uniform.

Unless it operates with uniformity upon all persons of the same
class it is not a uniform tax and is an unconstitutional tax. When
all are taxed equal, without any exemption, then you have an equal
and uniformity in here, which to some extent is the very idea of a
tax.

While it is true Congress has a right to fix the rates of taxation,
also the exemptions, I do not believe it is the intention of Congress to
continue the present discriminating method of taxation.

When income-tax laws were first passed there were no exemptions
and the rates were much higher than the proposed rates made in this
suggestion of equal taxation to all in proportion to their incomes, and
exemptions from operation of tax always creates inequalities.

Everybody should pay a tax in the United States, starting at zero;
put a flat tax on, as you suggested awhile age, Senator.

Senator CONNALLY. I didn't suggest that.
Mr. Fox. You spoke of it awhile ago; so I have proposed a

straight flat tax.
Senator CONNALLY. I didn't mean what you say, that there should

be no exemptions.
Mr. Fox. That there should be no exemption, because exemption

has always caused evasion.
Senator CONNALLY. I didn't mean that.
Mr. Fox. I mean that.
Senator CONNALY. You may make that proposition, but don't

say I did.
Mr. Fox. There is no place in the United States where tax has

not made evasions, so I am proposing there shall be no evasion of
taxes of any kind, not even for dependents; that there shall be no
depreciation on property, no obsolescence to any corporation for
property. And if this was done, if depreciation alone was treated as
it should be, it would mean $150,000,000 to the United States Gov-
ernment for tax purposes alone, and if a straight flat tax is placed
on everybody in this country, starting from zero up, making every-
body responsible for a tax in this country, this country would elimi-
nate its deficit of $1,600,000,000, with the exemption clause included,
and provide a surplus to this Government.

The attributes of equality and uniformity Intere. however, to some extent
In the very idea of a tax.

The inhibition to tax in any other than that which accomplished
the result that each member of society bears only his proportion or
share of the whole expense of the Government does not differ essen-
tially from a provision that taxation shall be equal and uniform.

Second. It is a well-settled fact that the legislature has the power
to classify "objects of taxation ", but it is equally well settled that
selections cannot be made out of a class for taxation, and others of
this class be exempted.

The matter of taxation as it now stands places the burden of taxa-
tion upon those who have an income of over $2,500 a year, and who
constitute a minority of the country. Of course, it is agreed that
the exemption of the income of $2,500 is reasonable and in further-
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ance of a public purpose, because the sum of $2,500 is the average.
annual cost of living of a family. This is a supposition and not to,
be taken for granted as true in our country, but if it be once con-
ceded that exemptions of a much larger amount can be made which
might place the whole burden upon the rich and if pushed to an
extreme to be.a confiscation and not the proportional taxation author-
ized by the Constitution.

A law containing arbitrary exemption can in no just sense be
termed uniform in my judgment and it is for this reason that I am
opposing any personal or dependent exemption of any taxpayer
whatsoever.

Third. The income tax law as it now stands is marked by dis-
criminating features which affect the whole law. It discriminates
against the single person who makes $1,000 or more and those that
do not. Then it again discriminates against those that are married
and make only $2,500 and those that make more. It thus vitiates,
in my judgment, by this arbitrary discrimination, the whole legisla.
tion. The legislation, in this discrimination it makes, is class
legislation.

IFourth. Under wise and constitutional legislation every citizen
should contribute his proportion, however small the sum may be,
to the support of the Government, and it is no kindness to urge any
of our citizens to escape from that obligation. If he contributes the
smallest mite of his earnings to that purpose he will have a greater
regard for the Government and more self-respect for himself, feel-
ing that though he is poor, in fact he is not a pauper of his Gov-
ernment. And it is to be hoped that whatever woes and embarrass-
ment may betide our people, they may never lose their self-respect.
These qualities preserved they will ultimately triumph over all
reverse of fortune.

Fifth. It is, therefore, very essential that there should be some-
thing done in the next Congress that will equalize the burden of
taxation and consideration should be given particularly to the ques-
tions of exemption and credits of dependents. Also of all other
credits taken and of which there are no records kept.

Sixth. As another suggestion let me say that if the taxes of the
individual were figured on the basis of a straight income without
any deduction whatsoever it would be more equally distributed.

This, of course, to be a flat tax and no surtax whatsoever, and
if this method was carried out there would be no refund made and
there would be eliminated 65 percent of the present number of em-
ployees in all branches of the income-tax division of the Internal
Revenue Department all over the country.

It would simplify making all returns and also the forms and
would reduce the size of forms and eliminate all the printing matter
that they now carry on these forms and eliminate the cost thereon.
Every wage earner in this manner would become a taxpayer and
there could be no dodging of income or claims for reductions made.

It has been proven by returns filed in Indiana as of March 31,
1933, 10.000 more returns than in the same period of last year, due
to the reduction of credits and lowering of exemptions, so it shows
conclusively that if the entire income was taxable, that we would
have surplus every year in excess of Government expenses and espe-
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cially if same were figured on the basis as I have suggested and
every taxpayer in the United States would be satisfied, rich or poor
alike, as the taxes would be equal and in accordance with their
income.

Seventh. In following my theories this would eliminate entirely
the Board of Tax Appeals, your Court of Claims, and also .50 percent
of the general counsel, which would mean a saving of approximately
200 millions of dollars in expenses, and there would be no occa-
sion for any suits being taken either in the Court of Claims or
the Supreme Court of the United States, for the simplicity of this
taxation there would cease to be any errors whatesover in the calcu-
lation, as it would be under one rate and one rate only. This in addi-
tion to the additional revenue from. the schedule on page 42 you find
that there could not be a deficit in this country, and should be given
every consideration from the point of taxation during these dis-
tressed times.

DEPRECIATION AND) OBSOLESCENCE

First. The meaning of "depreciation" is "lessen in value ", so' it
has been taken by all corporations to lessen their taxes and set upon
their books a reserve for the same, only for the sake of a credit, but
the actual cash is never placed in that reserve account with the bank
,or invested in securities as an actual reserve for replacement when
needed.

Second. Depreciation given either to the individual or a corpora-
tion is only a relief to the amount of deprciation on their taxes, and
when the property is sold it is added onto the sale price, so therefore
it should not be allowed as the Government does not et interest for
the years the taxpayer is allowed the deduction on his tax.

Third. Depreciation is misused by every corporation in the United
'States, for after they have fully depreciated their equipment they
,ao'ain set up the same equipment at original figures and depreciate
tie same over again, proving again that the same should not be
allowed.

Fourth. Depreciation on real estate is allowed solely for the pur-
pose of making minor repairs, but this is misused, also, for they
also take credit for the repairs; so it is a duplication in these cases
also.

Fifth. Obsolescence means disused. Anyhow this, too, is misused,
for a corporation will set aside machinery, building, or furniture
for a certain period of time and take the whole cost of same as a
.credit on their income-tax return and get the credit on taxation;
then, after a period of time, they will repair the building, machinery,
and furniture and again put them in use after taking full credit for
same and set them up on their books as new, and then again depre-
ciate the same, using the same credit of depreciation for the second
time.

Sixth. This is another way of evading taxes, and, If properly
scheduled, would make a difference of millions of dollars to the
Government and again eliminate the examination of returns, which
cost millions of dollars a year to the Government as it now is, for no
two men, I dare say, in the Department figure depreciation and
,obqolescence in the same manner.
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REFUND OF TAXES

Section 110 of the 1932 act.
This act should read that no refund of taxes will be allowed for

prior years of 1917 to 1926, inclusive, to any individual, corporation,
partnership, or fiduciary, unless suit has been filed in court prior to
the passage of this act, which waives the statute of limitations until
settled.

There are many leaks in the Internal Revenue Department that
are causing the refunds of millions of dollars which are brought to
the attention of the various taxpayers, that know nothing about it
and which is refunded, and the little man, of course, has no way ol
getting his refund that he may justly be entitled to. The above
change would stop, then, all old claims now on file.

IRREVOCABLE TRUST

Section 166 of the 1932 act: This act should read "when the
grantor of a trust has at any time the power to revest in himself
title to any part of the corpus of the trust." If such power is vested
in him either alone or in conjunction with any person not having a
substantial adverse interest in the disposition of the part of the
corpus in question, then the income of such part of the trust for such
a taxable year shall be included in computing the next income of the
grantor of the trust.

The words "at any time during the taxable year" should be
stricken out in the act, for the reason that a trust can be written, and
which have been written, that cannot be taxed as income to the
grantor. Trusts are being written now only to evade inheritance
taxes at the time of death, and is only done by the wealthy of the
country as the poor as well as the middleman have no inheritance
tax to pay.

DISCRIMINATION

Corporations are not allowed a deduction of $3,000 exemption
against their profit, while the individual who may be single and
makes $1,000, or a married man who makes $2,500, are exempt en-
tirely and pay no tax whatsoever and which is unconstitutional as an
infringement of the fourteenth amendment of the Federal Consti-
tution. This section was designed to cover all cases of possible dis-
criminating and partiality against any class and with equal protec-
tion of the law. Equality of protection is thus made the constitu-
tional right of every person, and this same equality of protection
implies not only that the same legal remedies shall be afforded to
him for the prevention of redress of wrongs and the enforcement of
rights, but also that he shall be subject to no greater burdens or
charges than such as are equally imposed and thus mincle to bear an
unequal share of the public burden.

COLLECTION OF TAXES AT THE SOURCE

It should be the duty of all partnerships, corporations, or indi-
viduals who have in their employment individuals whose salary, is
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less than $2,000 a year, to collect either weekly or monthly as they
may be paid, I percent of any such sum as may be paid the employeee
antI return the same to the Collector of Internal Revenue of that
district on or before the 10th of the following month with a list of
the names of the employees and amount paid and tax collected from
each.

Every employee who has a salary in excess of $2,000 a year, form
no. 1099 shall be sent to assorting section of Internal Revenue, Wash-
ington, D.C., showing salary and bonus, dividends, or interest that
may be paid to them during the year and made in duplicate, giving
one to each employer to be attached to their return when filing same.

If the taxes are not paid by the 10th of the following month. there
should be added to them 5 percent penalty plus interest at the rate
of 1 percent a month until paid.

Senator GoaE. You wouldn't let anybody get through the sand
at all ?

Senator REwD. He didn't hear you, Senator.
Senator GEORGE. The next witness is Mr. Berman.

STATEMENT OF BENJAMIN F. BERMAN, REPRESENTING THE
UNION MADE GARMENT MANUFACTURERS OF AMERICA

Mr. BEMIAN. I am here representing the Union Made Garment
Manufacturers of America and also the International Association of
Garment Manufacturers to bring to this committee our approval of
the principles embodied in this bill, particularly the provisions of
title I on industrial recovery.

A meeting was held last week in New York City by the board of
directors ot the International Association of Garm'nent Manufactur-
ers at which representatives of cooperating associations and of the
larger and important manufacturers were present. The sentiment
expressed was in favor of a, program of Government cooperation
with the garment industry to not only foster but to definitely pro-
mote fair competition, .and to inaugurate fair standards of wages
and hours of work.

We of the garment industry stand ready to cooperate with the
Government in order to bring about a realization of the ideals which
prompted this legislation and we welcome this opportunity to con-
tribute our efforts toward this end.

I do not believe it is generally realized, even by the trade itself,
that except for food, garment manufacturing is the major industry
of this country. Its annual volimie alproximates $4,000,000,000, and
the 1931 census reported about 700,000 wage earners-the largest
number engaged in any manufacturing industry. Time does not,
permit a further analysis but the Department of Census statistics
will reveal the scope of this field. When you consider that it pro-
duces wearing apparel for the 125,000,000 people of our Nation, the
importance of this industry cannot be minimized.

We are opposed to sweatshop conditions and their horrors front the
standpoint of humanity-a square deal for the worker-and because
of the unfair competition which has been undermining our whole
economic structure. We welcome this opportunity to stamp out
sweatshop conditions which have brought disgrace on the heads of
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reputable manufacturers-the 90 percent so ably described by Presi-
dent Roosevelt a short time ago.

It is not generally known that the prevalence of sweatshops in the
garment industry is due in the main to the price levels set by convict-
made merchandise. Merchants wanting to compete with those
handling products of convict labor insisted on lower prices. In
order to be able to accept these lower prices unscrupulous , manu-
facturers reduced their wage scales below a living wage and sweat-
shops were inevitable.

The present bill will wipe out the sweatshop. Congress has
already recognized the evil of convict-labor competition and in this
veiT, bill has prohibited its employment on public works.

This restriction does not go far enough and a very definite and all-
inclusive limitation must be placed onthe system "which has been a
major cause of the sweatshop.

With this thought in nind I have prl)eared some amendments
which I would like to suggest to this committee:
Paye 2. line 7, after practices, " insert "To prohibit the inter-

state shipment of prison prodticts for other than governmental use."
'The second amendment, page 8, line 2, strike out the period and

insert "that the interstate shipment of prison products for other
than governmental use be prohibited."

The inclusion of these amendments will complete this bill and will
enable us to cooperate to the fullest extent. The garment industry
will be among the first to put its house in order.

I merely want to add that we are very much in favor of this legis-
lation. We think it is going to help the sweatshop conditions which
have been prevalent in the garment industry, and which are in need
of correction. They can be corrected if this measure Mr. Hunter
is going to elaborate on at the hearing on Wednesday is adopted.
He will elaborate on these conditions and will give you a complete
and detailed picture.

In the statement I have made, there are two amendments which
will also be further explained by Mr. Hunter, and those are with
reference to the question of prison-made products and their ship.
ment in interstate commerce.

Prison-made products, gentlemen, have been one of the main causes
(if sweatshop conditions, because they have so depressed the price
level that it has made it incumbent upon certain manufacturers who,
not caring particularly about their labor and their wage scales. to
meet these conditions, and I feel that if the committee gives as much
consideration to the statement that I have placed in there as it has
to the hearings this afternoon, that something worth while will
be accomplished.

Senator RF.w. If you were the warden of a penitentiary, what
device would you adopt to keep your inmates busy?

Mr. Brm.rAX. Here is the situation; most of the prisoners in
pri-ons today are engaged in sewing trades, work that is primarily
a woman's Work, and this work does not fit them for rehabilitation.
It does not enable them to find work when they get out in afterlife.
I feel very definitely the prisoners should work, but I ieel the work
should be so distributed that it will not affect any one particular
industry.



NATIONAL INDUSTRIAL RECOVERY

Senator RuD. What kind of work would you give themI
Mr. BERMAN. I am not a qualified sociologist, although I have

given some thought to it. Work can be so diversified that it will
have an educational tendency to train the prisoner so that when he
does get out in the world he can find work that will enable him to
get on and become a useful citizen rather than be thrown on society
with the necessity of learning a trade, so that when he falls into bad
company again he is likely to succumb.

Senator REEI. You favor this bill because you think it is going to
increase prices, don't you?

Mr. BERMAx. Not necessarily. I think it is going to help raise the
garment industry out of the slough of despondency it is now in.

Senator REED. It will increase prices, won't it V
Mr. BERMAN. It will have some tendency to increase prices; yes.
Senator WAGNER. That is something we are all hoping for, in these

depressed days, increased prices, is it not ?
Mr. BERMAN. Yes, sir.
Senator WAGNER. Are the members of your organization members

of the Manufacturers' Association V
Mr. BERMAN. We are not members of the Manufacturers' Associa-

tion and not affiliated with them at all.
Senator GORE. The garment workers are about the worst sweated

class of employees, are they not?
Mr. BERMAN. Yes, sir.
Senator GoRE. You were perhaps here when the question of

whether or 'iot labor organizations should be required to obtain a
license, subject to revocation, along with employers was discussed.
What do you think of that?

Mr. BERMAN. I would say this, Senator: Our firm, which employs
about 1,000 employees, has, ever since its inception, been empIoying
union labor. That has been for 30 years. And our relations wvitK
union labor have always been favorable, and we have no complaint
in dealing with union labor, in any way they see fit to organize.

Senator GoRE. Here is the point. As a manufacturer, you may
be required to take out a license, and that license may be subject to
revocation. Do you think the same principle ought to be applied
to organized labor?

Mr. BERMAN. Well, I think what is fair for one is fair for the
other.

Senator GORE. You don't object to convicts producing goods that
are consumed by the inmates of public institutions, where taxation
is saved in that way?

Mr. BERMAN. Absolutely not. I am very much in favor of a sys-
tem which provides for use by the State or State institutions of the
products of convict labor.

Senator GEORG;E. Thank you very much, Mr. Berman.
The CHAIRMAN. Is Delegate Dimond here, of Alaska?
Mr. DiMoND. Yes, sir.
The CHAIRMAN. I understand you want about 3 minutes.
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STATEMENT OF THE HONORABLE ANTHONY 1. DIAMOND, A D1ELE
GATE TO THE CONGRESS FROMTHE TERRITORY OF ALASKA

Mr. DimoND. I wish to refer to the public works section of the bill,
title II, and I will start my remarks with a question, which I will
try to answer as I go along. Is it possible, under title II, under the
public-works section, to build any highways, or to do any highway
work, in the Territory of Alaska in the District of Columbia, in
Puerto Rico, or the Virgin Islands? If it is, then, of course, the
amendment which I shall propose is not necessary.

The CHAIRMAN. In other words, you want Alaska included?
Mr. DIMOND. Yes sir.
The CHAIRMAN. Just like the District of Columbia desires to be

included.
Mr. DiomND. Pardon me?
The CHAIRMAN. The District of Columbia desires to be included,

and you want to be included.
Mr. DimoND. Yes, sir.
Mr. Chairman, 202 and 203. as written, do specifically include the

Territory of Alaska and the District of Columbia, and Puerto Rico
and the'Virgin Islands, and if that stood alone, there wo0ld not be
any doubt about it, but when we get to section 204, we find the
following language:

For the purpose of providing for emergency construction of public highways
and related projects, the Presldent Is authorized to make grants to the several
States (note the word "States") not to exceed $400,000,000 in aggregate
amount as follows--

In other words, section 204 is the highway section of the bill and
the argument has been made to me by the several lawyers that
although section 202 and 203 provide for the building of highways
for the territories of Alaska, for the District of Columbia, and so
forth, yet 204 may be so construed as to limit 202 and 203, so that
the administrator or the controller general may say that the only
highway construction under the act must be done under section 204.
The first, 202 and 203 are general sections. They provide for public
works of all kinds, including highways. Then we come along to
204 which is expressly limited to highways, and then they cite the
usual rule of statutory construction, that where we have a general
section and a special section, dealing with a special topic including
in the general section, that the special section will govern. Section
'204 cannot, in its present form, be extended to Alaska, District of
Columbia or Puerto Rico. By its express provisions it is limited
to the States. And then further along we find included among the
States is the territory of Hawaii.

The CHAIRMAN. Have you a suggested amendment?
Mr. DmOND. Yes, sir.
The CHAIRMAN. That is in the brief you will file?
Mr. DIMoN.. Yes. sir; the suggested amendment.
The CHATIM. The committee will consider it when we go into

executive session.
Senator GORE. In Alaska you have 6 months' daylight and 6

months' light. Are you interested in this minimum-hour business
and minimum wage?
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Mr. DIXoND. We are interested, of course.
Senator GoRE. You are only going to work about 5 months?

'That will save about 1 month?
Mr. DIMOND. We don't sleep much in the summertime, and in the

wintertime we sleep a good deal.
The point is this: I realize there are two constructions that can

be placed upon this act; but I call the attention of the committee
to the statement made by a jurist some time ago when he said if a
statute could be misconstrued it will be misconstrued, and several
very capable lawyers, both in and out of Congress, have told me
this statute could be misconstrued and therefore I present what I

.am sure will be a clarifying amendment.
(The amendment is as follows:)
Proposal made by Delegate from Alaska to amend S. 1712 by inserting at

-the end of section 204 a new subsection to be known as subsection (3) to read
-as follows:

"(3) The provisions of this section shall not prevent or preclude the con-
.structlon, repair, or Improvement of public highways in the Territory of Ahlska,
the District of Columbia, Puerto Rico, and the Virgin Islands under the provi-
sions of sections 202 and 203 of this act: Provtded, however, That the cost
thereof shall not be paid out of the funds authorized for higllway construction

'.by the provisions of section 204."

The foregoing proposal to amend S. 1712 is made for the reasons
that some doubt exist as to whether under the bill as it stands high-
way work can be done in the Territory of Alaska, the District of
Columbia, Puerto Rico, and the Virgin Islands.

Sections 202 and 203 of the bill, providing for the planning and
-execution of a great program of public works, including highway
construction, applies to the States and to the Territories of Hawaii
and Alaska as well as to the District of Columbia and Puerto Rico
and the Virgin Islands. If these two sections stood alone, there
could be no doubt of the right of the administrator to carry on high-
way work in the Territory of Alaska, the District of Columbia,
Puerto Rico, and the Virgin Islands. .

Section 204, however, provides specifically that the President may
authorize an expenditure of not to exceed $400,000,000 on highways
but this expenditure is limited to the several States and to the Ter-
ritory of Hawaii. The Territory of Alaska, the District of Colum-
bia, Puerto Rico, and the Virgin Islands are not mentioned and are
-therefore excluded. The reason is that section 204 is linked up
with the Federal Highway Act and the Federal Highway Act has
never been extended to the Territory of Alaska and other regions
excluded from section 204.

The danger is of a construction of the entire act to the effect
that no highway work can be carried on except under section 204.
This argument may be advanced that although sections 202 and 203
authorize public works, including highway construction in the United
States and all of its possessions, the provisions of sections 202 and
203 with respect to highways, must be limited by the provisions
of section 204 which excludes the Territory of Alaska, the District
of Columbia, Puerto Rico, and the Virgin Islands from all highway
work under the section last mentioned.

In the Territory of Alaska particularly, highway work is of the
Highest importance, and a fair portion of all funds which may be

311



NATIONAL INDUSTRIAL BEOOVERY

spent in Alaska under the provisions of the act should be spent on
highways because there it will do perhaps more for the development
of the Territory than almost any other type of work. The amend-
ment suggested is jnerely clarif.ying and will not give to the Terri-
tory of Alaska, the District of Columbia, Puerto Rico, and the Vir-
gin Islands a greater portion of the funds appropriated by the act
than they would otherwise receive.

STATEMENT BY WILSON V. LITTLE, GENERAL SECRETARY
AMERICAN WAREHOUSEMEN'S ASSOCIATION, CHICAGO, ILL.

My name is Wilson V. Little. I am general secretary of the
American Warehousemen's Association with offices at Chicago. This
association consists of two divisions-a merchandise division and the
Association of Refrigerated Warehouses. For 42 years our associa-
tion, which consists of in excess of 500 member companies located in
over 200 cities throughout the United States, has been functioning
continuously as the national business organization for the public
merchandise and refrigerated warehouse industries. It has long been
recognized as the spokesman for these industries by the Government
departments here in Washington; by the Chamber of Commerce of
the United States; by educational and research agencies of all kinds;
by bankers and by all others having any interest in public mer-
chandise and refrigerated warehousing.

The business activities of our member companies consist primarily
in serving as agents for manufacturers and other producers in the
maintenance of stocks of their products in their various markets and
in making physical deliveries from those stocks to their customers
therein.

Although service organizations our member companies are part
and parcel of the Nation's distribution system, and their business
consists of transactions in interstate commerce.

We appear here today in the belief and assumption that the indus-
tries represented by the American Warehousemen's Association come
within the scope of the industrial-control feature of bill S. 1712, to
which you are now giving consideration.

These industries wish strongly to support this measure and trust
that the text of the bill will not be changed by your committee or in
the Senate in any way that will preclude the public merchandise and
refrigerated warehousing industiies from its present provisions.

In this connection, at the hearing of your committee on May 26,
Mr. Loomis, representing the dairy interests, suggested an amend-
ment to section 8 of the bill. My associate, Mr. W. M. O'Keefe,
executive secretary of the Association of Refrigerated Warehouses, a
division of the American Warehousemen's Association, will incor-
porate herein a statement with respect to this suggested amendment
and in which the American Warehousemen's Association, merchan-
dise division, fully concurs.

In expressing the above sentiment in support of the industrial
control feature of S. 1712, and the desire of the public merchandise
and refrigerated warehousing industries unquestionably to come
under its provisions, the American Warehousemen's Association has
been authorized to speak also in behalf of the following local, State,
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and regional warehousemen's association and their constituent mem-
berships, which, along with the membership of the American Ware-
housemen's Association, comprehend the vast majority of the public
merchandise and refrigerating warehousemen of the country, Cali-
fornia Warehousemein Association, Pacific States Cold Storage
Warehousemen's Association, Colorado Transfer & Warehouseinein's
Association, Connecticut Warehousemen's Association, Ceneral
Warehousemen's Association of Illinois, Iowa Warehousemen's As-
sociation, Kansas City Warehousenien's Association, Kansas Ware-
house & Transfermen's Association, Maryland Warehousemen's As-
sociation, Massachusetts Warehousemen's Association, Michigan
Warehousemen's Association, Missouri Warehousemen's Association,
New York State Warehouemen's Association, Central New York
Warehousemen's Club, New Jersey Merchandise Warehousemen's
Association, Warehousemen's Assoc'iation of the Port of New York,
Ohio Warehousemen's Association, Oregon Strte Warehousemen's
Association, Pennsy vania State Wit uehousemen's Association, South-
ern WareIousenien's Association, Texas-Southern Warehouse &
Transfermen's Association, Washingrton State Warehousemen's As-
sociation, Wisconsin Warehousemen's Association, New York State
Association of Refrigerated Warehouses, Missouri Valley Chapter-
Association of Refrigerated Warehouses, Cold Storage Warehouse-
men's Association of the Port of New York, Pacific Northwest Asso-
ciation of Cold Storage Warehousemen, Texas Cold Storage Asso-
ciation.
Senator CONNALLY. Why are you in favor of this bill
Mr. LrrLE. We think it will remedy conditions in our business

both as to prices and as to wages, and the general prosperity of
our business.

Senator REED. You don't have sweatshop warehouses, do you?
Senator GORE. These are refrigerators. They can't sweat them

out?
Mr. LITTLE. We have very little trouble from the labor element.

As a matter of fact, public warehouses are more or less fiduciary
institutions. We have to maintain responsible organizations. Very
often the people in our organizations grow right tip in them. They
have to be responsible, and therefore it becomes more or less of
cooperative interest.
Senator GORE. You don't employ much labor in proportion to the

amount of business you carry on ?
Mr. LITTLE. No. It is a service organization.
Senator REED. Do you have members on the Pacific coast?
Mr. LiTTrLE. All over this country.
Senator REED. How will they feel about having their wage rate

and working hours and rate of charges to their customers fixed
for them by somebody here in Washington that they never see?

Mr. LITLE. We don't anticipate that that is going to be done.
Senator REED. That will be done if they can't agree among them-

selves to a code that is satisfactory to the President.
Mr. Liru. Speaking of the Pacific coast situation, our business

is already under the public utilities, or State warehouse commis
sions. This is a regulated quasi-public utility.
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Senator RFic. This transfers that regulatory authority to Wash-
in on.

VnMr. LiTrI. It is my understanding that local conditions will be
given consideration.

Senator WAOGNE. The bill so states, that the locality will be taken
into consideration.

Senator CONNALLY. Has your association got a code of ethics
now?

Mr. LirrLE. Yes sir. The Association of Refrigerated Ware-
houses which is a division of the American Warehousemen's Associ-
ation, had a Federal trade practice under the auspices of the Federal
Trade Commission.

Senator CONNALLY. So you figure you will make everybody else
come in on that if you have this bill, and that is one of the reasons
you are for the bill. You will make the other fellow come in and
abide by your code. Is that it?

Mr. LiTrn. Yes; we think it is forhis good.
Senator CONNALLY. If he thought so, he would come in anyway.

But you are going to make him come in, because you think it is
better for him. Are you in the missionary business ?

Mr. LiTrLE. I think this is all missionary.
Senator CONNALLY. You are going to make him come in under

this, aren't you?
Mr. Li rE. I question that.
Senator GORE. Do you think this will increase your receipts so.

that you can pay higher wages?
Mr. LIrTLE. Yes, sir.
The CHAIRMAN. The next is Mr. W. M. O'Keefe, executive secre-

tary of the Association of Refrigerated Warehouses.
STATEMENT OF W. N. OXEEFE, CHICAGO, ILL., EXECUTIVE SEC-

RETARY, ASSOCIATION OF REFRIGERATED WAREHOUSES

Mr. O'KEry. My name is W. M. O'Keefe. I reside in Chicago.
My position is that of executive secretary of the Association of Re-
frigerated Warehouses, a division of the American Warehousemen's
Association, which represents the commercial cold-storage industry
of the United Statcs.

Our association has representation in practically every State in the
Union and its member companies handle millions of pounds and
packages of perishable foods annually. We do not own the products
our service consisting almost entirely of furnishing storage space and
providing refrigerators for the preservation of the goods while in
Storage. In other words, we are one of the so-called "service"
industries.

Some few days ago we were indirectly informed that an attempt
might be made to have service industries, or some of them, exempted
from the application of this industrial control measure (S. 1712),
and it is particularly on that account that I appear before you today
to say that the commercial cold-storage industry of the country
wishes to be included within such law.

In stating the foregoing, we, of course, assume that the bill will
be drawn and administered without fear or favor to cover all engaged
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in any industry, and force adherence to sound basic practices and
prices under standards established by the strong majorities within
industry, and with full cooperation between Governmeint authority
and those majorities.

At your session last Friday, May 26, Mr. Loomis, representing the
dairy interests, I believe, suggested an amendment to section 8 of the
bill which, as I read it, would remove from under the industry re-
covery bill all industries handling agricultural commodities and
would place such industries under the administrator of the Agricul-
tural Adjustment Act.

We would have no objection to this amendment if it applied solely
to those industries, like the dairy industry, which handle only the
basic agricultural products specifically named in the Agricultural
Adjustment Act. However, in the case of our industry-the com-
mercial cold-storage industry-we handle many commodities not
covered in the agricultural bill as well as several of the products
included under that act.

It would therefore be most impractical for the administrator of the
Agricultural Adjustment Act to treat with all of the operations of
the commercial cold-storage industry. We belong under the Indus-
try Recovery Act, and as I stated previously we are here for the
purpose of having Congress place our industry in that status.

If, therefore, you gentlemen are inclined to consider the amend-
ment to section 8 of the bill suggested by Mr. Loomis. we respectfully
ask and strongly urge that you change its phraseology to read as
follows:

During the period in which said act In in force, the Secretary of Agricullue
is authorized to carry out the purposes of this title wi:h respect to F'u.,h indus-
tries as are engaged exclusively in the handling of cmmodities which come
under his jurisdiction In the administration of said act, and codes of trade
practice and/or trade agreements entered into under such act shall be deemed
to be in compliance with this title.

The CHAIRMAN. Thank you very much.

STATEMENT OF BENJAMIN C. MARSH, REPRESENTING THE
PEOPLE'S LOBBY, WASHINGTON, D.C.

Mr. MARsh. Mr. Chairman and members of the committee, my
name is Benjamin C. Marsh. I am executive secretary of the peo-
ple's lobby. •

This, Mr. Chairman, is a tri-partite bill, and I want to address my-
self to the three parts. I did not know it was constitutional to death
with three subjects in one bill. I assume it is. But after the first
section-and I know you want me to be brief-I want to read a para-
graph from the book "The Modern Corporation and Private Prop-
erty ", bv A. A. Berle and 0. C. Means, which throws a lot (f light
on it. Mr. Berle was one of the men interested in drafting the bill
and one of the advisers.

Senator GoRE. This bill?
Mr. MARSH. One of the President's advisers.
Senator GonE. Did he draft this bill?
Mr. MARSH. I don't know whether this bill or not.
The future may see an economic mechanism now typified by the corpora-

tion, not only on an equal plane with the State, but possibly even superseding
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it as dominant form of social organization. The law of the corporations accord-
Ing might well be considered as the potential constitutional law for the new
economic state, while business practice is increasingly assuming the aspect of
economic statesmanship.

Now, Mr. Chairman, this first section attempts, in a way, economic
planning, but you cannot have economic planning while you have
rent, interest, and profits. Russia is the only country where you can
have a ghost of a chance for success for economic planning. I am
not opposing it, but I do think we ought to be practical, an. I want
to read a few specific suggestions, and then take up the bill in detail
under the third section.

The preamble to the industrial recovery bill stating the purpose is,
"To remove obstructions to the free flow of interstate commerce,
which tend to diminish the amount thereof" is misleading. Produc-
tion and commerce are limited by the inequitable distribution of the
national income, with one fiftieth of the families getting nearly one
fifth of the national income, by high land values, which constitute a
brake of 6 or 7 billion dollars on prosperity, and by about $160,-
(100,000 000 of debt, with its annual tribute of at least $7,000,000,000
a year, by patent laws, by private banking and by taxes on con-
sunption. Four percent of the people own four fifths of the Ila-
tional wealth.

The House bill increases obstructions on commerce by increasing
sales taxes, and the Wagner bill would be little help, unless amended
to give the Federal Government complete control over profits and
prices in industry, and over retail prices and rents, as well as making
the shorter work week and the minimum wage mandatory.

I submit, however, that nothing in this Gill gives any assurance
that anything will be done unless the President wants to do it, and I
trust this administration will not go down in history as a "may"
administration. It says, "The President may." Let these various
trade associations do so and so, and if they don't do so, then the
President may. If you effect this-just what shall I call it ?-mor-
ganatic or common-law marriage of the Federal Government and
trade associations, then we should require the- stock market to be
closed while it is in force, and prohibit the issue of any securities by
the mergers authorized thereby.

You passed a new securities bill. In 1932 the total of new corpo.
rate issues was about $325,000,000 as compared with $8,639,000,000
in 1929. I know Senator Wagner wants to achieve the desired, ends
under this section, or the i hole bill for that matter, but it is quite
obvious what the intent of the trade association is-to profiteer.
I was here during the war. We had the War Industries Board, and
there were some 20,000 new millionaires created while you were con-
trolling industry, and then trouble started right afterward. If
you are going to have this bill, you have got to have Government
control go right straight through. Little new financing is needed.

Senator Gon. Would you have the Government regulate not only
wages but rent, interest, and profits?

Mr. MARSH. If it doesn't regulate interest and profits and rents
and retail prices, you will be in the same fix Henry Ford was in when
he tried this: He raised wages to $5 a day, and rents went up, and
the wage earners were worse off than before. You can't afford that
because conditions are too serious today. Government cannot repeal



NATIONAL INDUSTRIAL BEOOVERY

economic laws nor make profiteering trusts good by going into part.
nership with industry. We have tried governmental control over
relatively few public utilities, and that doesn't encourage hope for
success with half a million corporations unless you include the amend-
nients we suggest.

It is my impression that without these amendments at least one
third of those who should be gainfully employed would be hurt by
this bill. They can be protected, but, as I consider it, the building
trades are not affected in this section. I don't believe they would be
considered to be in interstate commerce. Teachers, hundreds of thou-
ands, many of them out of employment, and the professional classes

generally, would be apt to be injured by it without these amend-
ments.

It seems to me the public-works section and the tax section should
be separate. Their incorporation unfortunately raises the question
of why this bill was introduced, instead of definite revenue revision,
to which I wish to devote some time.

There were two bills which were finally dropped-the 30-hour
bill of Senator Black, which was mandatory; the m-iinimum wage law,
which was mandatory. We endorsed both those bills with the pro.
viso that there be this Federal control of rents, Federal control of
retail prices.

I believe those bill are limited in their application to 2 years
without further action by the President. We hope you will accept
those amendments.

Then, coming to the construction section, 203-4, it says to make
loans for construction-

Provided, That in deciding to extend them aid ',r grant hereunder to any
State, county, or municipality, the President may consider wether such action
is in good faith * * * reasonably designed to bring the ordinary current
expenditures therefore within the prudently estimated revenues thereof.

I think that would have to be amended if you are going to carry
on the public-works sections. I would request now, as I wanted to
request the House Ways and Means Committee, which gave me 5
minutes, after they gave the president of the United States Chamber
of Commerce an hour and a half-I want to ask you to get two ex.
perts in here, Joseph J. Wexler-let him make specific amendments
and Prof. Joseph J. McGoldrich of Columbia University, who made
the statement that the municipal budget of New York has a deficit
of $250,000,000.

Senator GoRE. State or city?
Mr. MARS. The city of New York. As I read this section, the

city of New York, of course, they have a municipal election this
fall, and they are all ducking the taxation question-cannot borrow
a cent; Detroit cannot borrow a cent; Chicago cannot borrow a cent.

Senator GORE. The Federal Government is going to let them have
the money.

Mr. MAusH. But tht Federal Government insists on their keeping
their house in order, and they haven't done it. I don't know how
they are going to raise the money, unless they make more drastic
changes than they have. Most of the large ties of the country,
where there is serious unemployment, cannot balance their budgets
without drastic changes in their tax system.

176260-3-8---21
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This morning's New York Times has a story as to who is going
to get the benefit out of this bill. "Manhattan land now $5,500,.
000,000." You can raise wages and reimburse those landowners. It
is not going to help the country as a whole particularly, and the
West may Object to it after a while.

Coming down to specific suggestions of the section, which I
regret has to be considered as part of the general bill, you see the
administration relied upon your judgment in one respect: Reemploy-
ment and relief taxes. "The taxation provision to be inserted later
as section 208."

Here is what we recommend:
Increase normal and surtaxes to raise $750,000 more.
Tax net income of corporations progressively, at least for 2 years,

as an emergency measure.
I would like to make a part of the record, Mr. Chairman, a table

compiled by Mr. Wechsler, certified public accountant, showing that
on December 31, 1931, 442 industrial corporations had cash or equiv-
alent balances of $3,472,000,000. I haven't the balance sheets for all
of them, but at the end of 1932, 81 industrialists had cash and
equivalent of $1,431,000,000.

Senator Goiw How many
Mr. MARsH. Eighty-one industrialists, $1,431,000,000.
(The table is as follows:)

Composite balance sheets of 107 corporations as of Dec. 81, 1988

81 Industrials 19 utilities 7 railroads Total

Cash ................................... 839.923,888 *240. W5, 044 $121,803,092 $1,202,152 724
Government securities ................ 591,521,405 41,742,845 1,809, 632 635,073,012
Investments .......................... 1 03,357,910 3,722,471,296 2, 057, 362, 268 0181,474

4,934,812,372 02,015,882 65527,909,644 17,424, 587, 898
R0iv 675, 320, 028 180638, 76 51, 370,165 912 729, 949
Other assets............................ 832,219 263,5, 411 28,872,342 1, 9,303,972

Total assets...................... 9,.6297622 11,416,403,234 8,044,027,773 29,023,028,029

Current and otherllabillties........... 498,187167 38, 079,846 277,407,293 1,.163, A1741 308
Funded debt .......................... 930,418,248 2, 908,948,467 2,5 5, 199,67 6, 48, 564,282
Reserves .............................. 638, 974,164 1,05, 795,796 915,687,064 2,618,457,024
Capital stock .......................... ,041,916, 302 5,301, 000, 352 2, 385 57,609 12,697,974,263
Surpltus9.................. 2,53, 101, 741 16950773 1938, 678,240 8.061.358,7%4

Total labilitesand capital...... 9,2,7,022 11,418,403,234 8,044,027,773 29,023,028,0

A Includes some marketable securities.

comparative statement showing percentage of cash to capital i4ested for the
years 1927 to 1932

YerCash and Capital stock, Percent
equivalent surplus, and of cash to

capital reserves Itl

1927 442 Industrials ....................................... $3,091,0004000 $21,894,000,000 14.121928 ..... do ........................................ 3, 711,000,000 23 ,415,000,000 1.84
1929 .....do ....................................... 3,1612,000,000 2, 938, 000, 000 13.92
1930 .....do ........................................3 74,000 20,77,000,000 13.55
1931 .....do ........................................3,47 000 25,280, 000,000 13.74

Total ........................................ 17,460,000,000 122,884,000,000 14.21
1932 1,Idusi ....................................... 1 , 431000,000 8,134,000,000 17.59

1I
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Now, what the big corporations are doing is this: They are with-
holding the payment of dividends on account of the sligI t increase
in surtax rates, so that their rich stockholders will not have to pay
those higher surtax rates.

I haven't an extra copy, but you will find it in the hearing of
the Ways and Means Committee. On the balance sheet of the 31st
of December last, of the United States Steel Corporation. I would
like to have this included in the record, and I would also like to
have included the summary of 107 corporations as of December 31,
1932, worth $29,000,000,000. If course, including the larger corpo-
rations and showing their surplus in cash and liquid assets.

For instance, at the end of 1930 the corporations had $10,226,-
000,000 of Government bonds.

Gentlemen, America has plenty of income. You do not need all of
this economic planning, and it will be futile unless you redistribute
your national income through taxation. It is useless to raise wages
$5 a month, and then slap two or three times as much on in sales
taxes.

Senator REED. Mr. Marsh, the proposed sales tax of 1 percent you
say we would slap on two or three times as much as $5 a month in
sales taxes. That would be at least $10 a month.

Mr. MARSH. No; I did not say 1 percent. I said if you put on
such a sales tax.

Senator RmzD. Well, a sales tax that would produce $10 a month
would necessitate the spending of $1,000 per month on taxable
articles.

Mr. MARSH. Yes, sir.
Senator RzED. Obviously the burden on the working man is not

going to be $10 a month, is it?
Mr. MARSH. No; I didn't say 1 percent sales tax would, but I will

point this out; I presume all of you have seen this report of the
Ways and Means Committee entitled, "Double Tfaxation "in which
they point out that people with incomes under $8,000 pay most of
the thirteen and a half billion dollars of Federal, State, and local
expenditures, using round figures; and therefore we suggest since
your job is to increase the consuming power of the people, you caii
do this by repealing consumption taxes, and every dollar of sales
tax you add reduces consumption.

We don't need a sales tax. They are collecting about $500,000,000
in gasoline taxes, Federal, State, and local.

Senator GORE. I think it is more than that.
Mr. MARS. Well, those figures are a year old. But I say at least

$500,000,000, which is totally unnecessary. You can raise at least
$1,000,000,000 by taxing corporations' surpluses above the mini-
mum-they have to have some minimum of course-with progressive
rates, similar to what you apply to individual incomes. Then you
can tax the income from Government bonds; amend the partnership
tax section to stop evasions which are now costing from fifty to
seventy-five millions; amend the capital loss tax section to stop
evasions. You should also levy a small direct tax on land values.

Take this proposal, gentleman, to liquidate this over 10 years or
some such matter-this public-works program. You had that dur.
ing the war. Take the next fiscal year, you are going to pay an
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interest, the Federal Government, $725,000,000, and increase in 2
years of $126,000,000. You should finance this program of public
works and current expenses, largely by taxation, instead of borrow-
ing. Any person today who has money enough to loan the Govern-
ment $1,000,000 and objects to paying a progressive tax is guilty of
moral treason, and don't think you are taxing them high. The last
figures I have were for 1931, and the Democratic platform, by the
way, is specific on taxation, according to the ability to pay.

Senator REED. It was specific as to sound money, too.
Mr. MARSH. I beg your pardon ?
Senator Rzw. The Democratic platform was specific as to sound

money.
Mr. MARSHI. I am confining myself to the immediate legislation

under consideration.
Senator WAGNER. That is a broad term, "broad money."
Mr. MARSH. Don't get me off on that. Does the chairman object

if I stick to this bill?
There were 75 people in 1931 each of whom reported a net income

of $1,000,000 and up. After they hadpaid all their surtaxes, they
had left, on the average, $1,812,000; and considering the purchasing
power of that, it was as good as $2,400,000 that they had left, on the
1929 ratio of prices.

Senator GORE. You mean $1,000,000 left?
Mr. MAlSH. They had left an average, in 1931-
Senator GoRE. Oh, an average. You didn't say an average.
Mr. MARsH. An average of $1,812,000.
I would like to have made a part of the record a proposed amend-

ment regarding the reorganization provision of the revenue act
drafted by Mr. Wexler, with an argument for it, and an amendment
so as to get at some of this capital loss which is being used, and point
out that if you want to get J. P. Morgan, tax the banking surplus
of Morgan & Co. and you will get a lot of money. They can take
the loss individually, but the firm has a huge surplus. That is
because you Democrats did not make banking a national monopoly
in 1913 instead of passing the Federal Reserve Act.

Secondly, I would like to make part of the record a proposed
amendment to eliminate evasion of taxes through the elimination
of partnerships, also drafted by Mr. Wexler.

Senator GonE. I didn't get the point in that.
Mr. MARSH. People are utilizing the provisions of the revenue act

and are going into partnership, and they are allowed to eliminate
profits upon which they would otherwise pay taxes.

Senator BYRD. How are they allowed to eliminate profits in
partnership?

Mr. MARSH. He has explained the whole thing in the argument,
Senator Byrd.

Mr. Wexler, may I state, has an advantage I have not. It has been
his professional duty to help the wealthy escape taxes. He is quite
successful, and he is the one to tell you how to block up the holes to
prevent any evasions, both in administering it and so far as the law
itself is concerned.

Senator CONNALLY. Is he still at the business of helping the rich
get rid of their taxes?
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Mr. MARsH. He is in that business, a certified public accountant.
Senator CONNALLY. And you bring an amendment here by hini to

catch them, putting himself out of business ?
Mr. MAnsu. Apparently you gentlemen have not been able to do it,

and therefore we called upon somebody who thinks he can do it,
because he has had the experience. Oh, it is within the law. The job
of a lot of lawyers is to help their rich clients either keep out of jail
or evade their taxes. We are dealing with the system and not with
this "New Jerusalem" that is being discussed here generally, and I
know you gentlemen are very anxious, indeed, to stop evasion of
taxes and remember, that if you would shift $5,000,000,000 or
$6,006,000,000 of taxes now paid by those with incomes under $2,000
to those with incomes over $5,000 or start at $3,000, so as to get me,
you would then increase the purchasing power very largely without
any of these other taxes which you seem to think necessary. But
why undertake the doubtful before you do the obvious ? As I stated
to my good friend Senator Wagner, if the Democratic Party will
live up to its principles to end special privilege the need for a lot
of the legislation now discussed will be obviated.

I would like to add to the record also this amendment of Mr.
Wexler's with regard to raising $200,000,000 additional revenue.
"Just one little change in the tax law will do the trick and will
obviate the need of a sales tax, namely, removing the privilege of
capital-loss deductions."

senator REED. You would tax capital gains, would you?
Mr. MARsH. Yes; I think we have to realize that so much loss has

been taken because the time has expired, and we should tax them if
they have the money. I think you have to leave a person a certain
amount of income, but even if for a year he shows theoretically a
loss, and he has had large profits, he should not be allowed to deduct
all of that loss to the extent he pays no taxes at all. Any wage
earner, no matter what his loss, or any professional man, could not
escape indirect taxes simply because he is borrowing money to live on.
He has to pay his tax or go without, so far as indirect taxes are
concerned, and most of our revenue is raised by indirect taxes.

I should also like to submit n proposed amendment to the revenue
act relative to the taxation of individuals and corporations so as to
apply this progressive tax to corporation dividends, also prepared
by Mr. Wexler, and one relating to tax-free interest now excluded
from gross income.

(The amendments referred to are as follows:)

PROPoSED AMENDMEiNT Rio REORGANIZATION PROVISION OP THE: RrVENvE ACT
or 1932

It is difficult to estimate the losses to the Government as a result of certain
liberal provisions in the revenue act with reference to reorganizations. Sections
112 (1) 1 of the Revenue Act of 1032 deflnes reorganization as (a) a merger
or consolidation; (b) a transfer by a corporation of all or a part of its assets
to another corporation, if Immediately after the transfer, the transferor or its
stockholders, or both, are in control of the corporation to which the assets are
transferred: (c) a recapitulation; (d) a mere change in identity, form, or
change In organization.

Section 112 (b) (3) stat s that no gain or loss shtill be i'oeognizvd if stock
or securities In a corporation, a party to the reorganization, are, in pursutnce
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of a plan or reorganization, exchanged solely for stock or securities in such
corporation or in another corporation, a party to the reorganization.

A party to the reorganization is defined as including a corporation resulting
from a reorganization, and includes both corporations in the case of fn acquisi-
tion by one corporation of at lesist the majority of the voting stock and at
least a majority of the total number of shares of all other classes of stock of
another corporation.

An illustration of what Is happening under this law will clarify the purpose
of the proposed amendment. A public utility holding company desires control
of a small operating company. The stock of the holding company is listed on
the New York Stock Exchange and is readily marketable. The stock of the
operating comptiny is closely held by 5 or 6 Individuals. The holding com-
pany may own a small proportion of the stock of the operating company and
in order to secure a majority control may offer to exchange its marketable stock
for the closely held stock of the operating company. A stockholder of the
operating company has 500 shares which cost him $109 per share, a total of
$5(,000. He is offered 2.000 shares of preferred stock of the holding company
which Is quoted at $90 per share on the exchange, a total value of $180,000.
This stockholder has a profit of $130,000 (the difference between the selling
price, $180,000, and the cost, $50,000) for it is evident that the stock of the
holding company could readily be turned into cash. However, we find that
unler tlbe reorganization provision of the law the $130,000 profit is entirely
exempt from tax. The holding and the operating companies are deemed parties
to a reorganization since the former obtained control of the majority of the
stock of the operating company. The stockholder, under the law, is merely
deemed to have exchanged his Interest from the operitting company to the
holding company, and accordingly the profit Is net subject to tax.

