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By l\Ir. SP ARK.MAN: A bill_ (H. R. 7892) granting an in

crease of pension to James Robins; to the Committee on Invalid 
Pensions. 

By l\Ir. TAVENNER: A bill (H. R. 7893) for the relief of 
Francis H. CollI).c11y; to the Committee on Military Affairs. 

PETITIONS, ETC. 
Un<ler clause 1 of Rule :XXII, petitions and papers were laid 

on the Clerk's desk and referred as follows: 
By l\I.r. ESCH: Petition of the Wisconsin State Federation of 

Labor, Milwaukee, Wis., protesting against the passage of the 
workmen's compensation bill (S. 959) ; to the Committee on 
the Judiciary: 

Also, petition of Chamber of Commerce of the city of l\!il
waukee, Wis., favoring the passage of legislation for an im
mediate reform in the national banking system of the United 
States; to the Committee on Banking and Currency. 

.Also, petition of the Traffic Club of New York, New York, 
N. Y., favoring the passage · of legislation making an appro
priation for the maintenance of the Commerce Court ; to the 
Committee on Interstate and Foreign Commerce. 

By Mr. LINDQUIST: Petition of citizens of the eleventh 
congressional district of l\lichigan fa ·rnring the passage of House 
bill G308, compelling concern.::i selling goods direct to the con
sumer by mail to contribute their portion of the funds for the 
development of the local community, county, and State; to the 
Committee on Inter~tate and Foreign Commerce. 

By Mr. LO BECK: Petition of Overland Lodge, No. 5, Switch
men's Union of North America, Omaha, Nebr., protesting against 
the passage of the employees' compensation act ( S. 959) ; to the 
Committee on the Judiciary. 

Also, petition of the Democratic central committee of Ouming 
County, Nebr., protesting against the passage of the proposed 
legislation known as the Glass-Owen bill ; to the Committee on 
Ilanki.ng and Currency. 

SENATE. 
Mo1n>AY, September 1, 1913. 

There being no objection, the paper was referred to the 
Committee on Foreign Relations and orde1'ed to be printed in 
t4e RECORD, as follows: 
Hon. MORRIS SHEPPARD, 

United States Senator from Te:ras. 
SIR: According to yom· request, I . have the honor to submit this 

report of my personal experiences and observations in Mexico. The 
only claim which can be advanced for its special consideration is the 
fact that it comes from one who does not own an acre of land or any 
?ther property In the Republic, and who is not now and never has bee.n 
m the pay of any individual or organization remotely interested in 
the outcome. For that reason it may be expected to be fairly free 
from personal bias. For the same reason no one is responsible for 
any of these utterances except the person whose name is affixed hereto. 

Also by request, I o!Ier the following personal introduction and 
explanation of my ·knowledge of Mexican a!Iairs: 

I am a native of Wytheville, Va., daughter of William J. Davis, 
deceased, and up to recent years my borne was in th:» State. I 
have one brother, who io a practicing attorney at BJ.is'tol, Tenn., 
James L. Davis, of the firm of Davis & Warren, and another brother, 
Capt. W. R. Davis, of the United States Army, stationed at Honolulu. 
'.rhese, with two daughters in EI Paso, Tex., constitute my entire 
family connections. As further reference I ruentlon the name of l\lr . 
John D. Campbell, vice president of the Commercial National Bank 
of El Paso, Tex., whom I have known continuously since my residence 
in the We5t. . 

About seven years ago I went to El Paso and was employed on a 
local n ewspaper, doing some work at intervals for eastern magazines. 
In the meantime I invested the remnants of a small estate in Texas 
lands so advantageously that within a short time I was able to dispense 
with a salary and devote myself to whatever form of activity best 
suited me. Mexico having been to me always the most interesting 
country on earth, I have spent the past few years almost exclusively 
studying the history and resources of the nation and the character 
and ~fe of the people. 

Shortly after the publication of the sensational " Barbar<lus Mexico " 
articles J was approached with a request to write a series in reply 
designed to annul the injury which it was believed those articles w0uld 
do. The papers of Mexico gave much space to the work and called on 
the people to furnish information and in every manner possible aid in 
the undertaking. • # 

It is remarkable that we in the United States know less about 
Mexico than we do about any other civilized counh·y on earth, and we 
are ignorant merely because we have never thought it of sufficient im
portance to inform ourselves. The pupils in our public schools study 
the history of Greece and Rome, but here against our borders is a 
counfry vastJy more important than Greece or Rome, because it has a 
future as well as a past, and we give less attention to it than we do 
to darkest Africa. . 

Most of our information about Mexico is derived from books com
piled from car windows or at first hand from adventuresome frienas 
who have gone as far inland as Juarez or Matamoros, attended a bull
fight, and forever afterwards are regarded as authority wi:.ir:!.'-1 speaking 

The Senate met at 11 o'clock a. m. 
The Chaplain, Rev. Forrest J. Prettyman, D. D., 

following prayer : 

of the "cruel and bloodthirsty"'' Mexican. .. 

Offel·ed the The American ideal of the Mexican is a composite charact.tr evolved. 
from picture post cards and the light-opera stage. The upper class is 
represented by a picturesque figure in skin-tight trousers and peaked 
hat, perennially twanging a guitar before the bai·red window of his 
novia, while the lower class is typified by a blanketed beggar who toils 
not, neither does he spin, but spends his entire lifetime crouched in the 
shadow of an adobe wall, with an unwashed hand outstretched for 

Almighty God, we begin the labor of another day with the 
ancient and blessed custom of lifting our hearts to Thee for Thy 
blessing. Especially remember this day, recognized by our Gov
ernment, the great army of workers in this country. We pray 
·that Thy blessing may rest upon those men in field and mine 
and shop who by their skill and labor create the values of our 
great national wealth. We pray that they may feel the dignity 
of labor, not only because of the value that it brings to us in 
this life, but because it f.1.llies them with God, and being cowork
ers together with God, may they work out the destiny for them
selves and for our great Nation. Grant that with a ~mpathetic 
regard for those who work in the discharge of the duties of this 
dav in this honorable Senate they may receive the thanks of the 
people and the blessir:!g of God. For Christ's sake. Amen. 

The Secretary proceeded" to read the Journal of the proceed
jngs of Saturday last, when, on request of Mr. SMOOT and by 
unanimous consent, the further reading was dispensed witll, ancl 
the Journal was appro-ved. 

BILLS INTRODUCED. 

alms. . 
Now, the truth is there are a number of people in Mexico who 

habitually manicure their nails and wear dress clothes to dinner and 
who can converse intelligently in several languages. Tbere are cul
tured homes, exclusive clubs, and the nucleus of a national life quite 
apart from that which is visible on the market place and in the streets. 
It is composed of people. of as much ability, courage, pride, and 
patriotism as is to be found in any nation, and when the true story 
of their struggle for freedom shall be written it will be found that 
they are capable of as high acts of heroism as has ever been inscribed 
on the pages of any history. 

'l'he United States appears to have two means of s~uring information 
about Mexico, one is from consular representatives, and the other is 
from fleeing refugees. The consulates are located in cities or large 
towns, widely separated and covering large areas of country. There 
being practically no mail or telegraphic communication between the con
sular headquarters and the outlying portions of the district, and the 
Government maintaining no independent scout system whereby reliable 
information can be secured, the consular reports must of necessity con
sist of statements made by Mexkan residents in that immediate vicinitv, 
who are either indi!Ierent to the accuracy of the information furnished 
or directly interested in makin~ it misleading. . 

Bills were introduced, read the first time, and, by 
consent, tlle second time, and refen-ed as follows : 

By Ur. BRISTOW: 

As to the inforrr,ation furnished by refugees, a man fleeing from 
unanimous real or imaginary danger is rarely in condition to give a clear and 

reliable report of what has happened to bim, and owing to the absence 
of uniform, it is impossible to say with certainty whether the d('pL·eda
tions reported were committed by soldiers or bandits. 