It appears that the reorganization provision was intended to relieve stock-
holdrs who received cash In the transaction involving the exchange of shares
from taxation. For example, if stockholders In company A transferred their
interest to company B, and received shares of B in place of shares of A, it
was d(Vemed undesirable to exact a tax for the reason that the stockholder has
nol. received any cash from which to pay such tax.

Another section of the law, however, provides that where a stockholder
exchanges common stock in a company for preferred stock In the same com-
pany, such transaction is deemed taxable. It has even been held that where a
taxpayer exchanges one type of Liberty bond for one of another issue, a tax-
itble transact-on has resulted.

In the case referred to above, the taxpayer has exchanged common stock
of a closed corporation having no market value for preferred stock of a large
holding corporation having a ready realizable value. It is evident there is no
reason for relieving the taxpayer of a tax in this case inability to realize
cash.

Tke purpose of this proposed amendment therefore Is to tax transactions
where the consideration received may readily be turned into cash. It Is evi-
dent that If cash had been received in the first place, there would be no
question at all as to the taxability of the transaction.

As ameiided, the law would read as follows, the words italicized representing
the proposed changes:

'SEOt. 112 (b) (3). No gain or loss shall be recognized if stock or securities
in a corporatton a party to a reorganization are, in pursuance of a plan of
reorganization, exchalnged solely for stock or securities in suoh corporation
or in another corporation a party to the reorganization, unle.-s stwh stock or
securities received In exchange have a ready realizable market value."

"SEc. 112 (b) (4). No gain or loss shall be recognized if a corporation a
larty to a reorganization exchanges property, in pursuance uof the plan of
reorganization, solely for stock or securities in another corporation a party
to the reorganization, unless s*ch stock or securities received In exchange have
a ready realizable market value."

PROPOSED AMENDMENT TO ELIMINATE FVASION OF TAXES THROUGH THE MEDIUM OF
PARTNERSHIPS

Section 183 of the Revenut Act of 1932 provides tlint the net income of a
partnership shall be computed in the same manner and on the same basis as
that of an individual except for charitable contributions provided in section
23 (n) whi(,h is allowable to the individual partner only.
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Very often, individuals transfer property such as stocks and real estate to
a partnership and thereafter, business is conducted In the name of the partner-
ship. It is evident that ownership through a partnership possesses certain
legal attributes which distinguishes It from ownership by individual partners.
For example, a partnership cannot own real estate In the firm name.

When a partnership sells property originally contributed by one of the part-
ners, the question arises in determining the profit, what the cost or other basis
may be. It is the value at the date the contributing partner transferred his
property or is it the cost to the contributing partner? The Treasury Depart.
ment in the past has ruled that in such cases, the cost to the continuing part.
ner must be used in determining the partnership profit. It is apparent that
such method creates a great many complications in the partnership book-
keeping for the reason that the taxable profit may not agree with the profit to
be divided amongst the partnership interests.

The Treasury Department for that reason has changed this method to the
following: The partnership profit is determined by using as the basis the value
at the date contributed to the partnership, and by adding thereto the profit
of the individual partner making such contribution, represented by the differ-
ence between the value at the date of contribution and the cost to the con-
tributing partner. To make this clear, suppose that A owns securities which
cost him $5,000 in 1920. In 1930, when these securities were worth $10,000,
he transferred them to a partnership in which he has a one fourth interest. A
year later the partnership sells these securities for $12,000. It is evident that
there is a $2,000 profit to the partnership, and that the contributing partner
will be credited with $500 as his 25 percent share. To this share the commis-
sioner would add the $5,000 profit earned by the contributing partner and
representing the appreciation from his cost to the date of his contribution
to the partnership. Thus the contributing partner would be taxed on the
total of $5,500.

This would seem to be a fair solution. But the Board of Tax Appeals In
the recent case of Edward P. Archbald, docket no. 61660, has reversed the
Commissioner and has held that the contributing partner is not taxable on
that portion of the profit that accrued prior to his contribution to the partner-
ship. The Board maintained that the partnership existence cannot be disre-
garded in the chain of ownership, that since the adoption of the income tax
law the existence of partnerships has been recognized, and quoted numerous
legal decisions showing the clear-cut distinctions between the partnership and
the individual partners.

Should the Board of Tax Appeals now be upheld by the courts, it is
apparent that a tremendous loophole for evasion will be created. All the
taxpayer will have to do to dispose of property upon which he has a tre-
mendous profit will be to create a partnership. For example, A purchases
real estate costing $10,000 In 1925. The property is now worth $100,000. To
avoid the large tax, all A will have to do will be to form a partnership with
some other individual having similar property and then allow the partnership
to sell the property at its present value of $100,000. After the sale, the
partnership would continue indefinitely. Under the Appeals Board decision,
this partner would not bei*Aed on the appreciation up to the date of the
formation of the partnership and the contributing partner would no have to
pay a tax until the partnership was dissolved, which might never occur.
If the contributing partner died before the partnership dissolved, any apprecla-
tion would not be taxable for the period while he was alive. In this manner,
the tax would be entirely avoided.

The following amendment is, therefore, suggested to section 182, supple-
ment F, Tax of Partners, the words Italicized representing the proposed
change:

"A-General rule-There shall be included in computing the net income of
each partner his distributive share, whether distributed or not, of the net
Income of the partnership for the taxable year. Upon the sale by a partner-
ship of property contributed by a partner at the time of organization at its
then value, a further gain- or loss shall be determfned and allocated to the
contributing partner, based on the difference between the cost or other basis
to the contributing partner and the value at date of contribution to the
partnership."
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PROPOSED- AMENDMENT RELATING TO TAX-FREE INTEREST EXCLUDED FROM GROS8
INCOME

A brief summary of the case for removing the tax-exempt privileges exist-
ing at the present time, with respect to Federal and State obligations, is pre-
sented herewith.

As a result of high income-tax rates, wealthy individuals in increasing hum-
bers are seeking the benefits of tax-exempt securities, thereby creating a con-
dition wherein the burden of taxatiin is inequitably spread. The taxpayer
with limited Income is compelled to shoulder a larger proportion of the tax
than the taxpayer of large income, where such income is invested in tax-exempt
securities.

The tremendous growth of Federal and local debts is apparent from the
following figures which illustrate why the tax-exemp,. on features must cease
if the Government is to collect sufficient revenue for its needs.

Federal debt (U.S. Federal Trade Census)

Jan. 1, 1981 ---- --------------------------------- $15,912,844,000
Dec. 31, 1931 ------------------ 17, 528, 489, 000
Jan. 1, 1932 ------------------------------------- 17515, 271, 000
Dec. 31, 1932 ------------------------------------ 20,448,139, 000

The increase in debt during 1931 was approximately 10 percent, whereas in
1932 it was approximately 16 percent. The increase in 1933 from all indica-
tions will be much larger as a result of public-work programs and unemploy-
ment relief.

Now, let us look at the State and local debts.

Year Amount Per capita

1890 .................................................................. $1,137,200,000 18.16
1902 ................................... ........................... 1,869,439,000 23.73
1912 ................................................................ 3o 821,89, 000 39.73
1922 ............................................................... 8,680,739,000 79.92
1932 ............................................................... 17,810,200,000 1142.48

a Estimated.

There was an increase of approximately 20 percent ini the 10-year period
from 1912 to 1922, and a further increase of 107 percent from 1922 to 1932.
At this appalling rate of increase it will not be very long before the greater ior-
tion of the wealth of the country will be Invested ini tax-exempt securities.
Indications are also that the rate of increase will be maintained since the bulk
of construction consists of State and municipal projects.

The importance of tax-exempt Interest is emphasized by the fact that an
investor with a taxable income of approximately $100,000 would have to
receive a return of at least 13.33 percent on any contemplated purchase of
taxable securities to warrant his selection of such securities in preference to 6
percent tax-exempt securities.

While there is no express provision in the Constitution prohibiting the taxa-
tion of securities now tax exempt, the decisions of the Supreme-0ourt have
held that by implication, our Federal and State Governments may not tax each
other's obligations. The oft-repeated dictum supporting this contention is that
the "power to tax is the power to destroy." It has been the belief of many
defenders of the present system that if tax exemption were eliminated, both
Federal and State Governments would have to pay a higher rate of interest
to secure funds. The fallacy of this argument is apparent under our present
economic conditions. Tile rate of interest paid by municipalities or States is
hardly influenced by the tax-exempt feature but is largely governed by its
state of security. For this reason, our State and Federal Governments have
been very active in reducing expenses and balancing their budgets in order
to maintain their credit. Thus we find that a large city like New York has
difficulty in borrowing money at a 6 percent rate, whereas other municipalities
have no difficulty in securing loans at 4 percent or 5 percent. It is evident
therefore that the chief concern of the investor is safety and that tax exeml'tillu
is not the most important feature under present conditions.
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The decisions of the courts based on the theory that the power to tax
is the power to destroy, must therefore be revised in the light of present
conditions. Under the present system of tax exemptions, both State and
Federal Governments are allowing the taxpayer to go scot free, as a result of
which neither benefits. It is similar to a situation wherein two countries who
have always traded each other's surplus production, erect high tariff walls and
thereby prevent the interchange of trade to the detriment of both.

Assuming even, that governments, both State and Federal, will be required
to pay a higher rate of interest and therefore be placed in keener competition
with nongovernment instrumentalities, an advantage may be seen for such a
condition. Where funds are secured too easily, experience has shown that
unwise expansion and waste result. In the long run the Government is put
into business, a condition that should be avoided if our present form of govern.
ment is to survive. An example of such wasteful expenditures is the Bronx
municipal market in the city of New York, and the Staten Island piers, which
have been practically 100 percent failures, although they have cost the taxpayers
a great many millions of dollars.

The rate of increase in the amount of State and munlipail obligations has
been steadily increasing and the question of tax exemption, if not eliminated,
will assume alarming proportions in the near future. The stream of funds
seeking tax exemption in the light of our higher surtax rates, and as a result
of increased State income tax laws, is growing larger and larger.

A study of the court decisions affecting tax exemptions indicates a growing
conviction as expressed by minority opinions of liberal judges that has such
tax exemptions may very well he dispensed with and that beneficial results
will accrue both to the Government and the average taxpayer. For example, in
the Indian Motor Cycle Co. v. United States, the Government sought to collect
an excise tax on motor cycles sold to a municipality. The court decided that
such tax could not be collected and held by implication, both Federal and
State Governments could not tax each other's obligations. A dissenting opinion
by Justice Store held that the implied immunity of one Government from
taxation by the other should not be enlarged. Practical effect of increased
immunity is commonly to relieve individuals from a tax at the expense of the
government imposing it, that there is little substantial benefit to the government
for whose theoretical advantages immunity is invoked. Are not the tax ex.
empt!on features of Federal, State, and local obligations within such field of
enlargement?

It would be impractical to remove the tax-free interest provisions of the
revenue act, retroactively, since each issue represents a contract which legally
cannot be abrogated. However, an amendment Is proposed as to future issues
of governmental obligations to eliminate tax-free interest provisions of the
revenue act.

PROPOSED AMENDMENT

Add to section 22 (b) (4) tax-free interest--" This section is revoked as to
issues created subsequent to the enactment of this amendment."

PROPOSED AMENDMENT TO THE REVENUE ACT RELATIVE TO THE TAXATION O1
INDIVIDUAL$ AND CORPORATIONS

Individuals are subject to both normal and surtax rates. That portion of
their income derived from dividends is taxable only as to surtax. The reason
for this is that dividends paid by corporations have already been subjected to
the equivalent of the normal tax, namely, the 13% percent tax paid by the
corporation.

This practice, however, has not functioned as well as it should have in the
past for the simple reason that many corporations find it a great saving in taxes
to their shareholders to refrain from paying dividends. Especially In close
corporations owned by 2 or 3 people has this practice been indulged in. Why
declare a dividend when. perhaps. 50 percent or 60 percent of such dividends
must be paid over to the G(.vernment in the form of taxes? Accordingly,
numerous corporations hove accumulated their surplus, and shareholders tire
content to have the profits thus accumulated reflected in the appreciation of
their stocks.

True, the law provides a 50 percent additional tax on the net income of the
corporati(;I where it can be shown that suelt corporation has purposely accumu.
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lated its surplus beyond its reasonable needs to prevent the Imposition of sur-taxes on its shareholders. But this law has been very ineffective. What arereasonable needs and how are Intent and purpose to be proven? It is verywell known that in the eagerness to establish reasonable needs of surplusprofits, corporations have expended and continue to expend rather than dis-
tribute their profits to shareholders. A good deal of the excess plant andequipment may fairly be attributed to this source.

To correct this condition, it is proposed to eliminate dividends from taxationto individuals and instead tax corporations in the same manner as estates or
trusts are now taxed, namely, as individuals. Are not corporations in effecttrusts, wherein the directors act in a fiduciary capacity in managing the business
of the grantors or stockholders? A corporation would then be given an exemp-tion of $1,000, and its income would be subject to normal taxes or 4 percent
and 8 percent and surtax rates as provided for individuals. Objection may bemade that such high rates of taxation would prevent a corporation from grow.ing, but do not individuals, operating as single proprietors or partnerships, pay
their regular tax and expand?

Experiences show that it is more practical to collect a tax at the source thanthrough the recipient. For example, corporations paying salaries to aliensresiding in a contiguous country withhold and pay the tax directly to the Gov-
ernment for such aliens, thus eliminating any possibility of evasion. A cor-poration pays dividends say to 100 stockholders. Many of these stockholders
may fail to report such dividends and many stockholders receiving the divi-dends may not be taxed thereon because it may not fall in their surtax brackets.
Would it not be far more practical to exempt the stockholders from all tax ontheir dividends and require the corporation to pay the entire tax on its earningseach year. Accordingly, the following proposed amendments are submitted:

PROP01 AMENDMENTS TO CORPORATION TAX

Eliminate subdivisions (a) and (c) from section 13, title 1, tax on corpora.
tions, and substitute the following:

"Sao. 13. Tax on corporations.~(a) The tax imposed by title 1 on indi-
viduals shall apply to all corporations."

Eliminate from section 22, gross income, subdivision (a), general definition,line 6, the word "dividends" and add after the words "from any source what.ever", the following: "Not including dividends from stock of corporations
taxable under this title."

DOUBLE TAXATION

Double Taxation-the 825-page preliminary report of a subcommittee ofthe House Committee on Ways and Means on Federal and State Taxation andDuplications Therein, throws several floods of light on unemployment-its cause
and cure.

It shows that the major part of taxes collected by Federal, State, municipal,and other local governments come out of the masses of the people,, and becauselevied in violation of sound canons of taxation reduce the purchasing power of
the masses and so restrict employment.

A total of 3,974 forms of licenses, permits, and occupational taxes are leviedby different taxing authorities, including 427 amusement licenses, 577 mer-chants' and retail dealers' licenses, and 449 occupational taxes, including taxes
on professions.

The gasoline tax is a general example of sublime stupidity in taxation. The
committee gives the rates imposed by States:

"Two cents: Connecticut, Missouri, Rhode Island, and the District of
Columbia.

"Three cents: California, Delaware, Illinois, Iowa, Kansas, Massachusetts,
Michigan, Minnesota. New Jersey, New York, North Dakota, Pennsylvania, and
the Territory of Hawaii.

"Four, cents: Colorado, Indiana, Maine. Maryland, Nebraska. Nevada, New
Hampshire, Ohio, Oklahoma, Oregon, South Dakota, Texas, Utah, Vermont,
West Virginia, Wisconsin. and Wyoming.

"Five cents: Arizona, Idaho, K~ntucky, Louisiana, Montana, New Mexico,
Virginia, and Washington.

"Six cents: Alabama, Arkansas, Gporg i, Mississippi, North Carolina, and
South Carolina.
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"Seven cents: Florida and Tennessee.'
It adds-:
"In addition to the above tax on gasoline, a few States have sales taxes

which tax the gross receipts of retailers of gasoline. A few of the counties
and cities in the above States also tax gasoline. A large majority of the States
allow refunds where gasoline is used for other purposes than as motor-vehicle
fuel. This source of revenue has become very important within the last decade.
In fact, in 1931, the net earnings from the State motor-vehicle fuel taxes were
over $50,000,000."

The incidence of this tax is illustrated ,
A resident of Mobile, Ala., using 623 gallons of gasoline annually would pay

the following taxes:
Federal tax (1 cent) ------------------------------------- $6.23
State tax (6 cents) - ------------------------------ 3.2
County tax (1.5 cents) ----------------------- 935
City tax (1 cent) ---------------------------------------- 6.23

Total --------------- ----------------------------- 9.19
And this isn't the worst, for we read:
"A resident of Palatka, Fla., using the same amount of gasoline would pay

a total tax of $56.07 and a resident of Harrison County, Miss., would pay
$62.80. The Mississippi resident would also be somewhat affected by the
general sales tax of that State."

It is fairly obvious that with such a tax no citizen of Alabama, Florida, fr
Mississippi will Indulge in joy riding, unless he has the income to be liable
to an honestly direct tax on income.

If he uses gasoline to go to work, or to look for work, or in his business, such
a tax is legalized robbery.

The committee states:
"The taxes on cigars tre not proportionately as heavy (as on cigarettes)

but they may a.t, unt to as much as 25 percent of the selling price."
"The Federal Government enacted a tax of 3 percent on the sales price of

electrical energy, In 1932. About 23 States and territories have special taxes
on this subject-either sales taxes, gross, receipt taxes, or franchise taxes.
* * * Therefore the duplication of these taxes may result in a rate of tax
as high as 8 percent."

(The fact should not be overlooked that the sales price of electrical energy
is 25 percent to 50 percent higher than it should be-for domestic consumers.)

"There are approximately 326 duplications between the Federal Govern-
i ient and the States and territories. The number of duplications between the
State and local governments has not be ascertained." Perhaps too many to
count.

The analysis of sources of revenue given by the committee shows that In
1932 nearly half of Federal revenue, amounting to $2.118.000,000, was derived
from consumption taxes; In 1931 nearly three quarters of State revenue from
taxes, amounting to $1,984,000,000: in 1931 nearly three fifths of county
governments revenue, amounting to $957,000,000; and in 1930 nearly three
fifths of revenue receipts of cities of over 30,000 inhabitants, amounting to
$3,418,000,000; and in 1031 over half of the tax revenues of local governments,
"other than State, county, and city ", amounting to $1,188,000,000.

The consumer pays the taxes as well as the freight.
Approximately $5,600.000000 of the receipts of these five government units as

given in this report, amounting to $9,665,500,000, were a levy upon consumption
either as taxes or excess prices paid for services-such as the $339,000,060
"earnings of public-service enterprises" reported by cities of over 80,000 popu-
lation for 1930.

Almost the sole evidence presented in the report, of sanity in methods of ob-
taining revenue, aside from the Federal income and estate tax, Is that special
assessments produced in 1931 about $215,000,000.

As most government expenditures are reflected in land values, and the value
of land is about $100,000,000,000, this is a modest beginning.

Some of the points made in the report gently indict our tax system, such
as the statement:

"The greater part of the general-property tax s paid by persons with net
incomes of less than $5,000." They could truthfully have said with less than
$8,000.



328 NATIONAL INDUSTRIAL RECOVERY

"Figures recently collected show that the enormous sum of $5,200,000,00)
is collected from the general-property tax or from franchise taxes levied in lieu
of property, taxes."

Discussing " How Expenditures Have Inreased ", from 1922 to 1931, the
report states regarding Federal expenditures:

"The greatest increase (in amount of money) has been in the items of pen-
sions. veterans' insurance, and adjusted-service certificates, an increase of $418,-
(0,000, or 90 percent."

"The total Increase in expenditures in the 9-year period amounts to $425,
000000, or 11 percent."

It is highly significant that the increase in veterans' appropriations accounts
for practically the entire increase In Federal expenditures from 1922 to 1931.

The canons of sound taxation violated are:
Taxes must not Impair the patrimony of the State-that is, the welfare of

the people--they must be levied in proportion to ability to pay, and they must
be levied In accordance with service rendered.

A note states thot the report has been printed for purposes of information
and discussion, "but it has not yet been considered or approved by the com-
mitten, or any member thereof."

THIC TOTAL TAX BURfDEN

Th(, report estimates tlit the total revenue from taxes collected by all gov-
ernments. Federal, State, and local, In 1931, was $9,519,000,000, but that at
present they amount to over $10,000000,000.

It comments:
"While it has been recently often stated that our tax burden was from $12.-

000,000,000 to $14,000,000,000, we believe these figures unsubstantiated, unless
all governmental revenues are included, rather than merely tax revenues."

Their estimates of expenditure, however, gives a more complete pietuie:
Federal (1932) ----------------------------------- $5,007,000,000
State (1930) .....- 2,-200, 270, 000
Municipal (310 cities over 80,000) (1930) ----------------- 3, 810, 681, 000
Town and other civil subdivisions (1931) ----------------- 1,200,000,000

Tot al ------------------------------------------ 12l,307,0951,000
County expenditures are not reported, but county tax receipts

were in 1931 ------------------------ 957,000, 000

Total ------------------------------------- 13, 265, 851, 000
There may have been some reductions it State and local expenditures, but

the aggreg-'te this year, 1933, must be about $13,500,000,000.
A sage conclusion Is reached:
"It is not sufficient in approaching a subject of this magnitude to consider

it solely from the Federal or State point of view. It is more important to
consider the effect of the various systems of taxation upon the taxpayer,
whether individual or corporate. It makes little difference to the taxpayer to
whom he pays the taxq the important matter to him is the total amount he
has to pay."

Congress must revise the revenue bill at the special session.
If it considers the question sensibly, and in the light of facts presented in

this report, Congress must realize that it should-
Repeal at least $500,000,000 of consumption nuisance taxes-the repeal of

vital import to millions of consumers.
Not only reduce slightly the income-tax exemption and increase the normal

rate hut increase rates in the higher brackets to those of England--several
times ours.

Tax the large accumulated surplus hoarded Income of corporations, and
income from Federal bonds.
Increase estate tax rates and retain the entire yield for the Federal

Government.
Congress can appropriately leave to State and local governments the taxa-

tion of land values, which will provide almost sufficient tax revenue for them,
and permit the repeal of most of the consumption taxes, which are the basic
cause of taxpayers' strikes.
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The imminent writing down of debts, and of interest rates will facilitate
this program of common sense in taxation-long overdue.

This report should be considered in connection with the fact reported in
the January Bulletin of the Natio,.J, City Bank, that during 1932, corporate
new capital offerings (with December figures preliminary) were only
$318,000,000 compared with $8,639,000,000 In 1929, and $4,944,000,000 In 1930,
and the findings (f the business week, that the total expenditures in 1929 of the
47,212.000 persons with incomes of $5,000 or less exceeded their income by
$10,442,000,000.

Mr. MARSH. I do not debate this bill, Mr. Chairman, on the
grounds of legality. I know that when strict constitutional ob-
servance has led the NationI to the point where 4 percent of the
people and this is admitted-own four fifths of the wealth, the
thing is so serious that I very much doubt whether the Supreme
Court of the United States-I know it has no legal right to-would
assume to declare unconstitutional any legislation which Congress
decides to be necessary to meet this situation.

I want to thank you, and can you tell me, Mr. Chairman, if you
can hear Mr. Wexler on Wednesday, on this matter I

The CHAIRMAN. We have many witnesses scheduled for Wednes-
day, and I doubt whether it would be convenient for the committee
to hear him.

The committee adjourns now until Wednesday, at 10 o'clock.
(Whereupon, at 5:30 p.m., the committee adjourned to Wednes-

day, May 81, 1988, at 10 a.m.).
e





NATIONAL INDUSTRIAL RECOVERY

WEDNESDAY, MAY 31, 1933

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Waekisgton, D.C.
The committee met, pursuant to recess, at 10 o'clock a m. in room

812, Senate Office Building, Washington, D.C., Senator Pat Har-
rison presiding.

Present: Senators Harrison (chairman), King, George, Gore, Cos-
tigan, McAdoo, Byrd, Keyes, and Metcalf.

The CHAIRXMAN. The first witness this morning will be Mr.
Steward.

STATEMENT OF LUTHER, 0. STEWARD, PRESIDENT NATIONAL
FEDERATION FEDERAL EMPLOYEES

Mr. STEWARD. Mr. Chairman and gentlemen, I wish to comment
very briefly on the administrative portion of the bill you have under
consideration.

In.section 2 (a) and 201 (a) and (b) there is a provision for the
appointment of the officers and employees to carry out the purposes
of the act, without regard to civil service laws and without regard
to the rates of classification fixed in the act ol 1923 as amended.

In view of the serious curtailment of Federal personnel that has
already taken place, and which will unquestionably further take
place, we feel that it would be sound business practice if the forces
required in the administration of this act be selected and utiliza-
tion be had of experienced Federal employees who are and will be
in the near future released from service, not due to any ineffi-
ciency, but owing to circumstance over which they have no control.

I merely submit that to the committee as a sound business policy,
aside from the elimination of that many experienced employees
who would othewise be added to the present-day list of unemployed.

STATEMENT OF RALPH HUNTER, i&EPRESENTING THE INTER-
NATIONAL ASSOCIATION OF GARMENT MANUFACTURERS

Mr. Htmm. My name is Ralph Htjnter, and I a president of
Hall, Hartwell & Co., of Troy, N.Y. I am appearing before this
committee as chairman of the board of directors of the International
Association of Garment Manufacturers.

The International Association of Garment Manufacturers de-
mands proper wholesome conditions in the garment industry.

831
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The association was organized at Toledo in 1908 and represents
needle trade manufacturers, located in 38 States from Maine to
California, ranging through the cotton garment and apparel fields,
including overalls, work clothes, men's and boys' shirts, women's
cotton dresses, men's and boys' cotton trousers, sheep-lined coats,
pajamas, and so forth.

Our official attitude in regard to this bill is recorded in the tele-
gram which we have sent to President Roosevelt pledging full co-
operation in the industrial recovery program; also we have notified
Secretary Perkins that we can be counte-l upon for assistance in the
proposed investigation of the shirt industry.

The garment industry is confronted with two serious obstacles to
wholesome working conditions: First, the unfair competition from
the products of prison workshops; and, second, the sweatshops.

After many years of struggle, the Hawes-Cooper law was passed
in January 1929, but a rerio(l of 5 years was allowed before the law
became operative in order that the States might have time to re.
organize their prison industries in conformance with the law. The
law, therefore, does not become effective until January 1934. Seven
critical months intervene. Furthermore, over half the States have
not as yet enacted State legislation in conformance with the Hawes-
Cooper law; and action is pending both before the Supreme Court
-of New York State and the Supreme Court of the United States in
regard to the constitutionality of the law. The Hawes-Cooper law
will eventually bring relief to our industry, but not during this emer-
gency period.

Prison labor contractors have a production cost impossible for
free industry to compete with. Our association holds no brief for
any manufacturer who has cut wages below a living rate. A man
should get out of business before he trades human health and wel-
fare for dollar profits. The prison contract goods have been the
greatest contributing factor to low wages. Sweat shops are vultures
preying on our industry. During this depression they have hovered
over the market, furnishing merchandise for retailers' promotion
sales. Today shirt-producing facilities are some 80 to 40 percent
greater than before the depression. In many cases new producers
are taking advantage of destitute families and of conditions in cer-
tain localities where factories have been closed. Sweat shops, fly-
by-night industries, and other parasites have sprung up.

The tale of the sweat shop is told in the following magazine
articles which I will file with the Committee:

Robbing the Working Girl, by William G. Shepherd, published
in Collier's Weekly, November 1932; Stripped Shadows Apparel
Art Magazine, January 1933 and in the attached articles in the
Delineator, Readers' Digest, Literary Digest, and in the last issue
of the Nation's Business.

Mr. O'Connel, the former president of the National Retail Dry
Goods Association, drew national attention to the serious condition
of the workers and to the almost insurmountable difficulties in the
way of retail merchants who did not desire to handle goods produced
in sweatshops.

The General Federation of Women's Clubs was aroused over the
condition of women workers. The New York State Federation led
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off in August of last year by calling a conference of retailers, manu-
facturers, and consumers at which sweatshops, low wages, and prison
competition were discussed. A committee representing all three
groups was appointed which found that the unfair competition of
prison goods was a direct factor in causing sweatshops as it led-to
price chiseling and consequent wage reductions. The General Fed-
eration of Women's Clubs has carried on a vigorous campaign to
arouse the public against unfair competition from prisons and sweat-
shops. Miss Jaffray, chairman public welfare department, General
Federation of Women's Clubs, is here to confirm what I have said.

I am not a lJwyer and, therefore, have not presumed to have
drafted an amendment to this bill. But I understand that an amend-
ment is being drawn to cover the question of convict labor. I am
advised that the matter has been called to the attention of Senator
Wagner, Mr. Richberg, and others, who have participated in draft-
ing this bill. I want to express my support of any such amendment
which will effectively place convict labor under the operation of this
bill, as without such effectiveness, it will be futile for some industries
to attempt to stabilize themselves in the face of existing factors of
destruction.

I also note certain suggestions along this line have been presented
at the hearings. I do not desire at this time to differentiate as be-
tween these amendments. All I ask is that the situation be taken
care of. If the amendments, which have been presented to the com-
mittee, are effective and satisfactory to the members of the com-
mittee, we are in full and complete accord.

The International Garment Ma-fiacturers Association has always
invited and will continue to invite all garment manufacturers to
membership, except thbse holding contracts for prison labor, and
I believe that we fully comply with Senator Wagner's demand that
no legitimate manufacturer shall be excluded from a trade organiza-
tion. We pledge our full support in carrying out the provisions
of the proposed law which your committee has under consideration
and we urge that these provisions be such that they will effectively
and permanently free the garment industry from all unfair competi-
tion.

STATEMENT OF WILLIAM A. BRADY, REPRESENTING THE
THEATERS OP AMERICA

Mr. BRADY. I represent the theaters of America, and everybody
in it, men and women; the Actors' Equity Association, Dramatists'
Guild, Authors' League, Musicians' Association, League of Theaters,
with branches in every city in the United States, National Associa-
tion of Stage Employes, Decorators' Union, Producers' Protective
Association embracing in their membership all of the legitimate
owners of theaters musicians producers, actors, dramatists, authors,
and other men and women who earn their livelihood in the theaters.

We thank the committee for hearing us. We know you are busy,
so I came alone, without witnesses.

I am the oldest man of the theater, the dean of the guild, as they
call me.

176200-83-22
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The OamMAN. And one of the greatest fellows in the business.
Mr. BRANY. Thank you, Senator.
We endorse the industrial bill and sincerely believe it will be a

godsend to all of us if its provisions can be successfully worked out.
I come to appear against the admission tax on the legitimate

theater. We have appeared many times on this question, and last
year we were assured by the Secretary of the Treasury, under Mr.
Hoover, that the admission tax would raise $40,000,000. It was a
very bad guess. If the admission tax could be segregated, you would
pro ably find the tax upon the legitimate theater amounts to a
million or so.

There can be no question, gentlemen, that the theater is in worse
condition than any other business in the country. I say that without
fear of contradiction. Ninety percent of our theaters in America
are closed, 85 percent are in the hands of a receiver or in bank-
ruptcy. It is a terribly broad assertion when I say that 90 percent
of our people, the actors and the actresses, and the working people in
the theater, are living on charity.

Senator COSTIGAN. You are speaking now only of the legitimate
'theaters?

Mr. BRADY. Only of the legitimate theaters not the movies. The
playhouses, the places where Shakespeare used to be produced. The
places such as every little one-night stgnd in the country should have,
where the school children can go and see the finer things written by
the great authors of the world.

We have supported our own people. We have raised, and raised,
and raised, and we have now in the city of New York and through-
out the country our charity. Actors and actresses are working in
New York City at the present moment for their board.

The admission tax is a sales tax. There is no question about that.
And why should the theater, the weakest of all businesses, be picked
out for a discriminatory tax?

We hear of loans to banks and railroad companies and insurance
companies, and God knows what else. We honestly believe in the
relief of the farmer. Somebody asked me last night if I was down
here to try to borrow $1,000,000 from the Reconstruction Finance
Corporation. I said, "No, perhaps it wouldn't be such a bad thing,
because, after all, our real estate, choicely placed in every city in the
country, would provide ample security for any loan."

But we are not here for a loan. We are here on our knees begging
you to not tax the drama. No other country in the world does it.
Other countries, weak countries, subsidize their drama. I happened
to be in Vienna the night of a revolution-almost--and the hotel
was barred and soldiers were in the lobby of the Bristol Hotel. The
theaters were packed.

People told us that the theaters did more in war time to preserve
the morale of the people than any other institution in the country,
not barring the church or any other institution.

There is no question about the failure of the admission tax. There
is no question about the fact that it was not computed properly by
the former Secretary of the Treasury, though he came in here with
his witnesses, and you heard him state that we could get forty, fifty,
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sixty, eighty, a hundred and ten million dollars ouof the admission

tax, but you didn't get it.
My dear friends, the Senator at the head of the table worked for

us, and we were beaten in this committee by 8 to 7. We went on
the floor of the Senate. Senator Wagner upheld us and fought
for us, and we were beaten by a majority of about 85 to 28. So it
is an open question in the minds of the Senate whether or not the
legitimate theater of America, the actors and actresses of America
shall be crushed by a cruel and destructive tax.

Now gentlemen, I want to call your attention to a joke-to a great
joke. i have in my hand the prospectus of the Metropolitan Opera
House. I call your attention to the back. "Tax exemption granted."
Granted by whom It was not granted by your committee. It was
not granted by Congress. Somebody in the Treasury Department
a year or so ago sends out an order and grants exemption to the
Metropolitan Opera House. Gentlemen a foreign institution!

I am offering for your attention a list of the company. Those
names that I have marked with an asterisk are foreigners. There
are but three Americans in the whole organization.

Mines. Pearl Besuner,* Lucrezia Borl,* Leonora Corona," Ellen Dalossy,*
Aida Donninelli,* Minnie Egener,* Philine Falco,* Editha Flelscher,* Helen
Gleason (new), Margaret Halstead (new), Clara Jacobo,* Gertrude Kappel,*
Frida Leider (new),* Gota Ljungberg,* Dorothee Manski,* Queena Mario,*
Nina Morgana,* Maria Muller,* Eide Norena (new),* Lily Pons,* Rosa Ponselle,
Elizabeth Rethberg,* Thalla Sabanleeva,* Crete Stuckgold,* Elda Vettori,*
Pbradie Wells,* Rose Brampton (new),* Ina Bourskaya,* Karin Branzell,*
Grace Divine,* Doris Doe,* Dorothea Flexer,* Louise Homer, Maria Olszewska
(new),* Faina Petrova,* Carmela Ponselle, Ernestine Schumann-Heink,* Gladys
Swarhout,* Henriette Wakefield.

Messrs. Max Altglass,* Angelo Bada,* Hans Clemens,* Richard Crooks (new),
Rafaelo Diaz,* 'lustaaf De Loor (new),* Frederick Jagel,* Edward Johnson,
Rudolf Laubenthal,* Giacomo Lauri-Volpi,* Giovannia Martinelli,* Lauritz
Melchior,* Glordano Paltriner,* Tito Schipa (new),* Alflo Tedesco,* Armand
Tokatyan,* Marek Windheim,* Richard Bonelli (new), Armando BorgioUl,*
George Cehanovsky,* Louis D'Angelo,* Guiseppe De Luca,* Claudio Frigerlo,*
Arnold Gabor,* Alfredo Gandolfl,* Millo Pleco,* Frederich Scliorr,* Gustav
Schutzendor,* Antonio Scotti,* Lawrence Tibbet, Paolo Ananian,* Arthur
Anderson, Ludwig Hofmann (new),* Pompillo Malatesta,* Tancredi Pasero,*
Ezio Pinza,* Leon Rothier,* Siegfried Tappolet,* Frederick VaJda,* James
Wolfe, Vincenzo Bellezza,* Artur Bodanzky,* Louis Ilasselmans,* Wilfred Pel-
letier,* Karl Riedel,* Tullio Serafin,* Giulio Setti,* Giuseppe Sturani,* Giuseppe
Cesati,* Pietro Cinara,* Fausto Cleva,* Giuseppe Conca,* Riccardo Dellera,*
Antonio Dell' Orefice,* Carlo Edwards,* Wilfred Pelletier,* Erich Rlede,* Karl
Riedel,* Kurt Ruhrseitz,* Giulio Setti,* Banns Niedecken-Gebhard,* Alexander
Sanine,* Armando Agnini,* Miss Rosina Gulli*, Mr. Ottokar Bartik,* Miss
RitM De Leporte,* Mr. Giuseppe Bozifigllo,* Mr. Alexis Kostoff,* Mines. Eliza-
beth Mayer,* Lillian Moore, Jessie Rogge,* Mildred Schneider,* Messrs. Lionel
Mapleson,* Otello Ceroni,* Armando Petrucci,* Frederick Vajda.'

It was pretended at the time that the exemption from street tax
had been granted that the Metropolitan Opera House is an educa,.
tional and- artistic institution. Well, may I call attention to this
week's Saturday Evening Post, in an article written by the greatest
musical critic in this country, a man who has written two original
American operas, Mr. Deems Taylor, in which lie says, referring to
the opera:

We have Imported opera much as we Import caviar and Scotch grouse-as
something rare, exotic, and expensive. The fact that it has been a wholly alien
product has only added to its fascination.



NATIONAL INDUSTBA RECOVERY

In reference to it further, he says:
There is just one important reason why the American opera audience is io

small: It is a fact that opera, as produced in this country, is sung in virtually
every language except that of the inhabitants of this country.

And that organization was exempted from taxes. Why not exempt
the American drama? Why not the American actors?

And that is not the only instance. I could go further and show
where they have exempted other foreign institutions from taxes, and
it may be interesting for the committee to find out why. Who are
the stockholders of the Metropolitan Opera House? That would be
a very interesting proposition.

They call it an educational institution. I call it a real-cstate
institution. They own a piece of property on Broadway worth
$10,000,000. Their directors go into the billions, and we fellows who
are trying to work, trying to strain to make a living, our men
and women are discriminated against for the benefit of a foreign
institution.

Before I close, I want to appeal to your justice and your fairness.
You have in this bill a tax on passes. You charge 10 percent for a
pass. In other words, I am not allowed, according to your law, to
invite my mother, my wife, my children, my friends, into my own
theater without payinga 10-percent tax.

Passes are a very important thing to the theater. I want to say
this pass tax was originally introduced in the law because of the
passes that would be given to politicians for prize fights in the city of
New York. Somebody came down here from New York City and
protested against the fact that all the front seats at the great prize
fights were occupied by politicians. Therefore they put a 10 percent
tax on passes into the theater.

The pass counts a lot to us. We produce a play. We do not
happen to get by critics, but we know our play is substantial and has
an appeal to the public. Sometimes we have to work 4, 5 6, or 8
weels and keep our theater filled in order to establish for that play
the endorsement of New York City, Chicago, Boston, or Philadel-
phia. We can only do that through passes. Therefore, in order to
put out passes we are compelled to pay 10 percent of the face value
of the free admission to the Government. I quote one instance.
In the city of New York a theater, following the system I have just
told you about as to making a play, paid to the Government in I
month $4,525 and played in the month to less than $800 gross
receipts.

The pass brings out another thing. Here [indicating] are tickets
for 3 or 4 theaters in the city of New York--:passes. They are sent
out aifd distributed by the hundreds of thousands, thrown on hotel
counters, in restaurants, in department stores, everywhere in the
world that they can find people to pick them up. They say, "Admit
two to the theater." It is a joke. By the way, a man named Brady
has got his name signed to it, in imitation of my signature. Thank
God it is not this Brady.

Those are thrown all over the city of New York, and Chicago.
and sometimes San Francisco and Los Angeles. You pick it up and
say, "Bully , we can go to the theater tonight. Come on, girl."
He goes down to the theater and puts that in and they say. "89
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cents, please", keeping down to the 4-cent exemption. Therefore,
we reputables are compelled to compete with these disreputables who
are ruining the theater by throwing cheap tickets all over the place,
and that can be stopped by the elimination of the 10-percent tax.

Suppose you had a clothing store, suppose you had a club, suppose
you were selling any kind of goods. _ ink of it. You have to pay
10 percent to bring your friend into your house. It is wrong. It
should be eliminated.

I make my last appeal, gentlemen. I have been here many times
in the last 30 years. I think I am .facing a man who can testify to
the facts, can you not, Senator, that myself and the theaters of
America did worthy work among you in the time of stress between
1916 and 1918?

Senator McADoo. Yes; I concede that the theater did great work
for the Liberty loans.

Mr. BRADY. It did great work for the Liberty loans; and you
remember I was the head of the whole thing and cooperated with
you. Therefore, I should be given a certain amount of trust or
belief here when I say to you you are crushing the theater with
this tax.

The CHAIRMAN-. Thank you very much, Mr. Brady.

STATEMENT OF W. IRVING FISHER, YALE UNIVERSITY

Dr. FISHER. I come to defend an amendment to this bill. On page
13, line 23, section 203, after the word "project" add the following:

Provided, That any State is authorized to finance its proportion of such cost
by the issuance of self-liquidating, weekly dated stamp money certificates.
Such certificates shall be prepared for use in any such State by the Secretary
of the Treasury under such regulations as to denomination, form, size, color,
reissue, and so forth, as he may prescribed. Such certificates shall be re-
deemed for the face value thereof by the Secretary of the Treasury in lawful
money of the United States when there shall be affixed thereto postage stamps
of the United States equal to 104 percent of the face value of such certificates.
At all times when there shall be affixed all such postage stamps as are required
to be affixed on the back of such certificates prior to the date of transfer, such
certificates shall be legal tender for the face value thereof for the payment
of all debts except obligations owing the United States, within the territorial
limits of any State or States which may determine to finance their proper-
ion of the cost of such public works by the use of such cert:flcates. The Post-
master General, the Secretary of the Treasury are authorized, after conferring
with the proper officials of such States, to promulgate all needful regulations
for the issuance, circulation, and redemption of such certificates, and for the
carrying out of this proviso. In transactions of less than the face value of
any such certificate within the limits of any State using the same, such cer-
tifl'ates shall not be legal tender unless staniped by the person tendering same
for one additional week after such tender. Within the limits of any such
Stnte. banks of dpeo It reeiving such certificates as deposits may charge 2
percent of the face value of such certificates so deposited as a service charge.

This was brought before the Committee on Ways and Means in
the House in somewhat different form, and the particular form there
offered was rejected. ' Afterwards a member of the committee,
Congressman Lewis, introduced this form. That also Avas not given
a majority vote. He and Mr. Harriman, head of the Chamber of
Commerce of the United Statest were the first to propose this form.

This kind of money, for it is money when issued in this way,
although ordinarily called scrip, when issued by a locality, as it
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has been in many places, is a peculiar kind of money, and for that
reason only it has been rejected. In fact, specifically so. So far
as I know no other reason has ever been offered.

I have known of this proposal now for about a year. It has
passed through all classes of minds, and I don't know yet any
rational objection that has been offered to it. I know of no economist
who finds it unsound.

I have in my hand an example of the local scrip certificates, the.
latest ones put out, namely, by Logansport, Ind. It is now, or
something like it, in use among perhaps 1,000,000 of people in the
United States in a large number of localities, in 80 different States,
and I have answered letters in the last 2 months from people in-
quiring about it from every State in the Union.

It has been proposed in Congress by Senator Bankhead and
Congressman Pettingill, and their bills I have here, if anyone would
like to read them although they were proposed, not with reference
to this particular bill as an amendment, but in reference to the relief
measures bf -ore the House, also proposed in order that 'we should
have less palic works and more of reemployment of labor at their
old jobs; th ,t it should be issued by the Government in $1 denomina-
tions for each laborer reemployed for 100 days consecutively of
work, on condition that the employer would continue that for an equal
length of time at the same rate of wages, of which the $1 would be
merely a part.

The main idea of this money is that it cannot be hoarded, and
that it is compelled to step lively. On the back of it there are a
series of spaces in each of which is to be put a stamp, according to
the date. This particular one, which has just been issued, has the
first stamp affixed, July 6. Then every week following that a stamp
of 2 cents must be affixed in order that it shall be acceptable and
circulate, and as long as that stamp is affixed, and all the previous
stamps are affixed, it will circulate. Under this bill it would be
legal tender and circulate because of its legal-tender quality. Where
it has been circulated is because there have been pledges by the
retail merchants and others in the community, agreeing to accept
it, and when they accept it and the city accepts itfor taxes, every-
body accepts it without question, and it does circulate, and circulates
far better than ordinary money, because every one likes to get it
out of his hands if he can before the next Wednesday when a stamp
must be put on in order that the other fellow may have the pleasure
of putting on the stamp instead of his putting it on himself.

In form it is a stamp tax, a sales tax, but of such a nature that
instead of retarding business, as the ordinary sales tax does, it stim-ulates business for the reason I have just mentioned. It really creates
new business, and therefore in a sense it is not a tax at all. It is
also different from the ordniary tax, in that it does not have to be
paid in advance, but after the money is in circulation. That is
a hundred dollars worth of money circulates and it doesn't have to
be paid for until the end of the year. In that respect it is something
like a bond or a deferred tax.

There was also proposed before the Ways and Means Committee
that it should be used to save the necessity of imposing any other
taxes than this stamp tax, if you desire to call it a tax. In that way
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it would save the necessity of imposing any tax, income, or other-
wise. for the $20,000,000 which is now required in the bill.

I understand that Senator Bankhead is now going to introduce it
in order that it may liquefy the deposits now tied up in closed banks,
but this proposal is that the States which are now able to get the
80 percent help from the United States Government under this law
for public worse may supply their 70 percent in this manner, which
will mean that it will not cost them anything except as it costs their
people 2 cents each week to pay for the money advanced. This is,
as you see, new purchasing power, put immediately into circulation,
and it creates new business. Its main advantage is, however, that
being new money and creating new business, it primes the pumps, so
to speak, and starts borrowing at banks and reconstructing our
depsit currency, which is ten times as important as pocket money.

Senator Goni. I was not here when you started. How do you emit
this money in the first instance I

Dr. FISHER. I read the amendment that is proposed. In this par-
ticular case it is issued differently from the ways it has been issued.
It has been issued in four or five different ways. In this particular
case the United States Government would simply provide to any
States that wanted this money for the purpose of paying its 20 per-
cent of the cost of public works there, and it will be legal tender in
that State, and would be paid off in the course of a year through the
imposition of a tax, 2 cents every week.

Senator GoRE. Everybody that handled it would put a new stamp
on it, on WednesdayI

Dr. FISHER. No; not everybody.
Senator GoRE. Every Wednesday a stamp would have to go on?
Dr. FISHER. Yes; and therefore not everybody would have to put

a stamp on. If it circulated 8 or 4 and even 5 times a week, the
average tax on the transaction. instead of being 2 percent, would be
2 percent divided by the number of times it is turned over.

Senator GORE. This money would be paid over to the State and
paid out in wages, the purchase of materials, and so forth, just like
any other money?

Dr. FisnER. Yes; paid out to labor on the public-works projects.
Senator GORE. At a dollar, in the first instance?
Dr. FISHER. Yes; it could be in dollar denominations. It could

be in other denominations.
Senator GORE. If a person didn't pt on a stamp on Wednesday,

could he do it retroactively. just so he brought the number of stamps
up to the required number?

Dr. FISHER. It would have to be put on to make up any arrears
before it could circulate. Very often a man might take it into a
store without having a stamp and the storekeeper would say, "I
will attend to that ", and add-2 cents to the purchase price.

Senator GoRE. The point is it would pass as a dollar every time
it turned over.

Dr. FISHER. Yes. .It is not altogether new. In fact, it was in-
vented many years ago, but first tried in 1931 in Germany, and
worked very well in the locality where it was tried. It also has been
tried in a little town in Austria called Virgel. I had a representa-
tive visit there in order to make sure how it was working, and he
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reported it was working very well, like ordinary money, except it
turned over twice as fast and was accepted by everybody except the
post office, which was not a local institution, and the railroads, who
were not a local institution.

The following States have passed legislation in regard to this,
enabling their localities to adopt it: Pennsylvania, Utah, Iowa, In-
diana, North Carolina.

Arizona has passed resolutions to recommend stamp currency to
Congress. That was last January.

The following States have had the matter of legislation up and, so
far as I know, have not passed any, although some of them may
have: Delaware, Kansas, Oregon, Washington, Arkansas, Oklahoma,
Connecticut.

Mr. Hector Lazzo, of the Marketing Service Division of the De-
partment of Commerce, has made a thorough investigation into the
experience of the United States in the use of this stamp scrip in
the self-help or barter movement which has been going on during
the last year.and a half, and he can give you an impartial opinion, it
you want to ask him to come, of the experience in the United States.
I have also written a book which I suppose covers more material on
this subject than anyone else, and anyone who would like to examine
that-

The CHAIRMAN. What is the name of that book?
Dr. FISHER. Stamp Scrip. When it is local I call it scrip. It is

not properly called money, because it is not legal tender. It circu-
lates like any other scrip, through voluntary acceptance.

Governor Pqnchot of Pennsylvania, sent a telegram recently to
Senator Wagnr. i haven't s~en the telegram, but I know that
largely through his influence Pennsylvanid adopted this measure.

Would be very glad to answer any questions if you are interested.
The CHAIRMAN. Thank you very much.
Senator GoRE. It will accomplish your purpose if Congress would

provide that his scrip issued by States might be legal tender?
Dr. Fisnm. Yes; legal tender in that territory.
The CHAIRMAN. Are there any witnesses here who desire to put

their statements in the record and take about a minute of time to
explain them?

Senator Gonu. Mr. Chairman, I inserted the other day a letter
from Mr. Rochester. I had a note from him enclosing another letter
which he had addressed to the President, I think under date of May
10. He wanted that letter to go into the record. I haven't had a
chance to read it, but I think, out of fairness, it ought to go in. I
will supply it to the reporter.

The CHAIRMAN. Very well.
(The letter referred to is as follows:)

WASHINGTON, MA, y 10, 1933.
The PRssinNT,

The White House, Washiugton.
My DEAR MI. PRESIDENT: Information has come to me since my retirement

from the Feleral Oil Conservation Board that some letter written by me had
apparently not met with your approval. If this be true, It is a matter of real
regret to me. I know of but one letter written by me which could possibly
concern the President. This was a purely personal and friendly communication
of no great importance and certainly of no intended disparagement of any
man or interest. Any other conception of it would be utterly at variance with
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my thoughts. I would be pleased for you to see this letter In its entirety, if it
Is yoqer wish.

My respect for you and for those who afford me the privilege of their friend-
ship and confidence would preclude any act or utterance on my part which
would knowingly hurt anyone. I wish you to believe, Mr. President, that while
my convictions may be strong and my language at times somewhat harsh, never
has there been anything said or done by me, Aior by any member of the Federal
Oil Board, that was not conceived in absolute honesty and for the best interests
of government.

It is my privilege to enjoy and subscribe fraternally to the same laudable
principles of honor and integrity that have guided your own destiny. I am
sure you will feel that I could not, and certainly would not, speak other than
with forthrightness and honest sincerity. If I may, therefore, I should like
to present for your information certain basic facts concerning the background
and procedure of the Federal Oil Board, of which it was my privilege to serve
as secretary for more than 8 years.

The Federal Oil Board was "constituted" by President Coolidge, December
19, 1924, through a letter addressed to the Secretary of War, the Secretary of
the Navy, the Secretary of the Interior, and the Secretary of Commerce.
Before taking this action the President had before him the viewpoint of the
ablest oilmen in the country and opinions from the foremost experts in Gov
ernment service. It was Mr. Coolidge's conviction that the Federal Govern-
ment not only had definite responsibilities but definite power to preserve and
protect the country's petroleum resources in the interest of public welfare and
national defense.

Four Cabinet officers, functioning as a Board, were directed to "study the
Government's responsibilities and to enlist the full cooperation of repre-
sentatives of the oil industry" In an effort to "safeguard the national security
through conservation of our oil." Thereafter for each fiscal year the Congress
made available a small appropriation for the work of the Board. Though the
Board could and did compel the services of any and all Government technolo-
gists, it could not compel acceptance of its findings. Neither could it be sure
that the oil industry would not, conversely, repudiate its recommendations.

Many in the oil industry felt that what the board did was sound and proper,
others in the oil industry felt that what the board did was unsound and ini-
proper. The fact remains, however, that the sole purpose and duty of this
board was to study national petroleum conditions and offer advice as to what
could and should, in its opinion, be done to preserve-the country's oil reserves
in the interest of public welfare. The viewpoint of this board-the honest
judgment of four cabinet officers-was based upon accumulated statistical
data sponsored by officials of great technical and scientific bureaus of the
Federal and State Governments. In truth, these Cabinet officers were but
trustees for the American people, unfettered by prescribed regulatory power
of legal inhibitions. Clothed with moral responsibility only and high motives
these ranking heads of great executive departments in conscientious fashion
performed a duty fraught with difficulties that would have dismayed men of
less stalwart character. To their credit may it be said that they were patient,
painstaking and fair. The same cannot be said of all in the oil Industry.

Among certain articulate elements of the industry the impression has been
that my sympathy could never veer very far from the principles and theories
espoused by the major oil companies of the country. Of course th!z is pure
nonsense. I have personal admiration for men of real character in all branches
of the industry, irrespective of the capital structure of their companies. I
have not now and never have had any personal interest or monetary holdings
in any oil company. Neither have I at any time been under obligation to major
or independent units. But the secretary of the Federal Oil Board did enjoy
the privilege of soliciting opinions and the judgment of the best minds in the
Industry as to the real or fancied value of the Board. Whenever this was
done it was with the sanction and approval and by direction of the Board,
for the sole purpose of learning from representative men in industry their
estimate of the good accomplished and how a greater service might be rendered
not to industry alone, but to Federal and State Governments, land owners
royalty owners, and the public generally. These men of actual and practical
experience in the oil business could and did speak with authority. They offered
praise when praise was due, they criticized and ripped into the Board and its
policies at will. This was precisely what the Board wanted and required-
honest opinion from respected men in Industry.
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Some of the letters received by the Board from recognized authorities in the
oil world were amazing in their estimate of the good accomplished by this
Federal u.gency. Persistent efforts were made to induce any who might be
interested to examine these letters. The files of the Board were open always
to the public. This was a policy handed down. by the first chairman of the
Board and followed by succeeding chairmen. A year or so ago, when there was
no talk of abolishing this Board,* an extensive canvass was made of industry
leaders to determine prevailing sentiment, to bring out new thoughts or facts
that might have been developed.

The replies then received were in bulk submitted to the Individual board mem-
bers for their personal information. Important trade Journals were advised
of the remarkable nature of the letters received, as were others in and out
of the industry. The actual heads of important companies had In amazingly
clear fashion revealed Just what they thought about their own industry and
Government's efforts to improve economic conditions therein. The viewpoint
expressed by these men was wholesome and fair so far as their opinion of the
Oil Board was concerned. Had they not wished to acknowledge letters of
inquiry from the Federal Oil Board certainly there was no way to compel
them. To these men of industry the country owes a debt of gratitude for their
courage and willingness to dig into and dissect the problems that need to be
solved if ever the oil industry is to be freed from Insidious suspicion and an
avarice so pronounced that it excels in stupidity even the intemperate views
of those who would have the country believe that everybody and everything
identified with the oil industry is corrupt and wicked.

But despite the widespread acknowledgment of the constructive work of the
oil board, President Hoover on the eve of his departure from the White House
recommends to the Congress that certain governmental bureaus and agencies,
among them, this Board, be abolished. It had cost but $10,000 a year, ap-
proximately, to maintain the Board. Its real value to the industry and Gov-
ernment was nearer $10,000,000; perhaps a hundred million dollars might
not be an extravagant figure when it Is realized that through the exhaustive
surveys conducted by this Board, vast reforms were made possible in all
branches of the industry. Particularly is this true as to the elimination of
waste, improved practices, advanced teclni1ue, and the prolongation of the
life of public and Indian oil-bearing lands. Contacts made between the Board
personnel and industry leaders had brought to light facts and conditions never
before known concerning the physical condition of oil before and after capture
and its relationship to production methods.

These and other facts enabled the Board to present to the public a series of
reports distinctly constructive in character and admittedly helpful to all
branches of the industry, the public, and Government itself. I have always
thought it was a mistake on the part of Mr. Hoover to concur In the recom-
mendation that the Federal Oil Board be abolished. The passing of this Board
could but deprive a new administration of the benefits of long established
sources of Information and effective contacts-contacts essential to public wel-
fare and capable of contributing much to the equilibrium of economics in the
industry. In the consideration of our national oil problems, the Government
wisely resorted to many sound and adroit moves, but the commission or agency
that conceived the Idea of discarding this Oil Board certainly lacked, in my
humble opinion, the adroitness and statesmanship of those who had for 8 years
ably and faithfully safeguarded the country's petroleum resources.

The secretary of the Federal Oil Board, on his own volition, sought vainly
to interest important trade journals, men eminent in public life, and heads of
oil organizations, to inspect the Board files, to study and utilize to proper
advantage, the letters and other communications which reflected the best
judgment of men qualified to speak for a huge industry.

It was hoped that these national figures and great organizations would exert
an honest effort to induce the Government to preserve this Cabinet-manned
board which, at trivial expense and for the first time in history, had sought
to Induce a great basic industry to check improvident and wasteful methods
that were, and still are. endangering the limited nnd irreplaceable oil reserves
of the country. But none of these men or organizations appealed to, moved an
eye lash to save the board from disintegration. Why, is known only to them-
selves. Perhaps i' was because these estimable gentlemen and important organ-
izations felt that the secretary of the board was not so much interested in the
welfare of the couittry as In preserving an unimportant Government Job.



NATIONAL INDUSTRIAL RECOVERY

But today conditions are changed. The oil-producing States, a majority of
the so-called "independents ", the larger companies of the country, are united
in appeal that the Federal Oil Board be continued as an integral part of the
vast Government machine at Washington. A smaller group of "independents"
asks that the board be abolished. Meantime, a great industry stumbles along,
reflecting to other industries much of its own distress. while Its million or more
stock and bond holders grow poorer each day. Land owners and royalty owners
dispair amongst themselves. State and Federal Government alike suffer dwin-
dling taxes and diminishing oil reserves. And all of this may be attributed to
lack of prudence among men who could, by composing their differences, help
themselves and their Government.

My hope, Mr. President, is that in your great wisdom you may enable the
oil industry to realize the futility of its follies and appreciate more fully Its
responsibilities to Government, while at the same time opportunity may come
to you to afford new and greater stimulus to Government's own responsibility
to industry,

Respectfully yours,
R. S. ROCHESTER.

The CHAIRMAN. Miss Julia Jeffrey.

* STATEMENT OF MISS XULIA JEFFREY, REPRESENTING THE
GENERAL FEDERATION OF WOMEN'S CLUBS

Miss JUnnEY. Mr. Chairman and members of the committee, from
the General Federation of Women's Clubs I have come to assure

ou that Mr. Hunter from the Garment Manufacturers' Association
as correctly stated the position of the General Federation in regard

to the unfair competition of prison-made goods. It is more than 20
years since we started to work to protect women in the needle trades
and the blind workers from this unfair competition. We realize that
under the control which mustcome over prison industry to prevent
unfair competition there will be many administrative details. We
know that proper methods of employing prisoners can be developed
and suggest that Senator Wagner request Dr. Stagg Whiting, whom
the Senator knows. and who is a specialist in the field, to prepare
a memorandum for this committee which will outline the adminis-
trative details necessary in the several States, so that this plan would
then be available for those who are administering the general law.

From the General Federation we are strongly supporting Presi-
dent Roosevelt in his endeavor to bring order out of chaos, and we
hopIe and have faith that this Congress will develop a plan which
will prevent a recurrence of periods of depression such as the pres-
ent. We hope that the plan will provide equal justice for labor,
manufacturers, and the great body which we represent, the con-
sumners.

The CIAIMAN. Thank you very much.

STATEMENT OF FAYETTE B. DOW, REPRESENTING THE AMERICAN
PETROLEUM INSTITUTE AND OTHER ASSOCIATIONS

Mr. Dow. Mr. Chairman, my statement will be confined to one
subject, namely, opposition to further Federal taxation of gasoline.

Senator McAnoo. May I ask, before the witness starts, if he will
tell us what the membership of the American Petroleum Institute
consists ofI

Mr. Dow. May I first state whom I am representing on the case;
the American Petroleum Institute is listed here, but in addition to
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the institute I am speaking this morning for the Independent Oil
Association of America. That is the association of which Mr. Wirt
Franklin is president; the National Petroleum Association; the
Western Petroleum Refiners' Association; the Mid-Continent Oil &
Gas Association; Pennsylvania Grade Crude Oil Association, and
in addition I was advised day before yesterday by Mr. Jack Blalock,
of Texas, that his group are in accord with our position, and also
to the same effect by Mr. Elliott, of California.

Senator McADoo0. That is on the question of gasoline tax only I
Mr. Dow. That is all I am speaking to-the question of gasoline

tax.
So that there will be as little repetition as possible, I want to refer

to and incorporate as a part of my statement the statement made by
Judge Ames before the Ways and Means Committee on January 27,
1983, and the statement which I filed with this committee on May 3
of this year. That was on the occasion of the hearing which con-
sidered the proposed extension of the gasoline tax for 1 more year.
I didn't ask any of the time of the committee, but I filed a statement.
I also would like to refer to the statement which I made before the
Ways and Means Committee on May 20 of this year.

Senator Goew. Which one of those was the fullest-the one you
filed with this committee o~r the one you submitted to the Ways and
Means Committee ?

Mr. Dow. They cover in part the same material, except I was sub-
jected to questions by the Ways and Means Committee, and I should
say that probably that more recent statment is the one which contains
the greater amount of material, although I did not repeat what
Judge Ames has said in general. .

Senator GORE. You mean by referring to those you are not going
to cover the same gronndI

Mr. Dow. That is it.
Senator GoRe. How voluminous is that?
Mr. Dow. I spoke, I suppose, for 17 minutes before the Ways and

Means Committee.
I call your attention first of all to the fact that you have, as passed

by the House, a bill which authorizes the expenditure of $3 300,000,000
and imposes a sales tax on just one commodity, and that a com-
modity which I think concededly has been fully taxed by the States
and also by the Federal Government. I think that statement at once
challenges the soundness of that particular feature of the bill.

SpeciIcally, the bill provides for the expenditure of $400,000,000
on roads. That is 12 percent of the total amount to be spent under
the bill. But the gasoline tax is expected to raise $92,000,000, more
than three times the amount necessary to amortize that portion of the
money which is to be spent on roads. It would require only $26,-
400,000 to amortize that portion of the fund, an amount which would
be raised by a tax of one fifth of I cent per gallon.

I do not concede that road building, which favorably affects and
assists many commodities, should be paid for entirely by one com-
modity. But if you believe it should, then I call your attention to
the fact that you are asking in this bill more than three times the
amount of money necessary to amortize that proportion of the total
fund which is to be spent on roads.
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That is point no. 1. Point no. 2 is that for the calendar year
1934 you will collect from the 1-cent-a-gallon tax on gasoline $135,-
000,000, and you will collect from your special excise taxes on
the motor vehicle approximately $65,000,000. That is $200,000,000
for the fiscal year 1934, all of which is to be diverted from road
building. If you were to consider that as a contribution of the
motor vehicle to the road-building program, it would furnish more
than seven and a half ties the amount of money necessary to
amortize the $400,000 000 which is here to be spent on roads.

When the subject oi the extension of the gasoline tax for one more
year was presented to the House of Representatives by Mr. Ragon,
a member of the Ways and Means Comnittee, he made a statement,
two sentences of which I would like to read into this record. He
said this very frankly:

The facts are we are forced to continue this gasoline tax for another year.
It brings In about $188,000,000. I am one who would like to see this tax
removed as soon as we can. In the first place, I think it invades a field of
taxation that has been preempted by the States, and In the second place, I
think we should, as soon as we can, make a sharp line of demarcation between
the two fields of taxation, the one in which the Federal Government should
have priority and the one In which the States should have priority, but it Is
necessary to continue this tax.

And we have assumed, Mr. Chairman, it is necessary to continue
that tax for another year, and it was for that reason I did not ask
any of the time of your committee on May 3, but filed my statement.

Now, may I call your attention to this fact; the year 1930 is the
last year for which I have the complete figures with reference to
State taxation, but in the year 1930, before there was any Federal
tax on gasoline, the States were collecting from gasoline taxes,
license fees, and personal automobile property taxes, more than
$1,000,000,000 per year. Their total revenues from all sources were
$2,243,110,000, so that in that year the motor vehicle was paying 87.9
percent of the entire revenue collected by the States from all sources.

For the purpose of illustration, I have placed in my statement the
proportion that the motor vehicle is paying in those States that are
represented on this committee. It is a fair cross-section of the-
country. I shall not read them all, because I shall ask to have them
put in the record, but here they are for those gentlemen whom I see
present.

Oklahoma, 47.2 percent.
Senator GORE. That is of the total State tax?
Mr. Dow. That is of the total State revenues from all sources that

are being paid by the gasoline tax, the license fees and the special
property tax on automobiles.

For California, 38.9 percent.
For Virginia, 40.5 percent.
Rhode Island, 28.5 percent.
Mississippi, 58.4 percent.
We have therefore a situation where the States have been deriv-

ing-and since that time a number of States have increased their
taxes-almost 40 percent of their entire revenue from all sources
from this particular source, from special taxes upon special com-
modities or a special group of taxpayers, and since that time the
Federal Government has added a 1-cent per gallon tax, which brings
in $135,000,000, and there is now a proposal to add $92,000,000 more.
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Senator Goim That is just beginning this thing.
Mr. Dow. Senator, this situation changed pretty rapidly. Your

committee stated in its report, when it recommended extension of the
gasoline tax for I more year, this:

It Is estimated that this extension will increase the revenue by approximately
$185,000000. Your committee is of the opinion that the gasoline tax should
be reserved for the States after June 80, 1934.

That was as of May 10 of this year.
The CHAIRMAN. I think, Mr. Dow, that the committee does not

want to continue this tax indefinitely. You appreciate it is just the
condition of the Treasury that makes us do it I

Mr. Dow. All right. Let us assume that is true, and let us
address ourselves to that. You have a few specially chosen com-
modities in your present tax law on which there are excise taxes.
One of those commodities, gasoline, is, if I may believe the Reports
on Double Taxation of the committee of the House, a tax which
already has been fully occupied by the States, a tax which has al-
ready reached the point of diminishing returns. Now, would it be
out of point, Mr. Chairman, if I were to suggest that you ask your
specialist in taxation, Mr. Parker, or the revenue officials or the
Treasury officials, or both, to suggest to the committee some com-
modities not now taxed which might in their opinion be properly
taxedI

The CHAIRMAN. We have had these experts working night and
day. We have tried to work it out in every way possible, and this
is the conclusion of the proposition.

Mr. Dow. I am sorry if it is the conclusion of the proposition, and
I am sorry for this reason; that here is q proposal to spend $3,300,-
000,000. Let us assume that half of it is to be spent on labor and
the other half on materials. Are there not numerous commodities
and numerous industries which would be benefited by that expendi-
ture? Is it fair under those circumstances to place 42 percent of
this burden upon one commodity I I do not thin it is, and I do not
believe this committee thinks it is. I know that this committee
adopted this present gasoline tax reluctantly. I know it was rejected
by the Ways and Means Committee rejected by this committee, and
only added because the Secretary oi the Treasury changed his mind
two or three times about the amount of money that was needed.

But may I call your attention to one further phase of this matterI
The average State tax on gasoline at the present is 4.15 cents per
gallon. The Federal tax is a cent more. That is 5.15 cents per
gallon. If you compare that with the wholesale price of gasoline
in the Mid-Continent field, it amounts to a sales tax of 240 percent.
If you compare it with the average price of gasoline on the East
Coast and on the Gulf Coast, it is a sales tax of 135 percent, and if
you compare it with the average retail price of gasoline in this coun-
try, there is a present sales tax of 48 percent. Doesn't that make the
case by itself I We are not talking about this subject simply because
we have gotten into the habit of protesting against gasoline taxes.
I want to assure you of that.

Senator GORE. Nobody has proposed, in discussing a general sales
tax, that it should be 200 percent average ?
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Mr. Dow. I have heard of no such proposal. I have heard of
proposals of 11/ percent and 21/ perent-

Senator Gopi. Which is regarded as pretty highI
Mr. Dow. I have heard proposals last year of 234 percent.
Senator Go=w. That was regarded as pretty high, about the limit I
Mr. Dow. I so understood.
The CHMAN. Of course, Mr. Dow, you appreciate that in this

public construction program $400,000,000 is authorized to be given
to the States for highway construction and that was the reason that
prompted the Ways and Means Committee to put this increase on
gasoline taxes ?

Mr. Dow. All right, Senator. You were absent from the room
when I made my first point, which gives me an excuse for repeating
it: $400,000,000 which you propose to spend on roads are 12 percent
of the $3,300,000,000. The $92,000,000 which you propose to get
from the gasoline tax are 42 percent of the total $220,000,000 which
you propose to raise in 1 year. More than three and a half times.
And that added to the $200,000,000 which you are collecting from
this special tax in the year 1934, all of which will be diverted
from road building for that year.

Senator GoPz. Mr. Dow, there isn't any reason- this gasoline
tax is a pretty simple tax, pretty effective as a rule. If these
States want $400,000,000 additional to spend on highways, they could
levy 13/4 cents on gasoline and go ahead and build the highways.
Instead of that the United States undertakes to give them this
amount of money, which is not a gift, after all. It has got to come
out of the live flesh of the taxpayer and devoted to this, and so that
brings us the question-will you file a list of the gasoline taxes in the
several States?

Mr. Dow. Yes, sir. It is in the Report of the Committee on
Double Taxation.

Senator GoRE. You say the average is 4.15 cents or 5.15 cents?
Mr. Dow. The average of the State tax is 4.15 cents per gallon,

averaged over all the States, and the Federal tax is 1 cent more.
Senator GoRe. Ranging from what to what?
Mr. Dow. Ranging from 2 cents to 7 cents as a State tax, and

then a number of States have county and city taxes. I think the
peak is Mobile, Ala., which is 11 cents.

Senator GoRp.. Would you think well of a proposition-it might
be novel to you-to provide that none of this $400,000,000 shall be
given to any State that levies a tax on gasoline in excess of 4 cents a
gallon? If they want to levy additional taxes, let them go ahead
and do it, but there is no reason why the United States should invade
that field of taxation, should make the gasoline industry pay this
tax, and then give it back to the States.

Mr. Dow. should prefer to have that figure set at 3 cents. "I
feel that 3 cents is about all of the tax that can be fully collected.

Senator GoPw. Where do you figure the point of diminishing
returns?

Mr. Dow. Well, the point of diminishing returns has been reached
in those States which have a tax of 4 cents or more, certainly. Per-
haps somewhat under that. We have an interesting table on that
point, showing the decrease in consumption in these heavily taxed

347



348 NATIONAL INDUSTRIAL RECOVERY

States. But our practical difficulty with this situation comes to
this, and I don't believe that the public, and perhaps even the mem-
bers of this committee, fully appreciate it:

We have here, as I have said, a tax, wholesale, of at least 150 per-
cent, and in some areas 240 percent, and retail at least 48 percent, and
in some territories more than that. Now, it is simply impossible as
a practical matter, Senator, to pass all of that on to the public'. We
would like to do it. We are spending hundreds of thousands of dol.
lars helping those States to collect their own taxes. If you can't
pass it all on, then somebody, as this committee on double taxation
found, somebody has a means of wrecking your price structure.

Senator GoRE. Will you state again where you think the point of
diminishing returns is, where your-law begins to operate, at what
price?

Mr. Dow. Well of course, one must be frank about that.
Senator Goim. it would be an approximation, I know.
Mr. Dow. The question of the purchasing power of the public de-

pends on the whole economic situation. It cannot be related to a
single tax or single expense of any consumer. 'That is of course true,
but the experience thus far, and our table indicates that, is that those
States which have gone to 4 cents or above have placed the tax at a
point where the law of diminishing return sets in.

Senator GORE. If I remember Oklahoma raised less revenue with
a 5-cent tax than with 4.

Mr. Dow. Your State has reduced its tax I cent a gallon, and I
think has raised more money by doing it.

Senator Goiw. Two things happen; when you reach that point
either the consumer decreases his consumption of oil, or it acts as a
stimulation of bootlegging.

Mr. Dow. There is no question about that.
Senator GoPE. Hasn't that grown to be almost a racket in some

parts of the country?
Mr. Dow. There is no question about that.
The House committee in its report on Double Taxation had this

to say:
A very high rate Of tax creates an Incentive to evade by bootlegging or

otherwise, with a resulting loss of revenue to the States and competitive hard-
ships to reputable dealers.

The CkAmANM. All right, Mr. Dow; if you have a further state-
ment there, you may put it in the record.

Mr. Dow. Thank you.

STATEMENT SUBMITTED BY FAYETTE B. DOW

My statement will be confined to one subject-the proposal contained In the
House recovery act bill to place a further Federal tax of three-fourths of
1 percent per gallon on gasoline.

I appear for the following trade associations it the oil Industry: American
Petroleum Institute, Independent Petroleum Association of America, National
Petroleum Association, Western Petroleum Refiners Association. Mid-Continent
Oil & Gas A..oclatlon, Pennsylvania Grade Crude Oil Association.

It is my belief that there is no one in the oil industry who Is not opposed
to further Federal taxation of gasoline.

A few weeks ago when this committee had under consideration a bill to ex-
tend the gasoline tax for 1 more year, I appeared before the committee and
filed a statement in opposition to the extension, and that statement has been
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printed in the record. I did not take any of the time of the committee on that
occasion because the passage of the bill seemed to be Inevitable. Since that
time the situation has materially changed. A bill has been passed by the
House which extends the Federal tax ot 1 cent a gallon on gasoline, not only
for 1 year but for 2 years, and provides in addition for a further Federal tax
of three fourths of 1 cent per gallon. Under these circumstances I think I am
justified in calling certain considerations directly to the attention of this
committee.

It seems obvious that a bill intended for industrial recovery should be bene-
ficial to all industry and should not place undue burden upon any one indus-
try. The Federal tax law now in effect contains sales taxes, somewhat ele-
gantly called "excise taxes ", levied upon a few selected commodities. In
thg Recovery Act It is proposed to spend $3,300,000,000, which for a time at
least will manifestly be beneficial to many commodities manufactured by many
industries. Yet the proposed Recovery Act, as passed by the House, singles out
for taxation just one commodity, and that commodity already subject to ex-
cessive State and Federal sales taxes. A mere statement of this fact would
seem to place a heavy burden of Justification upon those who propose this tax.
But if the burden is upon any industry to show that this tax is unjust it can
clearly be demonstrated for the following reasons:

First. If a further tax on gasoline is sought to be justified by the fact that
$400,000,00) out of the $3.300.000,000 are to be spent on roads, it should be
noted at once that $400,000,000 are only 12 percent of the entire amount which
will be spent for public works of all kinds while three fourths of I cent a
gallon will provide 42 percent of the revenue necessary from new taxes to
amortize the entire fund. Congress has been vsked to levy taxes which will
yield $220,000,000 a year and a gasoline tax of three fourths of 1 cent a gallon
will yield $92,000,000, 42 percent of the new annual tax burden. To put the
matter in another way, the amount of new annual taxes necessary to amortize
$400,000,000 is $26,400,000, which would be produced by a tax of one-fifth cent
a gallon. If, therefore, gasoline alone is asked to amortize the entire amount
to be spent on roads--a theory which I do not think can be justified because
of the numerous other commodities to lie benefited by road building-then a
tax of three fourths of 1 cent a gallon is more than three times as great as
could possibly be ju.stified.

Second. At the present rate of 1 (unt a gallon the Federal Government, for
the fiscal year 1934, will collect $135.000.000 from the gasoline tax. From
other motor-vehicle taxes contained in the present law the Government will
collect about $65,000,000 more. From these sources, the Government will
collect approximately $2'00,000,000 which will be entirely diverted from road
building. In other words, for the fiseMl year 1934, the Federal Government
will collect $200,000,000 from motor.vehicle taxation without spending any of
it on roads. That means that under motor-vehicle taxes already on the
statute books, none of which are to be devoted to road building in 1934, the
Federal Government will collect more than seven and one half times the
annual amount of money necessary to amortize the entire $400,000,000 which
this bill proposes to spend on roads.

Third. As a matter of Information to the committee, I call attention to the
tact that the group of what may he called "motor-vehicle taxes ", from the time
of their inception down to date, have paid into the Federal Government,
$1,263,000,000, which exceeds by $73,000.000 the entire amount of money that
the Federal Government hits paid In Federal aid to roads from the Inception
of Federal aid to the present time. So that as of this date, the motor vehicle
has paid the entire Federal aid account and has a substantial balance to
its credit.

Fourth. When the extension of the Federal gasoline tax for another year
was recently proposed in the House of Representatives, Mr. ltagon, a member
of the Ways and Means Committee, made the following statement:

"The facts are we are forced to continue this gasoline tax for another year.
It brings in about $138,000,000. I am one who would like to see this tax
removed as soon as we can. In the first place, I think It Invades a field of
taxation that has been preempted by the States, and, in the second place, I think
we should, as soon as we can, make a sharp line of demarcation between the
two fields of taxation, the one in which the Federal Government should have
priority and the one In which the States should have priority; but It is neces-
sary to continue this tax."
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Fifth. May I cll your attention to this fact, that In 1930, before the Federal
Government entered the field of gasoline taxation, the motor vehicle was pay-
Ing, in gasoline taxes, license fees, and property taxes. more than $1,000,000.000
per year to the States. In that year the total State revenue receipts were
$2,243,110,000. In other words, the motor vehicle was paying 87.9 percent
of the total State revenue receipts. That statement is abundant Justification
for Mr. Ragon's statement that any Federal gasoline tax "invades a field of
taxation that has been preempted by the States."

In illustration of the very great proportion of total State revenues which in
1930 were provided by the gasoline taxes, license fees, and motor-vehicle
property taxes I show in the following table those States which are represented
or. the Finance Committee of the Senate:

PERCENTAGE OF TOTAL STATE REVENUES DERIVED IN 1930 FROM MOTOII-VICHIOLE TAXES
(GASOLINE. LICM.SM FEES, AND PROPERTY)

Percent Peroeet
Utah -------------------- 22.2 Virginia ----------------------- 40.5
Georgia -------------- 50.3 Connecticut --------------- 32.9
Massachusetts ----------------- 25.5 Pennsylvania -------------- 39.5
Kentucky ----------------- 37.9 Michigan ----------------- 39.0
Texas ------------------- 39.0 New Hampshire --------------- 43.2
Oklahoma ----------------- 47.2 Wisconsin ----------------- 35.0
Colorado ----------------- 39.3 ihode Island -------------- 28.5
North Carolina ------------- 41.5 Delaware --------------------- 13.7
Missouri ------------------ 37.0 Mississippi ---------------- 58.4
California ---------------- 3. 9

It theMore clearly appears that upon the taxation of a special group of
commodities the States were relying in 1930 for a very substantial proportion
of their total revenues. In some instances gasoline taxes have been increased
since 1930. In 1982 a Federal tax of I cent a gallon was superimposed, and It
Is now proposed to add three fourths of 1 cent a gallon more.

Sixth. The average Sta'e tax on gasoline in 50 representative cities on April
1, 1933, was approximately 4.15 cents per gallon. With a Federal tax of 1 cent
added, the average tax is 5.15 cents. As my memorandum shows in detail, the
average State tax is now 196 percent of the wholesale price of gasoline in
Oklahoma and east Texas, and with t he Federal tax added the total average
Is 240 percent of the wholesale price. If the average Gulf coast and East coast
prices are taken as a basis, the average State tax is 109 percent of this price,
and the combined State and Federal tax is 135 percent. On the basis of retail
prices, the present taxes Increase the cost of gasoline to the consumer, on the
average, by no less than 48 percent. The committee on double taxation of the
House found that "the combined Federal, State, and local levies upon gaso-
line Increase the sales price to the consumer from 30 percent to more than 100
percent, depending upon the State involved."

Seventh. One of the petroleum industry's most destructive burdens is the
excessive taxa Ion of its products. The present taxation Is so large that-

(a) It is resulting in reduced consumption. The committee on double taxa-
tion of the House found that gasoline taxes have reached the point of diminish-
Ing returns. The memorandum which I have filed with the committee shows in
de all how the largest declines in gasoline consumption have been In those
States which have the largest gasoline taxes.

(b) It is destroying market prices through tax evasion. Manifestly. It is
impossible to levy sales taxes of more than 100 percent without bringing about
tax evasion. The Committee on Double Taxation of the House found that-

"A very high rate of tax creates an incentive to evade by bootlegging or
otherwise, with a resulting loss of revenue to the States and competitive
hardships to reputable distributors and dealers."

(e) It Is resulting in diversion of gasoline taxes from road building and
maintenance, their original and only sound purpose, to other uses. It Is
estimated that some $200.000.000 of gasoline State tax Income was diverted
from roads in 1932 and road work therby curtailed. Unfortunately. mueh
of this diverted money goes into channels which do not offer the numerous
opportunities for employment assured by road work.

Eighth. The petroleum industry has an investment of more than $12,000,000.-
000 the second largest industry In the United States, and is operating at a
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very serious financial loss. Ten companies which have reported for the first
quarter of this year show a loss of $14,405,000. It is the informed opinion
of petroleum company executives that the present rate of excessive gasoltie
taxation plays a substantial part in making it difficult, if not impossible, for
the Industry to operate at a profit. No code of trade practices an-d no agree-
ment, under this bill, can cure that particular cause of unprofitble operations.
Only the States and the Federal Government, which have asserted their power
of taxation, can offer that necessary relief.

Ninth. The present tax of 1 cent a ga loa on gasoline was originally rejected
by the Ways and Means Committee of the House and by the Finance Com-
inittee of the Senate. It was adopted by the Finance Committee only after
the bill had been reported to the Senate and the Secretary of the Treasury
hail appeared before the committee with a revised estimate of revenue needs.
Tii.o beer tax was not then available. There is no doubt that the gasoline,
t'ix as a Federal tax was adopted reluctantly and with the genuine Inte:tion
that It would be collected for only 1 year. This committee has voted to extend
It for 1 more year, and in its report to the Senate dated May 10, 19W3, the
committee said:

"It is estimated that this extension will increase the revenue by approxi-
nmately $135.000,000. Your committee is of the opinion that the gasoline tax
should be reserved for the States after June 30, 1984."

The House of Representatives has now voted to extend the Federal gasoline
tax for 2 years. On top of that, a further Federal gasoline tax of three
fourths of 1 cent is proposed. No one can question that the field of gasoline
taxation was fully occupied by the States before the Federal Government
entered that field. There can be no doubt that gasoline Is overtaxed by the
States and that by reason of loss in consumption and tax evasion this ex-
cessive taxation has placed a very great marketing burden upon the oil Indus-
try. This was true when the Federal Government imposed the present Federal
gasoline tax. In that situation we are presented with a bill which proposes
to spend $3.300,000,000 for public works. No such sum of money can be spent
without creating a new demand for many commodities. the sales of many
of which are wholy untaxed. And yet the bill proposes to tax only one com-
modity and selects a commodity which both the State and Federal Govern-
ments are taxing to excess. This is clearly discriminatory. It is unjust and
it is unwise. Despite the pressure for early adjournment of this special
session. I hope tis committee will take the time to write a bill which will
bring about a fairer distribution of the tax burden. Unquestionably the wn-
ple of this country are facing very heavy taxation in the coining years. ThiR
burden will be borne, but it will not be borne without constant protest unless
the burden is fairly distributed. In the case of heavy taxation, fair distribtu-
tion is a more important factor than the measure of the tax.

Tenth. The oil Industry hns never opposed a moderate level of State gasoline
taxes if the proceeds are devoted wholly to road building and maintenance.
It has opposed any Federal tax on gasoline for reasons which have been already
stated to this committee at previous hearings. In view of the reemployment
purposes to which the Nntinnal Industrial Recovery Act is dedicated, we favor
a verpnl manufacturers' sales tax, with limited exemptions for food. clothing,
and medicines, to assure the desire(] revenue. We believe that such a tax,
widely distributed over American manufactured products, would not injure
any consumer when the bieneflelal results of increased employment are taken into
account. We dIo not believe that the present practice of placim a heavy burden
of sales taxps upon a few selected commodities Is a sound or fair method of
distributing the burden of taxation.

Analysis of the tax section of the so-called "Indus t'r ' I recovery bill" provid-
Ing for an additional Federal gasoline tax of three fourths of a cent per gallon
reveals that:
By Congress' own estimates, motorists would pay 42 percent of the entire cost

of the bill. or $92.000 000 annually.
Only 12 percent, or $400.000,000 of the $3,300,000,000 planned appropriations

would be used for highways.
A tax of one fifth of a cent would be sufficient to finance road appropriations.

In 15 years, the amortization period, the Federal Government would take
$1,380.000,000 from motorists.
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Citizens of virtual!y every State would pay gasoline tax revenues far exceed.
ing their State's share of the road appropriations.

Based upon 1932, net gasoline gallonage taxed by the States, and which is
smaller, because of exemptions than the gallonage taxed by the Federal Gov.
emiment, this tax would cost consumers $106.876,300 yearly instead of the esti-
mated $92,000,000. This is more than 50 percent of the entire cost.

Onl the same basis in 15 years motorists would pay $1,603,144,500 instead of
the estimated $1,880,000,000.

Farmers consume 25 percent of all motor fuel and in paying one fourth of
the tax bill would be financing all roads built under the industrial recovery bill.

Total Z.deral gasoline taxes of 1% cents per gallon-the present 1 cent Fed-
eral ta. berng continued-would amount annually to $249,878,000. Since State
gasoline taxeii now exceed $500,000,000, the National gasoline tax bill would
exceed $750,000,000 annually.

The weighted average of State and Federal gasoline taxes, including this
additional levy, would be 5.8 cents per gallon. This represents a sales tax of
48.18 percent upon the average retail price of gitoline, 11 cents, and of 132.5
percent upon the average wholesale price, 4 cents.

The attached table shows the cost of this proposed new tax to the motorist,
the menace of State tax revenues involved, and the amount of highway expendi-
tures per State as compared with the amount of tax revenue collected by the
Federal Government.

This plan of financing can mean only the perpetuation of Federal taxation of
gasoline, Increased tax burdens upon a commodity already showing declines in
consumption sufficient to make gasoline tax revenues uncertain, and Federal
invasion of State tax fields to a dangerous extent. It should be defeated.

Gasoline prices, 1919-84, average 60 representative cities in the United States

[First of month, in cents per gallons

Year and month

1919January-....
February ........
March ...........
April ............may ............
Jun ............
July............
Autus .........
September ......
October ........
November .......
December .......

1020
January ........
February .......
March ...........iPr il ............
June ............

July...........
August......
September ...
October ....
November ......
December .......

1921
Jantlary ........
February .......
March ..........
April ............-a2y .............
June .........
July .............
August......
September .
October ....
November .......
December .......

Tank
wagon

(exclud.
Ingtax)

0.2424
.2428
.2422
.2417
.2417
.242
.2442
.2414
.2385
.25
.28
.34

2377
.2517

.2780

.2780

.2807
.2895

.29093

.3017

.3W5

.2068

2959
.2874
.2640
.2549

.2507

.2387

.2993
.2133
.2095

.2065

.2191

.2340

Service
station
(exclud-
lug tax)

0.2543
.2545
.2541

'.2a8
.2538
.2547
.2563
.2555
.2532
.2532
.2&10
. 2531

.2531

. 2671
S 2727
. 2031
.2953
. 3037
. 3067
. 3081
.3155
.3189
.3190
.3151

.3143

.3061

.2825

.2755
.2711
.2570
.2397
.2345
.305
.2273
.2399
.2545

State
gasoline

tax

.000

.000

.0008

.0008

.0008

.0008

Service
station
(Includ-
Ing tax)

0.2543
2645

.2543

.2544
2546
.2555
.2571

.254023540

.258

.239

.0008 .239

.008 .2679
.0008 .2735
.0008 .239
.0008 .2961
.0008 .3045
.0010 .3077
.0010 .3001
.0010 .3165
.0010 .3199
.0010 .3200
.0010 .3161

.0010 .3153

.0010 .3071

.0014 .2839

.0016 .2771
.0016 .2727
.0016 .2
.0022 .2419
.0022 .2367
.0028 .2333
.0028 .2301
.0028 .2427
.0028 .2573

Year and month

1922
January....
February...:::::
March ...........A pril ............
my ....o.oo.....

June ..............
July............
August ..........
September .......
October .........
November .......
December .......

1923
January .........
February ........
March ...........Aril ............

June .............
July............
August .........
September ......
October-........
November .......
December ......

1924
January .......February ........
March ...........Aril ............
M y ............

June .............
July.............
August .........
September .......
October .........
November .......
December.......

Tank
wagon

excludedIng tax)

Service
station
(exclud.
lug tax)

-State
gasoline

tax

0.0032
. 0032
.0038
.008

.0040

.0040

.0040

.0040

.0040

.0040

.0040

.0040

.0040

.0010
0079

.0081

.0087

.0107

.0119

.0119

.0123

.0127
.0127

.0137

.0137

.0138

.0141

.0141

.0149

.0163

.0155

. 01M5

.0155

.1055
.0155

Service
station
(includ-
ing tax)

0.2525
.2457
.2427
.2436
.2557
.2708
.2753
.2670
.2254
.2554
.2341
.2259

.2217

.2232
:2432
.2488
.2414
,2337
.2343
.2298
.2035
.1957
.1844
.1768

.1846

.2172

.2298

.2296

.2299

.2204
.2224
.2109
.2063
.1935
.1793
.1803

0.2288 0.2403
.2219 .2425
.2181 .2391
.2174 .2398
.2300 .2519
.2447 .268
.2493 .2713
.2411 .2630
.2290 .2514
.2288 .2514
.2074 .2301
.1992 .2219

.1948 .2177

.1965 .2192
.2159 .2392
.2176 .2409
.2096 .2333
.2012 .2250
.2003 .2236
.1933 .2179
.1661 .1916
.1581 .1834
.1466 .1717
.1386 .1641

.1452 .1709

.1783 .2035
.1908 .2160
.1895 .2155
.1895 .2158
.1878 .2145
.1795 .2071
.1685 .1954
.1638 .108
.1523 .1780
.1384 .1638
.1394 .1648

31 - --- , __
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Gasoline prices, 1919-2,5, average 50 representative cities in the United States-
Continued

IFirat of month, In cents per gallon)

Year and month

1925
January .........
February ........
March ...........

prl ..........
my .............

June .............
July............
August......
September ...
October .........
November .......
December .......

1926
January .........
February .......

May ........
June ............
July.............
August ..........
September .......
October .........
November .....
December .......

1927
January .........February ........
March ...........
April ............
may............
June .............
July.............
August ..........
September...
October .........
November .......
December .......

Tankwagon

0.1399

.1910

.1878

.1835

.1903

. 1932

. 1946

.1701

.1597

.1580

. 1579

. 1629
.1026
. 1731
.1768
.1838

1978
.1982
.1982
.1978
.1947
.1849
.1791

.1779

.1787

.1736

.1626
1539. 1508
1521

.1527

.1507

.1489
.1485
.1468

Service
station

i exclud./ngtax)

0.1653
.1950
.2174
.2140
.209
.2166
.2193
.2207
.1976
.1858
.148
.1848

.1898

.1896

.1994

.2031

.2103

.2231

.2235

.2232

.2229

.2189

.2089

.2041

.2029
,2037
.1997
.1893
.1798
.1771•1779
.1785
.1751
1718

:1699
.1684

state
gasoline

tax

0.0161
.0165
.0173.0208
.0219
.0221
.0228
.0232
.083
.0283
.0233
.0283

.0243

.0233

.0237

.0242

.0242

.0242

.0242

.0244

.0244

.0244

.0244

.0244

.0246

.0250
.0253
.0266
.0271
.02791

.0290

.0298

.0308

.0303

.0305

.0305

service
station(inelud-
Ing tax)

0.1814
.2115
.2347
.2343
.2318
.2386
.2421
.2439
.2209
.2091.2081
.281

.2131

.2129

.2231

.2273

.2345

.2473

.2477

.2478

.2478

.2433

.2333

.2285

.2275

.2287

.2250

.2159

.2069

.2050
2069
2083

.2051

.2021

.2004

.1989

Year and month

1928
January .........
February ........
Mach ...........
.Apil.........mayI .............

June .............
July.............
August ..........
September .......
october .....
November ..
December .......

1920
January .........
February .......
March .......
April........MAYl .............

June .............
July ............
August .........
September .......
October ..........
November .......
December .......

1930
January..
February........
March ...........April .............y............
June .............
July.............
August ..........September .......
October ..........
November .......
December .......

1931
January .........

Tank
wagon(eelud.
lug tax)

0.1468
.1469
.1501
.1515
.1543
.1low
.1564
.1608
. 142
.1642
.1637
.1696

.1594
:1490
.1490
.1496
.1498
.1586
. 1006
.15941584
.1600
.1886,
.1562

•1554
1524

.1440

.1408

.1508
.1502

1463
• 1485
.1452
.1374
.1347
.1325

.1292

Serve!
station
(exclud-ing Wa)

state
gasoline

tax

01680 0ow007
.1674 .0307
.1710 .0303
.1750 .0304
.1788 .0304
.1784 .0304
.1791 .0304
.1846 .0304
.1878 .0302
.1878 .00
.1874 .0302
.1832 .0304

.1826 .03

.1738 .0312

.1738 .0316

.1744 .0336

. 1752 .0350

.1838 .0350

.1852 .0360

.1834 .0370

.1832 .0374

.1832 .0374

.1788 .0374

.1754 .0374

.1732
.1684
.1614
.1574
.1676
.1678
.107
.1655
.1620
.1542
.1512
.1475

.1448

.0376

.0370

.0380

.0380

.0380

.0380

.0378

.0378

.0378

.0378

.0378

.0382

.0382

Gasoline prices 1931-83---average 50 represenfative cities in the .United state*
[First of month In cents per gallon)

Tank Service T Service
Year and month wagon station a (St ation Yeara t a(exeludI (exclud-I and statio

iFed (pls YeI and month w
ing ta)lng tax) I eral) tax) lug

1931
January ......
February.....

April ........
may ............
June ............
July ..........Agust ...... ....
September .......
October .........
November .......
December .......

1032
January ......
February.....
March ...........

0.1292
.1331
.1292
.1179
.1155
.1119
.1121
.1100
..1109
.1143
.1132
.1192

.1189

.1197
.1203

0.1448
.1479
.1446
. 1329
.1281
.1251
.1244
.1201
.1197
.1231
.1213
.1281

0.0382
.0384
.0386
.0398
.0400
.0401
.0405
.0409
.0409
.0409
.0408
.0408

0.1830
.1863
.1832
.1727
.1881
.1652
.1649
.1610
S1606
.1640
.1621
.1689

.1279 .0408 .1687

.1293 .0408 .1701

.1288 I .0413. .1701

1932-continued
April........
My. ........

June .............
July............
August .........
September ......
October .........
November .......
December .......

1933
January .........
February ........
March ...........April ............
mtlay ............

0.1.1
.1
.1
.1
.1:1
.1

.1

.1

.1

.1
S11

ink Iervlce Tax Service
gon station (State stationp~o-(exlu d satolud- (cto ed-n (plus
tax) Ing tax) Fed- tax)

240 0.1317 0.0413 0.1730
304 .1384 .0413 .1797
302 .1379 .0414 .1793
349 .1436 .0514 .1950
317 .1399 .0514 .1913
281 .1386 .0514 .1882
147 .1234 .0514 .1748
212 .1300 .0514 .1814
200 .1287 .0516 .1803

161 .1248 .0516 .1764
082 .1141 .0515 .1650
038 .1125 .0515 .1040
019 .1092 .0515 1607
028 .1101 .0515 :1616

Service
station
(Includ.

S1087
.1961
.2013
.2054
.2"8
.209
.2150
.210
.2186
.2176
.2136

.2184

.2050

.2054

.2080

.2102
.2188
.2212
.2204
.2206
.2186
.2162
.2128

.2108

.2060

.1994

.1954
.2056
.2059
.2015
.203
.1998
.1920
.1890
.1850

.18 0
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LIST OF 50 RBPBESENTATIVE CITIES

Atlanta, Ga.; Albuquerque, N.Mex.; Baltimore, Md.; Birmingham, Ala.;
Boise, Idaho; Boston, Mass.; Buffalo, N.Y.; Burlington, Vt.; Butte, Mont.;
Casper, Wyo.; Charleston, S.C.; Charleston, W.Va.; Charlotte, N.C.: Chicago,
Ill.; Denver, Colo.; Des Moines, Iowa; Detroit, Mich.; Dover, Del.; Fargo,
Y.Dak.; Hartford, Conn.; Houston, Tex.; Huron, S.Dak.; Jacksonville, Fla.;
Lexington, Ky.; Little Rock, Ark.; Manchester, N.H.; Memphis, Tenn.; Mil-
waukee, Wis.; Newark, N.J.; New Orleans, La.; New York, N.Y.; Norfolk, Va.:
Omaha, Nebr.; Philadelphia, Pa.; Phoenix, Ariz.; Portland, Me.; Portland,
Oreg.; Providence, R.I.; Reno, Nov.; Salt Lake City, Utah; San Franc:sco,
Calif.; South Bend, Ind.; Spokane, Wash. ; St. Louis, Mo.; Tulsa, Ok!a.; Twin
Cities, Minn.; Vicksburg, Miss.; Washington, D.C.; Wichita, Kaiis.: Youngs-
town, Ohio.