A bill ( S. 3067) granting an increase of pension to Tillman H. 
Snyder; to the Committee on Pensions. 

By l\fr. CHAMBERLAIN: 
A bill (S. 3008) to cause certain lands to revert to the State 

of Oregon ; to the Committee on Public Lands. 

In the beginnir:.g of the Diaz regime there were but . two classes in 
Mexico, the educated upper class and the peons. With American capital 
came American settlers and American ideals, which ideals by slow de- · 
grees permeated even the peo11 class, so that there has grown up in 
Mexico a new generation of fairly intelligent middle class, workfag 
people. The~e form the body of the constitutionalist army which is 
led by the sons of their old masters who, for the most part, have been 

AFFAIRS IN MEXICO. educated in the schools of the United States, and from such sources 
have imbibed their ideas of freedom and self-government. 

Mr. SHEPP ARD. I present a communication addressed to '!'his is ·distinctJy a young Mexico movement, the inevitable result of 
rue from Elizabeth Chandler Hendrix, being a report of her enlightenment and progress in a new generation, striving to embody in 

· definite form its ideals of patriotism. It is not the independent upris-
personal experiences and observations in Mexico. I ask that i:n.g of guel'illa bands. as some sPem to suppose, without organization .or 
the communicatio~ may be printed in the REco~ and referred purpose, except robbery and plunder, but is the operation of a gFeat 
to the Committee on Foreign Relations. principle; the saipe (!rinciple .wh_ich inspire.a our ~evolutionary fore-

, . IOOT I · . th f fathers, the same irresistible prwc1ple wh1ch is operatmg throughout the Mr. S~ · did not hear e request o the Senator from world, to the overthrow of old dynasties and the upbuilding .of young 
Texas. I republics. It took definite form in Mexico with the marshaling of the 

Mr. SHEPPARD. I asked tb..'lt a communication addressed to armiPs under M!ldero, and ~o well is it organized that the martyrdom of 
rue may l;>e printed in the RECORD. ~~edf~~:nl1g~eid~ d~~~o~~lta~o~~e~t~r l~~g~~siiow\~~o~~tu~~·una:t1d"nu.mao~~ 

l\Ir. SMOOT. 'ery well. · . is propagated for an evident purpose. Dming Ion:; ass.ociation with the 
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constitutionalist forces, extendlDg from the ye-riod ot 'Mr. Made!o's occu
pation of the city of JuaJ'ez down to date, have never heard one ma.n 
utter a dispara.,.ing 1·emark about another, and bave never seen or heard 
the slightest signs cf insubordination. 

On the 3d day of Jan<>, this ~ear, the constitutionalist armr. under 
Gen. Lucio Blanco defeated the liederals at Matamoros, in the State of 
Tamaulipas. and took possession of that city. Within a few clays there
after I returned and took up m residence at the mission house of the 
Presbyterian Church, located on the main plaza, where I remained until 
August 17. There were in the city at that time about 2,000 troops, 
undisciplined as we count military discipline; there were also numerous 
ungu:i.rued cnntirras well stocked with tequila, and according to accepted 
ideas most any kind of outlawry might have been expected. I saw only 
one drunken man during my stay there, !lild never w1tnessed or heard 
repo1·ts of the slightest disorder. There was no evidence of the wanton 
destruction of property or the confiscation of anything except such sup
plies as were necessary for the maintenance of the .army. 

Shortly. after the capture of Matamoros Gen. Blanco summoned the 
troops bef~e him and delivered an impressive address. After con
gratulatin~em on their victory and commending them for br~very 
he concluded somewhat on this wise: " While we have accomplished 
this great victory we do not kn-0w what defeats may be before us. 
Undoubtedly there will Ix! many bard-fought battles before we shall 
have won our freedom. There remains yet much hardship for all 
and death for ome. Sometimes I shall have money to pay you and 
i::ometimes I shall have none. Sometimes I shall have food. for you 
and your horses and sometimes I shall have none. If there 1s :i IIl;llD 
h ere who does not want to face it, he can take bis horse and his side 
ru·ms and enough money to provide him with food for the journey and 
"'O back to his own people." It is needless to say that not a man left. 
~nd those men would g(} forth to death cheerfully for their idolized 
leader. 