WHOLESALE COMMOiTY PRICES FOR MfARCH

The Department of Ltbor lhats-jusfl released Its indices of Wholesale Prices
of Commodities, for the month of March 1932, February 1933, anl March 1933.
The flIgures for the principal groups are as follows:

Index numbers (1920-100)

March February March
1932 1933 1933

All commodities .......................................................... 66.0 59.8 60.2
Farm products ....................................................... 50.2 40.9 42.8
Foods ............................................................... 62.3 53.7 54.6
Rides and leather products... .......................................... 77.3 69.0 68.1
Textile products ......................................................... 58. 0 51.2 51.3
Fuel and lighting ......................................................... 67.9 63.6 62.9
Metals and metal products ............................................... 80.8 77.4 77.2
Building materials ........................................................ .73.2 69.8 70.8
Chemicals and drugs ..................................................... 75. 3 71.3 71.2
Bouse.furnishing goods ................................................... 77.1 72.3 72.2
Miscellaneous ............................................................ 64.7 59.2 $8.9
petroleum products .................................................... 39.8 34.3 33.1

The same report also includes a "breakdown" of petroleum products into%
the following items:

Average wholesale price Index numbers (1928-100)

Petroleum products March February March March February March

1932 1933 1933 1932 1933 1933

Fuel oil, refinery:
Oklahoma, per barrel ................. 0.350 0.425 0.363 27.0 32.8 28.9
Pennsylvanla, per gallon .............. .029 .083 .033 44.9 51.8 60.7

Gasoline, per gallon, refinery:
Natural, Oklahoma ................... .017 .020 .017 18,9 22.7 18.9
California ............................. .047 .044 .042 41.4 39.2 37.0
North Texas .......................... .040 .026 .026 39.0 26.0 25.3
Oklahoma ............................. .041 .026 .026 39.2 24.7 24.7
Pennsylvania ......................... .043 .040 .045 33.6 36.3 35.2

Kerosene refined, per gallon:
Standard, New York ................. . .055 .055 .055 64.1 84 1 64.1
Water white, refinery ................. .044 .048 .048 42. 1 45.7 45.7

Petroleum, crude, per barrel, well:
California ............................. .650 .690 .623 59.6 63.2 57.0
Kansas-Oklahoma .................... .710 380 .380 37.7 20.2 20.2
Pennsylvania ........................ 1.788 1.390 1.420. 51.1 3Q. 7 40.6
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Coat ubta on of State and Federal gaaoltne taeea
(Based upon 1982 gasoline gallonagel

I~~ -~ ;Jj 6

state i_1.
a ~ e

~iyLjll - In
Ala ...... 7
Ariz ......
Ark ...... 7
Calif ..... 4
Colo ....... 8Corm -..
Del ....... 4
Fi ........ 8(Is ....... 7
Idaho .... 0Ill ....... 4
nd ....... 5Iowa. 4

K . 4Karts ..... 4
Ky ....... 6
La........6
Maine ....
Md.......
Mass .....Mih . 4..
Mian.4
MIss.....
Mo ...... 3
Month .....
Nebr.....a

N. ...... 8NJ.....
N.Mex... 6
N.Y ...... 4
N. ...... 7
N.Dak ... 4
Ohio ......
Okia ......Oreg ....
Pa ........
R.1 ....... 3
S.C ....... 7
S.D......Tlenn ..... 8Tea .......

Utah.....
Vt ........ S
Va ........6
Wash.....6
W.Va a
Wis ......
Wyo .... 8
D.C ... 3
IHawail...
Weighted

average. 4.6

Total ...

7%4

64

a 74

86

84
34

53

136.421,614

1,204,295.149
136,780,489
234.229,379
36,33M,331

207,268,239196,980, 164
45,654, 880
988, 468,356
418,489,040
M,~ 004. w

247, 349,862
164, 07,788
166,014,436
106,167,540
187,508,794
80,642,607

681,044,203
333,351,913

9732,448
47.4K4670
83,803120

195,236,623
18,177,920
65.971,040
W8, 914,178
43,845,055

1, 488,127,929
231,727,434
61, 190,396

866,729,484
241, 527,434
140,066,134

1, 009, 603, 827
92,701,236

103,748:781
74,08&1,694

174,076,878
676,893,941

84,297,788
48,866, 212

216,191,99
220,930,198
123,844,778
373,710,495
35.453,812

101,774:858

... 114,20,173, 2061

$7000,80
2900221
5,164,970
I3128,88

5 ,469220

1, 100180
14,808777

2,277,727
28,784,081
16,739,861
8,970137
7,42D, 495
8,202,889
8,300,722

I4,206,702

7,8(0232
16,819,278
20,431,328
10,000,587
5,050,111
8,949,69
z,690,186
7,809, 465

727,1171
2,638,841

16,617,428
2,192,253

42,473,687
13,903640

1,835712
34,269,179
9,601,097
8,891,178

30,289,916
1,884,025
6,224,927
2,963,348

12,188,380
27,003,78

2,171,912
1.874,648

1,809,00
11, 046, 510

4,941,791
14,948,420
3,418,148
2,038,497

$1.028.00(

642,000
1. 05m, 000

1, 492,000
341,00OP

3,138,000

1, 8K4000
1, 23600
1,248.000

791,000
1.,4068,000
4,129,000
8,107,000

726,000
3, 36,000

48000
1,464,000

120,000
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STATkMENT OP HUBET B. PULL , ENDING THE PETRO-
LEUM MARKETERS' ASSOCIATION, AND PETROLEUM INDUSTRY
OMITE OF OHIO

Mr. FULLER. Mr. Chairman, Mr. Dow has made such a complete
statement in his remarks and has answered the questions so well,
that I shall not trespass upon your courtesy or good nature by
repeating. I do wish however to present the situation and the
facts as they are in the State of Ohio.

We have in Ohio a tax of 4 cents a gallon on gasoline and have
had that tax since 199. With the increase, our tax, including the
Federal tax is 5 cents. With the increase here proposed, we would
have a combined tax, State and Federal, of 5.75 cents per gallon.
In 1932, the total taxable gallonage in Ohio was 856,729,484 gallons.

Senator Goes. In 1982?
Mr. FuuimL Yes, Senator. We collected in the State of Ohio

as net on the 4-cent tax, the sum of $34,269,179, and by net I mean
that there is deducted in Ohio or refunded in the State of Ohio to
farmers or those industries who use gasoline for nonhighway pur-
poses the amount of tax that they may pay. It is estimated that it
would cost the State of Ohio, this three-quarters of a cent a gallon
approximately $6,500,000 a year,.or $6,425 471. The estimated total
cost of the Federal tax of 134 cents a gallon is $14 992,765.

I desire to call the committee's attention to the fact that in 1932
there was decline in consum tion of gasoline in the State of Ohio
of 128,000,000 gallons, and the significant thing about that, gentle-
men is that of that decline 118,000,000 occurred after the imposition
of the Federal 1-cent tax on gasoline in June of 1932. In other
words, out of the total decline in 1932 as compared with 1931, of
128,000,000 gallons, about 115,000,000 occurred after the levy of the
additional tax by the Federal Government which raised the total tax
in Ohio from 4 cents to 5 cents.

Senator GORE. Eighty percent of the loss occurred in about halfthe yearlyMr. FUhm. Yes, Senator.

Now, it is estimated that the total cost of this additional three
quarters of a cent per gallon to the State of Ohio over the 15-year
amortization period proposed in this law would be $97,862,065.
The State of Ohio would receive from the $400,000,000 highway
appropriation as allocated to the States by this industrial recovery
bill upon the basis outlined therein $16,644,388. Therefore, the
amount paid by motorists of the State of Ohio under this bill on
this tax of three quarters of a cent per gallon over the amortization
period of 10 years would exceed the amount which the State of Ohio
would receive under the bill by $80,718,000.

Senator Gopx. Fivefold?
Mr. Fuunu. Yes sir.
Senator Gopw. Well, that's economy.
Mr. FuLLER. Now, gentlemen of the committee, I apologize to

any committee to whom I present so many figures.
The CHAmMANr. Have you a statement there you would like to

put inI
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Senator Goi=. Are you in imperative need of this $16,000,000
for highway construction in the State of OhioI

Mr. Fuum. In the State of OhioI
Senator Goaz. Of course you could use it, but the State has not

seen fit to do it, on its own account, out of its own treasury?
Mr. Fuuo. The State of Ohio is today distributing very con-

siderable quantities of the gasoline tax fund to poor relief per.
hitting the local district to divert from the maintenance fund, and
diverting it from the State highway construction fund, direct to
poor relief.

The CHAIRMA2. Senator Butler.

STATEMENT OF RON. MARION BUTLER

Mr. BUTIER. Mr. Chairman, I have asked for 10 minutes, and to
save the committee's time and to get completely in the record what
I want to present I have prepared a statement which covers 10
minutes.

The CHAMMAN. That may be put in the record.
Mr. BUTLER. But I understand you are crowded for time, so that

5 minutes is allotted to me.
The CHAiMAZN. Yes.
Mr. BUTMER. Then with your permission I would like to make a

brief outline statement of what I want to say and put the remainder
in the record.

The CHAIRMAN. Very well.
Mr. BuTi.m. I. as one citizen of the United States, was very much

impressed with the purposes of this bill, and I think, along with the
American people, hopeful of the greatest beneficent results from it.

The bill has been criticized as having language too general and
not specific. Of course, the first part of the bill states the purposes
broadly. Everybody understands that. Now, I don't think the
criticism of the generality of the execution part of the bill is justi-
fied. The only criticism I would make is to make it broader, if
possible. The President is given unlimited power almost. That
has been criticized. I don't think in this emergency it should be
criticized, because such emergency calls, with Congress leaving in a
few days, for unlimited discretion. -

My criticism is that it limits his discretion and limits the fund.
You limit the President to $3,300,000,000. If the situation calls
for a greater use of the Government's credit, then is it wise for Con-
gress to adjourn and leave the President with this Herculean task,
with that limitation? It may mean only partial success, while the
President, with a nonlimited, or certainly an amount of 5 billion,
as suggested by Mr. Green, the president of the greatest labor organi-
zation in the world, it seems to me would be in a better position to
achieve the desired result.

That is one amendment that I su gest. Another is that the Presi-
dent should not be limited to the knds of businesses which should
be helped. I think the limitation here is too strict, "to public busi-
ness and for public purposes." I know of hundreds of businesses
today struggling, that employ labor, buy a great deal of material,
and they are the backbone of the business of their towns. They are
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going concerns, prosperous before the depressions and now strug.
gling. Some have gone into bankruptcy. Should those businesses
not be saved in a live, growing town, where it is one of the agencies
for employing the greatest amount of labor, using the greatest
amount of raw material, and keeping money in circulation _

There are in my State at least a hundred such businesses today.
There are at least 10,000 in the United States that would employ
labor at home, make a market in each city, in each State, be a tax-
payer. It will be a self-liquidating thing that helps to vitalize the
business of every community, and I think we should make it just
this much broader, that, if in the Presideht:. discretion there is a
group of brains and labor in a town where a new business could be
started, that they are specially qualified and trained for, that if
that is self-liquidating in character and can offer good security
that some of this money should be allowed to vitalize the brains and
labor that is today idle and anxious to go to work,-and be a wealth
producer, an employer of labor, which would stimulate business, pay
taxes to the Government, pay it to everybody and help everybody.

Now, gentlemen, isn't that more important than building a public
building] Some public buildings have been built in my State that
were not needed, and I suppose in ever, State in the Union; $180,000
is now being spent in one town in my State where a $50,000 building
is all it will need for the next 25 years. We are tearing down a
building that cost $40,000, which amply meets the needs of the town.
Wherever we need a public building, and they are able to spend the
money, and have it, it is a good thing to do, provided the interest
on the investment is not greater than the rent we are paying.

The CHAIRMAN. Thank you very much, Senator. Does that cover
your statement?

Mr. BUTLER. Could you give me a moment more? I want to
outline what my statement covers.

The CHAIRMAN. Very well.
Mr. BuTI.En. I feel that that is vital and the President should be

given the discretion. I have an application for a client I want to file
before the administrator that is appointed. The Reconstruction
Finance Corporation has held it hasn t power to make the loan. I
don't ask that this bill do anything more than leave that to the dis-
cretion of the President, let me present the case, and let them
consider it, and use the money as seems best.

Then, in the matter of taxes, just a word. I am a buyer of gaso-
line. I am a farmer. I have a very large farm. I don't refer to the
amount of gas I burn in automobiles, but what I use in trucks and
cultivators, and all kinds of motor vehicles.

Senator McAnoo. You have an exemption on that, haven't you,
Senator, on the gasoline used for the farm? Is there not an exemp-
tion in your State ?

Mr. BuTLR. Yes; but the Federal Government has no exemption.
Senator McADoo. But it doesn't take much.
Mr. BuTER. It is a very burdensome tax on the people who are

struggling to keep above water. It will be the straw that breaks
the camel's back. Personally, I won't object, but it is a very op-
pressive tax. I will buy more gasoline if we have prosperity and
produce more.
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The income tax, I think, is oppressive. If it is necessary to put
on this increase in income tax and gasoline to carry out the purpose
of this bill, do it, but I submit there are other placese where you can
place a tax that is less oppressive and on luxuries. I wish to put
that tax on the radio business. That is a luxury. I have a radio
and enjoy it. It is instructive, valuable, but it is a very profitable
business. It is taking from the newspapers today some of their
best advertising. The moving pictures are educational, they are val-
uable, but they are a luxury. I don't have to go to them. But there
are certain things we have to do. We have to buy gasoline. We
have to pay the income tax, whatever you put on here, and therefore
I am suggesting these two. There are others, and in my statement
I have called attention to how much the tax on these luxuries would
amount to. You can raise more taxes from those two than the whole
gasoline tax. I have figured this out and put it in my statement.

The extraordinary powers delegated to the President by this bill
are most unusual, and indeed unprecedented in peace times, but such
action by the Congress is justified by the unprecedented national
emergency which is declared to exist. I take it that every good citi-
zen, regardless of party, approves to the fullest the declared purposes
of this bill for national recovery, but some good citizens have critic.
cized the terms of that portion of the bill providing for the execution
of the declared purposes, and on the ground that the language used
is too general and indefinite. I feel that such criticism is unwar-
ranted and unfounded. Indeed I feel that if any change is to be
made in the bill, that some of the limitations on the President's dis-
cretion should be removed. The President and his advisers have
thought out this tremendc'is experiment as the most effective way
of lifting the Nation out of this fearful depression. The success of
this most hopeful and beneficent purpose depends upon the wise
execution "f the s~ame. Therefore, I submit that the President
should be given a free hand, backed by full power and unlimited
discretion.

The sug estions which I have to offer are niade in that spirit, and
with the desire to be helpful, if possible. This bill athorizes the
President to use the credit of the Nation, for the purposes declared,
but limits him to $3,300,000,000; and then it prescribes with more or
less definiteness how this fund shall be used. I question the wisdom
of such limitations. They may prevent or at least retard complete
recovery.

The Congress will adjourn within a few days, and then the Presi-
dent must undertake this herculean task with limited powers and
restricted discretion. Therefore, I submit that Congress should not
limit the sum to be used by the President to the amount named,
neither should it limit the power of the President to use such fund
in any way that may appears to be most desirable and efficient to
accomplish the great purpose in view.

There has been doubt and difference of opinion as to the authority
of the Reconstruction Finance Corporation to use funds placed at its
disposal to give a helping hand to most worthy private business
enterprises--enterprises which have been wisely and economically
managed but which are threatened with failure on account of condi-
tions, due entirely to this depression.

359



NATIONAL INDUSTRIAL RECOVERY

Many applications for loans from such businesses have been made
to the Reconstruction Finance Corporation; some have been denied
and soine are now pending, but this bill provides in section 301, page
20, that the R.F.C. cannot approve any such applications after 10
days from the date upon which the administrator, to be appointed by
the President under this bill, has qualified and taken office.

I was advised by the chairman of the Ways and Means Committee,
when this bill was before his committee, that in his opinion its terms
were broad enough to cover such cases. But, as I stated before that
committee-and I must now state again-I do not find language in
this bill which I think clearly covers such applications. At least the
verbiage usecis capable of interpretation for or against such ap-
plications.

I am attorney for a corporation in a prosperous city in my State
in the matter of its income taxes. I know that it has filed one of
these applications with the approval and support of the Congress-
man from that district. That corl)oration was organized to deal in
real estate and to build and sell houses and also to conduct a bond
and mortgage business in connection therewith. For a number of
years, before the crash in 1929, that company bought a large amount
of real estate and supplies and also employed much labor, both
skilled and unskilled, to build homes of all kinds for the poor as
well as the rich. These houses were well built, with all modern im-
provements and conveniences, and were sold at a small profit, and
often on long time. That business was highly successful and was a
great asset to that city. Its president is a man of vision and marked
capacity; he was looked upon and referred to as a financial wizard.
His business was not overcapitalized, and he did not squeeze large
profits out of his patrons; he did not oppress those who had bought
on time; in short, his business was conducted on a live-and-let-live
policy and was for the 15ublic good. Every dollar traveled fast and
did much good in a live and growing city. Then came the business
crash of November 1929. The demand for houses suddenly stopped;
those who had bought on time could not meet their payments, and
hence this live and growing concern was paralyzed with large out-
standing obligations, and with large and valuable assets but which
assets were frozen. That company has since been str-uggling to live
and to avoid going through bankruptcy. The only alternative was
a loan from the Reconstruction Finance Corporation. Their appli-
cation is still pending. It is desirable to save this business to live
and function, or shall it be forced to liquidate under these most un-
favorable conditions? The business capacity of this man and his
organization should be saved and put to work at full speed.

If this national industrial recovery bill is to accomplish its declared
purposes. it nmst save an(l revitalize every such business. There are
a hundred such businesses in my State. and in every State in the
Union. There are probably 10,000 such struggling businesses in our
country today. A loan to each on frozen but good assets, say an
average loan of $50,000, would require only one half a billion dollars.
Shall we scrap the brains, capital, and labor behind such organiza-
tions, or shall we save and use, them for the public good? If this
bill is to pull us out of the depression, such private businesses as in
my State and in every other State in the Union must )e saved and
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again put to work on full time, for they are the most potential
elements for national industrial recovery.

We have already through the Reconstruction Finance Corporation
expended a sum nearly as large as the sum authorized by this bill,
in an effort to check the depression, but without any adequate re-
suits. A year ago Congress authorized the Reconstruction Finance
Corporatoin to make loans up to $3,800,000,000 to stimulate business
and to relieve unemployment. Up to now $2,600,000,000 has heen
loaned. But what has been accomplished?

A year ago we had 11,000,000 people out of employment, while to-
day we have even more unemployed. Indeed, it is estimated that the
number of people unemployed today has reached the tremendous
number of 13,000,000. There is but little evidence that business has
been stimulated in an appreciable way by the expenditure of sucht a
vast sum. I am constrained to say that if this vast sum had been
used in direct loans to such business enterprises located in every
quarter of the Union; that is, if this money could Jave reached the
broad base of our business structure, instead of having been expended
to a few big businesses at the top, that the results would have been
appreciably greater. That money is somewhere in hiding; it cer-
tainly has not gone into circulation, where it could and would help
to increase the purchasing power of our people. We have one clear
record of this large expenditure of public monev it is an added
bonded debt upon the people of the United States, the principal and
interest of which are fastened upon the backs of the taxpayers of the
Nation. We must not repeat that lamentable mistake.

If this bill is to pull us out of this depression, the $3,300,000,000 of
national credit provided must go to the broad base of our national
industrial organization, so as to stimulate business, relieve unem-
ployment, and to put the money into circulation in every State and
city in our whole country. It must not be allowed to go to a few big
businesses, which are so frightfully overcapitalized and which have
been so miserably managed that they can never pay dividends on
their watered stock except by charging an oppressive and ruinous
rate upon the millions of people who need and deserve better service
at less cost.

Under present conditions, none of this money should be used to
construct new post offices and other public buildings, which are no(
absolutely needed. Such buildings are not an asset, but a liability.
But this money should be used not only to stimulate existing business,
but also to vitalize the idle brains and labor everywhere, which are
waiting and anxious to start needed new business, which will mnteri-
ally promote the general welfare.

Therefore I suggest that this bill be amended by inserting on page
12. section 202, a new subsection, as follows:

(f) Any self-liquidating project or butness which will increase employment,
which will reiisonably produce revenue, and which shall be deemed to be pri-
marily and essentially for the improvement of public interests and for public
benefit.

This will give the President and the administrator whon ho will
appoint, the power to use in his discretion some of thi. vast utin of
money for such wholesome atid p(tf.litial purposes. Under the terms
of this amendment, lie will not be required or direeted to u.se any
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part of the money for such purposes, but he is simply given the
power and discretion to use all or a part of the same as he may deem
most effective to restore national prosperity. If he has now such
power under the terms of this bill as it stands, then it can do no
harm to insert the suggested language, which is so clear that it will
not require interpretation.

Next, I submit that the President should not be limited to $3.300,-
000,000 in his gigantic effort to return national prosprity. There-
fore I approve the suggestion made by Mr. Green, the head of the
greatest labor organization in the world, before the Ways and Means
Committee, that this sum be increased to at least $5,000,000,000. If
that sum is needed to pull us out of this most serious situation and
to start us on the road to recovery, then it is not only wise but also
essential that such a sum should be made available now and not
later.

It was suggested at the hearing before the Ways and Means Com-
mittee on last Friday that if the sum was to be increased front $3.300,-
000,000 to $5,000,000,000, that then the proposed sum of $220,000,000
necessary to finance and make effective the purposes of this bill must
be increased to at least $300,000,000, and the question was raised as
to how and where the necessary extra $80,000,000 could be raised by
additional taxes.

I will suggest how this additional sum can be raised, but, before
doing so, I wish to say a word about some of the taxes imposed by
this bill to raise the $220,000,000 necessary to finance this bill and
to amortize the bonds to be issued.

Gasoline is already heavily taxed. There is a gasoline tax in every
State, and I think in every county, and also in every town and cit
These taxes in every State will amount to more than the wholesale
cost of gasoline -and in some instances twice as much. Gasoline is
a necessity, and we should, if possible, find some other source of
revenue which is now paying a less tax and which should bear a
fair part of this additional tax burden.

The increases in income taxes are very large. The man with a
small salary, or who works for wages, is required by this bill to pay
double what he is now payin -- a 50 percent increase. But this bill,when it comes to incomes of $1I000,000 does not provide that the tax
shall be doubled but shall be increased only 3 percent., Heavy
taxes are never desirable, but such a glaring discrimination in income
taxes is indefensible.

If there were no other sources fror "hich such additional taxes
could be more fairly and justly raiser. ten they would be justifed
for the emergency purposes of this bill, but there are other such
sources of revenue. Therefore these tax burdens should be so
distributed.

It is fundamental that additional tax burdens should not be placed
on the necessities of life when there are luxuries and amusements
which can bear a substantial part of the increased taxes necessary.

The chief amusements and luxuries which are now not bearing a
fair share of the tax burden are the moving pictures and the radio.
Therefore I suggest that the following taxes be imposed on these two
businesses:
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Insert under the subhead "Reemployment-relief tax", page 19,

and as part of section 208, the following:
One-half cent on each foot of films (negatives and positives), upon which

sound is borne or transmitted, either through transmission or by photographic
prints, used for public exhibition in theaters, music halls, and all public places
where admission charges are collected, provided, however, that this tax is not
to apply to the 16-millimeter films used exclusively in homes, schools, and
churches; 10 percent upon the gross receipts of commercial broadcasting sta-
tions, including the total amounts paid by the advertiser for the entire broad-
casting program, entertainments, announcements, etc.; 10 percent upon the
gross receipts, not less than 70 percent of the total box-office receipts (not
including present admission taxes), of all theaters and amusement pieces of
all kinds wherever admission is charged; $10 a watt per annum upon the rated
capacity of all broadcasting stations.

This amendment will raise $93,500,000, which is more'revenue from
these two amusement luxuries than will be raised by the proposed
additional tax on gasoline, which is an essential necessity.

In explanation of the amount of revenue which will be derived
from these suggested taxes, I submit the following statement:

A tax of one-half cent on each foot of film upon which sound is
transcribed when used for public exhibitions, as in theaters, music
halls, and all public places where admission charges are collected.
This tax to apply on all such film, negatives, positives, and all that
bear the sound either through original transcription or by photo-
graphic prints. This tax is not to apply to the smaller 16-millimeter
flm for use in homes, schools, and churches, provided, however, that
if same are used in theaters or public places the above tax shall be
imposed. It is estimated that 500,000,000 feet of film are now used
annually, and that a tax of one-half cent per foot should yield the
Government $2,500,000.

A tax of 10 percent upon the gross receipts of commercial broad-
casting stations to include the total amounts paid by the advertising
for the entire broadcast program, entertainment, announcements,
and so forth. It is estimated that $100,000,000-is now paid for this
service yearly. This tax should yield the Government $10,000,000,'
and should be absoy bed within itself. The advertiser should not
carry the expense.

A tax of 10 percent upon the gross receipts of all amusement places
(theaters of all kinis, including legitimate stage and film produc-
tion, wherever admission is charged). Gross receipts should be
defined as that portion of the total box-office receipts remaining after
deduction by the theater owner or exhibitor of his contracted pro-
portion, usually 30 percent, but in any event the gross receipts
should not be less than 65 percent of the total amount of money paid
in at the box office. This tax, in the main, would come out of the
moving-picture prc-ucer. It could not be passed on to the public as
such in a higher admission charge, and the tax could positively be
absorbed by the producer. In this way a much more perfect or
equitable distribution of moneys spent by the public on moving pic-
tures would be attained. We will estimate 10,000 motion-picture
houses operating with a daily attendance of 1,000 or more at 25 cents
average admission which is very low. This represents a daily paid
cash admission oi $2,500,000, of which approximately 70 percent
constitutes gross receipts of $1,750,000, on which a tax of 10 percent
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should yield $175,000. Based on 365 days as the operating year
the Government could collect by this method a total annual tax yield
of $56.875,000 on this form of entertainment. This tax in effect
would in all probability yield $75,000,000, and it is quite proper, in
that it would induce an industry which has flagrantly abused the
public in many ways to conform to a different and better standard.

A tax of $10 a watt, per annum, upon the rated capacity of all
broadcasting stations. There are some 600 broadcasting stations in
the United States, ranging from 50,000 watts down to 25 watts.
The average wattage per station will be found to be approxmately
1,000 watts. This information is readily available at the Federal
Radio Commission. This tax should yield $6,000,000. Certainly
broadcasting stations should bear a tax of some sort.

In support of the proposed taxes, I wish to say that entertainment
should bear a fair part of the burden of the extra tax requirement
to meet our present necessities. The bulk of modern entertainment
is by film and radio and these two industries can be reasonably
taxed and still be made to expand and serve the public as never
before with no added cost to the public. This kind of taxation is a
righteous contribution of the large amount of money now collected
from the public by these businesses, and the money to be derived
by these taxes will furnish a substantial part of the additional reve-
nue needed to put into effect the industrial recovery program, as
set out in this bill.

The radio business has grown to tremendous proportions. The
radio is taking the most profitable advertising business from the
newspapers and destroying their capacity to pay taxes as formerly.
The most important patents are already monopolized. This monop-
oly has great power over public opinion, and over the purses of the
people who desire to use its services. Yet this bill suspends the anti-
trust laws, and besides does not raise any of the additional taxes
needed from this trust.

The moving-picture producers are also reaping a greit harvest
from the public, but are giving to the people a service which con-
stantly grows poorer in quality. That business should pay a fair
part of the additional taxes needed, and it should not be protected
from competition by suspension of the antitrust laws.

Congress is trying to finance this relief bill and at the same time
to balance the Budget of the Government by imposing these addi-
tional taxes, but in doing so, you should not place the taxes so as to
make it more difficult for 20.000,000 homes to balance their budgets.
This is a thing that calls for the attention of the highest states-
manship.

Then why not raise $80,000,000 of the taxes needed on these twobusinesses, instead of placing additional burdensome taxes on those
who are least able to pay, and who are already taxed to the limitt
This bill sho, ld be a real relief bill and should not put additional
taxes on the backs of those whom it should help.

Therefore, I submit that in reason and in all common sense, the
President should be given the power and discretion as provided in
these two suggested amendments.
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STATEMENT OF 1. 3. MoCUE, REPRESENTING MUNICIPAL
OFFICERS LEAGUE OF OHIO

Mr. McCuE. I might say that I am appearin g here as president
of the Municipal Officers League of Ohio, and also as the mayor of
Boise City. Most of the people in the East think that when we
speak about unemployment that that does not affect the West, but I
want to just say that we are right up against it, and the particular
phase that I want to appear on here today is to have this bill
amended, where it says "No such grants shall be in excess of 30 per-
cent of the cost of the labor-

The CHAIRMAN. That is the same amendment that was submitted
by the conference of mayors the other day ?

Mr. McCuz. Yes. In other words, what I am primarily interested
in is that we raise that up to 100 percent.

I want to-say to you that we are out in the sagebrush, and I want
to correct the error that we have no unemployment. ] might say to
you that in the city of Boise, of which I am mayor, we have about
2,500 unemployed on our rolls that we are actually taking care of, of
whose children we are taking care. That is 40 percent of our popu-
lation. The same statistics, I would say apply to all of our States.

I want to say to you gentlemen that if we are going to get relief,
we must have 100 percent. This 30 percent does not mean a thing
to us. We are taxed right and left. Our taxes have been multiply-
ing for the last several years, and in addition to that I want to say
to you that more property has gone back to our counties for failure
to pay the tax in the last 6 or 6 years than in the 50 years preceding.
I want to bring thislome to you, that it is utterly impossible for us
to take advantage of this 30 percent. You realize that under our
law we have to have a bond issue to pay the other 70 percent, and I
want to say to you that the temper of our people, about 99 percent,
is that we can't put through a bond issue. This 30 percent doesn't
means a thing to us. On the other hand, I just want to say to you,
gentlemen, that this unemployment phase that I speak to you about
is so pronounced that it is getting acute. These men are insistent.
They are not foreigners, they are American citizens, and they are
demanding that this problem must be relieved.

Senator McADoo. We have passed a bill providing for the distri.
button among the States of $500,000,000 for unemployment relief and
for other similar purposes. Will not that afford you a very substan-
tial relief I

Mr. McCUE.. Might I ask the Senator a question I How would that
affect the municipalities? Where would we get into that?

Senator McAnoo. I should think you would be benefited by the
allocation to the States. I suppose the States, of course, will dis.
tribute it through the various instrumentalities of the State, so that
all parts of the State will receive their just share.

Mr. MCCUE. Yes, Senator McAdoo, that is true; but on the other
hand, I have been somewhat a student of this problem, and I can
say to you if we would relieve this unemployment situation over.
night, we would relieve 991/2 percent of the ills of our country. In
our country we have to take care of those men, and we are now taxed

1T0260--83-24
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to death. In other words, I am afraid unless we get some relief in
this particular bill we will be unable to function.

The CHAIRMAN. You think conditions are too heavy for the cities
to get reliefI

Mr. McCum. Yes sir.
Senator Goiw. You say the people in your town would not vote

for a bond issue for local reliefI
Mr. McCum. Perhaps that is a little far fetched, but I want to

bring this point to you, that our taxation problems have mounted
and mounted and multiplied, and our property has returned to the
tax rolls, so that there would be no income from taxation., It is
just impossible.

Senator Go=i. Do you figure the Federal Government can get
this money somehow or other without taxing the people of your
town?

Mr. McCum. The point I want to bring to you is that we have
reached the maximum amount under our constitutional provisions.
We have gone just as far as we dare go and be within the laws
of the State of Idaho.

Senator Goiw. You want the Federal Government to put up 30
percent instead of 100 percent?

Mr. CuE. Yes, sir.
Senator GoPi. You would be willing to stop at 100 percent?
Mr. McCuE. I say if we would relieve this unemployment situa-

tion, we would relieve 991/2 percent of the ills of Idaho overnight.

STATEMENT OF W. W. SNIDER

Mr. SNIDF. Mr. Chairman and members of the committee, the 1932
revenue law in defining gasoline defined it to mean gasoline, benzol,
and other liquids, the chief use of which is as a fuel for the pro-
pulsion of motor vehicles, motorboats. and airplanes.

Shortly after the law was enacted the Treasury Department made
a ruling to the effect that industrial benzol was not subject to that
tax because it was the intent of Congress to tax motor gasoline and
not industrial benzol. That remained in effect until about a month
ago, when they reversed their ruling and held that under the 1932 law
industrial benzol was taxed, as well as motor benzol, because the tax
applied to all benzol.

Industrial benzol is used in the manufacture of chemicals, insecti-
cides, and pharmaceuticals. It is our belief that Congress did not
intend to tax pharmaceuticals or insecticides. The only way to take
care of that is to use the word "motor" before the word benzol.

The CHAIRMAN. I hope you can give us a memorandum on it so
it can be inserted in the record. We will be very glad to consider
that.

Mr. SNIDER. I shall be glad to do that.
Industrial benzol is only about 15 percent of the total. There is

only about 10,000 gallons of it per year.
Senator GORE. It is more expensive than the other?
Mr. SNImR. Yes, sir. It costs twice as much as the motor benzol.

866 /



NATIONAL INDUSTIAj RECOVERY

STATEMENT OF 1OHN A KRATZ, ATTORNEY AT LAW, WASHING-
TON, D.C.

Mr. KRATZ. I merely want to call attention to the fact that sec-
tion 205 (b)., which is the "Buy American" section is unworkable
and suggest that there be substituted in title III in so far as it may
be appropriate, all of Public 428, passed on karch 3, being the
Treasury appropriation bill making appropriations for the Treasury
and Post Office Departments. Congress, by that title, has given full
consideration to all purchases of articles, both manufactured and
unmanufactured, to the contingency where there is not an available
commercial supply, and to the further contingency that the manu-
factured article is substantially all manufactured from articles
mined, produced, or manufactured in the United States, and also to-
the fact that many of the articles purchased and furnished to the
Government are manufactured in turn from articles manufactured,
mined, or produced in the United States, as the case may be.

I understand that Mr. Emery, on behalf of the Association of
Manufacturers, has already presented the suggestion to the commit.
tee, and I hope that the committee will substitute the well-consid-
ered provisions of title III, Public 428.

The CHAIRMAN. If you wish to elaborate on that point, we will
be very glad to consider it.

STATEMENT OF . CARSON ADKERSON, PRESIDENT AMERICAN
MANGANESE PRODUCERS ASSOCIATION, WASHINGTON, D.C.

Mr. ADKE'SON. Mr. Chairman and members of the committee. I
appear as president of the American Manganese Producers Associa-
tion, representing about 95 percent of the producing manganese
companies in the United States, including the Hy Grade Manganese
Co., Woodstock, Va.; Domestic Manganese Development Co., Butte,
Mont.; the Anaconda Copper Mining Co., New York City; Butte
Copper & Zinc Co., of New York City; Lunar Manganese Co.,
of Deming, N.Mex.; and about 50 other manganese operators
and property owners located in about 24 States. I appeared
before the Ways and Means Committee of the House and intro-
duced subsection (b) of section 205, which provides for the pur-
chase and use of domestic raw materials in the manufacture of
all components that enter into the manufactured articles going into
the projects to arise under this new bill. We are, of course, fully
in accord with this bill.' The purposes of the bill are mainly
for the employment of labor. If the way is left open for raw ma-
terials imported from foreign countries to be used in such projects
arising under this bill or or manufactured articles or the use of
raw materials entering into the manufactured articles which go into
the projects, it is liable to extend that work to foreign countries
and deny it to this country. I use as an illustration the new Oak-
land bridge in California.

The newspapers just a few days ago announced that steel contracts
had been let for $22,000 000 covering the steel to be used on that
bridge. That bridge is Ananced by the Government's funds to aid
unemployment, but the maganese that will go into that bridge will
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come from Soviet Russia or other foreign countries. It is also
possible under the law that iron, copper and other raw materials
produced in foreign countries can be used in that bridge.

It is true that under the Treasury-Post Office Appropriation Act,
title III, there is a provision to take care of such things in strictly
Government purchases, but there is no provision in this bill out-
side of this amendment to insure use of domestic raw materials in
the manufacture of equipment. Thereforethis amendment.

We ask your particular attention to the words "If available at
reasonable cost.' That seems to us to take c~re of any exception
that may arise.

We all, of course, are primarily interested in manganese. Only
14 pounds is used in a ton of steel. It cannot add to the cost of steel
more than 14 cents pet! ton. As commodities return to the 1q29
price level that difference will be lessened. At the present time the
domestic manganese industry, or in 1929, supplied 03,000 tons of
high-grade ore and 1,188,000 tons of low-grade ferruginous man-
ganese ore and manganiferous ore, as compared with 1,175,982
tons of the latter in 1928, which was used in the manufacture of
steel.

The domestic manganese mines are able to furnish the entire
amount used in the steel industry today. Of course the steel industry
is making less steel, but we are prepared to increase the production of
manganese following a normal increase in the manufacture of steel.
We are prepared to increase that to take care of the gradual increase
in consumption. We are already able to take care of the present con-
sumption of high-grade ores. In the last few years we have devel-
oped new processes for the beneficiation of these ores, so that the
average American ore is higher grade than foreign. Foreign ore
runs 47.67 metallic manganese as shown on pages 298 to 300 of the
United States Department of Commerce bulletin entitled "Man-
ganese and Manganifercus Ores in 1929." The ores produced in
Montana run from 57 to 60 percent manganese. I have repeatedly
announced in the Ways and Means Committee and elsewhere that
the American industry is today prepared to take care of all contracts
with ores superior to foreign ores at prices not exceeding the same
price paid by the steel industry for 'the 5-year period prior to 1929.

Senator GoRE. You say the ore is higher average than foreign ores?
Mr. ADRERSON. The foreign ores average 47.67, as shown by the

Government document entitled "Manganese and Manganiferous
Ores of 1929 ", issued by the Bureau of Mines of the Department of
Commerce.

Senator GORE. How much is used in this country annually?
Mr. AnKrmso.. About 1,200,000 tons of lower tirade and 000,000

tons high grade. Now it is about 200,000 tons of high grade.
Senator GoRE,. How much of that comes in from aboad?
Mr. ADKER SO.N. At present the 200,000 tons would come from

abroad. In 1931. for instance, there was shipped in under the dump-
ing campaign from Soviet Russia 502,000 tons. That was after
the Soviet had started their dumping campaign. Of course, that
closed the mines of the United States, and they are today idle.

Senator GORE. At what price does that come in?
Mr. ADRERSON. At about $25 a ton delivered at Pittsburgh.
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Senator GORE. What was the price during the boom days?
Mr. ADKERSON. During the boom days it was $34 a ton.
Senator McAoo. You mean domestic ore?
Mr. ADKERsoN. Domestic and foreign. That includes the duty.

The normal price of manganese ore is $34 a ton. That is the price
the steel people paid for foreign manganese delivered at Pittsburgh
for the 5-year period prior to 1929. Those are Tariff Commission
figures.

Senator McAooo. How much is the tariff?
Mr. ADKERSON. $11.20 per ton on the highest grade. It depends

on the content of manganese. The highest #rade runs 50 percent
manganese, so the tax is based on the manganese content of the ore
and not the total weight of the ore.

Senator McAuoo. Can you not produce the ore in this country
cheaper than the Soviets?

Mr. ADCERSO.S. Not cheaper than the Soviet, because they have-
Senator McAuoo. I mean the average price paid.
Mr. ADKERSON. The highest price paid domestic producers for the

highest grade.ore, which is superior to foreign ore, for that same
5-year period was 60 cents a unit, whereas the average price paid for
the foreign ore was 68 cents a unit, or $34 a ton. The simple fact
is that the domestic producer during those years was penalized $4
a ton because it was an American product.

Senator McADoo. What are you contending for? An increased
tariff on manganese?

Mr. ADICERtON. No. I am asking that the provisions of this bill
be not changed, so that the domestic manganese can be used in
projects under this bill, if it is available at a reasonable cost.

Senator McAnoo. You are merely arguing for the provision that
is in the law now? 0

Mr. ADKERSON. Yes; exactly. I would like to put into the record a
copy of the letter from the New Jersey Zinc Co., 160 Front Street,
New York, dated May 16, 1933, and also copy of letter dated May 9,
1933. from the Colorado Fuel & Iron Co., Denver, Colo.

(The letters referred to are as follows:)
Tsr Now Jimeir Ziqo Co.

New, York, May 16, I9SJ.
Mr. J. CARSON ADwESON,

President American Manganese Producera Association,
Waskington, D.C.

DvA Sit: In reply to your' Ietter of May 12, asking for information regard-
ing the production and consumption of splegeleisen in the United States and
our ability to teike care of the country's requirements, I submit the following:

During the 10-year period ending December 31, 1932, the total production of
splegeleisen in the United States has averaged about 90,10 gross tons per
year. Imports of splegelotsen during thi same period have averaged about
8,000 gross tons per year. This indicate; an average consumption of about
98,500 gross tons per year.

In the year 1928 this company sold ard shipped more than 100.000 gross
tons of splegelelsen. We are now equipped to furnish similar annual tonnages
of splegelelsen manufactured wholly from domestic ores at prices whikh we
believe to be fair and reasonable.

Your very truly, N. S. WARDEI, Th~aeurer.

I
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Tan COLOur.O FUEL & ION Co..
. JDenver, olo., May 9, 1983.Mr. .J. CARtSON ADRERSON,

President American Manganese Producers Assootation,
National Pre8s Building, Waahington, D.O.

Dums M& ADmcsON: This acknowledges receipt of your letter of April 29,
but to date we have not received the copies of the Buy American Act.

I also received a letter from Mr. Daly, of the Anaconda Copper Mining Co.,
from which company, as you know, we have purchased manganese ore. The
sales department has already been notified to inform our customers that our
steel has been made from all raw materials of domestic production. I am sug-
gesting that they put a Sticker on all correspondence when bidding on con-
tracts which will state such a fact. We have already advised the Bureau
of Standards at Washington that we are prepared to take Government con-
tracts for ferromanganese to their specifications. You are therefore at liberty
to notify anyone that we are prepared to furnish ferromanganese and steel
products made frca 100 percent domestic manganese ore. In our case, this
also applies to all iron ore used in the manufacture of pig iron.

Appreciating your interest and cooperation in the matter, I am,
Very truly yours,

W. A. MAXWELL.

Senator 0'i. You say that some of the materials used in the
Golden Gate Bridge in California may be purchased abroad. Is it
not a fact that those foreign materials may be paid for with prunes
and raisins raised in California?

Mr. ADRERSON. That is possible, but the main thing is this: It is
our understanding that this bill is to provide work, as far as possible,
for labor in the United States. Now our industry is just one, but
take the manganese industry and* take its employment situation, it
wouid mean the immediate employment of about 15,000 men with the
knowledge that this provision is enacted. It will mean further con-
struction work. It will mean new development work, it will mean
the operation of a permanent basic industry, which, of course, will
help along the line of this bill exactly as the bill provides, and we
ask the committee to make sure that this provision is retained in the
bill awc written. "If available at reasonable cost" takes care of all
exceptions that may arise. We ask you that that manganese may be
taken care of under the provisions of this bill.

Sentor GoRE. You want the language in the bill as it is now or as
passed last winter?

Mr. ADKERSoN. This is as it should be, as it stands now. The lan-
guage last winter was rather confusing. We ask you to help us see
that manganese miners get employed along with others.

Senator McADOO. You made a statement that $22.000,000 worth of
steel was bought for this bridge at Oakland. Did I und erstand you
to say that was foreign steel?

Mr. ADKERSON. No.
Senator MoADoo. Can you give us any information as to tle for-

eian manufacturer that received the order?
Mr. ADKERSON. It was domestic manufacturers.
Senator McAnoo. I understood you to say foreign.
Mr. ADKRSON. Oh, no, sir. I said it was steel manufactured in

the United States but at the same time foreign manganese ore will
go into that steel for the reason that contract is not covered under
such provisions as we now ask, which is to the effect that such projects
in the future will use domestic manganese.

The CHAIRMAN. I understand Mr. Johnson wants to put a state-
ment into the record.

I
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STATEMENT OF PYKE JOHNSON, PUBSIDENT NATIONAL AUTO.
XOBILE HII0.DER OF O E

Mr. JoHNsoN. I ask permission to file two telegrams, the first
signed by leading motor executives, expressing their opposition to
these discriminatory excise taxes, and secondly a brief which sup-
ports that position.

(The telegram and brief referred to are as follows:)
TuzmuRAM SrI'rNo FORTH TAX Vinws OF AUTOMOILc INDUSTRY SUBMITTD To

SENATE FINANCE COMMITTMI ON BHAI OF NATIONAL AUTOMOBILE CHAMBER
OF COMMCE, BY PYKE JOHNSON, VIC PRESIDENT

From National Automobile Chamber of Commerce, 503 Transportation Building,
Washington, D.C.

WEDNESDAY, MAY 31, 1933.
We notice that the reemployment tax is under consideration. The motor

industry Is ready t'o bear its share of any burden, but we wish to point out that
discriminatory excise taxes amounting to $200,000,000 are now imposed against
the automotive industry and its customers by the Federal Government in the
form of imposts on the sale of automobiles, trucks, tires, parts, accessories, and
fuel.

Consequently, with any new tax that is imposed we urge the repeal of the
present discriminatory taxes in order that we may be treated the same as any
other group of taxpayers.

To leave on present taxes and add manufacturers' taxes would be to impose
new supertaxes, which would place a further unfair burden on our industry
which is making every effort to restore employment.

We respectfully urge your consideration of this.viewpoint.
NATIONAL AUTOMOBILE CHAMaiw OF COMMERCIL
ALVAN MAcAULEY, Pre#ident.

Taxation committee: Roy D. Chapin (chairman), Walt~r P. Chrysler. Aivan
Macauley, 0. W. Nash, R. P. Page, Jr., Alfred P. Sloan, Jr.

A'tuoMoTrvF. INDUSTRY OPPOSES CONTINUANCE OF A~rTOMOTIVF TAXES

(By Pyke Johnson, vice president National Automobile Chamber of Commerce)

This brief in opposition to the continuance of the discriminatory Federal
excise taxes on motor vehicles, tires, piirtq. accessories, and gasoline is filed on
behalf of the automotive industry by dlreetion of Alvnn Macauley, president of
the National Automobile Chamber of ('Commerce. It hits the full support of
our board of directors and of our members, the passenger~car, motor-bus, and
motor-truck manufacturers of the United States.

The attitude of the National Automobile Chamber of Commerce has been
repeatedly stated at each of the public hearings which your committee has held
on this subject over a period of years. The last presentation before the Ways
and Means Committee was made by George Graham January 23, 1932 (p. 753,
hearings, Revenue Revision. 1932).

OPPOSED TO DISOMMINATION

Thp reasons for our lsition briefly summarized are as follows:
1. The automotive Industry is opposed in principle to discriminatory taxation.

We believe that whatever taxation Is necessary should be general in character
and should not discriminate against specific Industries as the present revenue
act- does.

MULTIPLE TAXATION

2 Our customers, the owners and operators of 24.000.000 motor vehicles, are
already subjected not simply to double but to treble and quadruple taxation.
They are now payinx $200,000,000 in special Federal taxes in addition to spe-
cial taxes in more thnn two score forms to the State and local governments,
In addition to general taxes paid in common by all taxpayers.
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CAB MARKET AFI=

3. Motok-vehlel production has declined from a high mark of 5,600,000 in
1929 to 1,436,000 units In the year Just closed. J)uring the past 2 year., the
motor-vehicle registrations of the country have shown a decline of 2,800,000
motor vehicles in ise. As an interesting sidelight our foreign-trade business
in 1932 was but 10 percent of the sales of 1920.

In a period such as the present, every Item of to'k expense added to the
topernt!ng costs of the owner tends to restrict use and so further limits the
market for new cars.

This would be serious enough if it affected only the automotive industry.
but when it is remembered that more than 4.000,000 people hove derived their
living from the sole and use of motor vwhliles: that automotive plants are
located In 41 States, and that all State. contribute materials to motor inanu-
facture, the effects upon the entire country become immediately apparent.

The industry has reduced both initial alid operating costs of its product in
every direction, but we cannot overcome the arbitrary barriers of ttxatioa
without the help of Congress and the legislatures.

BLOW TO STATO ISOAL POLUCTES

4. A general public Interest in opposition to the Invasion of the Federal
Government into the gasoline tax field Is found In its effects upon State
gasoline tax revenues and State highway bond Issues.

Nearly 84 percent of the billion dollars In State highway bonds issued from
1921 to 1930 depend upon tolls, gasoline, and registration taxes for payment
and Interest.

Wherever this revenue tends to diminish or dry up, then the States must
resort to general property taxation in order to meet their obligations. With
all of the demands for diversion coupled with the evasion that is a corallary
to unduly high State levies, the intervention of the Government In this field
of taxation thus has an exceedingly serious effect on State fiscal policies.

TAX UPON N ESOTY

5. The automotive taxes are a tax upion necessity. The motor vehicle
today is used almost entirely for essential transportation service. M, lre than
7,500,000 cars now running are more than 7 years old.

In the last decade 15,000,000 people are estimated to have moved out into
suburban areas. More than 30,000,00 farmers depend largely upon the vehilele.
Two thirds of the cars of the country are owned by people having less than
$8,000 a year income. Obviously added tax burdens placed upon these groups
shorten their ability to meet their obligations in other directions, and limit
their use of a needed facility.

For these reasons, we urge that the Senate Finance Committee oppose
the continuance of the automotive taxes and that as soon as possible, all
other discriminatory taxes levied against the automotive industry and its
customers be removed.

OENERAT, TAX PRE1MItED

6. In place of these discriminatory levies the loaders of the automotive
industry stand ready as they always have. to accept their share of any
general taxes which may be necessary.

We suggest a general manufacturers' tax as the fairest form of -les tax
which can be adopted.

Mr. JoTr'sos. T also request permission for the Rlbber Manufac-
turers Association to file a similar statement on that point.

(The statement referred to is as follows:)
Mr. Chairman and gentlemen, this statement is submitted on behalf of the

Rubber Manufacturers Assoclation and at their request.
Tile rubbern-manufacturing companies of this country. including subsidiaries

and dealer organizations, furnish employment for approximately half a million
people. It is estimated that there are not less tjan 250,000 Investors in the
various securities Issued by the rubber companies.
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The rubber Industry has been one of the outstanding industries that has
fathered the share-the-work program, this having been done at considerable
expense to the various companies. It is also an industry that has constantly
paid comparatively high wages to employees and at the same time has year by
year given the public increased milearfi per tire at greatly reduced cost.

In June of last year there was imp sed upon the tire industry an excise tax
which was in reality a sales tax, ranging from 10 to 14 percent on tires and
tubes. To illustrate, this excise or sales tax on a Ford tire and tube amounts
to 51 cents per tire.

The agricultural bill which has just passed Congress requires, upon proclama-
tion, the imposition of an additional tax on tires depending upon the market
price of cotton used in producing the fabric in the tire.

Your honorable committee is now considering what form of tax shall be
assessed in order to raise some $220,000,000 per year for at least the next 2
years required for the purpose of the National Industrial Recovery Act. Among
the forms of taxation that have been suggested is a manufacturers' sales tax.

We are not opposed to a manufacturers' sales tax for the purpose of this bill,
but we do submit that, in all fairness where industry is looked to as a source
of revenue, that industry as a whole should be taxed on the same basis just
as our revenue taxes impose an equal burden on industry without discrimina-/
tion. Therefore, we ask that serious consideration be given to the repeal of
the present discriminatory sales tax on the rubber industry, and that it a sales
tax on industry is to be imposed that such a tax carry a rate sufficient to take
care of the loss of revenue as a result of repealing the present excise tax and
in addition provide the money necessary for the requirements of the National
Industrial Recovery Act.

Let me summarize. The rubber-tire industry is at present subject to-
First. A Federal income tax of 13 percent on profits.
Second. A Federal excise tax or sales tax ranging from 10 to 14 percent.
Third. The agricultural bill, which recently passed the Congress, contem-

plates a further tax, the exact amount not yet determined, by placing a process
tax on the cotton contained in the tire.

We respectfully appeal to you to eliminate the present discriminatory excise
tax and impose a general manufacturers' excise tax bearing equally and alike
on all industry.

STATEMENT OF ERNEST 11. SMITH, REPRESENTING AMERICAN
AUTOMOBILE ASSOCIATION

Mr. SMITH. I am appearing in the absence of the president. Mr.
Thomas B. Henry. Our opposition to the Federal gas tax is so well
known that T am not going into it further at the present time than
to file this with the committee. It is a statement originally made by
President Henry, and I would like to make this additional statement
that the gas-tax collections fell off $23,000000 last year over the
previous year, showing the feeling of the people witli regard to it.

Senator GoerI. That was the United States gas tax?
Mr. SMITH. Yes; United States.
Senator GORE. The gasoline tax?
Mr. SMITIL Yes, sir; the gasoline tax. We understand that this

committee proposes to extend the gas tax for another year. We
suggest that it be dropped and left to the States. I understand that
automobile registrations in the United States are dopping off at the
rate of 200,000 per month. We feel that is not due to the depression.

I would like to point out that motorists in this country are paying
in total taxes enough money to run the United States Government for
90 days. The motorists are paying 12 percent of all the taxes levied
in this country. They paid last year one half of all the excise taxes
that were paid in the United States. /They paid more in taxes every
day than the railroad companies took in 'in passenger fares. They
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aid enough money totrun the Army and Navy of the United States
or 2 years. The amount they pay would run the State of New York

for 5 years. The tax amounted to 25 percent of the value of all
motor-vehicle properties in the United States.

We produce some of the details in those statistics we have.
The CHAMMANr. I think those statistics were put in the record by

Mr. Dow.
Mr. SMITH. Yes, sir. That is the reason I wantlto get around some

statistics and put it in that form.
Senator GonR. If you can arrange to live until this Federal gas

tax is lifted, you willput Methuseleh on a nursing bottle.
Mr. SmTH. Don't bother about that. He probably needs a nursing

bottle under present conditions.

STATEMENT OF 1AMES T. CROUCH, REPRESENTING THE
AMERICAN MOTORISTS' ASSOCIATION

Mr. CROUCH. I am here at the direction of Mr. J. Barton Weeks;
who is unable to be present today on account of attending court.

Mr. Weeks has prepared a brief which I will file and the only thing
I wish to call the committee's attention to is this, that Congress has
thus far gone on record as being opposed to the general sales tax
yet if this proposed legislation goes through increasing the Federa[
levy on gasoline it will affect 25,000,000 motorists in this country,
and if it affects 25,000,000 1 think the committee shotfld well consider
if others are not also affected.

When they proposed to increase the tax on gasoline, there was a
40 percent decrease in new automobiles last year as compared to the
year before. The present tax on gasoline includes State taxes and
runs anywhere from 80 percent, the lowest, up to 150 percent at the
present time, and the motorists in this country are up in arms to
call a halt, because once you start to keep on this increasing for a
year, it will be just a matter of time until it is further increased
next year.

The CHAIRMAN. Thank you Mr Crouch.
(Mr. Weeks submitted the following memorandum:)

WASILNOToN, D.C., Sall 31, 1983.

BRIKF IN OPPOSITION TO PROPOSED INCREA\ .E Oe TIE FEDERAL ()ASOLINE TAX,
FILED BY AMERICAN M1OTORISrs' AsSOCI.\TION

To: SKENATH FINANCE (:OMMI'PEE.
Was¢. hinzgtont, D.C'.

SinS: The Aniwl|an Motorists" Assc iati4n Ih, esires, briefly hilt etaph-itlegi ly.
to go on record before your c(4onilittee as opposing the proposed inreease of
Federal gasoline taxes front 1 to 1% cents per gallon.

The Amercon Mitorlsts' Asm.sociation speaks:4 ns w r(.iresetnttve of its
affiliated automobile clubs. It sleaks from the viwpoliIt of the motorist
boxcause it is the motorist whoi mut pay the tax.

Opposition to this tax has been voiced beore your eitnnittte, 01 two dif-
ferent ocettslons ats well Is before the House Ways and Means ("tminitte. The
1-cent Federal gasollie tax. wli!ch hmA been (1ffetive sine July 1. 19:32, as it
is applied to each lndiVnadll mtorist, does not. In the main. represent an
intolerable tax burden. The proposed Increase of three quarter cent per gallon
likewise, tit and of itself, is not afn intoleirable burlen were it the only tax.

COnlgr(sS IS putting too munch dependence upont a shrinking source of revenue
in attempting to Increase the Federd gasoline t0x to 1% cents a gaollo. The
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States in 1932 levied gasoline taxes at the highest rates since the levy first
was imposed by Oregon to finance highways in 1919, yet collected $23,350,219
less than in 1931, when tax rates were lower.

Aside from the unfairness of asking motorists to pay $92,000,000 annually
for 15 years, or $1,880,000,000 in all, when they will receive direct benefits from
only $400,000,000 expended for roads out of the $3,300,000,000 public works
program, there is the matter of tax economics.

Congress boards a sinking ship when it embarks on higher gasoline taxes.
The law of diminishing returns has begun to affect this levy, as State gasoline
tax collections of only $513,047,289 net In 1932 against $586,397,458 in 1931
definitely prove.

Gasoline consumption in 19:.2 declined, on the average, more than 7 percent.
Motor-vehicle.registration fell off more than 6 percent. New car sales slumped
more than 40 percent. If every 1.cent increase in the gasoline tax means a
5 percent decrease in gasoline consumption, then Congress is reaching into
the wrong pocket for revenue.

Your committee early this month recommended that from 1984 on, the taxa-
tion of gasoline be exclusively the function of the States. Imposition of the
higher rate under conditions now proposed would perpetate the Federal levy
for 15 years. And Members of Congress told us that if tils increase becomes
effective, many of them never will live to see the day when this new levy
is eliminated.

Truly, there is no assurance that Federal taxation of, gasoline will halt with
a 1%,1 cent tax. A year ago the original Federal levy was imposed "Just for
the emergency." Emergencies, so far as taxes are involved, are hardy peren-
nials. If this increase becomes effective now, there may be another emergency
at the next session of Congress, perhaps another in 1934, and still another in
later years.

This levy Is a sales tax. If Congress is so solicitous for the welfare of busi-
ness generally that it refuses to impose a general sales tax of as little as 2 per
cent, why should it not be solicitous for the welfare of 25,000,000 motorists
and refuse to burden them with a sales tax which, aaded to State gasoline
taxes, becomes a total sales tax of 80 to 130 percent?

Predicated upon the latest available figures, the tax, had it been effective for
the calendar year 1932, would have cost the individual motorist of the United
States, an average of $6.09 last year. This figure is based upon data supplied
by the United States Bureau of Mines showing that the gasoline consumption
for 1932 approximated 14,717.941.000 gallons. Dividing the total tax-paid
gasoline consumption by the total number of automobile registrations for 1932,
gives you the figure of 609 gallons of consumption for each registered motor
vehicle throughout fhe United States last year.

It is of passing interest to compare this figure with 1931, which shows that
there was a reduction in the per capital gasoline consumption in 1932, as com-
pared with 1931. The per capita consumption In 1931, shows 608 gallons-a
reductions of 59 gallons compared with 1932.

As stated above, the imposition of a 1-cent or a i.t-cent Federal gasoline
tax, in and of itself, would not represent an intolerable burden to any indi-
vidual motorist. A Federal gasoline tax. however, is but one of more than ft
score of forms of taxation which the motorist must pay. The motorists' tax
burden today constitutes approximately 10 percent of jilt the taxes asses.sed by
the Federal, State. and municipal forms of government.

The American Motorists Association's opposition to any Federal gasoline tax,
whether it be 1 or 11 cents per gallon, Is based primarily and directly upon
the belief that a Federal tax on gasoline is wrong in principle. The funda-
mental and primary purprtse of gasoline taxes was. and we respectfully submit
still is, for the construction and maintenance of highways. At the Inception
of the imposition of gasoline taxes it was argued, and we believe rightly so,
that the motorist who was the user of the highway should be tax,! to con.
struet and maintain the highway.

The original purpose for which gasoline taxes were imposed, we respectfully
submit, has been lost sight of by legislators in their zeal to raise neeiled funds
for the Federal. State. and nnicipal general purposes. Imposition of' a
Federmll gasoline tax means that the inoneys collected from this source become
a part of the general financial reservoir from which the Federal Government
carries on its general purposes. The moneys derived from a Federal tax on
gasoline, becoining a part of the common Federal fund and is diverted from
purposes other than highway use.



376 NATIONAL INDUSTRIAL RECOVERY

Propmnents e1' a Federal gasoline tax invariably and immediately rise at this
point and say: "Well, what about the money that the Federal Government
spends In Federal aid for highways?"

Anticipating this query, the motorist's answer to this Is that the Federal
Government is charged with military and postal duties of the Federal Govern-
ment. We respectfully submit that it is the duty of the Federal Government
to maintain post roads. The States, In their original grant of authority to the
Federal Government, specifically gave over to the Federal Government the
right and the duty to maintain post roads. The maintenance of a highway
system for a speedy allocation of troops from one part of the United States to
another Is the primary duty of the Federal Government.

Distribution of the United States malls Is also the sole and primary duty of
the Federal Government. There are today in the United States approximately
44,000 rural-mall routes, the majority of which are built and maintained at
the expense of the motorist. It Is the motorist's contention that the $125,000 000
heretofore recently contributed by the Federal Government Is but a just share
of the Federal Government's expense in maintaining post roads and highways
for the efficient and rapid transportation of United States mails and troops.

In opposing the original Imposition of a Federal gasoline tax, this association,
on February 1, 1932, testifying before the House Ways and Means Committee,
predicted that If a Federal gasoline tax were once imposed it would be but the
entering wedge for a permanent Federal gasoline tax.

Today we find that a fulfillment of that prediction being proposed, through
the Imposition of a permanent %-cent Federal gasoline tax, as one of the
media for the amortization for the Federal Government's public debt The
same fear, that a Federal gasoline tax once imposed, would become a per-
manent part of the Federal Government's tax structure was expressed by this
organization as well as numerous other organizations, allied with the automo-
bile user, before the Senate Finance Committee when that body originally
recommended a temporary 1-cernt Federal gasoline tax.

Your committee, as well as the House Ways and Means Committee. at that
time allayed our fears, reassuring us that a permanent Federal gasoline tax
would never be; that it wits but an emergency measure. Now, today, before
this committee we are faced with the proposal of a permanent -cent Federal
gasoline tax on top of a so-called "temporary" 1-cent Federal gasoline tax.

Lawmakers enchanted by the simplicity of the gasoline tax have come to
look upon the motorist as the goose which lays the golden taxation eggs. The
average gasoline tax for 1932 wits approximately 4.48 cents per gallon. The
average tank-car price of gasoline at mid-continent refineries last year was
3.43 cents per gallon. A tax of 4.48 cents per gallon on a commodity which
costs 3.43 cents per gallon represents a sales tax of approximately 130 percent
of the manufacturer's price of gasoline. This. we respectfully submit, Is an
exorbitant ratio. The ratio of gasoline taxes, as compared with either whole-
sale or retail cost, we respectfully submit, should not be out of all proportion.

In States such as Georgia, Florida, North Carolina, South Carolina, and
Tennessee each has a gasoline tax of from 6 to 7 cents a gallon. The increase of
Federal gasoline taxes to 184 cents would mean that In these States, as an
example, the retail price of gasoline does not bear any equitable ratio when
compared with the basic cost. Any proposal that such a ratio of taxes to be
applied to real estate, corporation or railroad bonds similar to that applied
to gasoline would meet with prompt and decisive disapproval with any law-
making body.

In conclusion we respectfully urge that the imposition of any Federal gaso-
line tax Is wrong in principle, in that it is primarily a prerogative (f the
State and should not be encroached upon by the Federal Government. The
proposal to increase this burden by the imposition of an additional %-cent tax
means an added tax of some $92,000,000 to a class of taxpayers Already taxed
to the limit by Federal. State, county, and municipallti(s. We ..incerely hope
your committee will not further increase our tax burdens.

Respectively submitted.
AMERICAN MOTORIST ASSOCIATION,

By J. BARTON Wftxs, Preeldent.
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STATEMENT OF E. L. MICHAEL, REPRESENTING VIRGINIA
MANUFACTURERS ASSOCIATION

The CHAMMAN. Do you represent the Virginia Bridge & Iron
Co.1

Mr. MITCAEL. I appear in behalf of the Virginia Manufacturers'
Association, which comprises a majority of the membership of the
manufacturers of Virginia as well as the Virginia Bridge & Iron Co.,
that manufacture bridge materials at Roanoke, Va.; Birmingham,
Ala.; and Memphis, Tenn.

The CHAIRMANWN. Would you be as brief as possible, and you may
put your statement in the record.

Mr. MICHAEL. I would like to read part of it.
The CHAIRMAN. All right.
Mr. MICHAEL. We believe that every patriotic citizen should ear-

nestly support our President and Congress in every constructive and
workable plan and effort to rehabilitate industry and business, to
spread and increase employment, to increase existing wages gradu-
ally as purchasing and consuming power will permit, to stabilize
production and prices therewith, and to prevent unfair and destruc-
tive competition which destroys the stabilization of prices and pre-
vents the payment of adequate wages and the earning of a profit
from our income taxes should be available for the support of gov-
ernment.

As a member of the banking and industrial committee of the fifth
Federal Reserve district for the past 7 months. T have contributed
whatever talent T possessed in promoting the use of available credit,
rehabilitation of industry, and the share-the-work movement, and I
am convinced that employer.; generally have earnestly and sympa-
thetically supported these movements to relieve unemployment and
distress so far as humanly possible.

You may, therefore. assume that we are not opposed to the objec-
tives of the proposed lecislation as generally summarized in title I
of the proposed act. We are. however, doubtful of the ultimate
success of the measure, in practical application, under its provisions
as enacted by the House of Representatives. and to some of which
provisions I shall presently refer. 11 of our sober thounaht ant
action should be devoted to a discussion and analysis of the effects
of the practicable and workable application of what many believe a
great adventure in the operation of business and industry, in its
vastness and ramifications. hitherto untried.

During the past 2 years I have written many communications to
our Representatives and Senators seeking relief from the importa-
tion of foreign commodities from countries with low labor costs and
depreciated currencies, in competition with American production,
such as steel, cement, oil, and gasoline, wood pulp. and so forth, and
some measures of relief have been provided in some respects.

In the application of the provisions of this act. naturally, costs of
materials and wares will be increased, and of necessity sales prices
will ,.,crease. When such conditions obtain our domestic markets
will. more than ever before, be vulnerable to an enormously increased
distribution in our domestic markets of foreign goods from countries
having low labor costs and depreciated currencies, unless some means
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are provided to prevent such dumping, and before American business
can safely embark upon a program for increased costs and-prices in
domestic markets, some provision should be, included in the act giv-
ing the President authority to embargo or control the importation
and distribution of products at lower price levels than those prices
which will of necessity obtain for domestic production, manufacture,
and distribution, if the principles of the title of this proposed act
are effectuated.

The administration of this proposed Federal legislation at once
becomes of tremendous importance to management of business, in-
dustry, and commerce. It is believed that business men generally will
enter into a partnership with the President, sincerely and whole-
heartedly, to faithfully and honestly administer any and all policies
and principles which will bring order, progress, and success out of
present chaos. But confidence is the main foundation stone upon
which any substantial progress depends, and while business does not
for one moment doubt the sincerity and integrity of the purposes of
the administration, nevertheless the greatest measure of confidence
would be established immediately if the proposed Federal law pro-
vided more definitely for the character and constitution of the Fed-
eral board or Federal commission or agency which will assume final
responsibility for its administration. It goes without saying that in
administering all of the intricacies of business, industry, and com-
merce in this vast country, the talent of our ablest leaders, with
knowledge and wide experience must be employed who can promptly
and intelligently visualize, interpret, and harmonize all necessary
rules, regulations, conditions, anc actions contemplated.

In'our judgment, it is essential that the act should more definitely
provide for the creation of such representative, executive, adminis-
trative and advisory talent representing business or industry and
labor.

With respect to the license provisions of the proposed act, it is
presumed that these provisions contemplate correction of abuses of
unfair competition and practices of commonly called "sweat shop"
conditions, neither of which have any legitimate place in the coin-
munity and which are condemned by all intelligent and honest man-
agement in industry and commerce. It would seem that the Presi-
dent, throughout the measure, is given ample authority to correct
such intolerable conditions, and the constitutional validity of
section 4 is also questioned. For these reasons, perhaps it would be
wise to omit this provision, as its enactment may involve a conges-
tion of controversy and litigation which may to some extent defeat
or delay the application of other principles of the title which are
more specifically set out. It would seem that the industries, in filing
codes, would certainly provide against such abuses, and when ap-
proved, would subject offenders to penalties which a continuance
would impose.

Section 7 of the proposed act, as passed by the House contains
provisions which I believe would in practical application defeat the
purposes of the title. Employers do not seek or desire any ad-vantages or disadvantages in dealing with their employees in what-
ever manner may be to them mutuallly satisfactory. "But the pro-
visions of this section place unreasonable and impossible prohibi-
tions upon the employer.

378
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ployment conditions may be established by mutual agreements be-
tween employers and employees. But the balance of this clause (1)
as now written virtually says that the employer shall not be per-
mitted to take any action to protect or defend his organization and
business from any ill-advised attempts to break down existing agree-
ments and morale which has proven most successful in operation to
the large majority of American employees and employefs alike.
Employers are not seeking controversies occasioned by such inter-
pretations, and they want to contribute all their thought and effort
and means to the successful operation of this act. But in the inter-
pretation of this section, as above reputed to labor officials, it is
contemplated by them that all employees in industry must organize
into labor unions, whose representatives propose to negotiate and
conclude with representatives of given trade industries, agreements
as to hours, wages, and working conditions for that industry, which
plan, in our judgment, is impossible of successful consummation. If
.such a plan were physically possible or successful, we would certainly
observe more than 7 to 10 percent of employees in gainful occupations
belonging to labor organizations today.

Appointed by the late President Wilson as a member of the Na-
tional War Labor Board. during the great war, I had opportunity
to abserve for 13 months the operation of just such a license as is
provided in this clause (1), and while endeavoring to render a service
to my country at Washington, organizers were sent; and prepared
and submitted on behalf of sonie easily influenced employees, to that
Board, a complaint of alleged grievances against me and my com-
pany. Needless to say. the complaint was dismissed, as the com-
plaints were not substantiated. I furthermore, our plants have never
been closed one day in thle past 35 years on account of labor c gn-
troversy. Employers have no fear of the ultimate effects of tfese
interpretations, but they wish to avoid the loss of time to them.
selves and their employees in controversies or litigation, where they
have now established the machinery whereby the representatives of
employees at frequent intervals meet with the representatives of
management and discuss and settle all questions with respect to
hours, wages, and working conditions.

During the past 3 years of depression no one can successfully
challenge or criticise the sympathetic interest and substantial sacri-
fices that the majority of employers have manifested in the susten.
ance of their employees and their families in industry, whether they
have heretofore operated as closed union shops, or as open shops,
where union and nonunion men have labored together. We hold
no defense or tolerance for those employers who have sought to
exploit their employees in any manner whatsoever. They should
and will receive their just condemnation. Fortunately, they consti-
tute a very small minority of American employers.

But these statements and appeals are made for the purpose of
maintaining those cordial and mutual relations which should and
do obtain today in the majority of American industry where em-
ployers, in addition to payment of highest prevailing wages, have
voluntarily provided pension systems to which employees have not
contributed, where they have established group insurance for the
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Subsection (a) reads as follows:
Every code of fair competition, agreement and license approved, prescribed

or issued under this title shall contain the following conditions: (1) That
employees shall have the right to organize and bargain collectively through
representatives of their own choosing, and shall be free from the interference,
restraint, or coercion of employers of labor, or their agents, in the designation
of such representatives or in self-organizations, or in other concerted activities
for the purpose of collective bargaining or other mutual aid r protection;
(2) that no employee and no one seeking employment shall be required as a
condition of employment to join any company union or to refrain from joining
a labor organization of his own choosing; and (3) that employers shall comply
with the maximum hours of labor, minimum rates of pay, and other working
conditions, approved or prescribed by the President.

Again, I repeat, that confidence is the essential factor for reviving
the wheels of industry-confidence that employment relations exist.
ent at the time this aclt takes effect, mutually and satisfactorily estab-
ished by and between employers and employees, will not be unduly

disturbed except by mutual agreement-confidence that such rela-
tions will not be destroyed by agitation and influence assumedly
required by Federal or State provision and authority. No manage-
ment of industry will willingly be deprived of its right to advise
freely with its employees as to the minimum wage and the maximi.m
hours and all other conditions of work and production. which the
business will afford or permit, especially with a provision where it
may be hailed into a district court because of an alleged violation
of " interference, restraint, or coercion" as such conferences would
undoubtedly be interpreted or charged by some representative of a
labor organization.

It is common knowledge that in the Federal and State Labor
Departments the words "collective bargaining " have been universally
interpreted to mean collective bargaining by and through the organ-
izers or representatives of labor unions, whereas we know collective
bargaining is practiced every day between employees and employers
in thousands of individual establishments.

Sunpose. as provided in section 2. the President should designate
the United States Department of Labor. and with the eonseit of the
State the State labor department, to administer all labor provisions
of the proposed act? Based upon past observations and experience.
there would immediately be established the influence of the Federal
and State Governments toward the compulsion of unionization of
the vast majority of employees in industry, who are not at present
unionized. and it would be difficult in many cases for them to con-
tinue their expressed and demonstrated preferences and actual
existing practices of making mutualIV satisfactory agreements with
employers. Such a condition would instantly cause apprehension
and confusion. instead of the confidence so necessary for improve-
ment of present conditions.

It is true that employees now posses and have always had the
right to organize and bargain collectively, and the inclion of such
provision in the act confers no new privilege, except by inference
and the interpretation as reputed to have been expressed before the
House committee by officials of labor and similarly expressed in a
recent speech in New York. Such interpretation is. of course, con-
trary to the provisions of subsection (b) of this section. where em-
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sole benefit of employees and their families, where they have pro-
vided accident and health relief provisions in addition to those pro-
vided by compensation laws, and all of which provisions have
proved great blessings to millions in this period of distress and
unemployment. As before stted, employers do not seek or desire
any advantage or disadvantage over their employees in carrying
on under this proposed legislation, but they ask fair terms under
which they are expected and required to establish maximum hours
of work and minimum wages and wholeheartedly seek to rehabilitate
industry and spread employment and relieve distress.

If, as above indicated, it is proposed to provide Federal and State
regulation by and through labor organizations, of all employment
conditions, with prohibition of employers' consideration, expression
or action, against what he knows to be impossible or oppressive
conditions, then the purposes sought to be accomplished will be
defeated.

In view of these actual conditions and practices, we ask either the
elimination of this section or its modification, so that employees
and employers are given equal rights in their future conduct. In
clause (3) of this subsection, provision should be made whereby
employees as well as employers shall comply with the conditions
therein contemplated.

As stated at the outset, employers will patriotically and earnestly
support the workable and possibly successful objects of this legis-
lation, and these remarks and appeals are offtred solely in the inter-
est of harmony and progress for your most earnest consideration for
whatever they may be worth.

Finally, I wish to say a word with respect to the tax provisions
as adopted by the House under title II. We are opposed to the
principle of additional taxation on dividends from earnings which
have already been taxed, if and when such dividends are again
available. We are opposed to an increase of 75 percent, or any
increase, in the present Federal gasoline tax. We are opposed to the
proposed increased tax on incomes in the lower brackets. In order
to provide the income to service the bonds contemplated in this title
we recommend your favorable consideration of a sales tax or a turn-
over tax. We believe the latter would be most equitably distributed
and most conveniently and accurately accounted for and collected.
If a sales tax is adopted, then we believe it should not be applied to
food products, low-priced clothing and drugs which would increase
the cost of such necessities.

These expressions are offered constructively for your consideration
as honest convictions of what we believe will prove in actual appli-
cation essential for the progress and success of this proposed legis-
lation and all American activities affected thereby.

Senator GORE. Who made the speech to which you referred as
having been made about a week ago?

Mr. MICHAEL. It was related to have been made by Mr. Green
at the Harvard Club in New York City.

Senator GORE. By Mr. Green ?
Mr. MICHAEL. Yes, sir; by Mr. Green. I have no excerpts from

it. but I was informed by a gentleman who was present of the inter-
176200-383-25
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pretations placed upon these provisions of this act as I have stated
ihem.

Senator Gore. What is the percentage of employees in gainful
occupations belonging to labor unions todayI

Mr. MxCHAEL. I have been told it is from 7 to 10 percent, but I
have never seen any of the statistics in recent years.

Senator Gon. Would u subject both employers and employees
to like license provisions

Mr. MICHAEL. Yes, sir; I would make both of them conduct them-
selves under fair terms to each other. I do not want any restric-
tiobplaced upon employers not placed apnn employees, and none
placedupon employees and not placed upon emiployers.

Senator Goan. You feel you might get together with your em-
ployees and solveyour own problems?

Mr. MICHAEP. Yes, sir. We have for 30 years.
The CH I&MAN. I thank you very much.
The committee will adjourn until 10 o'clock tomorrow morning.
(Thereupon, at 12 o'clock noon the committee adjourned until

Thursday, June 1, 1988, At 10 o'clock a.m.)
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THURSDAY, *TUND I, 1988

THE UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to recess, at 10 a.m., in room 312,

Senate Office Building, Senator Pat Harrison presiding.
Present: Senators Harrison (chairman), George, Connally, Clark,

McAdoo Byrd, Reed, Keyes, and Walcott.
The CHAIRMAN. At the beginning of the hearing this morning, I

have some telegrams and letters, which I have been requested to
insert:

(TL., telegrams and letters are as follows:) MAY 30, 1933.

Senator PAT HARRISON,
Chairman of Senate Finance Committee,

Washington, D.C.:
We understand in testimony before your committee today the Wilcox Oil &

Gas Co. was referred to as an outlaw in the oil industry in Oklahoma. We feel
this is an injustice to this organization. Please place this telegram in the record
of you hearing. THE FOURTH NATIONAL BANK ov TULSA.

MAY 29, 1933.
Senator PAT HARRISON,

Chairman of Senate Finance Committee,
Washington, D.C.:

We deplore the fact that Arthur Seeligeon in his testimony before the Senate
Finance Committee referred to the H. F. Wilcox Oil & Gas Co. as an outlaw in
the oil industry in Oklahoma. We request that this telegram be made a part of
the record of the hearing. ERNST & ERNST.

MAY 29, 1933.

Hon. Senator PAT HARRISON,

Chairman of Senate Finance Committee,
Washington, D.C.:

We understand that Arthur Seeligspn in-his testimony y before your honorable
committee referred to the H. F. Wilcbx Oil & Gas Co. as being one of the outlaws
in the oil industry of Oklahoma. We deny this assertion as this company has
always been and is now willing to cooperate to the fullest extent provided the
laws were fairly and jitstly administered, and no preferences or discrimination
shown. We would appreciate your making this telegram a part of your record.

H. F. WILcox OIL & GAS Co.,
0. A. DYE, Ezecutive Vice President.

INTERNATIONAL BEAUTY & BARBERS SUPPLY DEALERS ASSOCIATION,
Washington, D.C., May 81, 1988.

Hon. PAT HARRISON,
Chairman Finance Committee,

United States Senate, Washington, D.C.
DEAR MR. CHAIRMAN,: The International Beauty & Barbers Supply Dealers

Association, representing approximately 85 percent of the production and dis-
383
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tribution of beauty and barber supplies and equipment in this country, hereby
records its approval of H.R. 5755, the national industrial recovery bill, recently
passed by the House and now the subject of consideration before your honorable
committee, except that it strenuously objects to tile continuation of the 10 percent
discriminatory and confiscatory excise tax on toilet preparations to June 30,
1935, and respectfully urges the repeal of this burdensome tax on the industry
and profession. As a substitute therefor, this association favors a general manu-
facturers' excise tax at a low rate, applicable to industry generally, exempting
only food, clothing, and medicine. Such a tax would be spread over the greatest
number of articles apd would not be felt to any appreciable extent by anybody.
It would be fair and just to all.

Before this 10 percent tax on toilet articles was made effective under tile
Revenue Act of 1932 the condition of this industry was in a chaotic position, and
since the imposition of this burdensome levy it has steadily grown worse.

We believe, however, that under the provisions of the proposed legislation busi-
ness generally will improve, but no industry should be singled out to pay excessive
excise taxes as are now imposed on this and other industries under existing law.
Therefore, we earnestly urge the repeal of the 10 percent excise tax on toilet ar-
ticles and the imposition of a general manufacturers' excise tax at a low rate, with
the exceptions noted.

Respectfully yours, W. L. BUCK, President.

JOSEPH BYRNE, Secretary.
E. C. BROKMEYER, General Counsel.

WASHINGWTON, D.C., June 1, 1.933.
To: The chairman and membersof the Finance Committee of the United States

Senate.
Subject: Senate bill 1712, National Industrial Recovery Act.

For the purpose of building up the defensive forces ill municipalities of the
United States f.r the protection to life and property against the hazards from
fre and lawlessness, it is respectfully suggested that the Senate Committee on
Finance give its earnest attention and consideration to the following amenldmlent:

Under section 202, line 18, after the word "public" add: "including such
projects as the rehabilitation of the fire and police department services for the
protection to life and property ".

Such an addition to the public works section of this act will provide t definite
basis for municipalities to apply for loans for the specific purpose as sot forth.
That it national emergency exists has been stressed by others appearing before
your committee.

Re.spectfully submitted. THE GAMEWELL Co.,
By W. F. FRANKLIN, Iepresentalive.

WASHINGTON, D.C., June 1, 1933.
To the Chairman and Members of the Finance Committee of the United States Senate.

GENTLEZMEN: With reference to the National Industrial Recovery Act now
before your committee for consideration, the writer respectfully submits the
followingI

A national emergency exists In the cities of tils country due to the inability
of the municipal authorities to properly equip and maintain their fire and police
departments on a basis necessary for the proper protection to tile life and property
of their citizens and property owners. These protective forces lhve been deprived

a of the necessary funds with which to carry on their work against the hazards from
fire and lawlessness with the result that in many cities the situation is extremely
dangerous. Such conflagrations front fire as recently occurred in cities of the
State of Maine mnay be repeated at any time in other cities of our country. It is
remarkable that more have not occurred. If cities are provided with the basis
for applying to a Federal Government agency for loans to be used for this specific
purpose, as has been urged, it will relieve this situation and definitely establish
the following desirable conditions:

First. Definitely improve the protection to life and property.

Lm
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Second. Enable municipalities to add to their man power for these purposes

and thus relieve local unemployment.
Third. Relieve unemployment in those industries serving municipalities with

apparatus and service needed for this serious emergency purpose by enabling
the municipalities to enter into contracts and place orders for apparatus and
supplies now badly need,-d.

Fourth. Reduce fire losses.
Fifth. Stimulate the demand for insurance protection.
Sixth..Enable those seeking fire insurance against loss to secure a lower

rate on buildings and contents.
Seventh. Provide the insurance companies with better protection for theta

investments in fire and other casualty forms of insurance.
Eighth. Assist credit organizations in their field by enabling them to secure

better protection for their clients.
Ninth. Provide better control against fire losses by arson.
Tenth. Provide the Federal Government agency having supervision over these

loans with the opportunity to make these projects self-liquidating in whole or
part according to the local conditions as they now exist in the individual munic-
ipalit ies throughotit th is country.

Respectfully submitted. WILLIAm F. FRANKLIN,

Grand Centrat Terminal, New York, X. Y.

M.MOR ANDUM OF MONSANTO C11EMICAL WORKS OF ST. Louis, 'Mo., ON HI.R. 5755

SENATE FINANCE COMMITTEE,
lVashinglon, D. C.

GASOLINE TAX ON INDUSTRIAL tlEjNZOA

GiENTLEMEN: Yesterday the undersigned, through arrangements 11W de Iy
Senator Clark of your committee, had the privilege of making a very brief appear-
ance before your committee, mid was requested by your chairman, Senator
Harrison, to file it meinorandun.

Monsaiito Chemical Works is engaged in the manufacture of cheinictls and
drug. and for such purpo se uses wlha:t is known as "industrial benzol," is (Is-
tinguislied from "motor benzol."

pit the Revenue Act of 1932 fixing at tax of 1 cent per gallon on gasoline, section
617 (c) defines "gasoline" is follows:

Section 617 (c) (2). "The term 'gasoline' means gasoline, benzol, and tiny
other liquid the chief use of which is au4 a fuel for the propulsion of motor vehicles.
motor boats, or aero)laes."

At the time this 1932 act was passed it was our understanding that this tax
was intended to cover motor fuels and that it would not apply to industrial
benzol. This understanding was confirmed by the Treasury Department and
shortly after the law was enacted the Treasury Department rules that the tax
did not apply to "industrial benzol." This ruling of the Treasury Department
remnained in effect until about t month ago, April 28, 1933, when a new ruling was
issued ill which the Treasury I)epartment reversed its earlier ruling. The new
ruling recognized that it was probably the original intent of Congress to tax
motor fuel but held that the wording'of tile 1932 act was such as to cover all
bozol regardless of the quality or purpose for which it is used. The Treas, ry
Department has advised us that in the absence of any' change inl tile language of
section 6u17 of the 1 932 act their recent ruling will continue i1, cff ct, which neans
that mider 7.5. 65 "industrial benzol" would lie taxed for two niore years at
I /j cents per gallon.

Industrial lieuzol is al. iuch different l)roduct from motor benizol. Induiistrial
benzoi is highly refitied, wherenas motor hi!zol is it very crude produtt Their
diffiTreu(es t or ill, istrnted he t diffe.'vtitl in price, the'indulst rial etiezol costingg
abmit. 19 Or 20 cents a galloii aid tl.e iniotr benzol o.ostinig about 10/1 or II cents a
gallon, The use,S of the two products are not inter'changeable, Ibecausc Illmotor
beizol is elltirely ulnfit for tihe numitfacture of inseticids, niedicinals, phlmia-
ceutieals or dye.s, an d it. is ecmioilmically illipossiblt to use iniluistrial betz, as a
inotor fuel Iby reason of its very high price. Te'llh- ,,isiniption of inlustrial
lenzol in this comntA ry is about 8,000,000 to 10,000,000 glilol per year, prt&etieally

ml
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all of which is used by five or six chemical companies. This industrial benzol is
about 10 percent to 15 percent of the amount of motor benzol used, and, of course,
Is an insignificantly small fraction of one percent of gasoline used.

We use industrial benzol to manufacture phenol and paradichlorbenzol.
Phenol is the base for various medicinal and pharmaceutical products such as
phenolphthalein, aspirin, salicylic acid, sodium salicylate, phenacetin (acetphene-
detin) and so forth, and paradichlorbenzol is used extensively as an insecticide.
particularly against peach tree borer, termites and moths. Industrial benzol is
used by other chemical manufacturers In the roduction of aniline dyes and dye
Intermediates.

We believe it was the intent of Congress to tax motor fuels and not the raw
materials for insecticides, pharmaceuticals, medicinal products or dyes, and the
Treasury Department so issued its original ruling on that basis. This tax on
Industrial benzol is not a sales tax so far as the users of industrial benzol are con-
cerned, as it cannot be passed on by them, but is simply a tax on a product that
is used in further manufacture, and would be an additional cost of raw material.
Furthermore, it is the practice to sell such Insecticides and medicinal products
under annual contracts at fixed prices and such contracts usually run for the
calendar year.

This gasoline tax on industrial benzol expires June 30, 1933, but section 208 (g)
of H.R. 5755 would extend it for 2 more years and increase the tax from I cent
to 1% cents per gallon. The apparent oversight of Congress in the wording of
the 1932 act can be corrected and the language clarified by inserting the word
"motor" before the word benzoll" in section 617 (c) of the 1932 act. To the
best of our knowledge no tax on industrial benzol has yet been collected by the
Government and, therefore, such clarification in language will not deprive the
Government of any revenue that it has been receiving.

We respectfully recucst that H.R. 5755 now pending before your committee be
amended so as to limit the gasoline tax on benzol to motor beiizol, which will be
accomplished by the following amendment, the proposed change belng underlined:

Amend 11.11. 5755 as passed by the House by amending subdivision (g) of
section 208 so that said sub(livision when amended shall read as follows:

"(g) Effective as of the day following the date of the enactment of this act.
section 617 (a) of the Revenue Act of 1932 is amended by striking out '1 cent'
and Inserting in lieu thereof 'I I cents', and by amending section 017 (c) of said
act by inserting the word 'motor' before the word benzoll.'

Respectfully submitted. MONSANTO ChEIMICAL WORKS,

W. W. SCHNEIDER, Secretary.

STATEMENT OF JOHN E. DOWSING, REPRESENTING UNITED
STATES' POTTERS ASSOCIATION OF EAST LIVERPOOL, OHIO

Mr. DowsmNG. Mr. Chairman, and members of the Finance Com-
mittee, my name is John E. Dowsing, of 420 Riverside Drive, New
York, tariff counsel for the United States Potters Association of East
Liverpool, Ohio. This association represents one of the large basic
industries of the United States-manufacturers of chinaware and
earthenware.

I wish to address myself to one feature only of this national industry
recovery bill (H.R. 5755, S. 1712) to which very little attention seems
to have been given. This lack of provision in my view will result in
destroying the whole purpose of the bill.

Representing this association only in all matters affecting directly
or indirectly the importations into this country of competitive mer-
chandise is mv reason for confining my remarks to this phase and
the further fact the other features of the bill will be considered either
by brief or personal appearance of manufacturing representatives of
this association.

Un(ler section 1 of this bill, headed Declaration of Policy it is pro-
vided among other things the policy to be "to reduce and relieve
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unemployment, to improve standards of labor, and otherwise reha-
bilitate industry." These things are sought to be accomplished
through the control and restriction of domestic competition and a
general increase in the whole domestic cost and price structure. The
whole cost and price structure of the country is to be raised. But no
provision is made by which this price and cost structure is to be
protected against foreign competition. There is no provision for the
control and restriction of foreign competition in the American market.
We are left at the mercy of the foreign manufacturer. There are, gen-
tlemen, no compensatory duties proposed to offset this increased
domestic cost. The lack of such provision will destroy the very
purpose of the bill.

At the present time this industry is and has been for several years
struggling along with its factories going on even part time and wag-
ing a losing fight against foreign importations of chinaware, par-
ticularly from Japan. Japan is dumping into their market china-
ware literally by the millions of pieces at a landed price below the
cost of production of similar qr comparable goods of domestic make.
We have been forced to close factories, lay off thousands of workers
and other thousands of workmen are only able to average 2 days
a week. This bill as it is will not, cannot help the unemployment
situation of the pottery industry.

Under this bill, unless some provision is made to control and restrict
the foreign importations, I ask you gentlemen, how can the manufac-
turers of pottery in the United States maintain an increased wage
level and higher price level if you permit cheap foreign goods, made
by the low and pauper labor of Europe and Japan--goods, which are
not subject to the burden of higher taxes, higher wages, and shorter
hours of employment-to be dumped upon our markets in competition
with our goods? How long do you imagine our domestic manufac-
turers andthe American workmen can compete with the cheap foreign
labor which is beyond our control?

Unless something is done, gentlemen of the committee, it is inev-
itable that the importations into this country will be vastly increased
and the decreased domestic competition which this bill will bring
about will give to the increased foreign competition what remains of
our market.

Gentlemen, something should be done, must be done to offset the
low foreign costs or the result will be that our prices and wage level
will have to be reduced to thelow standard of Japan if we are to sell
anything here in our home market. Such a contingency is unthink-
able. Yet it narrows down to ju st that.

Gentleihen, give this your serious consideration and permit me to
suggest that as the means of correcting the proposed bill it be amended
by a provision which will prohibit the entry of all foreign goods which
are similar or comparable to goods produced in the United States,
when and if the landed cost of such foreign goods are below the cost
of production of the similar or conipara ble American-made goods.
The Secretary of the Treasury should be authorized to ascertain these
questions of fact, the cost of production and act accordingly. His
decision should 6e final and not reviewable.

I thank you, gentlemen.
The CHAIRMAN. The first witness, this morning will be Mr. IIook.

El-
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STATEMENT OF CHARLES I. HOOK, PRESIDENT, AMERICAN
ROLLING MILL CO.

Mr. HOOK. Mr. Chairman, I do not presume to represent any
group except the corporation of which I happen to be president.
However, from numerous conferences which I have had with large
numbers of executives of the steel industry, and with manufacturers
in other lines of industry, I am quite confident that I represent the
viewpoint which is very general in industry today.

We have some 7,000 men on our pay roll. Therefore I think I
represent a fair number of employees. The weight that you give to
whatever I might say will be determined by your opinion as to whether
or not I am qualified and competent to speak with respect to the
matters which I am going to call to your attention, so in passing I
simply want to say to you that I have gone through the ranks of the
employee class, if you may term it that. In other words, I started
35 years ago as an office boy in the steel industry, and have gone
through the various positions in the operating division first, and then
in general charge of the affairs of the company. As a worker I spent
a year and a half working Sundays and many nights without com-
pensation in order to become profcient in a skilled job, known as a

roll turner ", so that at one time I was in the ranks of the sllled
worker. Therefore, it seems with this background I can proprly
come before you and present the viewpoint which I wish to present.

Realizing that your time is limited, and that you have requested
witnesses to be brief, I will make this just as brief as possible, and
instead of reading this very short statement at the end of what I
have to say, I wili read it now and then explain several of the state-
ments which I have made and retire.

The corporation which I represent and, I think I may add, the
vast majority of all industrial corporations in the United States, are
in hearty sympathy with the objects of the proposed legislation.
Judging from the expressions of the chief executives of steel com-
panies representing not less than 95 percent of the production of the
country, I can confidently state that this industry is anxious and
willing to do everything in its power to cooperate with the President
in his efforts to increase employment through the encouragement of
business volume and the fair distribution of available work.

He would be a poor citizen indeed who did not bring to your
attention provisions or lack of provisions in the act which would
militate against a successful accomplishment of the desired ojec-
tives.

I think we must ill agree that never was there a legislative pro-
posal of such magnitude, so all embdracing, and with the delegation
of such tremendous power and authority as is contemplated in the
bill under consideration. Therefore, it should have the most careful,
calm, and thorough consideration before the wording of the bill is
given final approval.

In our opinion there was never greater need for the most careful
consideration of the form of organization and personnel of the admin-
istrative body. The success or failure of this most commendable
experiment will depend as nuch upon able and fair administration
as upon the sound, coordinated, and cooperative effort of industry
itself.

388
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This statement is meant to imply no lack of confidence or faith in
the fairness or ability of the President, but the character of support
which he receives will determine whether his shoulders will support
the burden which has been placed thereon.

There are two things which I wish particularly to bring to your
attention for your careful consideration:

First. The happy relationship which has existed between employer
and employee in this country during the past 10 years, and particu-
larly during this period of great personal and corporate suffering
should not be endangered by any wording in the bill which would
permit of misinterpretation or imply a privilege on the part of the
employer or on the part of those not employees of a corporation which
it is intended they should not have. am quite sure that it is the
desire of Congress as well as the President to recognize the right of
employees to bargain individually or collectively and to belong to or
not to belong to labor organizations as they choose, and that where
collective relations exist or are established, they should be in any
form which is mutually agreeable to the parties, and in which their
respective representatives are designated without interference by
either party or by those not connected by employment with the
industrial corporation in whose plants the questions of hours of labor,
rates of pay, and other working conditions are under consideration.

I offer for your consideration under section 7:
(a) The following in substitution for the present wording in the

bill:
1. That employers and employees shall have the right to bargain

collectively in any form mutually satisfactory to them, through
representatives of their own choosing.

2. That no employee and no one seeking employment shall be
required as a condition of employment to join or to refrain from
joining a legitimate labor organization.

Second. The prime objective of the act is to increase employment
in the industrial plants of the United States and thereby 'cause a
normal exchange of goods and services amongst the citizens of this
country. In our opinion the much hoped for results to be secured
from the enactment of the legislation will not be accomplished unless
the President is given authority to make such regulations as are
necessary to protect American made goods and American workman
against the influx of foreign-made goods produced under labor condi-
tions and with wage rates and other conditions not comparable with
American standards.

With reference to title 2, it is our opinion that the most equitable
method of taxation is to spread a 1-point manufacturers sales tax
over our industries.

The CHAIRMAN. Thank y ou very mlucl).
Mr. HOOK. May I eXplain one thing in this cross bill which we

have here for consideration on that clause?
The CHAIIMAN. I don't want it to appear that we tire appearing

to rush too much, but we have got to close these hearings today so
that we can go into executive session, and all the witnesses will hiave
to curtail their time.

Mr. HooK. I appreciate that; and if you will permit me to read this
one section, then I can explain what. I said there more fly.

The CHAIRAx. Very Well.
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Mr. Hoox. Section 7 (a), as written into the House bill reads:
Every code of fair competition, agreement and license approved, prescribed,

or issued, under this title shall contain the Following conditions: (1) That em-
ployees shall have the right to organize and bargain collectively through repre-
sentatives of their own choosing, and shall be free from the interference, restraint
or coersion of employers of labor, or their agents, in the designation of such
representatives or in self-organizations or in other concerted activities for the
purposes of collective bargaining or other mutual aid or protection.

And so forth.
Now, I submit to you that while there is a prohibition on the part

of industry frtm interference with the employee's right to choose,
there is no prohibition on those who are not employees from inter-
fering with the free exercise of the employees of that corporation, and
I suggest and leave here with these lead-pencil interlineations this
wording:
It is proposed to use this general wording, starting at line 21-I

want to cut out line 21, on page 7, section 7 (a), line 22. I would
leave lines 16, 17, 18, 19, and 20, as it is, and then say:

And each employer and his employees shall be free from the interference,
restraint, or coersion exercised by either party or by nonemployees as against
either, in the designation of such representatives or in self-organizations, or in
other concerted activities for the purpose of collective bargaining.

And so forth.
And then on the next page, page 8, line 2, it says: "of employment

to join any company union or to refrain ", and so forth, and I would
strike out the two words "company union ", and insert in place thereof
the word "organization ", because there is no reason why the words
"company union ", whatever that maybe, should be retained, and
any other organization left out.

And in section (b), I would clarify that language so that in line 8,
between the words "to" and "employers ", I would insert the word
"each ", so that it would read:

The President shall, so far as practicable, afford every opportunity to each
employer and to his employees, in any trade or industry 'or subdivision thereof.