.Brig. Gen. Lucio Blanco, Jefe de las Armas of Nuevo Leon :rn.d 
Trunaulipas is a fair type of the constitutionalist leader. He is 
young, not' over 35 years old, dignified, yet withal affable,. with ~he 
aopearnnce nnd address of a soldier and a gentleman. Associated with 
him as st:lfi' officers is a coterie of the most remarkable young men I 
have ever met. They arc all of wealthy families, tor the. most part 
educated in the Unitecl States, with a few years of foreign travel. 
Tl.H~Y could betake themselves and their possessions. after the accepted 
method of munv wealthy Mexicans, to some foreign country and live 
in ease and luxury.. Instead of that they are spendi.ng their lives 
and their property in the service of their ignorant ancl oppressed 
conntr:vmen, whom they are popularly suppose.a to despis.~. In min
gling with them one hears no stories of hardship, no boa.st'illg of what 
they have done or expect to do, but one gets the impression tbat they 
con. ider the prtvilego of sacrifice a badge of honor, and like a.11 badges 
of honor, to be borne modestly and silently. 

A short time ago I endeavored to get some information from a young 
colonel in Gen. Illanco's command auout bis experiences in an Am~rican 
pr1 ·on from which he had been recently liberated after servmg a. 
40-day sentence on charge of v-lolation o! the neuh·ality laws. ?e 
was wret.chedly emaciated and bad evid ntly sutfered great hardship. 
Tbis young man said to me with an apologetic smile : "The ca.use of 
the whole trouble is that yonr people do not knew us. If tbey did, 
everytlrin" would be different. We have ha.d a better chance to h'"UOW 
the people of the United States than they have to know us. We have 
learned much from them, we owe much to them, and we believe them 
to ue our !Jest friends. In time they will understand us better and 
will respect us for wanting to achieve our liberty for ourselves. We 
are men We have prlde as other men. We do not want to buy our 
freedom· cheaply or have it given to us. We are willing to pay the 

P11f~-~~e are the men who during the annual festival in honor of their 
patriot, J"uarez mru·cbed in a body to the American consulate and in 
the presence of this representative of the American Gover nment gave 
public expression to their gratitude for the example which the nited 
States bas set for the world, and for the inspiration which it tarnishes 
in their own struagle for free government. Tbey then · marched
thousa.nds strong-to tbe banks of the Rio Grande and with faces 
uplffted to the sky, so fair over free America, so pit11ess. over enslaved 
Mexico, they san~ the national hymns~~z~;Tt;o~~~sHENDRIX. 

PROPOSED CURRENCY LEGISLATION. 

Mr. OWEN. I a k unanimous consent to have printed in the 
IlECORD a letter answering the suggestion printed in one of the 
New York papers to the effect that the Committee on Banking 
and Currency have not afforded any opportunity to the bankers 
of the country to be heard. ·I do not think it is worth while to 
have the letter read, but I should like to have it appear in the 
RECORD, if there is no objection. 

The VICE PRESIDENT. In the absence of objection, it will 
be so ordered .. 

The matter referred to is as follows: 
U~ITED STATES SENATE, 

Co~MITTEE ON" BA!\KING AND CunRE~cY, 
September 1, 1918. 

hlARSIIALT, FIELD & CO., 
Mr. JAMES SIMPSO)l', Vice P1·esident, 

Oliicaf]O; nz. 
DEAR Sm.: My attention has been called to yotir telegram of August 

29 to a leading New Yo1·k paper, in whlch you express the following 
opinion: 

" We thlnk fullest exchange of opinion between framers of currency 
bill and bankers absolutely necessary in order to avoid mistakes." 