And so forth.
And on line 14 1 would strike out the words "such trade or industry

or subdivision thereof", and I would insert in lieu thereof the words
"his business ", so that it would then read:

Such other working conditions as may be necessary in his business to effectuate
the policy of this title.

The CHAIRMAN. Thank you very much.

STATEMENT OF GERALD GROSNER, REPRESENTING THE
NATIONAL ASSOCIATION OF RETAIL CLOTHIERS AND FUR-
NISHERS

Alr. GROSNER. [r. Chairman and nenibers of the committee,
on behalf of the retailers of men's wear of the United States, through
the National Association of Retail Clothiers and 1 urnishers, we desire
to request recognition of our rights and problems in the formulation
of the National Industrial Recovery Act.

All about us we see the organization and recognition of groups of
manufacturers, mills, and processors of raw materials with power
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through the President to fix minimum prices, contracts, production;
in fact, everything. We as retailers want the Government to grant
power to manufacturers that will only permit them to fix trade prac-
tices affecting only themselves. Trade practices concerning both
manufacturers and retailers, or retailers alone, should include recog-
nition of retailers through our association. In other words, the
legislation being considered should provide that one branch of an
industry should not be placed at the mercy of any other branch.

It is our opinion that through the use of modern machinery and
mass production manufacturers have solved many of their problems.
It is in the field of distribution that chaos reigns. For instance, our
industry alone lost more than 3 000 distributors within the past year
through retirements caused chiefly by the tremendous hazards of
retailing. And among these retailers forced out of business are some
of the oldest and most reputable of the Nation's merchants.

Distribution, suffering from competitive sales, from the foisting of
inferior merchandise upon the public, from the surplus of distress
merchandise, from false advertising, from fraudulent bankruptcies
and uneven pressure on the part of manufacturers, is urgently in need
of relief that can be achieved if all merchants can be gathered together
and obligated to fair practices.

The opportunities presented to the manufacturer are tremendous
and are constantly being seized upon by the more unscrupulous of
the distributors.

There is also the possil)ility tlnit if the manufacturer lone were
given government assistance in the fixing of prices and the control
ot l)ro)biction, he would be h)lveed tit ain advantage that would be more
harmful to industry as it wh ole than if no control were available.

The National associationn of Retail Clothiers and Furnishers are
making this presentation to point out that if the manufacturing divio
sion alone is given governmental assistance, the other divisions may
be put in it more perilous position than ever, and that any general
governmental cooperation with an industry can achieve the best
results, in our opinion, by cooperation with the industry as a whdle.

I would like to add one more fact that is not in this prepared
statement; that where the manufacturers set their prices, it almost
automaticadly sets the price for the retailer, because the retailer can
only work from his wholesale prices.

STATEMENT OF J. HOWARD PEW, REPRESENTING THE SUN OIL
CO.

*i. l r,. ]Iie troubles of the oil industry flow directly from
causes for which the industry itself is in no wise responsible. i mean,
the excesses of taxes imposed on our products when they go to market.
It is to this phlse I wish to a(ldress myself briefly. It wouli be a
waste of your time 1nd mine to go over the story of crude oil pro-
du(ced in N'iol tion of State relat l1t ions; of how u riler present (.oI, i] , 111s
1l(l pr(,ellt (levelopIlient ni etliodts one 11141 Iltfly, al|(l oftel (lo(eF, t('tvl
Ilie ru(tide from other men's prolrties. Yoi (1o not neel to Iw( told
how g.SolihI(' is 5o(l williolit 1),ayingt hel State or 1,edheral taIxe:,. I
want to s l ohow lIP.C ('ie S rIlt Ih'em l rom(.exessive tixi.×tion it,. work
baclk to t he prodII'ing llase of' t1 indltistrY, making it inip)os, -ile to
P)0Y I'('hlixl'Ilive prices for clule oil.
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There is no legitimate interest in the oil industry that does not
want to see a fair, remunerative price for crude. That is necessary
if the industry is to live. But the refiner and marketer are being
drowned in a flood of over production from which they can't swim
out because of the millstone of taxes fastened to their necks. If it
were not for this millstone, effective control of production would be
possible, with fair prices for crude. Here is the way it works:

Gasoline is retailed in great quantities, avoiding the gasoline taxes-
you know the methods of the bootlegger. Dodging the gasoline taxes
that honest men must pay, he can cut under honest men's prices and
still make a rich profit. Indeed, he can literally give the gasoline
away, and, pocketing the taxes that were intended for public treasuries
still make a profit for himself. With this advantage in making prices,
his business grows, and the honest oil man, cutting his price to the
last decimal of a cent to meet this crooked competition, faces ruin.
So long as he pays his taxes, he hasn't a chance. He must buy his
crude as cheaply as le possibly can; he can't pay better prices, because
he is not taking in enough at the distributing end. His market is
wrecked, his resources drained off, by the impossible effort to compete
with the tax evader. The taxes which legitimate business must pay
have become the capital prize in the racketeer's game.
Senator CLARK. What proportion of the gasoline consumption in

the United States do you contend is bootleg gasoline?
Mr. PEw. Ten per cent. That is an estimate.
Senator CLARK. I understand it necessarily must be an estimate,

but I wondered what your theory of what was.
Mr. PEw. We figure 10 percent.
Let me show now how big is that prize; what an irresistible incentive

to dishonesty. State gasoline taxes range from 2 to 7 cents, and
average for the whole country 3.6 cents. The Federal tax adds 1 cent;
total 4.6 cents; while gasoline is now being sold from 2 to 4 cents, at
refinery, depending on location and other conditions. That is, the
average gasoline tax far exceeds the manufacturer's cost; it is a
Simon-pure sales tax of fully 100 percent in the States where the tax
is highest. The temptation is irresistible to divert the tax from. the
Public Treasury to the criminal's pocket. All taxation history
proves there is always a point beyond which taxes will be eyaded,
and in this industry that point has long since been passed. The
industry's earnings are hi-jacked by extortionate taxes, while its
pockets are picked by bootleggers. -I say in all earnestness, that if
we had reasonable gasoline taxes the refiner could and would pay
fair pr 'es for his (rude and still earn a living profit.

The tax burden is )ringing the second industry in the land to the
verge of ruin. Now, the service of any industry finds reflection in the
price of its products. The autmot ie inarmiufacturers, through mass
pro(dtlition a nd p)rogressive methods, have 1Irought (town the average
wholesale viilt, op e cars from $1,168 in 19 0( to $566 in 1931.
By similar (,fliie i (v, the makers of gasoline have brought it down
from 16.8 cents in 1913 to 7.98 cents in 1932....I qiotc, New York
City tank-wagon I)ri'ves, ex-t ax. The i)rih today is the lowest in
this entill'y. y('t desl)ite tll (1,ort thlls to serve the public, govern-
nment ])Is heiiped oi more and iire ttx(es until they are now striking
the very life blood out of the indutstry. k\Il 11nw you have I)(foV(' you
a proposal to a(1 still more to thel.
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The law of diminishing returns is inevitably invoked by such tax
excesses; and it is in fact now at work. Registrations of motor ve-
hicles last year fell off sharply; and the fall was greatest in States where
gasoline taxes are highest. Likewise, gasoline sales suffered a heavy
reduction; and here again the loss was least in the lowest-tax States,
steadily increased as the tax rate mounted, and was greatest in States
imposing the heaviest gasoline taxes.

The country's production of new motor cars fell 41 percent from
1931 to 1932. What that meant to the motor industry you know all
too well. The bank crisis started in Michigan, the great motor State.
It spread in a fortnight to the whole Nation. Thus does disaster in a
single industry find reflection in all. Dare we risk another cataclysm,
following a possible collapse of the oil industry under this load of ex-
cessive taxes? Remember, Senators, the motor and oil industries are
full brothers in blood. Their phenomenal development was largely
responsible for the splendid prosperity of the last decade. But all
along they have been excessively taxed, and you have seen what hap-
pened in an industrial area dominated by one of them. You must
realize that there is gravest peril of a like experience in the oil areas.
Will you, in the light of so plain an exposition, write a tax law that will
fairly invite ruin to the oil industry?

It has been charged here that the so-called major oil companies are
responsible for present depressed conditions in production. This I
emphatically deny. It would be quite as sensible to charge that these
companies are deliberately bent on committing suicide. Only a few
months ago my own company took the lead in announcing an increased
price for crude oil, hoping that with better prices for legally produced
crude, there would be less unlawful production, in violation of quotas.
The results did not justify our hopes; they simply gave us another
demonstration that so long as excessive taxes offer so great a prize,
the racketeer and tax dodger will continue operating. The one
effective remedy lies in bringing this tax burden within reason and
justice.

You have heard the familiar argument that the gasoline tax is
simply passed on to the consumer, and so doesn't hurt the industry.
That reminds me that in our Pennsylvania Legislature last winter a
bill was introduced to reIuire 3-foot sidewalks along all State high-
ways. At the same timie, Iils were intioduce~d, as always, to increase
gasoline taxes. One (lay a shoe manufacturer, a friend of mine, said
to me: "The gasoline tax ought to be raised. More money for roads,
will make more motoring, more demand for gasoline, more employ-
ment; it would be a good thing for business, and it wouldn't hurt you
oil people, for, of course, you would pass it on to the consumer."

"Certainly," I replied, "and this 9' -foot sidewalk bill oilers a big
chance for you shoe manufacturers. More sidewalks, more walking,
more shoes worn out, more business for you making them. Just put a
manufacturer's tax of 100 percent on shoes to pay for the sidewalks;
it would raise about $750,000,000 a year, and, 4f course, you shoe
manufacturers would pass it on to the consumers, just as you say we
do the gasoline tax, so it wouldn't hurt you; in fa(,t, the increase iu
walkdng woul put the whole shoe industry right back on its feet."

( 1uriously enough, my shoe nianufactuing friend couldn't see it;
while he was sure such taxes are. passed on, he wanted somebody
else's industry y to do the passing.
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That's what they all want; to let somebody else assume the burden
and try to pass it on. If you are to go on putting confiscatory taxes
on a few, while .letting others escape entirely there can be no other
outcome but the destruction one by one, of all our great industries.
There is no reason why this huge bill should be imposed on the oil
and automotive interests while others escape. Every State, every
industry, benefits from the prosperity of the automotive and petroleum
interests. They call for material from every State. They reach
everywhere, and everywhere their touch means activity, invigoration
of life to industry and business. If taxes were distributed in fair
proportion to all those who thus benefit, gasoline would not have to
bear more than 25 percent of present taxes, the rest being raised
from these other industries which share the profits of autmotive
activities. A sales tax would effect exactly this kind of an equitable
distribution.

But instead, it was determined, when Congress last year wt.. seek-
ing to balance the Budget, to impose a Federal gasoline tax. A sales
tax so moderate as to be painless, would have balanced your Budget;
but instead a scheme of special excises, the greater part of them
against the automotive and oil groups, was adopted. The Treasury
estimated that these would produce $450,000,000, of which $266,000,-
000 or 59 percent, would come from the automotive and etroleum
interests. As a result, the Budget was not balanced; anT within a
few weeks the bank crash had started in the State which was the
headquarters of motor manufacturing, and the oil industry found
itself being crowded daily nearrer and nearer bankruptcy.

I think it must be plain to you, Sentors, that you must find a wider
base for your taxation structure. You cannot go on much longer
heaping heavier and heavier burdens on the few. The customs have
failed as a revenue reliance; you have been told what the real-estate
collapse has done to the budgets of cities and States; you have lately
detected some cracks in the income-tax edifice-cracks about the size
of the Grand Canyon. You face demands from States, counties,
cities, industries, railroads, banks, insurance--from every quarter for
Federal relief. Is it not plain, Senators, that you must turn to the
one most fair, equitable, painless, and democratic revenue resources of
them all, the sales tax? Surely, if you can find justification for a
100 percent sales tax against our industry, you will have no great
difficulty defending a 1 percent manufacturer's tax of general applica-
tion. It is the ideal method of producing a measure of price inflation
that would be fair, equitable, and healthy; and properly regulated, it
cannot be pyramided. Everybody is pleading for a general and
reasonably uniform advance in prices as the most effective stimulus
to business and industry. The general manufacturer's sales tax meets
this iv -,-irement. It is the one sound, reliable, assured basis for your
revenue structure.

STATEMENT OF HON. R. P. LAMONT, REPRESENTING THE AMER.
ICAN IRON & STEEL INSTITUTE

Mr. LAMONT. I am appearing for the American Iron & Steel
Institute, representing about 95 percent of the steel industry of the
country.

Because of a lack of clearness and definiteness in the so-called
labor clauses of the National Industrial Recovery Act, and doubt as
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to the meaning and intent of some of the changes made in the bill
since it was introduced in the House, and in view of the recently
widely published interpretation of a statement concerning these
sections, and fearing that silence now might be later misinterpreted,
the iron and steel industry has thought it necessary to clearly state
its position with reference to these sections.

It makes this statement without any antagonistic feeling of prej-
udice.

The industry stands positively for the open shop; it is unalterably
opposed to the closed shop. For many years it has been and now is
prepared to deal directly with its employees collectively on all mat-
ters relating to their employment. It is opposed to conducting
negotiations regarding such matters otherwise than with its 'nwn
employees; it is unwilling to conduct them with outside organiz'%0ions
of labor or with individuals not its employees. The industry accord-
ingly most strongly objects to the inclusion in the pending bill of
any provisions which will bein conflict with this positiodof the indus-
try, or of any language which implies that such is the intent of the
legislation. If this position is not protected in the bill, the industry
is positive in the belief that the intent and purpose of the bill cannot
be accomplished.

Senator REED. Do you think that the provision in the bill requir-
ing consultation with representatives of the employees does in fact
abolish the open shop?

Mr LAMONT. I don't quite get that.
Senator REED. I get your point all right, that you do not want

any thing done in this bill that will do away with your open-shop
policy. Do you think the bill as it stands does that?

Mr. LAMONT. There is some question about it. It is uncertain.
It is not quite clear just what the recent amendments do contemplate.

The CHAIRMAN. You are talldng about the House amendments?
Mr. LAMONT. The House amendments.
Senator REED. It gives the employees a right to be consulted

through representatives of his own choosing. Isn't that perfectly
consistent with your open-shop policy?

Mr. LAMONT. Yes. That statement by itself is; yes.
May 1 just read the section to which I refer?,
The announcement also disclosed that tb Federation will use the industry

recovery bill as occasiolij for an organizing campaign. Mr. Green will outline
a plan to the meeting for a (quick and! intensive drive throughout the country,
so that workers might I)0 better prepared, as it was expressed, to demand con-
sideration in the in(ltst rial agreements contemplated.

The attitudes taken today by the two organizations were in marked contrast
to the statements made by "Mr. Green and Henry 1. larriman, president of the
Chamber of Commerce of the United States, when they joined hands before the
Ways and Means Conmittce 10 (lays ago in support of the legislation..

The fear is that that would be more disturbing to industry than
helpful.

STATEMENT OF CHESTER H. GRAY, REPRESENTING THE AMERI.
CAN FARM BUREAU FEDERATION

Mr. GRAY. 'Mr. ( 1 a11i1111 and gentlemen of the committee, my
name is Chester H. (;ray, Washington representative of the American
Farm Bureat Federation. The r'eferences that I shall make and the

El
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few amendments that I want to offer in behalf of the American Farm
Bureau Federation are all in connection with S. 1712, not in relation
to the House bill.

On page 3, line 20, following the word "title", inasmuch as prac.
tically every other regulation which is put into effect is after public

,' hearing, I am suggesting that we include these words:
And provided that such code does not control later steps in the economic

process without public hearing.

The only idea of that proposed amendment is, Mr. Chairman and
gentlemen that whenever the code goes into effect a public hearing
may be held as is provided in various other places in the bill.That is on page 3, line 20, after the word "title."

Over on page 9,in section 8, an effort is made there in the entire
section to make it clear that the operations of the Agricultural Adjust-
ment Act now newly in operation at the Department of Agriculture,
shall not be imposed upon by the operations of this Industrial Re-
covery Act; that there are discussions among Members of the Congress
whether or not there may be a dual authority and a dual administra-
tion of the Industrial Recovery Act and the Farm Adjustment Act
if title 8 should not be made more specific. In other words, the
canner who handles a farm commodity, or the packer, may not know
whether he is going to be under the Industrial Recovery Act or the
Farm Adjustment Act.

Senator CLARK. In other words, you don't want one dictator to
dictate to another dictator?

Mr. GRAY. Senator Clark, we want to know which boss prevails;
and I am suggesting, Mr. Chairman, that section 8, on page 9, be
enlarged by including these words:

During 4,he period in which said act is in force the Secretary of Agriculture
is authori.d to carry out the purposes of this title with respect to such indus-
tries as cowie under his jurisdiction In the administration of said act and codes
of trade practices, and their trade agreements entered into under such act shall
be deemed to be in compliance with this title.

Senator GEORGE. That would mean that the processor of basic
commodities would go to the Secretary of Agriculture?

Mr. GRAY. And that is what we desire to have done.
Senator GEORGE. And I rather think there is a good deal in that.

They ought to be coordinated if the farm bill is to effectuate the
purpose it is intended for. If it is to do so, there must be coordina-
tion between those who process the basic commodity and the pro-
ducers.

Mr. GRAY. Indeed, I think you are right; and, Senator George,
whether any processor that handles a farm commodity, in our judg-
ment, should seek his authority and, using the words of Senator
Clark, his dictatorship from the Department of Agriculture and not
from the Industrial Recovery Act, or else we are going to be in
confusion.

Senator CLAK. It may be necessary to create a coordinator of
dictators, or a superdictatorship, before we get through here.

Mr. GRAY. We have the two acts, Senator Clark, one the law of
the land and thLe other evidently soon is to be, and if there is any
confusion in that it ought to be cleared up.

Senator CLARK. I think that is entirely correct, so far as I am
concerned.
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Mr. GRAY. Passing farther along, the title to section 202, on page
12, in line 15, after the words "harbor improvements", we are sug-
gesting that this phrase be included, "including elevators for storage
and transfer of grain between rail and water lines", the reason being,
without giving any arg :ment, but merely as an explanation-

Senator CLARK. Where do you want to put that?
Mr. GRAY. On page 12, Senator Clark, line 15, after the words

"harbor improvements", in S. 1712. The reason for that is that the
words "harbor improvements", under the usual practice on Capitol
Hill, cannot by the President be interpreted to mean what this new
language means, and under the terms of the Reconstruction Finance
Corporation Act, all of these r ents and loans must be given
on blul and adequate se .A, elevator built from a
rail line to water line . - . er bushel for the
handling of grain, ,4 '' n fund to make
this sort of a loan e $0 It looks to us
logical that tha1 'Moo her I re would be
no doubt that. dent of united S s adminis-
trator of this -Aecove v co 4thority tobuilt thatkin i ... h e

Continwn b the Re-
construction;;- e' ia nd adeo
quate secur desire section Ilanguage• in the
at almost aqy,, ed i he MoeM a o di 9 M"rhere-

To make loans tO finance the_ e ct04. for,"A *i) buildings,
warehouses, ha#4 "uipment, WapaftS o t.ndons and/or
for farm coopenivev .l n0' 1 paragrapt
may be made tbnmg 1o W mq -a b or other 4 fr such pur-
poses the RecoM*fl Corpt is author 4td for or to
purchase such see ,"s

These improve'm't, whetlwr for labrt unions otsn cooperatives,
on the same bassm *'1ng :fltort!t' i:a c .ui dor terms of the
Reconstruction Finan j-v: 0,ep lb k cbul& be termed, in our
judgment, to be fully and eqej .vrd,

Senator CLARK. What do you me"n' whn you say "erect build-
ings"? What sort of buildings would they want to erect?

Mir. GRAY. In the case of farm cooperatives?
Sector CLARK. You mean for housing purposes? Residences?
Mr. GnAy. Yes, it could be, in the case of labor unions. It says

here, quoting a part of this amendment:
For the construction of housing projects, buildings, warehouses, halls, equip-

ment, and apparatus,
all of which could be made fully and adequately secured under the
terms of the Reconstruction Finance Corporation law.

Mr. Chairman, I (1o not desire to give much explanation about
these matters, because time is limited.

The CHA1It0xAx. You may make any elaboration of this in the
record.

Mr. GRAY. I just want to set out briefly the main points that are
in our minds.

On page 13, in line 10, following the word " units, " we wisl to add
these words:

And provided furtl/cr, hat in deteriuiiiing the tce( it 'y (f security (dered
by tim 1 wrrower a plyviug sttl section (c), sceti n 201 of thfle l'ttergecy Relief
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and Construction Act of 1932, as amended, the President may in his discretion
accept as sole and entire security for it an acceptance secured by a fixed per
centum of revenue receipts to be regularly deposited and impounded in a desig.
nated depository to the credit and order of the President or someone designated
by him. 6.

The reason for that is this: I have appeared before 5 or 4
committees in the last session of Congress on that same amendment
to other bills, all of which have died. Owing to the introduction of
this Industrial Recovery Act, I am trying, for the Farm Bureau, to
get into this law a provision which would have made it possible, if
it had been in last year, to have sold wheat to China, and take the
obligations of the Chinese Republic, which under the terms of the
Industrial Recovery Act of 1932, which is the so-called Reconstruc-
tion Finance Corporation law, denied it to be taken, because the
lawyers in the Reconstruction Finance Corporation said that the
Chinese Government obligations were not full and adequate security.
I am trying to present au a d I might say, parenthetic-
ally, that this is su p eratives, so that
any foreign govern us farm crops-
wheat, cotton, or and stipulating
that a portion o be impounded
in a certain b credit of. ze the loan,
can do so. h ti have not
been moved nance law
because the declaredto be not f

Senator r . Gray,

authorizing tax for-the purposl cige is.
Mr. GRA ishis situa-

tion.
Senator o n.Mr. GRAY. coming 204, the

highway s d like to include 5, line 15,
after the word a

To be administer ,y Act of 1921, as
amended. h

The reason for tha expends this money,
and there is no designation e under the terms
of the Federal Highway Act of 1921, and inasmuch as the State
laws have all been building under that act and contacted with the
Bureau of Public Roads, it would be very difficult to get this thing
into administration unless indeed a complete new personnel should
be built up to administer this highway fund.

Senator GEORGE. That is in the House bill.
Mr. GRAY. Yes. Something of that nature, Senator George, is

incorporated by amendment in the House bill.
I want to talk particularly about the taxation question just a

moment, if I may. We have a position in the Farm Bureau that
wants the tax base broadened, and we can approach the tax question
too, not by imposing a sales tax, or something of that nature, which lies
most heavily upon those who are unable to pay, l4ut by profiting from
the information which the Nation has in the last 2 weeks' period of
how evasions of taxes can be made possible. We can close the gaps in

.5
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our present tax law relative to exemption and deductions, so that
by that one method alone we can get enough money to create a
sinkinF fund for the retirement of the $3,300,000,000 of bonds we
are going to float in this recovery act.

May I state that there are three forms of deduction which should
be stopped, if not wholly, in large part: First, we should prevent the
carry-over of capital loss of I year to offset the net income of the
following year. That has been attended to by the House language;
second, we should apply the regular rates, whatever they are, to
dividends; third, we should eliminate the possibility of consolidated
returns, or if not doing that, we should put a slightly higher rate on
those corporations which make consolidated returns. By these three
methods, Mr. Chairman, you will practically get enough money to
create this sinking fund.

Senator REED. We have already done the last one.
Mr. GRAY. Yes.
Senator REED. The tax on the consolidated return is higher than

the normal tax.
Mr. GRAY. But perhaps not high enough. It is 2 percent higher.
In addition to that, in regard to exemptions, and in keeping with

our policy of broadening the base of taxation, I am recommending for
the Farm Bureau, in complete accord with our policy, that on married
men the exemption be reduced from $2,500 to $2,000, and also that
on all net taxable income below $10 000, whatever tax rate is now
applicable, be increased 1 percent, and that on all personal income tax
above $10,000, that it be increased 2 percent. We are recommending
also that for the corporation net income beyond the present rate there
be an additional 4 percent. Senator Connally the other day before
this committee made the suggestion that all the present rates be
increased 10 percent. This suggestion I am making is not far different
from the suggestions of Senator Connally, except in degree. In
purpose they are about the same that Senator Connally recommended.

May I conclude by saying that if these exemptions and deductions
and the increase in the personal and corporation rates which we are
advocating do not get enough income, and if the deductions which
I outlined a while ago do not get enough income, there still are other
methods to be explored rather than to go into a general sales tax
of any character whatsoever. We are against the sales tax, and we
do not like to see the gas tax increased. We are not against its con-
tinuation on the 1-cent per gallon basis, under the exigencies of the
situation, but we do not like to see it further increased.

Any further comments I desire to make, on account of your desire
to close the record, I shall put into the record later.

FURTHER STATEMENT OF CHESTER H. GRAY

Mr. GRAY. Some are afraid that the present tax rates, both for
individuals and corporations, are too high. I am submitting for the
record a compilation which shows the average rates for single indi-
viduals, which in the right hand column demonstrates that until t1e
incomes reach beyond $100,000 annually the rates are much more
modest than is generally thought to be the case.
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(The tabulation referred to is as follows:)

Average tax rate on total net taxable income of single individuals

Present tax Average tax
rate on total

Tax payable net taxable
on net tax. income (total

Met taxable Income (before deducting allow. Normal tax Surtax (on able income taxes a, ai
anoes for dependents) (on net tax- net taxable of single percent of

able Income with no person (less not taxable
abe n deductions permissible Income less

deductions) for deductions) deductionsdependents) for de-
pendents)

Percent Total tax Percent
0 to $ ,,00....... ............... ........... 0 0 $40 0L1,000 to $2,000 ................................. 4 0 $4O 4

2,000 to $,OO ................................. 4 0 80 4
'000 to $4000 ................................. 4 0 120 4

4,000 to $,000 ................................. 4 0 160 4
7,000 to "6,000 ................................. 8 0 240 4.8

,000 to $7,000.............. 8 1 300 6
7,OO0to 8,000.............. ........... 8 1 440 8.3

,000 to ,000 ............................... 8 1 S20 6.5
1,O to $0,000............................... 8 1 800 8.7
10,000 to $12,000 ............................... 8 2 800 7.3
12, to $14,000 .............................. 8 3 1,020 7.9
1 0to 16000.............................. 8 4 1,260 8.

00 t 000 ............................... 8 8 ,20 11.9
18, 000 ............................... 8 6 2,800 0.5,000to$22,000 ................................ 8 8 2,120 10.11,to$24,000 ............................... 8 9 ,4,0 10.7,000 .............................. 8 10 2,820 11.3

800 o$0i0 .................. 8 12 3,000 12. 4
0,Oto p2000............................... 8 13 4,020 13.0
02,000 tO $000............................... 8 15 4,940 14.1

............................... 8 16 5,420 14.6
,000 to $40,000 .............................. 8 17 6,920 15.2
0,00to ,000............................... 8 18 6,440 15.7
,000to .000 ............................... 8 19 6,980 16.2
1,000 t .000 ............................... 8 20 7,540 16.8P to o48,000 ......................................... 21 8,1220 17.3

0,000 o ... 20............................... 22 8,720 17.8
50O o$21000.................8 23 9,340 18.3S52,000 to 4000............................... 8 24 9,980 18.8

154,000 to $6,000............................... 8 25 10,640 19.3
5to00t O 8,000 ............................... 8 2C 11,320 19.9

$8,000 to $60,000............................... 8 27 12, 020 20.4
$0,000 to $62,000 ............................... 8 28 12,740 20.9
082,000 to $4,000 ................................ 8 29 13,480 21.4

$64,000 to $ D,000 ............................... 8 30 14, 240 21.9
$80,000 to $68,000 ................................ 8 31 15,020 22.4

,000 to $70,000 ............................... 8 32 15,820 22.9
70,000 to $72,000 ............................... 8 33 16,640 23.4
72,000 to $74,000 ............................... 8 34 17,480 23, ,1
74,000 to $78,000............................... 8 35 $18,340 24.4
76,000 to $78,000 ............................... 8 36 19,220 26
78,000 to $80,000 ............................... 8 37 20,120 25.5
40,000 to $82,000 ............................... 8 38 21,040 26.4
32,000 to $84,000 ............................... 8 39 21,980 20.4
34,000 to $88,000 ............................... 8 40 22,940 26.9
36,000 t O$88,000 ............................... 8 41 23,920 27.5
48,000 to $90,000 ............................... 8 42 24,920 28.0
.1.0,000 to $2,000 ............................... 8 43 25,940 28.5
)2,000 to $4,000 ............................... 8 44 26,980 29.0
J4,000 to $96,000................................ 8 45 28,040 29.6
^8,000 to $98,000 .............................. 8 46 29,120 30.0
34,000 to $100,000 ....... ...................... 8 47 30,220 30.5
100,000 to $1O0,000 .................. 8 48 58,220 39.1
$ W0,000 to $200,000 ............................. 8 49 86,720 43.6
.,O00 to $300,000 .............................. 8 60 136,720 45.7

$00,000 to $400,000 .............................. 8 51 203,720 61.0
100,009 to $760,000 ............................. 8 62 263,720 52.8100,000 to $70,000 ............................. 8 53 416,220 55.6
7. 0,000 to$ t,00,00 ........................ 8 54 671,220 57.2
1.000,030 up................................. 8 55 ............................

Mr. GRAY. Referring again to deductions, may I state that one
thing which no longer should be permitted is the large salaries which
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corporations pay, it is thought by many, on purpose to absorb profits
in salaries and thereby secure deductible amounts. The Reconstruc-
tion Finance Corporation has followed the rule recently that salaries
must be limited in the corporations that get its loans. It is no doubt
timely to put the same sort of salary limitation for deductible pur-
poses in the Federal tax law.

There is offered for the record at this point a table which shows
increases in salaries between the years 1929 and 1932. This goes to
prove the point that large salaries should not be deductible amounts
and that limits should be imposed in this regard.

(The table referred to is as follows:)

Salaries of executives of life-insurance companies from 1929 to 1982

[Inserted In Congressional Record of May 24, 1933, by Congressman MoFarlane, p. 4199

19 1932

EQUITABI LIE ASURANCE SOCIETY

T. I. Parkinson, president ........... .... %............................ $5000 $100,000
L. M. Fisher, vice president ....................................................... 34,378 40,000
W. J. Graham, vice president ....................................................... 34,375 40,000
R. D. Murphy, vice president ...................................................... 20,000 30,00
D. A. Walker, vite president ........................................................ 17,187 20,000

MTPPOWOUTAN JHE INSURANCE CO.

F. H. Ecker, president .............................................................. 175,000 200,000
L. A. Lincoln, vice president ........................................................ 60,875 125,000
A. C. Campbell, vice president ................................................. 30,000 40,000
H. E. North vice president. ...................................... 30,000 3,000
F. W. Ecker, qesurer ........................................... 27, 0 3,

THE MUTUAL ITE INSURANCE CO.

D. F. Houston, president ........................................................... 100,000 125,000
F. L. Allen, vice president .......................................................... 40000 40,000
0. K. Sargent, vice president ....................................................... 40, 000 40,000
W. Shields, vice president ............................................................ 31,280 40,000
P. M. Forshay, vice president ....................................................... 30 000 30, 000

NEW YORK WIJE INSURANCE CO.

T. A. Buckner, president ............................................................ 100,000 125,000
W. Buckner, vice president ......................................................... 5380 58,400
A. L. Aiken, vice president .................................................. 45.,0 45,000
J. C. McCall, vice president ................................................. S. 200 55,000
L. H. McCall, secretary ........................................ 18892 1, 000
T. A. Butkner, Jr., assistant secrary6............. 8,.04 10, 000
H. Palagano, treasurer .............................................................. 45,400 45, 000

THlE PRUDENTIAl. INSURANCE CO. Of AMERICA

E 11. Duffleld, president .................................................... 125,000 125,000
F. D 'Oiler, vice president ................................................... 7500 75,000
0. W. Munsick, vice president ..................................................... 48, O 0,000
J. W. Stedman, vice president ............ ........... 43,000 43,000
J. K. Gore, vice president ........................................................... 43,0W0 43, 000

Mr. GRAY. Another source of revenue which may be used is that of
taxing the incomes from tax-free securities. At the present time fully
$20,000,000,000 are invested in these securities in the United States.
They could be taxed by any one of three methods:
,.. The tax could be retroactive as well as for the future on all old

and new issues;
2. The tax could be only for the future on old and new issues; or
3. The tax could be for the future only on new issues.
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Even if the last procedure should be followed it would be an enter-
ing wedge gradually to split away this tax-free proposition from our
Federal tax structure. Some say it would be ridiculous to tax the
income from these securities retroactively. Maybe so. But the
Congress is now enacting a retroactive annulment of the so-called"gold clause" in contracts, both private and governmental. That is a
good precedent for doing a similar thing in regard to tax-free securities.

Some say also that there is no basis in the Constitution for taxing
the income from these securities. Note, however, the sixteenth
amendment, which made it possible to have an income tax:

The Congress shall have power to lay and collect taxes on Incomes, from what-
ever source derived, without apportionment among the several States, and with-
out regard to any census or enumeration.

It will be noted that income taxes can be secured "from whatever
source derived." This undoubtedly supersedes and annuls any pro-
vision of law to the contrary. We do not need another constitutional
amendment to tax the income from tax-free securities. The sixteenth
amendment settles that question. From this source alone we could
get no doubt a hundred million dollars annually.

All of these plans, namely, the limitation of exemptions and deduc-
tions, the increase of the individual and the corporation income tax,
the limitation of salaries as permissible deductions, and the taxing
of the income from tax-free securities, make it absolutely unnecessary
either to increase the Federal tax on gasoline or to resort to a general
sales tax.

Turning now to other features of the pending bill, S. 1712, on
the tax question, it is well to recommend that on page 16, lines 16
and 17 be deleted. It seems not fair that the secondary roads be
required to be maintained by the State or responsible political sub-
division when the primary roads are not subjected to a similar require-
ment. This provision, if left in the law, might seriously restrain
States and counties from asking that secondary roads be constructed.
It should be eliminated.

In subparagraph (b) on paragraph 2, section 203, beginning on
page 16 and extending to pa e 17, change should be made so that the
reapportionment of Federal lunds for highway building be left exactly
as they are at the present time, namely one third to total population
one third to rural free delivery mileage, and one third to total land
area. This can be accomplished by striking the words "three
fourths" in line 25 of page 16, and by striking "and one fourth"
in the ratio which the population Qf each State bears to the total
population of the United States, according to the latest decennial
census, in lines 3, 4, and 5 on page 17.

There is little reason why we should undertake a reapportionment
of Federal highway funds in an emergency law. It numght become
a precedent for permanent legislation that must follow for every
Congress.

This reapportionment, if left in the law, will result Li a severe
shifting of Federal highway funds as is indicated on the attached
table.

(The table referred to is as follows:)

402



NATIONAL INDUSTRIAL uCOVEY 403

Amounts of road funds gained or lost by various States as a result of the change
in allocation of funds proposed in H.R. 5755

IPrepared by Congressman Fuller, Cong. Rea. May 28, 1933, p. 44241

Amount Amount

state Total gained lost

Arkansas .......................................... . ,765,000. . . ,000
Alabama .......................................... 18, 5,f 5 ,000 $2.. 0........ $

Arizona ......................................... 57,000............. 1, 10 000
Calltornia.................................................... 16276,0 738,000. .
Colorado ........................................ 0491,000............. 8, 1,00 0
Connecticut ................................................... 3,257, 940,00 0......."
Delaware .................................................... 1,694,000 ............. 0. M000
Florida ....................................... 2................ 5,2A, 8 .}. 160,000
Georgia ......................................... 10,180,000............... 216,000
Idaho .............................................. 4p127o600............. 884,000
Illinois ........................................................ 2, 00m, 0, 2#. 0p000"..............
Indiana ...................................................... 10,287,000 128,000.
Iowa ........................................................ 9 ,744,000 ..... ....
Kansas .......................................... 9,696,000............. 1,200,000
Kentucky .................................................... 7,774, 610000 .. ..i....."
Louisiana ............ ......................... 6,076,0 .............. 260,000
Maine .......................................... 3318000............... 240,000
Maryland ................................................... 3,870, 480,000 ...........
Massaebuetts ................................................ 7,780,000 2,000, 000..........
Michigan .................................................... 13,377,100 800,000.
Minnesota ............................................. 10,512,000........ ....... 720,000
Mississippi...................................... 7,039,000............... 164, 000
Mlssour1 ..................................................... 12,343,000 .............. 170, 000
Montana ..................................................... 1, 751,, I 668, 000
Nebraska ..................................................... ..48,000 .1,000,000
Nevada ........................................... 4,014,000............. 1,240,000
New Hampshire ................................. 1,879,300............... 160,000
New Jersey .................................... 7,440,000 i,9,000.
New Mexico ................................................ 1,292,0
New York .............................................. 25411000 5,20000..........
North Carolina ............................................... 9, 805,300 180,000.
North Dakota ................................... 589,000............. 1,00,000
Ohio ......................................................... 16,644,400 1.280,000 .
Oklahoma .................................................... 9,175,200 ............... 456,000
Oregon....................................... 5,871,750.............. 892,000
Pennsylvana .................................. 21,018,000 3,860,000 ..............
Rhode Island .......................................... 2, 060, 000 60,000........
South Carolina ............................................... ,84,500 ()
South Dakota ................................... 5,578,300............. 20 :6000
Tennessee ....................................... 8646,100............... 80,000
Texas ............................................ 239101300............. 1 ,640,000
Utah ........................................... 3902,300............... 788,000
Vermont ....................................... 1,793,100............... 08,000
Virginia................................................... 7,614,900 92, 000.
Washington .................................................. ',5,o ....... 32,000
West Virginia .................................................. 4,719,50 0 .... 30 ...
Wisconsin .................................................... 9,874,000 .............. " 6000
Wyoming ......................................... 4,037,800............. 1,100,000

SPraetically even.

Mr. GRAY. If it shall be decided to include the so-called "oil
control bill, S. 1736," as a new title in the national industrial recovery
act, it is recommended that the followig language beincluded: I

The Reconstruction Finance Corporation is authorized and empowered to
make adequately secured loans, based on mineral acreage, and self-liquidating in
character, to recognized and established managing agencies of farmers' cooper-
ative mineral rights pools not engaged in drilling or mining operations, said loans
to be made fPr the purpose of defraying the cost of organizing such pools.

The main purpose of this amendment is that farmers under whose
land minerals such as crude oil are discovered may pool in a cooperative
way their rights so that the profit will go to all members of the pool
rather than to the one on whose land the particular discovery is made.
This is an extension of the cooperative principle which is already in
the Federal statutes in several forms and merely seeks to make it
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possible for farmers to sell their undersoil crops cooperatively in a
manner similar to that in which they have been selling their soilcrops
for many years.

STATEMENT OF JOHN L. LEWIS, REPRESENTING THE UNITED
MINE WORKERS OF AMERICA AND THE AMERICAN FEDERA-
TION OF LABOR

Mr. LEWIS. Mr. Chairman and gentlemen of the committee, I
appear here to sum up briefly the position of organized labor in
America with regard to this industrial recovery bill. We stand
squarely behind section 7 as reported to the Senate in the House bill,
as amended by the Ways and Means Committee. It will place upon
the statute books a good safe declaration in the form of a statute that
will give to the workers of this country some rights, the same rights
now enjoyed by the employers and the corporations, the light to
organize, and to bargain collectively for their labor, and to be rep-
resented by representatives of their own choosing, in precisely the
same form, gentlemen, that the American Iron and Steel Institute is
represented before this committee this morning by a former distin-
guished Secretary of Commerce, Mr. Lamont, a representative of
their own choosing.

This measure came from the House of Representatives largely as
an agreed measure on the part of labor and industry in this country,
industry speaking through the United States Chamber of Commerce,
the National Association of Manufacturers and their various subdivi-
sions, and labor speaking through the American Federation of Labor.

Mr. Harriman, president of the United States Chamber of Com-
merce, appeared before the Ways and Means Committee of the House
and unquidifiedly endorsed every provision of section 7 in this measure.

The CHAIRMAN. As now in the bill?
Mr. LEWIs. As now in the bill.
Senator GEORGE. In the House bill?
Mr. LEwis. Because he was there, following Mr. Green on the

stand, when the so-called "company union amendment" was recom-
mended by Mr. Green and later adopted by the Ways and Means
Committee.

Senator GEORGE. You mean as in the House bill?
Mr. LEWIS. As in the House bill.
Now, according to press reports, Mr. Harriman has addressed a

communication to this committee in which he expresses the fear that
section 7 will violate the true principle of the open shop, and after-
thought, doubtless brought to his attention by some of those irre-
concilable units of industry who, with their last breath, will oppose
any recognition of labor by the extension of any privilege to labor.

Mr. Lamont appeared this morning for the iron and steel industry,
and stated that the Iron and Steel Institute, which represents 90 to
95 percent of the producing units of the stcel industry, likewise stands
for the open shop. That carries the implication that the open shop
is an institution or a policy whereby the employees of the steel industry
can at will belong to a union or not belong to a union, as they choose,
and that the employers are protecting the principle of the open shop
and the right of employees to either belong to a union or not belong to
a union.
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There is no open shop in the steel industry as represented by Mr.
Lamont. There is no right to belong to a union in the steel industry.
It is a misnomer. If any shop exists in the steel industry, it is the
closed shop, closed to the man who wants to belong to a union. He
cannot work in the steel industry if he belongs to a union, and the best
evidence of that fact is that in the steel .plants of the United States
Steel Corporation today there are no union men. There is no man
who dares say he belongs to a union. Why? Because the secret-
service bureau and the intelligence department of the Carnegie Steel
Co., the American Sheet & Tinplate Co., the National Tube Co., the
American Bridge Co., all of the units of the Steel Corporation, report
that man and he is immediately discharged, if he attends a union
meeting, or if he gives voice to a sentiment that indicates his desire
to belong to a union.

That is the kind of open shop that exists in the steel industry which
Mr. Lamont comes here this morning and pleads with this committee
to maintain in the future.

Senator REED. Is that similarly true of the mines?
Mr. LEWIS. It is true of the National Mining Co., the United

States Coal & Coke Co., the Fricke Coal & Coke Co., the Tennessee
Coal & Iron Mines. It is not true of the United States Steel Co.,
in Illinois and Indiana, where they deal with the union. And, Sen-
ator, in that instance the Steel Corporation deals fairly with its
employees, where they do recognize the unions in those mines.

Senator REED. How about the iron mines? Are they organized?
Mr. LEwis. They are not, Senator, and a man cannot belong to

a union in the iron mines for the reason that the secret-service depart-
ment would report him, and he is immediately weeded out.

There is no open shop in the steel industry. It cannot be perpetu-
ated because it does not exist, and it is beside the question now for
the iron and steel industry, which last week, through a speech to
the Iron Institute in New York, told the American people the iron
and steel industry was assisting in good faith the industrial recovery
act, to now send its representatives here to scuttle the legislative
ship through the opening of the sea cocks in schedule no. 7.

Organized labor in America wants the right to organize if it wants
to organize. Every employer has the right to join these trade asso-
ciations, and the enactment of this bill will make it almost mandatory
upon every substantial employer of labor and producer of conunodi-
ties transported in interstate commerce to join an organization for his
protection, and through this legislative enactment there Will be a
closed shop to employers and industrialists in this country in every
trade and industry, and yet distinguished gentlemen have the effront-
ery to come before this committee and propose that, after securing
these privileges for themselves, they will deny to the workmen engaged
in those industries the same rights and privileges which they arrogate
to themselves.

Labor in America is tired of such hypocrisy; it is tired of being dealt
with in such a manner by men who proclaim the present labor rela-
tionship, as was done this morning by a representative of the steel
industry here, as a happy state of affairs existing and a happy con-
dition. A man who can say that labor relations in the last 10 years
in America were happy is an optimist that dwells in a realm to which
I cannot ascend. refer him to the millions of workmen who have
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their standards of living degraded and their conditions of employ-
ment taken away from them, their hours of labor unduly lengthened
by the arbitrary actions of employers, who merely posted their wage
schedules upon the bulletin boards and told them to take it or leave
it. They had no voice in determining those conditions. They had
no privilege to even express their opinion as to whether the policy
was good bad or indifferent.

I have here the figures of a coal company in Harlan County, W.Va.,
that withdrew from the recently formed Appalachian Coal Sales
Organization that was formed to raise the price of coal in that area,
because they found it was more profitable to undersell the pool price,
by reducing the price of their labor and lengthening their hours, and
this statement shows they are running their mines now an average of
from 12 to 16 hours a day, and the average per day worked under-
ground for those men is 13 hours, and the average compensation
received is $2.25 daily.

They are making it impossible for the sales crew to function, and
they are making it impossible for their labor to live and endure,
because no man can work underground 13 hours a day and continue
to maintain his health.

This legislation, gentlemen, is intended, in the words of the Presi-
dent, to correct the attitude of that coal operator and that employer,
who is the man that is dragging down industry-correct his attitude
so that the producers in that field may be protected against his dis-
criminatory sales policy and influence him so that he will give his
labor a reasonable day's work at a living wage. That is the purpose
and the intent of this measure, and it can not be accomplished in
American industry by emasculating section 7 upon the petition of
men who come here to maintain a medieval relationship in labor.

American labor occupies a unique position in this country, because
in the very essence of things it must stnnd between the rapacity of the
robber barons of industry of America, and the lustful rage of the
Communists, who would lay waste to cur traditions and our institu-
tions with fire and sword. And the one is almost as great a menace as
the other.

Labor in America, organized labor, is trying to maintain an equili-
brium of relations in industry, and trying to maintain an equilibrium
of our Government in this time of stress, and in order to accomplish
that task it is entitled to the friendly cooperation and support of every
American who believes in maintaining that equilibrium so that our
Nation might endure, and it cannot be maintained by following the
legislative course of action suggested here by large employers of labor
in the iron and steel industry, and National Association of Manu-
facturers, to keep from labor those rights which the masters of indus-
try arrogate to themselves.

The only parallel to this situation, and this suggestion made here,
that now comes to my mind, is the action of the Scotch Parliament in
1654, which enacted a statute which said that the relations between
the employee and employer were those of master and servant, and
that no servant would be permitted in the mining industry to leave
the employment of his master without the master's consent.

And again, they passed an act giving to the Scotch mine owners
the authority and power to go out upon the byways and public

I
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highways and capprc!:end all rascals and stout varlets and impress
them into service.

Perhaps that is the kind of amendment to this bill that the steel
industry would like to have, the power to apprehend men and impress
them into service of industry and keep them there under the con-
ditions they impose upon them. That is not a far cry. It does not
require any great stretch of the imagination.

Gentlemen of the committee, I must not take more time. I appre-
ciate your haste. I merely want to say in conclusion that organized
labor in America,, speaking through the American Federation of
Labor and its subdivisions, has endorsed the provisions of this legisla-
tion. They have endorsed it because they think there is an emer-
gency in the Nation that is hourly growing worse. There is a grave
necessity for the stabilization of our economic and industrial processes.
There is an imperative necessity for setting up machinery under the
Government for economic, coordination, and regulation of processes
of industry and labor relationship. Let there be no "moaning at the
bar" when we put out to sea on this great adventure; let there be
decision on the part of all, and each will be treated according to his
inherent rights, and every American engaged in industry, whether
he is a member of the American Iron & Steel Institute the president
of the National Manufacturers Association, or the humblest employee
in your Edgar Thompson Works, Senator, he shall be accorded by
this great Government of ours the equal opportunity to do those
.things that are inherent under the great privileges of American
citizenship.

Labor will protest any emasculation of section 7, and it says
furthermore that industry has nothing to fear in a modern rationalized
labor relationship such as can be set up and administered under the
provisions of this act.

Those employers who point with fear, apprehension, and alarm to
the amendment, referring to company unions in section 7, need not be
alarmed. There is nothing in section 7 that will destroy the company
union as it now exists in any plant. If the employees of that plant
want to remain members of a company union, all there is in that is
that the Bethlehem Steel Co. cannot, as a condition of employment,
force those employees to join a company union, or discharge them
or penalize them of they refuse to do so. That is all there is in the
company union proposition, which was inserted in the bill by action
of the Ways and Means Committee of the House.

Gentlemen, I thank you for your consideration and hope you will
give these matters serious consideration, because these remarks
come, as you must understand, from the ideals, objectives, and dreams
of labor, and right from the heart of American labor.

The CHAIRMAN'. I would like to put into the record a letter I
received from Mr. Harriman, Chamber of Commerce of the United
States; also one I received from the building trades department.

(The letters are as follows:) °

Hon). PAT HARRISON? BOSTON, MASS., May 27, 1938.

Chairman Connuttee on Finance, United Stales Senate, W1ashington, D.C.
My DEAR MR. CHAIRMAN: I learn that your committee has been holding

hearings on the Industrial Recovery Act introduced by Senator Wagner, S. 1712,
and that you will soon have before you the corresponding House bill which was
passed by the House of Representatives on May 26.
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The Chamber of Commerce of the United States is heartily in sympathy with
the main provisions of title 1 of said bill. I presented the position of the chamber
and my own personal views before the Committee on Ways and Means of the
House of Representatives on May 18 and as these statements are undoubtedly
before you, I assume you do not care for their repetition.

If the provisions of title 1 are to operate successfully and promptly aid in im-
proving industrial conditions it is essential that they have the hearty support
of both industry and labor. In my judgment, changes should be made in sections
6 and 7 to make perfectly clear that the principles of true open-shop operation
are not contravened.

I am enclosing you a resolution adopted at the twenty-first annual meeting of
the Chamber of Commerce of the United States held May 5 dealing with the
problems of industry.

Very truly yours, H. . HARRIMAN, President.
Resolution adopted at the twenty-first annual meeting of the Chamber of

Commerce of the United States, Washington, D.C., May 5, 1933.

PROBLEMS OF INDUSTRY

Those who are best equipped to solve the problems of industry are those who
themselves are en a ed in Industry. They can provide measures which are so
shaped to the conditions in each of the parts of our highly complex industrial
system as to afford results beneficial to the public interest and avoid consequences
that would follow endeavors from outside to apply arbitrary rules and that would
bring widespread detriments, public and private.

For common action that is timely our industries have trade associations through
which they can act quickly, or which they can adapt for action. Each trade
association representative of it industry or branch, in accordance with its con-
ditions and in conference with the appropriate agency of the Government, should
be permitted to promulgate fair rules for industrial production and distribution,
to improve the status of labor, the industries of the Nation, and the public welfare.

=Fedral legislation affording opportunity for this form of self-regulation under
Government supervision would produce conditions which would assure fair
competitive opportunity to each enterprise and permit immediate increase in
employment, raise earnings, and free the public from the burdens and detriments
it inevitably suffers from the results of destructive competition on the part of 'the
least responsible industrial elements. All enterprise could be held to standards
of fair competition properly determined.

BUILDING TRADES DEPARTMENT,
AMERICAN FEDERATION OF LABOR,

May 9, 1.983.
Hon. PAT HARRISON,

Chairman Committee on Finance
Senate Office Building, Washington, D.C.

Si: As I will be unable to appear before your committee, which is considering
Senate bill 1712, 1 will appreciate the bill being amended so as to make it possible
for the building trades mechanics of this country to have an opportunity to be
benefited by the passage of this act. At the present time the building' trades
industry is the most depressed industry in the country, as at present only 15
percent of the men normally engaged in building construction are employed.
Under normal cnditions, the building industry, with its many ramifications,
furnishes employment for 20 percent of our working population. This industry
yearly Is the largest industl'y in the country, with reference to the amount of
money paid out for pay rolls, 77 cents out of each dollar spent for the erection of
buildings is paid out in wages to workmen employed in the industry.

In the passage of the Reforestation Act, the money for the maintenance of the
reforestation corps was diverted from the funds already appropriated for )Iiblic
buildings by a previous Congress.

The Reforestation Act also provides that projects on which actual construction
ha been commenced or may be commenced within 90 days, such sums as may be
necessary for the erection of these projects will be appropriated. Sixty days of
the 90 have elapsed and bids have been accepted by the various governmental
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departments on approximately $20,000,000 of public construction, but by
Executive order awarding of contracts has been withheld, which is adding to the
misery of those engaged in the building industry.

Representing 1,500,000 organized building-trades mechanics of this country, I
believe it is the desire of our Government in approving the national industry bill
to relieve unemployment In all industries. We feel that to relieve unemployment
in the building Industry, it will be necessary to amend the bill so as to earmark a
definite sum for the erection of Federal buildings.

In addition, we are submitting a list of public buildings which have been
investigated by all of the governmental departments and deemed by them
necessary, and if erected will prove an economy to the Government.

We are offering the following amendment to S. 1712:
1"For the purpose of providing for the construction of public buildings, that

$1,000,000,000 of the $3,300,000,000 appropriated be allocated for the con-'
structon of public buildings."

In addition to relieving unemployment for the building-trades mechanics and
laborers, the amendment if approved will encourage private construction, as our
experience has been that in the localities where the Federal Government erects a
public building, private concerns build new buildings and renovate their old ones,
so you can appreciate the impetus that will be given to private construction by the
Government earmarking at least $1,000,000,000 for the erection of public buildings.

Trusting that the suggested amendment will meet with the approval of your
committee, I am, with best wishes,

Very truly yours, oM. J. McDoNouon,
President Building Trades Department.

(The tables referred to are as follows:)

ALABAMA
Anniston ----------
Fairfield.........
Huntsville...........
Mobile court house .......

ARIZONA
Bisbee. -
Flagstaff ......
Jerome..............
Kingman............
Mesa...............
Miami.............
Nogales, 1............
Phoenix court house.
Winslow .................

ARKANSAS................

CALIFORNIA
Alhambra-----------
Anaheim.
Auburn-.
Bell ...............
Brawley .........
Burbank.............
Burlingame ...............
Carmel..............
Claremont...........
Colton..............
Compton ..............
Corona..............
Covina ................
Culver City --------------
El Monte ..............
Escondido...........
Fresno..............
Fullerton............

$175, 000
85.000

260,000
550,000

135,000
140, 000
90,000
75,000
90,000

110,000
150, 000
40,000
90,000

None.

195, 000130,00

75,00075, 000
95, 000

155,000
190,000
80,000
85,000
80, 000

125, 000
85,0 00
80,000

120, 000
80, 000
80, 000

650,000
110, 000

CALIFORNIA-continued

Gilroy ....
Hayward.
Hemet .....
Hollister ...........
Hollywood..........
Huntington Beach ........
Huntington Park ---------
Inglewood
La Jolla.
Lindsay ...............
Livermore ............
Lodi.
Los Angeles Court House.. -
Los Angeles Post Office. --
Los Gatos .............
Madera.............
Martinez
Monrova ..............
Montebello .............
Mountain View ...........
North Hollywood ........
Oceanside ----------------
Ontario ................
Orange .................
Oxnard ............
Pacific Grove ------------
Paso Robles ..........
Pasadena ...............
Pittsburgh ---------------
Redding ...............
Redondo Beach........
Redwood City........
Richmond .............
Riverside.
Roseville............
Salinas-.

$85 000
100,000
80,000
85,000

$425 000
80, 00

210,000
210,000
85,000
80O000
80,000

105,000
o, 850, 000
I, 200, 000

90,000
90,000
95, 000

130,0000
815,000
85, 000

110,000
85,000

135,000
90,000
95,000
80, 000
80,000

325, 000
150,000
150,000
120,000
115, 000
130,000
360, 000
85,000

175,000
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CALtFORNIA-continued

San Diego Marine Hos-
pital

San Diego Court House.. --
San Fernando.........
San Francisco.
San Gabriel...........
San Mateo.
San Rafael ..........
Santa Barbara........
Santa Clara ----------
Santa Cruz-----------
Santa Maria ............
Santa Monica ...........
Santa Paula ....
Sebastopol-
South Gate_..........
South Pasadena-
South San Francisco-----
Susanville
Torrance...
Tracy.
Tulare..
TurlockUpland...--------
Ukiah -- -- -- - -- -- -
Van Nuys.
Venice-
Watsonville ....
Whittier ...............
Wilmington --------------
Woodland............
Yreka -------------------
Yuba City...........

COLORADO
Alamosa......
Delta-..
Lamar...
Littleton..........
Longmont.
Loveland ----------------
Rocky Ford .....
Salida .............
Walsenburg..........

CONNECTICUT
Bristol ................
Clinton--------------
Danielson ...........
Fairfield...
Meriden.............
New Canaan ............
New Milford -------------
Norwalk -----------------
Plainville..
Shelton ------------------
Southington ............
Thomaston .............
Thompsonville ..........
Torrington..
Westport............
Winsted.............

$44O 000
25,000
9500

150 000
110,000
140,000
100 000,
215 000
85000

110,000
95,000

300,000
85,00080,000

75, 000
120,000

80, 000
75,OOO
851000
80,000

100,000
100, 0
80,000
80,0

110,000
120,000
40,000

160,00
155000
95000
75,000
80,t000

90,000
100,000
125,000
100,000
105,000
100, 000
100,000
100,000
105,000

155,000
75,000

100,0

70,OOO
100, 000
70, 000

375000
80000
80, 000
75 000
80, 000
95, 000

200t 000
120,000
120,000

DELAWARE
Laurel ------------------- $60, 000
New Castle -------------- 60,000
Seaford ------------------ 60, 000
Wilmington ------------- 1, 600, 000

FLORIDA
Arcadia ----------------- 80,000
Fort Pierce -------------- 100,000
Hollywood --------------- 80,000
Jacksonville, quarantine sta-

tion----------------- 115,000
Key West, quarantine sta-

tion----------------- 100,000
Lake Wales -------------- 80,000
Lake Worth -------------- 80, 000
Leesburg ---------------- 80,000
Palm Beach ------------- 200 000
Plant City -------------- 100,000
Q uincy ----------------- 75000
t. Augustine ------------ 200, 000

Tallahassee -------------- 45000
Tampa, quarantine station. 225,000
Vero Beach -------------- 80000
W. Palm Beach ---------- 325000
Winter Haven ----------- 130,000
Winter Park ------------- 100,000

GEORGIA
Cairo ------------------ 65,000
Decatur ----------------- 90,000
Dublin ----------- -.. 135,000
East Point --------------- 60,000
Gainesville -------------- 335,000
Valdosta ---------------- 80,000
Waycross --------------- 145,000

0

IDAHO
Blackfoot --------------- 125, 000
Burley ----------------- 100, 000
Fastport, building site ----- 59,000
Payette ----------------- 75,000
Wallace ---------------- 105,000

ILLINOIS
Abingdon -------------- 70,000
Anna ------------------ 80,000
Barrington -------------- 70, 000
Benton ----------------- 90,000
Berwyn ---------------- 190,000
Brookfield --------------- 75,000
Carthage ---------------- 70, 000
Champaign ------------- 135, 000
Chicago, courthouse ----- 500, 000
Clinton ---------------- 80, 000
Crystal Lake ------------- 70, 000
Decatur ---------------- 400, 0t
Des Plaines ------------- 120, 000
Downers Grove ----------- 80,000
East Alton --------------- 85,000
Effingham --------------- 90,0000
Eldorado ----------------- 80,000
Elmhurst --------------- 140,000
Evanston --------------- 650, 000
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ILLNois-COntinued

Fairfield... $80, 00
Forest Park -------------- 125, 000
Fulton ------------------ 7 00
Galesburg -------------- 250,000
Galva------------------75,000
Geneva ---------------- 100 , 0
Glencoe ---------------- 100, 000
Glen Ellyn --------------- 95,000
Harvard ---------------- 70, 000
Herrin ------------------ 80, 000
Highland Park ----------- 150,000
Hinsdale ---------------- 80, 000
Jacksonville -------------- 75,009
La Grange -------------- 120,000
Lemont ----------------- 70,00
Libertyville -------------- 80, 000
Lombard ---------------- 75,000
Melrose Park ------------ 90,000
Moline ---------------- 250,000
Monticello --------------- 900
Morrison ---------------- 85,0
Naperville --------------- 85,000
Normal ----------------- 7500
North Chicago ----------- 150,
Park Ridge ------------- 110,00
Quincy ----------------- 17500
Peoria ----------------- 320
Riverside ---------------- 85 000
Rock Falls --------------- 70,000
St. Charles --------------- 85,000
Shelbyville --------------- 77,000
Urbana ----------------- 80000
Vandalla ---------------- 75000
Villa Park -------------- 115 000
Watseka ---------------- 75,0
West Frankfort ---------- 100,00
Wilmette --------------- 200,000
Winnetka --------------- 155,000
Wood River -------------- 75,000
Zion ------------------- 70,000

INDIANA
Angola ----------------- 80 000
Aurora ----------------- 70,000
Berne ------------------ 7 0000
Crown Point ------------- 85000
Columbia City ------------ 80 00
Culver ----------------- 70 000
Franklin --------. ------ 85000
Garrett ----------- ------ 85 00
Hartford City ------------ 85000
Indianapolis' ----------- 1,20 ,000
Lawrenceburg ------------ 70000
Ligonier ---------------- 70,000
Martinsville ------------- 85,000
Nappanee --------------- 75000
North Manchester -------- 65, 000
Spencer ----------------- 8, 000
Sullivan ---------------- 80,000
Tipton ------------------ 80,000
Union City -------------- 85, 000
Vincennes -------------- 145, 000

IOWA
Algona ..................Ames..
Clinton ..... ......
Hampton ..............
Harlan..............
Independence.
Indianola ----------------
Knoxville -------
Manchester..........
Mt. Pleasant-Nevada
Osage ..............
Pella ......
Sac City.............
Sheldon ...............
Storm Lake...
Waverly ............
Winterset-.-

KANSAS
Baxter Springs........
Columbus............
Eureka ................
Ft. Scott ..............
Fredonia............
Goodland ...............
Herington............
Hays ..............
Independence.........
Larned..............
Liberal .....
Liffon s--------- -

Norton ...............
Olathe .
Paola .................

KENTUCKY
Berea .................
Bowling Green........
Covington ...............
Hazard ....
Mayfield ..........
Owensboro ---------------
Paducah.............
Pineville .................
Princeton............

LOUISIANA
Bastrop ...........
Carville, marine hospital...
Houma..............
New Orleans, office building
Plaquemine..

MAINE

Calais, border station.
Farmington......
Houlton ......
Lewiston ..............
Portland, marine hospital..
Westbrook...........
Wilson ................
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$80, 000
175, 000
85,000
80,000
80,000
85, 000
80,000
76,000
75, 000
85, 000
75 000
80,000
70 000
75,000
80,1)00
00,000
90,000
75,000

80,000
88,000
85,000

230 000
85,000
75o000
80,000
100,000
75,000
85, 000
95,000
90,000
80,000
75,000
70,000
85,000

70000
55,000

355,000
100 000
65,000
55,000

180,000
65,000
85,000

80, 000
195,000
90,000

1, 700, 000
80,000

59,000
88,000
160,000
200,000
220,000
85,000
80, ooo



NATIbNAL INDUSTRIAL RECOVERY

MARYLAND

Baltimore, quarantine sta-
tion ------------ $50, 000

Bel Air ----------- 70,000
Cambridge.. 50, 000
Chestortown------- 75,000
Easton----- 125,000
Elkton-.--- ---- - 75,000
Hagerstown ------------- 300,000
Silver Spring ------------- 70,000

MASSACHUSETTS
Adams ----------------- 85, 000
Beverley ---------------- 45, 000
Boston, quarantine station. 110,000
Boston, marine hospital. - - 30,000
Boston, P. P .------------ 3,000,000
Bridgewater -------------- 85, 000
Canton ---------------- 100, 000
Chicopee- -------------- 105,000
Chicopee Falls ----------- 105,000
Clinton ----------------- 90,00
Concord ---------------- 85,000
Dalton ----------------- 75, 000
Danvers ---------------- 100,000
Dedham ---------------- 95, 00
Fairhaven.. -------------- 95,000
Franklin ---------------- 85, 000
Gardner ---------------- 160, 000
Great Barrington --------- 100,000
Holyoke ---------------- 575, 000
Hudson ----------------- 85,000
Hyannis ---------------- 100, 000
Indian Orchard. ------- 75,000
Mansfield --------------- 85, 000
Nantucket --------------- 80,000
Natick ----------------- 100, 000
North Abington ---------- 80,000
Orange ----------------- 80000
Peabody ---------------- 120 000
Spencer ----------------- 75,000
Stoughton --------------- 80000
Turners Falls ------------ 85 000
Wakefield --------------- 115 000
Walpole ----------------- 75 000
Ware ------------------- 75 000
West Springfield ---------- 100 000
Whitinsville -------------- 75,000
Whitman ---------------- 95 000
Winchendon ------------- 75 000

MICHIGAN
Allegan ----------------- 90,000
Birmingham ------------- 150, 000
Calumet ---------------- 120,000
Dearborn --------------- 245, 000
Detroit, A.S ------------- 300, 000
Detroit, P.P ----------- 1, 700, 000
East Lansing ------------ 105,000
Fremont ---------------- 70,000
Gladstone ......... 70,000
Greenville --------------- 80, 000
Hancock ---------------- 85, 000
Howell ----------------- 90, 00
Hudson ----------------- 80, 000
Iron River --------------- 90 000

MICHIGAN-continued

Kalamazoo ------------- $575, 000
Marquette -------------- 225,000
Monroe ----------------- 75,000
Muskegon -------------- 100,000
Negaunee. ---------------- 75, 000
Paw Paw ---------------- 75,000
Plymouth --------------- 85,000
Royal Oak. ------------ 190,000
Saginaw. ---------------- 275, 000
Saginaw West Side. -...... 145, 000
Sault St. Marie -------- 150, 000
St. Johns ---------------- 85, 000
St. Joseph ------------ 185, 000
Zeeland ----------------- 9,000

MINNESOTA
Albert Lea---------- 165 000
Cloquet ----------------- 9,000
Detroit Lakes ------------ 90,000
Eveleth ----------------- 75 000
Hastings ---------------- 75000
Hutchinson -------------- 80,000
International Falls -------- 115,000
Iitchfield ---------------- 85 000
Long Prairie ------------- 75 000
Marshall ---------------- 95 000
Minneapolis, courthouse... 1, 200 000
St. Cloud --------------- 185 000
Theif River Falls --------- 85 000
Wadena ----------------- 80, 000
Waseca ----------------- 75000
Winona ---------------- 115,000
Worthington ------------- 80000

MISSISSIPPI

Clarksdale -------------- 125, 000
Natchez ----------------- 90,000
Oxford ------------------ 70, 000

MISSOURI
Bowling Green ----------- 70, 000
Cameron ---------------- 75, 000
Columbia --------------- 175,000
Hannibal --------------- 115, 000
Independence ------------ 685,000
Joplin ------------------ 130,000
Kansas City, courthouse... 2, 800, 000
Louisiana ---------------- 0,000
Monett ----------------- 80,000
Neosho ----------------- 85, 000
Perryville ---------------- 70,000
Pleasant Hill ------------- 70, 000
St. Louis, post office ----- 4, 700,000
Windsor ----------------- 70,000

MONTANA
Deer Lodge -------------- 80, 000
Dillon ----------------- 00, 000
Glendive ---------------- 95, 000
Great Falls -------------- 50, 000

NEBRASKA
Kearney ---------------- 10, 000
Lexington --------------- 75, 000
Omaha, courthouse ------ 60, 000
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NEBRASKA-continued

Omaha, office building_--
Seward ......
Superior ....
Wayne .............

NEVADA
Lovelock ...... ....

NEW HAMPSHIRE
Concord.............
Lancaster ..............
Lebanon ....
Newport ............
Petersboro...........
Plymouth -..........
Portsmouth...........

NEW JERsEY
Arlington............
Asbury Park ............
Atlantic City ............
Belmar..............
Bergenfield...........
Boonton...
Boundbrook ...........
Bradley Beach.
Caldwell .....
Cape May ---------------
Carteret .......... .
Clifton..............
Cranford -.
Dunellen .. ...... .....
Edgewater ..........
Egg Harbor City.
Flemington...........
Garfield
Garwood.............
Glen Ridge.
Gloucester City'.......
Hackensack...........
Hackettstown.........
Haddonfield..........
Hammonton..........
Hightstown.
Keyport.............
Lakewood............
Little Falls...........
Linden..............
Madison.-__..-......
Manville-
Matawan............
Metuchen.
Moorestown..........
Mount Holly .........
New Brunswick........
Newton .......
Ocean City...........
Penns Grove- -
Pitman...
Plainfield-
Pleasantvllle-.
Rahway.............
Ridgefield Park ----.----
Ridgewood ----------
Riverside ...........

176260-38---27

$760,000
70,000
75,000
75,00

75,000

00, 000
85,00
80, 000
80,000
85, 000
45,000

265,000
125, 000
850000
85,090000

125,085,000

105000
100,000
800
190,000
105,000
120,000

75,000
80000

800
8,000

80,000'

50,
80,00
75000
75,00075,0
80000

120,00
75,

110000
80,
75,000
85,000
85,000

100,000
85,000

460,000
90,000
170,00
80,000
80,000

195,t0
115, 00
160,000
130,000
170, 00
80,000

NEW izntem--ontlnued

Riverton..- $75,000
Rutherford -------------- 185, 000
South Orange ------------ 175, 000
South River- 85,000
Summitt --------------- 190, 000Tenafly. - - 90000
Tom. River----------. '85t 000
Washington -------------- 80, 000
Westfield --------------- 180,000
Westwood --------------- 00000
Wildwood----.------- 170,00
Woodbridge----------- 90.. 000

NEW MEXICO
Carlsbad.............
Fort Stanton, marine hos-

pital..............
Silver City ..........

NEW YORK
Albion..............
Amityville ---------------
Amsterdam...........
Auburn .........
Babylon ............
Baldwin ............
Ballston Spa..........
Bay Shore-
Beacon-------------
Boonville ....
Brewster.............
Buffalo, marine hospital...
Buffalo, courthouse.....
Buffalo, post office......
Canastota. -----
Canandaigua -------------
Canton -----------------
Carthage ----------------
Cedarhurst .............
Cobleskill ..............
Cooperstown..........
Dobbs Ferry..........
Dolgerville ..........
East Aurora..........
East Hampton.........
East Rochester---------
East Syracuse ...........
Ellenvlle ------- -----
Falconer ............
Far Rockaway - -
Floral Park.
Fredonia ....... ...
Garden City...
Geneseo.............
Goshen ----------------
Gowanda------------
Grandville............
Great Neck...........
Greenport.
Hamburg............
Hamilton............
Hartsdale .......
Haverstraw...........
Hicksville ...........
Hudson.............

165,000

270,000
115, 000

85,000
0 000

175t000
50 000

100 000
100,000
85,000

120 000
110 000
85,000
75 000

575 000
2,500 000

250000
85,000

170,000
95 000

100 000
85,000
85,000
90,000
95,000
80 000
95 000

100, 00
80,000
80 000
90,000
75 000

245 000
120 000
100 000
200, 000
80 000
85 000
75 000
70 000

140,000
80 000
80,000
80 000
75 000
75 000
85,000
70,000
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NMW YOR--Continued

Hudson Falls -------------
Huntington. -
Ilion--------
Irvington.--
Ithaca .............
Johnson City ............
Lake Placid
Lancaster------------
Larchmont.
Liberty ..........
Long Beach..............Lowvflle.---------
L nbrook .....il maroneek -------------
Manhassett.-----.....
Messena ...............
Mechanicvllle.........
Mineola-------------
Mohawk-------------
Monticello--
Mount Kisco ....
Mount 'Vernon........
New Rochelle ------------
Now York City:

Quarantine station....-
Office building

Northport ..............
Ogdensburg, court house L_
Tossing ..................
Oswego-------------- m-
Oyster Bay .............
Palmyra ---------.. .----
Pearl River --------------
Perry -----------------
Pleasantville -------------
Port Washington ---------
Rensselaer-----------
River Head...........
Rochester, court house .. -
Rockville Center..
Rome---------------
Rye ----------------
Saugerties------------
Sayville-------------
Scarsdale------------
Silver Creek...
Southampton.
Spring Valley.
Sprlngville-----------
Suffern..............
Tarrytown-. --
Ticonderoga----------
Tonawanda .............
Troy, public park ........
Volley Stream. -.--.------
Walton--------------
Warsaw-------------
Watervliet-
Watkins Glen.........
Waverly.............
Westbury............
Westfield............
Woodmere...........

$90,00
185,000
125,000
75,000

115, 00
115,000
90,000
90000

125,000
100,000
150,000
80,000

13000
140,000
1000
110,000
8000

145,000

100,00
75 000

600, 000

120,0
000000
80 000

15 0000
125 000
225,000

ooo
ooo

100000
g0 000

110 tO0

7 0000
751 000
90 00

160 000
90000

125,000
600,000

160 00
210,000

145000
85:000

9 0000

160,000

80,0000
110,000

8000O
75,000
90000

160,0000
70,000
120,000
200,000
85000o

NORTH CAROLINA

Albemarle ---------------
Ashboro ............
Dunn ..............
Fayetteville..........
Gastonia_
Morganton.- -
North Wilkesboro .......
Raleigh .......
Riedsville ----------------
Sanford.
Shelby .............
Southern Pines -----------
Wilmington ----------
Winston-Salem........

NORTH DAKOTA

Grand Forks. -
Kenmare...
Oakes ...............

OHIO

Barnesville...........
Bedford.-.Bellevue..-------
Berea ..............
Bridgeport...........
Bryan .......Celina, -- - - - - - - -
Chillicothe..,
Cleveland, Post office-----
Circleville.. -
Cuyahoga Falls ....
Dayton. -
Franklin. -
Geneva .............
Girard..............
Greenfield..
Hillsboro .....
Kent...
Lancaster ...........
Lebanon. ..........
Lisbon ....
London..............
Marion, A. L .....
Marysville .....
Massillon-----------
Medina.............
Minerva.............
Orrville..-
Oxford..............
Port Clinton ------- ....
Sebring ..........
Tippecanoe City ----------
Upper Sandusky .........
Urchsville.
Wadsworth ....
Wapakoneta..........
Warren --------------
Westerville...........
Willard ........
Willoughby -------------
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$85,000
20, 000
85,000
115, 000
210,000
100,000
100, 000
360, 000
180,000
95, 000
85,000
95, orl

130, 000
625,000

185,000
65,000
65,000

90,000
90,000
95,000
95, 000
oo

5, 00085, 000
75,000
95, 000

120, 000
625,000
85,000
85, 000
85,000
90,000

100, 000
140, 000
85, 000
85, 000
80,000
90000
15, 000
9OOO,0
60,000
95,000
8O 000
80000
80,000
8O00
80OO
75,000
90,000
90 000
90,000
90 000

350000
90 000
75,000
85 000
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OKLAHOMA
Alva...............
Bristow .............
Ciaremore ....
Clinton.
Cushing -----------------
Drumright ..............
Elk City ----------------
Enid ..............
Henryetta_.
Holdenville.
Hugo-- - - - - - - - -
Mangum............
Okemah -----------------
Pauls Valley- -
Pawhuska-
Sand Spring
Shawnee-
Vinita .............
Wewoka ............

OREGON
Ashland..
Eugene..............
Grants Pass...........
Hillsboro ......
Hood River --------------
McMinnville
Medford-------------
Tillamook .......

PENNSYLVANIA
Alequippa------------
Ambler--------------
Ardmore ---------------
Bala-Cynwyd.........
Bangor --------------
Beaver ----------------
Beaver Falls----------
Blairsville -------------
Boyertown-----------
Brookville------------
Brackenridge..........
Brownsville...........
Butler --------------
Canonsburg----------
Cataququa ............
Chambersburg........
Clairton -------------
Clarion--------------
Colmbla ------------
Conshohocken ...........
Coraopolis.
Danville-------------
Darby .............
Doylestown .............
Drexel Hill-----------
Easton--------------
East Stroudsburg ........
Ebensburg-----------
Elizabethtown-_- ----
Emporium-----------
Ephrada-------------
Farrell--------------
Glenside -------------

$80,000
115,000
85,000

120, 00
105 000
85,000
95,000

140,000
85,0

115,000
70,000
85, 000
815,000
85,000
85,000
50,000

80,00

85,000

180,000

90 000
85,000

85 000

8O1000
90,000

150,000
05,000
85,000

90,00

15, 000
90, 000
80,000
15,000
0,000

90,000
170000
105,000

85,000
0,000100,000

85,000105000

90,000

105,000
95,000
90000

20000

90,000
850,00

90, 000
95,000
105,000

PENNSYLVANIA--COn t,nued

Greensburg ------------- $80, 000
Harrisburg 750,000
Haverford --------------- 80,000
Hazelton ---------------- 80,000
Honesdale -------------- 110,000
Irwin ------------------ 85,000
Jenkintown -------------- 105, 000
Jersey Shore ------------- 85,000'
Kane ------------------- 95,000,
Kennett Square --------- 75,000'
Kutztown -------------- 75, 000,
Lansdown -------------- 115, 000,
Lansford --------------- 85, 000#
Latrobe ---------------- 135,000
Lehighton --------------- 85, 000
Lititz ------------------ 90, 000
Mahonov City ----------- 110, 000
Mannheim -------------- 100 000
Marcus Hook ------------ 90 000
Mauch Chunk--------- 75 000
Mechanicsburg ----------- 90000
Middletown.---------- 80000
Millersburg ------------ 80 000
Mount Carmel --------- 10000
Mount Joy -------------- 80000
Mount Pleasant ---------- 100,000
Muncy ----------------- 90 000
Narberth ---------------- 90 000'
Nazareth --------------- $90, 000
Northampton ------------ 85, 000'
North East -------------- 90 000,
Philadelphia, courthouse.-. 2, 900000,
Phillipsburg ............ 05 00o,
Pittsburgh, Marine Hospi-

tal ------------------ 175, 000
Plymouth...... ------ 95000
Quakertown -------------- 90,000
Reading ---------------- 850,000
Red Lion ---------------- 80 000
Royersford -------------- 80000'

. Mars --------------- 90,000'
Schuylkill Haven .......--- - 90000'
Scottdale --------------- 105 00&
Sellersville --------------- 80 000
Shenandoah ------------- 130,000'
Shippensburg ------------- 95,000
Somerset --------------- 110,000,
Swarthmore ------------- 100,000
Towanda --------------- 100000'
Turtle Creek ------------- 95,000
Upper Darby ------------ 105, 000'
Vandergrift ----------- -- 100,000
Washington, A.L --------- 20,*000
Wayne ----------------- 90,000
West Chester ------------ 80, 000
Wilmerding ------------- 1 I05, 000
Windber-- ........... 85,000

RHODA ISLAND

East Narragansett -------
Providence -----------
Wakefield.-----------

9o.000
925,000

75. 000
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SOUTH CAROLINA

Aiken, courthouse .... $190, 000
Anderson --------------- 275,000
Charleston, quarantine sta-tion ----------------- 130,000
Columbia, courthouse- - --- 550,00
Greenville -------------- 360,00
Greer ------------------ 75,o000
Greenwood, courthouse.... 175, 000
Sumter---------------- 100,000
York ------------------- 75,000

SOUTH DAKOTA
Mobridge -------------- 90,000
Rapid City------------ 75,000
Yankton ---------------- 55,000

TENNESSEE
Brownsville -------------- 80,00
Erwin ------------------ ,80,00
Johnson City ------------ 115,000
Memphis, marine hospital- 175,000
Old Hickory ------------- 80,000
South Pittsburgh --------- 75, 000

TEXAS
Abilene --------------- 345, 000
Amarillo ---------------- 55,000
Aransas Pass, Quarantine

Station ---------------- 90 000
Austin Courthouse -------- 625,000
Ballinger ---------------- 80000
Borger ----------------- 100 00O
Bowie ------------------ 75, 000
Brady ------------------ 85 000
Childress --------------- 100,000
Colorado ---------------- 85 000
Corpus Christi ----------- 165 000
Dalhart ---------------- 100 000
Dallas, public park ------- 850 0oo
Eastland ---------------- 85 000
Edinburg ---------------- 95 000
El Paso --------------- 1, 250 000
Galveston. ------ 775, 000
Graham ----------------- Ko
Henderson ----- _-------- 80000
Kerrville ---------------- 95,000
Kingsville --------------- 75 000
Lamesa ----------------- 95, 00
Laredo ----------------- 285 00
Lockhart ---------------- 85 000
Longview --------------- 35 000
Lufkin ----------------- 105oo0
Luling ------------------ 90 000
Mercedes ---------------- 85:000
Midland ---------------- 100,000
Mission ----------------- 85 000
Nocona ----------------- 85000
Pecos ------------------ 160 000
Port Arthur ------------- 195 000
quanah ----------------- 85, 000

nger ----------------- 85, 000
San Antonio ------------ 1,400,000
Shamrock --------------- 80, 000
Vernonville -------------- 90, 000
Waco ------------------ 500, 000
Wharton ---------------- 80iV00

UTAH
Logn .............

VERMONT
Montpelier ..........
North Troy, building site..-
St. Albans ...........

VIRGINIA
Blacksburg...........
Charlottesville.........
Fortress Monroe, quaran-

tine station ...........
Hopewell ......
Lexington .....
Marion ................
Petersburg...........
Rosslyn.............
Staunton............
Winchester...........

WASHINGTON
Auburn..............
Aberdeen............
Anacortes............
Bremerton...........
Centralia............
Kelso .................
Kent ..................
Laurier B.S...........
M ontesano ---------------
Mount Vernon ..........
Puget Sound, quarantine

station ..............
Puyallup_.
Renton ................
Seattle, courthouse......
Shelton ................S okane -----------------

natchc...

WEST VIRGINIA
Alderson -----------------
Bluefield -----------------
Charleston...........
Keyser .............
ogan .............

Montgomery..........
Parkersburg, courthouse...
Weirton.............
Welch ..................
Wheeling...........
Wheeling, courthouse ....

WISCONSIN
Berlin....
Clintonville. . .
Cudahy ...............
Eau Claire...........
Edgerton ----------------
Elkhorn ............
Fond du Lac ............
Green Bay ..........
Hartford.............
Jefferson
Kaukaura.
Kewanee............
Ladysmith .....

416

$50,000

280,000
56, 000

275,000

80,000
135,000

75,000
135,000

55, 000
80,000

400,000
60,000
80,000
50,000

85,000
250,000
85,000

135, 000
110,000
115,000
80,000
56, 000
85, 000
90, 000

250, 000
90,000
85,000

150,000
80,000

790,000
300,ooo

80, 000
110, 000

1, 200, 000
85, 000
95,000
80,000
50,000
90,000

125,000
650,000
50,000

80, 000
85, 000
80,000
50, 000
75,000
80,000

27o, ooo
550, 000

80, 000
75,000
75, 000
80, 000
75,000
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wlSCoNsN-coontinued WzSCONSIN-COntinued

Lake Geneva ------------ $80, 000 Waukesha ------------- $245, 000
New London ---- - 75, 000 Waupaca ---------------- 75,000
Oconomowoc ------------- 90, 000 West Bend -------------- 105, 000
Plymouth- _ ----------- 85,000 Whitewater -------------- 70, 000
Portage ---------------- 100, 000
Port Washington --------- 85,000 wYoMINo
Reidsburg ....-. 70,000 Kemmerer. 90, -00

Rice Lake --------------- 85,000 Wheatland --------------- 80,000
Richland Center ---------- 75,000
Shawano --------------- 80,000 ALASKA
Stoughton -------------- 80,000 Anchorage -------------- 400, 000
Sturgeon Bay ------------ 80, 000 Ketchikan -------------- 400, 000

STATEMENT OF FREDERICK BRENCKMAN, WASHINGTON REPRE-
SENTATIVE OF THE NATIONAL GRANGE

Mr. BRENCKMAN. Mr. Chairman and gentlemen of the commit ee,
referring to that section of the bill which calls for a program of public
works, I simply want to say that we are in sympathy with the idea
that the Government should launch a construction program to
relieve unemployment and to stimulate industrial activity. No
argument is needed to prove that there can be no such thing as a
return to prosperity as long as there are. 13,000,000 people out of work.
Among the most impressive figures in connection with the depression
are those which show the decline in our national income and the
shrinkage in pay rolls.

As we are aware, the national income reached its peak in 1929,
when it was approximately $85,000,000,000. In 1932 it was probably
less than $40,000,000,000. The shrinkage in pay roll in 1930, as
compared with 1929, was about $7,000,000,000; in 1931, there was a
further shrinkage of approximately $15,000,000,000, and in 1932 a
still further decline of $25,000,000,000, amounting in round figures
to $47,000,000,000.

It is manifest therefore that the depression has cost the country in
round figures twice as much as the primary cost of the war, and
anything that could be done to end this depression should surely
be done without unnecessary delay.

We are very much interested in the method that may be adopted
to finance this program. First of all, I want to say that we are not
in favor of increasing the tax on gasoline, as suggested in the bill
passed by the House. Mr. Dow said yesterday morning that gaso-
line taxes and special taxes on automobiles already account for 37.9
percent of the revenues of all the State governments. This gasoline
tax belongs to the States, and they should be allowed to remain there.

Here is a consideration that we must not lose sight of. The States
have gone in debt to the extent of billions of dollars to build roads.
They are depending upon the earning capacity of those roads to pay
off that debt, and if we make this tax prohibitive the debt will have
to be paid just the same, whether we use the roads or not, and in
the end it means that we will have to pay higher taxes than at
present upon real estate.

We are opposed to any further tax on gasoline.
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We are also opposed to a general sales tax. We fought it in 1932,
and we are just as much opposed to it today.

The Grange would be in favor of financing this program by the
issue of nonnterest-bearing United States notes. We have had 3%
years of deflation, and we feel that what is needed is a corrective
.mflation. The legislation recently enacted authorized the President
to approve a $3 000,000,000 issue of Treasury notes. It is stipu-
lated, however, that those notes may only be issued to meet matur-
ing obligations of the Government or to retire Government bonds.
AUf that would be necessary, if we would decide to finance this public

-works program by the issue of Treasury notes, would be to broaden
'the scope of that legislation and authorize the issuance of Treasury
notes to finance it.

Senator CONNALLY. Mr. Brenckman, cannot that be done without
any legslation, under existing law?

Mr. BRENCKMAN. Without legislation?
Senator CONNALLY. If we issued bonds for this work which we are

proposing to do, we could issue bonds for this and purchase others
vith this $7,000,000,000 of currency, could we not?

Mr. BRENCRMAN. Yes. As President Roosevelt said in his radio
address on the evening of May 7-

Government credit and Government currency are merely one and the same
thing. Behind Government bonds there is only a promise to pay; behind Govern-
ment currency we have in addition to the promise to pay a reserve of gold and a
small reserve of silver.

If the Government should issue 4-percent bonds to finance this
program during the period of 25 years we would pay as much in
interest as the face of the bonds and the debt woildstill remain.
If, on the other. hand, we should pay for this construction program
by the issue of Treasury notes, it could be provided that they should
be retired at the rate of 4 percent per year, and at the end of 25 years
the debt would be wiped out.

It should give us pause to remember when William McKinley
entered the White House the total cost of running the Government
was only half as much as it costs to pay the interest on the public
debt. At this time we had the first billimt-dollar Congress, which
covered 2 years, back in the days of Czar Reid, and now we are paying
approximately that much to pay the interest on the public debt.
pIf there is any way of avoiding it, we feel that nothing should be

done to further add to the burdens which the taxpayers are compelled
to carry in this connection.

The CHAIRMAN. I am in receipt of a communication from Mr.
Henry Woodhouse, chairman of the National Recovery Council,
which will be incorporated in the record at this point.
. The letter referred to is as follows:

JUNE 1, 1983.
Senator PAT HARRIsON,

Chairman Finance Committee,
United States Senate, Washington, D.C.

DEAR CHAIRMAN HAaRRSON- Noting that questions have been raised about the
constitutionality of the National Industrial Recovery Act, I have prepared the
annexed survey which gives the constitutional provisions and decisions of the
Supreme Court of the United States supporting the act.

I explain it in 5 minutes, or, if you prefer to save time, I will add it to my
former remarks, under the leave to extend the remarks granted when I testified.

418



NATIONAL INDUSTRiL RoovuER 419

With jour approval, I would also add to my extention of remarks a report on
gold and silver resources of the the United States, In support of the amendment
wbich I proposed to create the National Recovery fund.Sincerely yours, 101

HENY WOODHOUSE,

Chairman National Recovery Council.

The report on gold and silver resources of the United States, above
referred to, is filed with the committee.

FURTHER STATEMENT OF HENRY WOODHOUSE, CHAIRMAN OF
NATIONAL RECOVERY COUNCIL

Mr. WOODHOUSE. Ever since this act was proposed there have
been questions raised about its constitutionality.

An examination of the Constitution of the United States and the
decisions of the Supreme Court of the United State show that the
major provisions of the act are duly authorized, therefore constitu-
tional.

The declared objective of the act being to promote the welfare of
the people of the United States, it harmonizes with the preamble of
the Constitution, which declares:

We the people of the United States, in order to form a more perfect Union,
establish justice, insure domestic tranquility, provide for the common defense
promote the general welfare and secure the blessings of liberty for ourselves and
our posterity, do ordain and establish this Constitution for the United States of
America.

The means in the Constitution for "providing general welfare of
the United States" are authorized at article I, section 8, which
authorizes Congress as follows:

Szc. 8. The Congress shall have power to lay and collect taxes, duties, im
posts, and excises, to pay the debts and provide for the common defense and
general welfare of the United States; but all duties, imposts, and excises shall be
uniform throughout the United States; to borrow money on the credit of the
United States to regulate commerce with foreign nations, and among the several
States, and with the Indian tribes.

These provisions are definite powers to Congress, which Congress
can translate into statutes which, when enacted, are authorized to
be carried into effect by the Executive under article II of the Con-
stitution.

Congress has unlimited power to protect and enforce the rights
created by the Constitution.

While Congress has not the power to act contrary to the provisions
of the Constitution it has unlimited power to protect and enforce
the rights created by the Constitution.

The Supreme Court of the United States has held by several
decisions that every right created by, arising under, or dependent
upon the Constitution may be protected or enforced by such means
as Congress may deem best; if the Constitution guarantees a right,
the National Government is clothed with authority to enforce it-
the powers given to the National Government are not ineffective
because the means of enforcing them are not expressly given.

Congress has a large discretion as to the means to be employed,
and may employ those means which, in its judgment, are most
advantageous, taking care only that they are not inconsistent with
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the limitations placed upon the general power by the Constitution.
(an re Quarles, 158 U.S. 536. Prigg v. Commonwealth, 16 Pet. 619..
1c04oc, v. Maryland, 4 Wheat. 419.)

The Supreme Court of the United States may not declare inexpe-
dient or unwise an legislation that Congress may enact to protect
the people of the United States.

It is well established that the courts may only determine whether
the means employed by Congress to accomplish the ends sought have
any relation to the powers granted by the Constitution, and if the
measures adopted as the most eligible and appropriate'are adapted
to the end to be accomplished, and are not inconsistent in letter or
spirit with the limitations of the Constitution, the courts cannot
declare them inexpedient or unwise. (Cherokee Nation v. Kansas R.
Co., 135 U.S. 657; Loqan v. U.S., 144 U.S. 283; Mote8 v. U.S., 178
U.S. 462; Wilke v. Dinsman, 7 How. 127.)

The same principle has been applied to all branches of the Gov-
ernment. Their authority to act flows from the Constitution.
They have no power outside otherwise.

It has been held, for instance, uniformly that Congress has the
power "to regulate interstate coramerce by any means which may
be proper, so long as such means are not contrary to some provision
of the Constitution. (I. S. C. v. Brimson, 154 U.S 447; Adam#
Exp. Co. v. Kentucky, 214 U.S. '418; Kansas City, etc., k. Co. v. Kaw
Valley, 233 U.S. 75.)

The CHAIRMAN. I have a statement from the American Petroleum
Institute which will be inserted in the record at this point.

(The statement of the American Petroleum Institute is as follows:)
In Ohio gasoline consumption in 1932 was 126,000,000 gallons less than 1931

of which f13,000,000 gallons occurred after the addition of the 1-cent Federal
tax in June 1932 to the existing 4-cent Ohio tax.

ZEFECT OF PEOPOD THlEE-QUARTER-CENT INCREASE IN FEDERAL GASOLINE TAX

The effect upon your State of the three-quarter-cent increase in the Federal
gasoline tax as provided for in the industrial recovery bill now pending in Congress
will be as follows:

State of Ohio: With three-quarter-cent increase, the total rate of gasoline ta
per gallon in your State will be 5% cents.

Gasoline galloiage taxed in your State in 1932 (figures of United States Bureau
of Public Roads) 856,729,484 gallons.

Net gasoline tax revenue collected in your State in 1982 (figures of United States
Bureau of Public Roads), $34,269,179.

Estimated additional cost per year to motorists of your State of three-quarter
cent per gallon additional gasoline tax (based on 1932 taxed gallonage), $6,425,471.

Estimated total cost per year to motorists of your State of a total Federal
gasoline tax of 1% cents per gallon (based on 1932'taxed gallonage), $14,992,765.

Estimated total cost of additional three quarter cent per gallon gasoline tax
over necessary 15-year amortization period (based on 1932 taxed gallonage),
$97,362,065.

Your State's share of $400,000,000 highway appropriation as allocated to the
States by industrial recovery bill, as amended in House (one fourth according to,
post road mileage, one fourth according to area, and one half according to popula-
tion), $16,644,388.

Amount in excess gasoline taxes to be paid by motorists of your State over and
above amount received for roads, $80,718,000.

(Henry B. Fuller, of Cleveland, Ohio, speaking for Ohio Petroleum Marketers.
Association and Petroleum Industry Committee of Ohio.)
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STATEMENT OF OOGB SkIBLY, DIRECTOR OF THE' RsEARoH
INSTITUTE OF WASHINGTON, D.C.

Mr. SHIDLEY. Mr. Chairman and gentlemen of the Finance Com-
mittee: I am George Shibley, of Washington, D.C. I am an inde-
pendent economist, doing my work through the Research Institute, of
which I am director.

I suggest that the authority of the President in planning for
industrial recovery be broadened in the declaration of policy by
changing lines 3 and 4 on page 2, of Senate bill to read as foijows:

And to provide for the general welfare by promoting the organization of
industry, including agriculture, and their regulation.

Sze. 2 (a). ThePresident may set up a mechanism for regulating the individual
prices of commodities at wholesale, so as to equitably apportion the wholesale
prices among the competing groups in private enterprise In our Republic.

The regulatory control shall consist of self-regulation by the producers of the
Nation operating through a Federal board of producers, under supervision by the
Ihational Government as the President under this act shall provide, a partnership
system.

Szc. 2 (b). The President may set up mechanisms for sef-regulation of industry
and of agriculture, Nation-wide and by districts, separately, under supervision
by the National Government.

In support of these suggestions for added power in the President
to set up mechanism for regulating private enterprise, I point out
that what I am proposing as to Nation-wide mechanisms was recom-
mended to our citizens 4 years ago by President Hoover and 16 other
publicists. It was a report to the public on May 14, 1929, under the
title, "Recent economic changes, I a summary of two volumes of
research data by a hundred social scientists, at a cost of $150,000
contributed by patriotic citizens.

This condensed report is in the daily morning press of May 14,
1929, and the report is on sale by the Superintendent of Documents,
price 5 cents; and an additinal report is 5 cents. Nothing has as yet
been done to carry out that unanimous report by our Republic's
leading industrialists.

The recommendations in that report are in two main directions:
First. That the average height of the commodities at wholesale

be stabilized by the National Government by providing that the
supply of the people's medium of exchange shall day by day be stabi-
lized by the Federal Reserve system by regulating the quantity of the
bank credit and paper currency. Four years ago there had not taken
place the 50 percent deflation in behalf of the creditor class, which
caused the depression.

Second. The recommendation by President Hoover and the 16
-other publicists is also to restore and maintain an equilibrium of
individual prices at wholesale by partnership regulation, namely,
self-regulation of individual prices at wholesale, in connection with
supervision by our National Government, as I am suggesting. The
report of May 14 points out the great need so as to end tle too low
prices in agriculture in bituminous coal, and in textiles. For April
1933 the farmers' relative index was 53, and it should gave been 105.
'The basis of the 5 years before the World War at 100 for the agricul-
turists is too low, as there existed trust prices in industry other than
agriculture.

421
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I summarize by saying that the bill before this'committeei for in-
dustrial recovery, should authorize President Roosevelt to set up a
mechanism for restoring and maintaining an equilibrium of individual
prices at wholesale by the competing groups in our Republic.

And still other additional regulations in private enterprise are
necessary in bringing about industrial recovery, I suggest section
2 (b) as follows:

Szc. 2 (b). The President may set up a mechanism for self-regulation of indus-
try and of agriculture, Nation-wide hud by districts, separately, under super.
vision by the National Government.

In support of this suggestion I herewith append two bills that I have
drafted and I have had them for years; also I point out that Italy has
in successful operation the mechanism which I am proposing. A
description of the Italian system is in a recent issue of the New York
Times, May 14, 1983. In Germany a most successful partnership
regulation between the coal industry, iron and potash industries, and
the National Government, beginning m 1919, is in the Government and
Administration in Germany by Blacley and Oatman, 1928, page
566. In 1928 the German Trade Unionists declared for this system
in private enterprise, thereby ending their support of Marxian
Socialism.

Are there any questions?
My three bills that describe the mechanisms I am suggesting are

as follows:
BILL No. 1

A BILL To found the Federal Board of Producers, for maintaning n equilibrium of Individual prices at
wholeale

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled,

THE MECHANISM

SECTION 1. (a) To provide for an equilibrium between the wholesale prices of
the competing groups of citizens in our Republic, each year in July and from
time to time thereafter, there shall be calculated an equilibrium of the wholesale
prices of the Nation, on the basis of equal rights; that is, an equilibrium between

te groups of producers of commodities, especially between the commodities
which can be multiplied greatly-the output of factories and mines, in contrast
with the output from the soil and water.

(b) The system for gaging these relative prices at wholesale shall be (1) by
self-regulation by the competing groups under the chairmanship of a representa-
tive of the Federal Trade Commission, the mechanism to be termed, "the Federal
Board of Producers"- and (2) supervision by the Federal Trade Commission,
both an initiative and a veto power; (3) a veto power in the policy-determining
branch of the Federal Government as to the decisions by its representatives, the
Commission; and (4) subject to a possible direct submission to the voters, the
ruling power when properly mechanized.

(c) This forthcoming system for the restoration of equal rights for the citizens
in the channels of industry, shall supplement the Nation's antitrust statutes and
case law in connection therewith. The decisions as to national policy by the
Federal Trade Commission shall not be passed upon by the Federal judiciary.

(d) In two additional statutes is provided an improved Federal
trade system and an improved Federal agricultural system.

FEDERAL BOARD OF PRODUCERS

SEC. 2. (a) The Federal board of producers shall consist of repre-
sentatives of the several groups of producers, who shall in a direct
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manner regulate the wholesale prices, in the manner set forth in sec-
tion 1.

(b) There shall be maintained the Federal bureau of prices under
the direction of the Government board herein described, the Federai
board of producers.

(c) Supplementary regulations shall be enacted by the Federal
Trade Commission.

SHORT TITLE

SEc. 3. This act may be cited as "the Federal Board of Producers
Act, 1933."o

Our proposal is that the incoming Roosevelt liberal government
shall enact the substance of the foregoing by incorporating in the Na-
tional industrial recovery act the amendments I have suggested.
Then by order of the President the Federal Trade Commission might
set-up the section on equilibrium of wholesale prices.

BILL No. 2

AN IMPROVED FEDERAL TRADE SYSTEM

A BILL To found an improved Federal Trade System, (or the Nation-wide selfIregulatlon of compet
tion In Interstate and foreign commerce, except in agriculture, banking, and other public utilities, in
connection with Government supervision on the basis of equal rights
Be it enacted by the Senate and House of Representatives of the United States of

America in Congress assembled:

REGULATED TRADE

SECTION 1. For the promotion of regulated trade in wholesale prices in our
Republic, there exists the Federal Trade System, consisting of Nation-wide
self-regulation in interstate and foreign commerce (not including banking and
other public utilities nor agriculture) by the use of trade associations, in connec-
tion with supervision by the Government, operating through the Federal Trade
Commission. This system is developed in the bill for the Federal Board of
Producers and in this bill.

APPROVAL BY CONGRESS

SEC. 2. (a) Each decision as to public policy by the Federal Trade Commis-
sion shall be subject to the approval of the people's elected Senators and Repre-
sentatives who by the Constitution are clothed with jurisdiction to decide the
questions of national policy. lto these officials and to the President, the National
Trade Commission shall mail a copy of each decision as to national policy, and

n request by a committee of either House of Congress, or the written request
of25 percent of the Members of either House, or a request by the President, a
decision by the Federal Trade Commission as to national policy shall be taken
up promptly by Congress and be put to a record vote, the issue to be, "Does the
Senate (or House) sustain the decision by the Federal Trade Commission?" If
the vote shall be that both houses disapprove, the action shall be placed before
the President, and in case of his disapproval of the action by Congress the issue
shall be returned to Congress for the procedure for a vetoed measure.

(b) This right by Congress to call or a vote shall exist during the 40 days of
the session of the two Houses following the date of the reception by the two
Houses of copies mailed by the Commission.

(c) Until the expiration of the time for a request for a vote by Congress, the
verdict by the Commission shall not be enforced except in an emergency, to be
described b the Commission.

SEC. 3. The decisions as to national policy by the Federal Trade Commission
shall not be appealable to the Federal judiciary.

SEC. 4. Congress shall provide a system of Nation-wide advisory referendum,
the mere existence of which will be an effective veto power in the voters except
as to close questions, which ought to be subject to a referendum campaign and
vote, both for the improvement of details in the bills, and as an educational
system.
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FEDERAL TRADE PARLIAMENT

Szc. 5. (a) There is founded the Federal trade parliament, to consist of the
chairmen of the Federal trade boards and an equal number of trained experts
in trade economics, to be elected by the chairmen of the trade boards.
(b) This parliament shall each year elect a chairman and vice chairman, and

shall exist as a legislative body representing the Nation's business interests their
policies adopted except as to marketing, to be subject to a veto power in the
Federal Trade commission and a power of initiative; and its action to be subject
to a veto power in the legislative department of the Federal Government; and
.its action to be subject to an advisory veto power in the voters.

(c) !he members of the parliament shall serve without extra compensation for
their services, but may be employed to perform administrative duties. Their

'expenses while in attendance atthe meetings of the parliament shall be paid by
•he trade system.

(d) The parliament shall provide for its assistants and pay them from the funds
of the trade industry.

(e) The parliament shall report to Congress annually.

FEDERAL TRADE BOARDS

SEc. 6. (a) Subordinate to the Federal trade parliament, and subject to
Government supervision by the Federal Trade Commission, for the public's pro-
tection and the protection of minorities, there shall be founded I'ederal trade
boards, one in each industry, to the extent that commodities enter into interstate
commerce or foreign commerce. Thereafter it shall be unlawful for a trade associ-
ation to operate in two or more States.

(b) Each Federal trade board shall have districts, each to be in two or more
States.

(c) These trade boards and the farm boards provided for in a separate act,
shall be coordinated into federations or other forms of cooperation, so as to best
enable the boards to equitably and inexpensively solve the problems that may
arise, such as the relations between producers and manufacturers.

(d) Each Federul trade board shall report to Congress annually.

POWERS MORN IN DETAIL

SEc. 7. (a) In applying Nation-wide self-regulation in industry other than
agriculture, banking, and other public utilities and in connection with interstate
and foreign commerce, on the basis of e ual rights, thereby to prescribe the
Nation-wide plane of competition, and methods of distribution in business enter-
prises at wholesale, there may be included:

(1) Profit sharing or copartnership between capital and labor, independent
plants, equal rights to raw materials and apportionment of production.
(2) The minimum wage and maximum hours.
3) Other factory or mining regulations, such as cooperative marketing of

the products in an industry.
(4) (a) To regulate the voluntary organizations affecting an industr , such as

the organization of employers and of work people, by requiring the filng with
the board of agreements which take place within the voluntary organizations and
between organizations. Such parts of an agreement as the Federal trade board
accepts without a public hearing shall become operative 40 days after filing:
Provided, that the power of the Federal trade board shall be limited to regulations
affecting interstate or foreign commerce until such time as a constitutional amend-
ment shall authorize the use of Nation-wide regulations in private enterprise
regardless of State lines, as Is now the case under the war power.

(bi) Emergency. In an emergency which shall be described in a regulation
by a voluntary organization, the regulation may be placed in operation subject
to approval of the appropriate Federal trade board.

(c) Procedure. Wherever a regulation by private Interests is not approved
promptly by unanimous vote of a Federal trade board there shall be set a date
for a public hearing, and all of the parties shall be notified, and public notice
shall begiven. 01

(dl) Plenary power. Each Federal trade board is directed to install such
regulations as may in its judgment be helpful in installing and maintaining equal
rights in private enterprise.
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ADMINISTRATIVE DETAILS

Szc. 9. Federal license.-Each Federal trade board shall take out a Federal
license, to be granted by the Federal Trade Commission.

Szc. 10. Fund.-(a) Each Federal trade board because it shall be engages
in self-regulation, shall not be dependent on the National Government for funds,
but shall provide its own funds by taxation of the interests that are being regu-
lated, on the basis of the volume of business.

(b) At the start in each line of regulation the board may borrow funds to the
extent of the anticipated t2 months' income, and later may borrow to the extent
of the previous 12 months' income.

Szc. 11. Reports.-A series of reports shall be issued by each Federal trade
board and by the Federal trade parliament and by the Federal Trade Commis-.
sion. Each series shall include advance sheets for temporary use, and the system,
be sold to the public at cost of paper, press work, postage and binding, plus25 percent.(Beginning here the administrative details are in line with the Federal Trade

Commission Act.)
Sac. 12. Investigations by Federal trade boards.
Sac. 13. Witnesses.
SEC. 14. To conduct researches.
Sze. 15. Intervention.
Sion. 16. Additional procedure.
Sze. 17. Law enforcement-damages.
SEC. 18. Law enforcement-special orders.
Sac. 19. Penalties.
Sac. 20. Definitions.
Szc. 21. Powers.
Sac. 22. Separability of provisions.

SHORT TITLE

Szc. 23. This act may be cited as "The Federal Trade Act of 1983."

AFFIRMATIVE ARGUMENT

In the peaceful revolution that is moving In the direction of regulated private
enterprise, the dominant power is to become the majority of our citizens, to
operate through scientific government-national liberal government, State liberal
government, and municipal liberal government. Such is to become our Federal
system.

BILL No. 3. A PJROPODED IMPROVED FEDERAL AGRICULTURAL SYSTEM

A BILL To found the Improved Federal Agricultural System, for Nation.wide self.regulation of competi-
tion in agriculture In Interstat and foreign commerce, under Government supervision, to Include (1) tho
orderly marketing of crops end caring for temporary sur (2)the lb e imitation of crop boreage13 Isan export bounty where necessary to a In maintaining an equilmbrium of prices between the vo cs.

tion; an (3)to pomot thedeveotrcooperatlve associationsln wholesale anti retail distrIbution
In intertat n oeg omec o h maintenance of competitive retail prices, thus to lower the cost
of living.
Be it enacted by the Senate and House of Representatives of the United States of

America in Congress assembled:

REGULATED AGRICULTURE

SECTION 1. For the founding of regulated agriculture in our Republic there
are hereby established the Federal Agricultural Council and Federal Farm
Boards, in connection with supervision by the Federal Agricultural Commission,
responsible to the President and to Congress, with a veto power in the voters.

FEDERAL AGRICULTURAL COUNCIL

SEC. 2. (a) The Federal Agricultural .Council shall consist of the chairman of
the Federal Farm Boards and an equal number of trained experts in agricultural
economics, to be elected by the chairmen of the farm boards.

(b) This Council shall each year elect a chairman and vice chairman, and shall
exist as a legislative body representing the Nation's agriculturists their policies
ado pted, except as to marketing, to be subject to a veto power in the Federal
Agricultural Commission and a power of initiative; and its action to be subject
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to a veto power in the legislative department of the Federal Government; and
its action to be subject to an advisory veto power in the voters.. (c) The members of the Council shall serve without extra compensation for
their services but may be employed to perform administrative duties. Their
expenses while In attendance at the Council meetings shall be paid by the
agricultural industry.

(d) The Council shall provide for its assistants and pay them from the funds
,of the agricultural industry.

(e)' Tie Council shall report annually to Congress.

FEDERAL AGRICULTURAL COMMISSION

SEL,. 3. (a) The name of the existing Federal Farm Board shall be changed to
Federal Agricultural Commission, and its membership be reduced to three to be
appointed by the President by and with the advice and consent of the Senate.
Appointment shall be made annually. The salary shall be yearly, payable
monthly. The Commission shall be subject to instructions in writing by the
President. (This complies with the decision in 1926 in the Meyers case by the
Supreme Court: 272 U.S. Repts., 52.)

(b) APPROVAL BY CONGRESS

SEC. 4. (a) Each decision as to public policy by the Federal Agricultural Com-
mission. except as to marketing, shall be subject to the approval of the people's
elected Senators and Representatives who by the Constitution are clothed with
jurisdiction to decide the questions of national policy. To them shall be mailed
a copy of each decision by the Federal Agricultural Commission. Upon request
by a committee of either house of Congress, or the written request of 25 percent
of the Members of either house, or a request by the President, a decision by the
Federal Agricultural Commission as to national policy shall be taken up promptly
by Congress and be put to yea and nay vote, the issue to be, " Does the Congress
sustain the decision by the Federal Agricultural Commission?"' If the vote be
that both houses disapprove, the action shall be placed before the President for an
expression of judgment, and in case of disapproval of the action taken by Congress
the issue shall be returned to Congress for the procedure provided for a vetoed
measure.

(b) This right by Congress to call for a vote shall exist during the 40 days
of the session of the two Houses following the date of the reception by the two
Houses of ttie copies mailed by the board.

(c) Until the expiration of the time for a request for a vote by Congress, the
verdict by the commission shall not be enforced except in an emergency, to be
described by the commission.

SEC. 4. 'the decisions as to national policy by the Federal Agricultural Com-
mission shall not be appealable to the Federal Judiciary.

SEC. 5. Congress should provide a system of Nation-wide Advisory Referen-
dum, the mere existence of which will be an effective veto power except as to close
questions, which ought to be subject to a referendum campaign and vote, both
for the improvement of the bill, and as an educational system.

FEDERAL FARM BOARDS

Szc. 6. (a) Subordinate to the Federal Agricultural Council, and subject to
Government supervision by the Federal Agricultural Commission, for the public's
protection, there shall be founded Federal Farm Boards, one in each field along
crop lines, to the extent that a product enters into inter&te commerce or foreign
commerce. The name of each board shall have in it the name of the crop or
group of crops.

(b) Each Federal Farm Board shall have districts, each to be in two or more
States.

(c) These Federal Farm Boards and the Federal Trade Boards shall be coordi-
nated into federations or other forms of cooperation, so as to best enable the
boards to equitably and inexpensively solve the problems that may arise, such as
the relations between producers and manufacturers.

POWERS MORE IN DETAIL

SEc. 7. (a) In applying nation-wide self-regulation of competition in agricul-
ture and in connection with interstate and foreign trade, by the will of the major-
ity of the citizens who are most vitally affected, to include the wage workers in
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the particular lines of crops, on the basis of equal rights to the citizens, thereby
to prescribe the plane of competition in agriculture, by districts in two or more
States, there may be included in the regulations:

(1) Profit-sharing or copartnership between the workers and capital.
2) A minimum wage and maximum hours- together with

(3) Other regulations, such as a combination in an industry of cooperative
and private marketi, , of a product; and

(4) (al) To regulate the voluntary organizations in connection with agricul-
ture, such as wage workers and employers, by requiring the filing with the board
of the agreements within the organizations and pertaining to production or dis-
tribution. Such parts of a regulation as a Federal agricultural board accepts
without a public hearing shall become operative in 40 days after filing: Prodded,
That the power of the Federal agricultural board Ahall be limited to regulations
affecting interstate or foreign commerce until such time as a constitutional
amendment shall authorize the use of nation-wide regulations regardless of State
lines.

(bl) Emergency: In an emergency, which shall be described in a regulation
by a voluntary organization, the regulation may be placed in operation subject
to the approval of the appropriate Federal board.

(ci) Procedure: Wherever a regulation by private interests is not approved
promptly by unanimous vote of the Federal agricultural board, there shall be
set a date for public hearing, and all of the parties be notified, and public notice
shall be given.. (dl) Plenary powers: Each Federal agricultural board is authorized to install
further details for securing notice to it of regulations by private interests affecting
interstate or foreign commerce; and each of sa.d boards is directed to install
such additional regulations as may in its judgment be helpful in installing and
maintaining equal rights in interstate and foreign commerce.

SEc. 8. Father powers: (a) To aid in providing an equilibrium between the
prices of all the groups of producers in private enterprise, the Federal agricultural
council and the Federal farm boards shall use their utmost powers, and are directed
to do whatever is reasonably necessary to include:

(b) Authority to collect from the growers of a product a percentage on the
sales to ay-

(1) Thea cost of advertising to possible consumers the qualities of a product,
or other fact, such as the advantages from purchasing at certain times.

2 The cost of cooperatively carrying over a surplus to another crop year.
3 The cost of experiment, investigation, research or instruction.

14 The cost of construction or acquisition of buildings or other structures or
works or the acquisition of land, livestock, machinery, implements, and equipment
necessary to any of the purposes mentioned in paragraphs (2) and (3).

(5) The cost of grading or other undertaking cooperatively decided upon by
the majority of the producers of any kind of crop.

(c) The acreage in any crop may be limited in our Republic by majority vote
of the producers or their representatives, and become enforceable. Apportion-
ment shall be on the basis of the preceding year, with a right in each grower to
exchange or sell his acreage right. An affirmation or oath may be called for the
penalty for falsity to be as hereinafter prescribed. A referendum vote of the
growers of each crop may be ordered by an agricultural board or by the Govern-
ment commission, decision to be by a majority of the acreage that is voted.

(d) To meet promptly the cost of storage facilities for the spread of cooperative
marketing of agricultural products there shall be-

(e) For the maintenance of an equilibrium of prices at wholesale in 1932-33
between the competing groups in private enterprise, on the basis that the work
people shall be accorded equal rights, hereby there is appropriated for possible
use as export debentures the sum of $250,000,000. The Federal agricultural
commission shall administer the fund.

(f) (a) To lower the cost of living and to help raise the prices to the producers;
there shall be promoted by the Federal farm boards, and by the Federal trade
boards, and by the Federal agricultural council and the Federal trade parliament
and by government commissions with supervisory powers, the founding and
maintenance of cooperative wholesale and retail marketing in interstate and for-
eign commerce, to include the right to both buy and sell, on the basis of equal
rights with the business units.

(b) The Federal agricultural system shall jointly frame for the various branched
of cooperative marketing ideal models, to include uniform accounting.
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ADMINISTRATIVE DETAILS

Sections 9 to 22, inclusive, are similar to the administrative details in the
preceding bill, (bill no. 5) for an improved Federal trade system.

SHORT TITLE

Sac. 23. This act may be cited as the "Federal Agricultural Act."

AFFIRMATZVE ARGUMENT

The three foregoing bills set forth a workable plan for partnership between
industry (including agriculture) and the Roosevelt liberal government, to the
end that there shall come forth regulated private enterprise. I am now proposing
to incorporate in the bill for national industrial recovery the amendments I am
proposing, so that the President by Executive order may direct first, that the
Pectral Trade Commission shall set up the section on equilibrium of wholesale
priJes; the section for regulation of industry; second, that the Federal Farm

ar shall set up the section for regulation of agriculture.

The CHAIRMAN. I have a letter and statement from J. Briskman
110 West Forty-second street, New York City, which will be inserted
in the record at this point.

(The letter referred to is as follows:)
MAY 29, 1933.

Hon. PAT HARRISON,

Chairman of the Finance Committee,
Senate Office Building, Washington, D. C.

My DEAR SENATon HARRIsON: I desire to appear at the hearing of the indus-
trial bill to prevent you, as chairman, and all other Democratic members of
your committee from a great injustice that you will be indirectly forced to.
commit by making our present Government beconte a partner of every business
and impose additional taxes upon our depressed people.

Will present certain information which will convione you that the main theo-
ries of the industrial bill were designed by loyal Republicans, who know very
well that the partnership business is a joke and this relief is just a drop in the
bucket, and that 10 times said amount will not put to work even 5 percent of
the unemployed created by their economy bill. They are also aware that these
additional taxes will be like pouring oil on a fire, with about 50,000,000 of our
people in greater want than before for food, clothing, and shelter.

The facts and data gathered during the last 10 weeks interviewing secretaries
of all 10 departments, indicates that in addition to this industrial bill, the theories
and devices injected into the economy and farm bills were designed by loyal
Republicans and many have been approved by their predecessors before it reached
the advisors for presentation to our President and Congress, for legislation for
one single purpose; namely, to give our people a lesson to remember at least
20 years the mistake they made at the last election.

Will also present facts and data that will convince you that this mortgage-
certificate plan (pamphlet inclosed) will create many billions of dollars of addi-
tional taxes and will put to work all our unemployed, creating prosperity for a
period of 14 to 20 years, under the present administration and without any
obligation or investment of the Government or the people as the entire expendi-
ture of about 350 to 400 million dollars will be financed by the Commodity
Mortgage Corporation and repaid in the end by the natural resources.

All it requires in thjo backing of legislation as specified on the last page of the
proposed bill before Congress adjourns and two months thereafter if my state-
ments prove correct to put said plan in operation as the cure, otherwise to be
vetoed by our President.

I will be ready to appear before you immediately upon hearing from you.

STATEMENT OF J. BRISKMAN, NEW YORK, N.Y.

Mr. BRISKMAN. Proposed bill, 1933, allowing the people through-
out the country to work and earn sufficient purchasing power to
provide plenty of food, clothing, and shelter for their dependents
Without charity.
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By allowing the poor people to make use of our mortgage credit
system, same as the rich people havimg it, for the last hundred years.

And for the main purpose of placing $100 purchasing power in the
hands of every eligible person of about 80,000,000 people in the United
States which will accomplish the following:

1. Will consume all Government surplus of commodities accumu-
lated for the last 4 years at wholesale and retail stores.

2. The requirement of new commodities will start the wheels of
industry in every village, town and city.

3. All of our unemployed will be offered all kinds of inducements
to return to their jobs at the 1929 wage scale as it will be an imme-
diate necessity to reproduce and replace all t&at was consumed.

4. The starting with this mortgage certificate from the Foots in-
-stead of the branches. Said turnover of about $144,000,000,000 in
commodities will create large business and in turn, a large tax yield
to our Government from each and every industry separately, until
it reaches the consumer, starting with riculture. Foundries,
manufacturers, retail stores, amusements, mils, sales agents, hotels,
wholesalers, railroads, restaurants, and so forth.

5. The tax income will be so large that it will put our administration
at leisure to create such legislation, starting where we left off in 1929,
and leading to higher and better standards of living instead of going
lower.

6. Our present administration will be a leisure and pleiwed to
appropriate a few billion dollars for our War and Navy Departments,
to build immediately up-to-date war machinery for the following two
purposes: To supply thousands of our people with employment and
to command respect and peace from the European Nations that may
become hostile overnight.

7. To appropriate sufficient funds for the Interior Department for
building and improving Government projects so they can supply
more employment and create additional purchasing power.

8. To appropriate sufficient funds for our Justice Department for
the purpose of raising the salary of all our judges and their employees,
thus creating more efficiency than by cutting it and will afford our
judges a better standard of living, also creating more purchasing
power.

9. It will also be of great benefit to the other four Departments, as
State Commerce, Treasury, and Agriculture, to abandon their present
six bills already enacted, devised by their chief advisors, consisting of
doctors and professors with a life of experience good for college and
university teaching and not for such four Departments of such vital
importance to thelife of our entire Nation.

10. Our present administration with a large income from taxes will
be pleased to help create immediate prosperity throughout the
country, by the adoption of the following amendments:

Banking law: To help all small banks to open their doors, saving
their depositors, which will create billions of dollars purchasing
power.

Economy law: All Government branches to add more departments,
creating additional employment, raising the pay of all their officials
and employees creating more purchasing power.

Farm bill: Extension of payment of principle of their mortgages at
the legal interest for 1 year, with a small loan by the mortgage

1762 - a-----
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companies on their 4-month papers, with a provision of 2 renewals
of 75 percent (if requested). This will give them the necessary start,
as the proceeds for their natural resources will make them the wealth-
iest people and the largest taxpayers in this country, after the first
year.

Forest bill: To veto by our President. This will cure all the ill
feeling created with about 10,000,000 people against our present
administration, consisting of parents and sympathizers of the 250,000
men to be taken away from their families and drafting them thousands
of miles from their homes, somewhere in the forests to work at $1 per
day. These men will never do the work unless forced to, as they are
not accustomed to it. They will be able to find plenty of work at
their own lines and at their home towns among their own friends.

11. All of our agriculture, railroads, mortgage companies, bankers,
builders, and constikaction workers will start operating their own lines
of business on a profitable basis and instead of borrowing from our
Government to retire from the borrowing business and becoming
indirectly a usurious money-lender, as provided in the present 2
farm bills and be compelled to withdraw acreages and curtail soil
products as provided on page 6 of the farm bill for which about
50,000,000 of our people throughout the United States are still waiting
and are now in greater need for than before, namely, food, clothing,
and shelter.

This purchasing power and the starting from the roots instead of
the branches wil[ create prosperity for all of our people, including
the poor people and the workers. Every home throughout thecountry, evey treasury of our local and Federal Government will
enjoy prosperity, which I estimate should last at least 7 to 21 years,
without costing a single dime to either our Government or the people,
as the entire expenditures of about 350 to 500 million dollars will be
subscribed direct by the people and repaid on or after the first year,
by and with our natural resources in the following manner:

The Commodity Mortgage Corporation under the laws of the State
of Delaware, with about 24 directors and officers, all practical inds.
trious business leaders, one of each industry, chosen from the people,
the entire undertaking will be under the control of the United States
Treasury. The proceeds from the sale of stamps to pay for said
mortgage certificate, will be delivered into the Treasury daily, by the
district managers with a surety bond, accepted and approved by the
United States Treasury. The United States Treasury will guarantee
the payment of these mortgage certificates after the funds will be at
the Treasury, waiting for a few months before this certificate matures
and is due for redemption.

The raising of the first working capital will be followed on the same
procedure as our railroad companies, Reconstruction Finance Cor-
poration or the National Commodity Corporation, manipulated by
Mortimer F. Buckner, with the exception of instead o fusing the
people's funds through the Government, as tley, we will raise the
funds from the people direct, each person whether he is a Senator,
banker or laborer, will have the same uniform privilege of subscribing
to a block of preferred stock of $100 par, from 1 to 100 shares at $86
per share, redeeming on or after the end of 1 year at par from the in-
come of $1 legal consideration, and the 4 percent. Also a uniform
dividend from the profits (if any) to every stockholder or unredeemed
stock by the end of the year.
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Said corporation will require about 1,000 leaders to act as district
managers under a surety bond, approved and accepted by the United
States Treasury Department. It will give employment to about
50,000 people and at the 1929 wage scale, and in addition will supply
work to thousands of people to print these mortgage certificates,
stamps, stationery, office supplies, also the rental of offices with a
total expenditure of about 350 to 400 million dollars, all of wiich will
be paid at the end by our natural resources and in the meantime, create
that much more purchasing power.

This entire pro ject will only last about I year.
I personally will be in control and manage said undertaking from

the beginning until the end, because I estimate that thousands of
money lenders will spend hundreds of millions of dollars to make a
monkey of this mortgage-certificate plan, before the legislation stated
below is enacted, or during the 1 year existence and operation of the
undertaking by said commodity-mortgage corporation.

LEGISLATION REQUIRED

1. For consideration of $1 every person 16 years of age or over,
throughout the United States, shall be entitled to purchase from the
Commodity Mortgage Corporation a book of 23 commodity mortgage
certificates amounting to $105, negotiable in 10 installments during a
period of about 5 months.

2. The acceptance of said certificates at par.
3. The United States Treasury is to receive the daily net proceeds

realized from the sale of stamps from the district managers of the
Commodity Mortgage Corporation duly approved by the United
States Treasury for the purpose of paying certificates at maturity
when presented for redemption.

4. Seller and employer are to purchase from said district managers
the necessary stamps to sell to purchasers and they must also see
that the stamps are duly attached and canceled with the puncher
provided.

5. Amending the present general law (if necessary) holding liable
any person counterfeiting the stamps or certificates.

RE UNEMPLOYMENT-AGRICULTURE MORTGAGE SITUATION

This mortgage certificate is like mortgages used for the last century
by the rich people. If is self-liquidating, limited to 26 turn-overs in
small denominations, extending in uniform use to all classes including
the poor people.

And for the main purpose of placing $100 purchasing power in the
hands of every eligible person numbering about 80,000 000 people in
the United States, which will return all our unemployed to their jobs
immediately and enable the farmers, railroads, Government and all
other industries to pay and reduce their funded debts.

The study of the plan, certificate and all other information here
attached, especially the facts, indicate the vital necessity of the
immediate adoption of this plan. This will allow a breathing spell
to the entire Nation for at least 1 year. It will also create new wealth
of about one hundred forty-four billions of dollars, none of which
will be subject to new loans at additional interest accumulations.
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With the revenue and taxes of big business turnovers, our President
will be pleased to create new departments for the purpose of increasing
employment; to raise the pay of all Government officials, judges, and
all other employees to create more purchasing power.

Moreover, the present natural ill feeling toward us existing in
debtor countries would be quickly eliminated for with this plan in
operation, our Government could then arrive at a favorable adjust-
ment of our foreign debts, which in turn would create new markets
for our commodities.

Your personal opinion on this plan as a leader of industry will be
greatly appreciated.

I would appreciate if you would note below any suggestions or
criticisms that you might have to offer. These I will attempt to
answer immediately after the frmal hearing.

(The following brief was submitted by Mr.-Larry Conant, economic
engineer, with Dr. H. C. Dickinson, president of the Society of
Automotive Engineers, collaborating.)

In its present form, the Industrial Recovery Act will not work.
Such a statement, of course, requires both definition and proof. When we

say this act will not work as written, we mean it will not effectuate the policy set-
forth in the title with sufficient celerity to assure us prompt, satisfactory recovery.

Conservative estimates of possible increases in purchasing power and employ-
ment under the act as now written over the next 6 months do not run above 10
percent. This figure appears to us high rather than low. To'stage a certain
and truly satisfactory recovery within 2 years an increase of at least 27 percent
during the first year would be highly desirable. (See brief by Mr. Dickinson.)
While the difference between these two figures may not at first sight appear great,
its significance both nationally and internationally is difficult to overestimate.
One may spell ultimately gratifying world-wide recovery, the other long drawn
out continuance of present pitiable conditions, both in this country and abroad.

To avoid argument, however, let us say that the above estimate of 10 percent
improvement in 6 months under the act as now written is not too high. If the
assurance of achieving results even as satisfactory as these can in any way be
definitely improved, there should be few legislators, no matter what their political
inclinations, who would object to seeing the act thus amended.

The reason why the act as written will not become more immediately and
completely operative has an important bearing on these proposals. The most
important of these reasons are:

(1) The possible relaxation of the antitrust laws alone is not in itself, in all
cases, a sufficiently powerful incentive to make certain that a very large number
of associations will Immediately and/or voluntarily adopt codes otherwise tem.
porarily, at least more or less disadvantageous to their interests.

(2) Deflation As already proceeded so far, and both purchasing power and
hours of employment have fallen so low, that if codes are actually to effectuate
the policy of the title they must be far more drastic than most industrial leaders
yet realize. The administrator, therefore, will find himself between Scylla and
Charybdis. Unless drastically shorter work weeks, of 20 to 25 hours per week,
and startlingly higher minimum wages, are inflicted on those willing to come into
the controlled circle, little of real consequence will be accomplished to reduce
unemployment, as pointed out above. The difficulty of getting any very large
percentage of Industries or trades to adopt such drastic codes under the act as now
written can well be imagined.

Despite the recent radical changes in economic thought, which have come about
in the last few months, the principle reiterated in Russell Conwell's "Acres of
Diamonds" remains unaltered. In seeking some means, therefore, to make this
Industrial Recovery Act more promptly and surely effective, we need not be too
greatly surprised if we find that the catalyst we choose may of itself possess certain

inherentlyy valuable characteristics. The first proposal has, in fact, been deduced
from the recovery plan of Dr. H. C. Dickinson, president of the Society of Auto.
motive Engineers, which plan in itself is considered by many to possess many
outstanding advantages. We wish to make clear the fact that the fortunate
combination resulting from combining several of Dr. Dickinson's proposals with
the Industrial Recovery Act, arose from an understanding of a real need for
something of this sort in the act itself.
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The first provision we recommend is: The President should be authorized to
purchase on behalf of the Government a limited amount of the products of those
industries and trades which operate under sanctioned codes.

To visualize clearly a few of the far-reaching effects of this proposal, we need
only to place ourselves in the position, for example, of a small hosler manu-
facturer located as many are, in a small town, let us say in North (Carolina.
Time, 6 days hence. A fairly vigorous code has been agreed upon by the textile
industry and will be placed in immediate operation as soon as the purchasing
program by the Federal purchasing agents has been completed for all those
companies which have agreed to comply with this code. The Federal agent is
with us today. He will do half of his buying now and assuming that we behave
ourselves in the meantime, the order willbe duplicated at our own request any
time after the first oiler has been satisfactorily filled. The agent is not too hard
boiled-just pleasantly- firm with respect to prices which appear out of line.
He points out jocosely that we will want to buy the goods back sooner or later
ourselves at the same price, anyhow; that prices are bound to rise, and that
therefore we are certain of a nice little profit on the deal. Together we decided
which lines of merchandise should be most marketable a few months or possibly
a year hence, when prices have advanced and the labor situation is actually in
hand. The agent leaves us with the comfortable "after-dinner feeling" in the
shape of a back-log order backed by the credit of the United States Government
for two solid weeks of work, with a promise of duplication later "when needed."
Not such a nasty old Industrial Recovery Act after all. One immediate hurrah
for President Roosevelt, with several more hurrahs reserved if the plan works
out O.K. in the long run as it will.

The proof of any pudding is in the eating. We have all tasted of this pudding
before, and it was good. Ior example we did so when the World War started in
1914 and 1915. True, the concoction of those and later years left a bad taste in
our mouths, which arose from the uncollectable foreign debts. But even though
we "lost our shirt" through bad credit risks, the prosperity pudding was mighty
good at that time.

Which brings up, by the wa, the question: What will the manufacturers do
with the goods after they have been O.K.'d by the Federal inspectors, and imme-
diately paid for. If the manufacturer has ample storage space, as some have,
they need not be removed from the plant; if he has not warehousing is the
logical answer. Notice, however, that so far as the bad-debt question for the
manufacturer is concerned, there isn't any. Some obsolescence will of course
result, but with the tremendous increase in purchasing power resulting from the
combined effect of "war activity" plus the effect of the Industrial Control Act,
the sale of all available products within a reasonable time is practically assured.

Now for your second question: Won't prices be held down by all these stored
goods, just as the prices of wheat were affected by Government oversupply?
Answer the question any way you like, the answer is still not unfavorable to the
plan. The real answer is: No, they will not. The storing of wheat did not
materially add to the purchasing power of the masses; and if it had, they wouldn't
have purchased much more wheat. In the case of automobiles, for instance-
well, can you imagine giving a million men increased wages and assurance of
steady employment over the next 6 months or year without stimulating automo-
bile buying just a little, tiny bit. 1)

But will this plan in itself really increase purchasing power? It did in 1914
and 1916; should do it again. Remember, the primary purpose for suggesting
the use of this plan at this time is to induce as nearly 100 percent of industry as
possible to come in immediately under the code plan of the Industrial Recovery
Act, with fairly high minimum wages (if you will) and reasonably few working
hours per week. If the Industrial Recovery Act won't reduce unemployment,
increase national income, and build up the purchasing power of workers with
this provision for Federal purchasing of goods added, it surely won't without it.

Now for your next question wich you think is going to be damaging, but which
isn't. How much will it cost?

Again let's depend upon actual experience, rather than economic theory.
How much did it cost in 1914-15 and thereafter? About $9 000,000,000 of bad
debts, is I believe somewhere near the actual figure (a few billion plus or minus
makes little difference). Will it cost that much this time? No; but let's face
squarely the fact that if it did, it would be worth every cent of this cost to bring
back national recovery quickly. As a matter of fact, this time it should cost us
less than nothing, even figuring that the Government 3 or 4 years hence might
have to give away or confiscate a considerable amount of obsolete merchandise.
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Why will it cost les than nothing? Because of the tremendous significance of
the element of time. A billion dollars' worth of confidence In the future of the
United States and of the world right now will produce-actually, not just theoreti-
cally-far more than $2 000,000,000 worth of capital, calculated on the basis of
income (the only sensible way to calculate it) 2 or 8 years from now, when our
national income has been put back to its 1929 level or above. Also, it might be
added, that doing this-that is, swinging our tremendous industrial machine
back into operation-is the only possible way of getting our surplus labor situa-
tion under control, and thereby by (possibly) realizing at least a few billions from
our bad debts hanging over from the war period. And every million dollars thus
"saved" to American labor would have to be deducted from any obsolescence
cost incurred.

But you naturally Insist on knowing approximately at least how much the cost
of this program would add to the $3,800,000,000 provided by the act in its present
form, and also you wish to know how this additional capital could be raised-or
at least serviced. The second question Is perhaps more easily answered than the
first. As a postulate of budget balancing, we may certainly set forth that it is
relatively easy to balance budgets with wages and prices mounting, and prac.
tically impossible to do with both dropping. Since the proposal above made
(i.e., purchasing merchandise fori the account and risk of the Federal Govern.
ment) in connection with other features of the Industrial Recovery Act assures
that prices and wages will rise, it should not be in the least difficult to tap In
on this rise at one point or another and rather quickly amortize the additional
debt which must temporarily be set up. Two possible plans are here merely
suggested, it being beyond the scope of this brief to cover these proposals in
detail:

Financing plan no. 1: Taxing the rise in security values which is bound to
accomftany industrial recovery. This plan is mentioned first because of its
probable stabilizing effect over a period of time. Had 5 percent or 10 percent
of the unearned increment accruing in security values been redistributed in one
way or another to working classes in 1927-28 and 1929 there might have been
a different tale to tell today. Listed security values have already risen $ -.

since March 4. Assuming that they will experience a further rise of $-'
before our national income is doubled, (apparently a reasonable assumption) a
tax of - percent on this increase in value would furnish more than the $500,000,-
000 to 2 billions necessary entirely to retire the short-term bonds which might
be used to finance the purchase of merchandise immediately by the Government.

Financing plan no. 2: Taxing the rise in real-estaf-values. Principles are not
dissimilar from those covered for financing plan no. 1. o

STATEMENT OF DR. H. 0. DICKINSON, PRESIDENT SOCIETY OF
AUTOMOTIVE ENGINEERS, INC.

Dr. DICKINSON. In 1914 the world went to war. We were then
in a period of what was called a depression. Not only the United
States but the world in general had suffered a moderate business
recession and there was prospect of its becoming worse. In the
United States, at least, when war was declared a wave of prosperity
ensued. By prosperity we mean a rise in the general scale of living,
in the ease of finding employment, and in general trade or business.
People certainly are prosperous when they have a maximum of goods
and services for their use. People "made money" and spent it,
were cheerful, well fed, and hopefid.

This is a paradox which may throw some light on our present situ-
ation. What underlying economic acts had so profound an effect on
the immediate prosperity of the nations not then at war?

The first obvious fact was that some one began to spend money.
Let us analyze just how this came about. The nations at war needed
munitions and supplies so they came to us to buy. We accommodated

I Figures not available at time of going to prm.
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them, sending abroad goods of all sorts in great quantity, receiving
in turn a little gold and a vast amount of paper promising to pay
money or the equivalent in the future.

The gold which we received was of course, useful as a basis for the
increased currency which was need but the amount was small and
we should have had little difficulty, or none, if there had been no gold
at all. We have much more gold now and it obviously does not
afford us prosperity. The gold itself, therefore, was not an essential
element in the rise of prosperity in 1914-15.

The goods which we sent abroad to feed the armies of Europe or
to be exploded in hostile trenches were of no use to the people of the
United States. These things were completely lost to us. Even
worse thai that, we worked hard night and day in some cases to make
in a feverish hurry things which we did not use.

Obviously therefore, the goods which we made and sent abroad
did not of themselves promote immediate prosperity in the United
States.

The foreign credits which we received in return for most of the goods
were partly used to buy for ourselves other goods from other countries,
but mainly they were put in banks as credits based on the ability of
the rest ofthe world to pay interest apd principal at some time later.

So far as these receipts were expended for goods and services from
other nations they represented only ordinary foreign trade. It is
only a matter of convenience, so to speak, whether we make certain
things and use them ourselves or exchange them for other things which
we prefer in their places. This we always can do at will so that in-
creased foreign trade in the exchange of goods did not of itself result
in prosperity.

The foreign credits which were kept in the country long since have
been mostly canceled. At best they have never been of much 'eal
value to the Nation and whatever their value the did not in 1914
and 1915 contribute directly anything which the people of the
United States could eat or wear or use. They did not therefore
directly bring about prosperity, other than through their use as
credits.

It is clear, therefore, that neither the little gold which we received
nor the vast amount of goods which we sent abroad, nor the smali
amount of goods which we traded with others, nor the paper which we
received for the goods sent abroad was the immediate source of
prheatiten did produce the wave of prosperity? And can we have

it again without war?
The outstanding fact is that men went to work to produce inore

goods and services. They produced so much more of both that we
sent abroad a vast amount and still had more than before for our cwn
use at home. There was a good market for all we had to spare.

Prosperijty, in fact, requires only a (1) sufficient market, (2) pro-
ductive capacity to supply that market, and (3) credit to permit
purchasers and producers to transact business.

Why should we need a war to supply these things? All the elements
except credit are present in the United States today. How about
credit?

The average annual net income in the United States for the years
1920-29, in 1932 dollars, was about $450 per person; the present
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income is $300 or less. This is a deficit of $150 per person as com-
pared, not with dollar incomes, but with cost-of-living incomes aver-
aged between 1920 and 1929; a deficit in annual incomes of the Nation
of about 20 billion dollars expressed in goods and services. In dollars
the deficit is much more. In addition to this, property has been
depreciating for 3 years and must be renewed. It is safe to say that
there is an urgent market for 25 to 30 billion dollars' worth of goods
and services in the United States within the next year to bring us
back to normal incomes. No such market existed in 1914-15; even
for war materials.

This market, however, is at home, not abroad. The people of the
United States will be both the producers and the consumers. There-
fore we have the market a greater immediate market than ever existed
before perhaps in the history of the world.

As for men and machinery, there is no need for furtllr analysis.
We have some 18 million men, many of them actually starving for
work. We have the factories, railroads, roads, and industrial set-up.
Moreover, in 1914-15 we were called upon to make machine guns,
shells, and aircraft engines. Things for which we had no factories
ready. The present market, however, is for shoes and shirts, for
meat and potatoes, for automobiles and harrows, and for services and
entertainment, schools and research all of the things which we are
all set to supply. We have the productive capacity.

As for credit, the only other factor, what is wrong?
Clearly at a time like this when confidence is lacking and there is

no assurance that any one factory or store can stem the tide of defla-
tion, credit cannot be extended with safety, to individuals. In fact
it is certain that no one firm can prosper by itself. The best that
any one firm can do is to reduce its costs, discharge its surplus men,
and try to make a profit. The process of doing this results with cer-
tainty in a decrease of net annual income somewhere about four and
three tenths times the sum saved by reduction of staff. This figure
comes frgm a simple analysis of the facts of the past few years. It
contains no guesses or opinions. This process followed at the same
time by all the country accounts for tWe falling income. Credit can-
not be extended to individuals so long as this condition holds. Yet
the condijon must continue until credit is extended. A vicious
circle, how cen we break it?

Statistics of income, employment, and bank turnover

1929 190 1931 1932

I/ People unemployed (millions) ..................... .. 1. 6 4.8 8.2 11.0.
Peo lp loyed- (millons): : . . . . ........... 47.0 44.5 41.4 3. 9
National icome (billions.. .. .................... 85.2 70.7 82.7 37.2

s National Income per em reoyed (dollars) .. ls.............. 1,813 81,.0 i 2#3 956
Loss In national income from precedin yo r (biions) ...... .......... 1,5 18,0 15.5
Loss in national income from preceding year per worker

added to unemployed (dollars) ................................. 4,531 5,294 5.536
(g) Loss in national income per worker added to unemployeid

in percent of worker loss ............................................. 20 333 434
(A) Rate of turnover of bank deposits (times) ................... 45 31 23 1

Sources: (e) Based on U.S. Bureau of Labor Statistics Index numbers applied to U.S. Census Bureau's
mid-year estimates of population, and to an estimated constant 40 percent of the ttal population as having

b)ful locations; W derived from above calculations; () figures for 1929-31 from national Industrianfor 1932 estimated by Alexander amilton Institute and published by National
Industrial Conference Board pending the development of their own figure; (e), (.), and (W) derived directly
from foregoing statistis; (h) based on data furnished in chart on p. 5 of Federal Reserve Bulletin for Jantit-
ary 1933. Figure of 14 times used in text is merely an extension of these datainto 1933.
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In 1914-15, credit could not have been extended to individuals
abroad, but national governments asked for it. There is no other
alternative today in the United States. The National Government
must ask for credit to supply the third essential to prosperity. The
Government must put men to work producing goods and services to
supply the market which exists in the United States. It is much less
diffcult to put men to work at their old jobs in the existing factories
and on existing farms to make the same old products for our own use,
than it was in 1915 to put men to work at new jobs building and oper-
ating new factories to make new and unfamiliar products for someone
else to use outside the United States. All that is needed is to order
made a few billion dollars' worth of useful goods, pay for them in
advance with credit, and before the goods are finished the people
who made them will be around to buy the goods. In fact, if we put
a million men to work tomorrow producing something, it is certain
that two or three million more men will go to work automatically in
the next few months to supply themselves with other products.
These, too, will be in the market for the Government's new supply of
useful goods. This factor of 4 to 1 has dogged unemployment on the
way down. It also will lead the way up if trade is once started.

Now how about security?
Credit always must have some sort of a foundation.
In 1914 the Nations of Europe came to the United States for credit.

They wanted modern guns and shells, and automobiles and gasoline
with which not to produce wealth but to destroy it. They promised,
however, topay the bill at some future time. We extended the credit
took the promises and sent along the goods in due course. They badly
needed the munitions but time has shown how good was the security
back of the credits. We didn't know then and most of us don't know
yet that we could not have accepted repayment of these loans without
disaster to ourselves, ev&%.if the debtor could have paid them. But
the fact is that they were not paid and mostly never will be.

So much for the security on which the United States extended
credit jn 1914-15 and thereby had prosperity.

What security does the United States offer at present for a pros-
perity loan to supply our own market with our own home products?

The United States has about five billions in gold, a few hundred
billions (whatever the current price) in capital, a present annual net
income of about $40,000,000,000, a market which when supplied
will yield an added net annual.income of from $20,000,000,000 up to
perhaps twice that amount. A prospective increase in the real
value of capital, above its current price (due to increased earnings),
of $100,000,000,000 or much more and finally a little item of replace-
ment for the past three years of depression which may be anywhere
from $5,000,000,000 to $15,000,000,000. Never before in the history
of the world was there such an array of existing and procurable assets,
and by procurable I mean certainly so. The total figure is too
staggering to grasp. Over against this we need a small credit.
Some estimates have gone as high as $5,000,000,000 needed to start
arvrecovery through putting men to work.

There are two unique facts about this transaction which seem to
have been missed by about all those who have discussed the problem.
One is that the United States Government has complete authority
to collect the funds to liquidate credits. Creditors need not risk the
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uncertainties of any foreign government. If the banks do not wish
to extend the credit, the people would buy re over bonds as readily
as Liberty bonds, and the bondholders would be the voters, so they
would assure their own payments.

The other even more pertinent fact is that neither the credits
nor the money spent can get Nway. The entire transaction will be
handled within the United States. If even $10,000,000,000 were
distributed in the United States, it is still in the United States; it
can not get away from here. Therefore, at worst, the Government,
with its taxing power could get it back again.

But who ever saw a financier who would not loan $5,000,000,000
on a $300,000,000,000 security which could not get away nor in
fact do anything but increase in value provided he made the loan.

Suppose today we borrowed 2 billions or so on recovery bonds,
spent the money for products to be used by the people at home who
want to buy them.

This 2 billion dollars would buy 10 percent of all the prospective
year's products which are not being bought by the Nation now, on
account of reduced national income. We could buy this 10 percent
of the deficit in output by offering to purchase from any and all pro-
ducers, at current prices, an amount of their products equal to 10
percent of the excess of 1928-29 sales in the United States over their
present domestic sales. This should be done, on condition that the
purchase prices goes into increased pay rolls or purchases of supplies.
As has been shown, the net national income would increase by about
four times the amount expended for increased employment. This
would provide much more than a market for the goods then held by
the Government, and prices would rise. The goods then would be
resold to the producer at the same price and he could make a profit
on them. The original sum could then be reinvested in another 10
percent of the output next month, keeping up the process, using the
$2 WJ0,000,000 as a revolving fund.

F) this means the 2 billions would be returned to the Treasury,
the bonds paid off, business would be restored, and we should prosper
at no expense.

No single industry can do this alone because there is no certainty
of a market but there is certainty of a national market if even halt
the industries are included and national action can accomplish the
result with certainty. 1 .
* The detailed administration of a program like this would be vastly

simpler, easier, and less costly than the war'program of 1917 and
would assure national prosperity. It could be administered by the
agencies set up in this fill._

When new funds are put in circulation as here provided three
things may happen; (a) They may remain in circulation through
purchases of goods and services, (b) they may be invested, or (c) they
may be hoarded.

lf they remain in circulation both commodity prices and the
volume of business will increase and the total amount will be promptly
returned to the Treasury through the resale of the goods purchased.

If there is an increased demand for investment the price of securities
will rise and the initial loan can be recovered by a levy on the increase
in value of securities.
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If the recovery process is sufficiently to reverse the trend toward
further une mloyment, and employment wages and prices begin to
rise there will be no more hoarding, and in fact a large amount of
hoarded money will be put into circulation.

This process if undertaken promptly on the scale here suggested,
would inevitably lead to a truly enormous national profit.

In the 2 years' time this should amount to (a) an increase in net
national income of some $50,000 000,000 in terms of present prices,
(b) possibly a like amount througK increase in the general price level,
and (c) an increase of not less than $100,000,000,000 in the real value
of the capital of the country based on increased earnings.

In most of the discussions of schemes for recovery it has been
assumed that the process was going to cost somebody something. If
properly handled it should cost no one anything and yield a profit to
everyone equivalent to at least an average of $1,000 per person
throughout the United States in the next 2 years.

The CHAIRMAN. This closes the hearing on this bill and the com-
mittee will meet, at the call of the chairman, which may b9 this
afternoon, to go into executive session. /

(Whereupon, at 11:20 a.m., the hearings were closed.)