Your telegram was an answer to a telegram sent broa~cast Sunday, 
Au~t 24, by this New York paper, to the following effect: 

•: CoopeTation appears to IJe lacking between the framers of the ad
ministration currency bill and the bankers of the country. Do you feel 
that the best interests of the business men of the country would be 
served by a free exchange of o-pinions between the framers of the bill 
and representaU ·e bilnkers? The New York ---·- would appreciate a 
short statement from you by telegraph upon :i matter which is of vital 
interest to all.'' 

[Four days previously to this publicatfon the Committee on Banking 
and Currenc:v hacl invited these banh:ers to be heard before the com
mittee, and they bad had four previous hearings by the framers of the 
bill.) 

The replies to this dispatch are ?Jubltshed from ma.ny ·prominent 
people .from one end of the country to the other-Minnei·ota, Texas, 
Tennessee, Ohio, Wisconsin, Colorado, Indiana, Utah, Iowa, 'ebraska, 
etc.-showing that this misleading inquirv was sent broadcast through
out the United States, and. whether intended to do so or not, conveyed 
the impres.sil:m that the framers ot the cmrency bill hail denied a fre 
~xchange of opinions with the bankers of the country. This suggestion 
is utterly untrue, because, as stated, 'they had been heard four times 
and their views were printed for committee. use. Such a suggestion, 
moreover, would excite hostility against the pending measure, on the 
ground that it was drawn without con nltation and without knowledge 

'l'hose drawing this measure have had the most abnndant mPans ·of 
kn~wledge. Congress discussed the question of currency reform very 
dehberntely and at great leni:tth immediately after the disastrous panic 
of 1907 in passing the so-called Vreeland-Aldrich bill The pre ent 
chairman of the Senate Committee on Banking and Currency who hnd 
p1·e•icmsly to that time given the matter great attention delin~red a 
speech of three hours on the floor of the Senate discu s1:iig thi3 ques
hCJll?. 'l'bis speech received the widespread approval of the press of the 
United States. 

Cong-res , in passing the Vreeland-. ldricb bill. praviued for the Na
tional Monetary Com~ission and appropriated a large amount of money 
to enable an exhaustive stady to be macle of this great problem. and 
hundreds of thousands of dollars were expended for 1he employment of 
expe1·ts an~ over 30 volumes of reports were printed. b<>ginnini;: in 1910 
'.J'nd e:xtendmg up to 1912. giving an ~laborate description of tbe bauk
~ng ,system in the Briti h EmpiYe, in France, in Germany, in Belii;ium, 
m Sweden, in Switzerland, in Scotland, in Canada. in Italy, Mi Hussia. 
in Austria-Hungary, Netherlands. and Japan, as well as in the nited 
States.. and dlscussing varicms matters of banking practice and reform 
in connecti?n with the American problem. 

In addition to this immensely laborious work, the Ilouse of Repre
sentatives, throngb the Committee on ~anking and Currency, during the 
last winter gave most elaborate hear1ngs to the bankers and bankin~ 
experts of the .coi:intry. including _Mr. A.· B. Hepburn, chairman of the 
currency comm1s:Sion of the American Bankers' A.ssociatlon; Paul \\aJ'· 
burg, of t~e g-reat banking house of Kuhn. Loeb & Co.; Victor l\Ioro
Witz : Leshe .~J. Sllaw; Prof. J. L. Laughlin; Mr. D. G. Endy, chairman 
of the _bankmg a.nd currency committee of tbe National A.s.<o.oc.iation 
of Credit Men. accompani~d by Messrs. J . H. Tregoe, Charles. D. Joyce. 
and W. W. Orr. representrng the National Association of Credit hlen · 
Mr. Festus .J. Wade, president of the Mercantile Trust Co .. St. Lo··;,s; 
Mr. James E. Fergus.on, of Temple, Tex. ; Mr. Edmund D. Fis11er, deputy 
c·ompt!oller of tbe c1ty of N'~w York ; Mr. Ludwick Rend!!?; Mr. Samuel 
~· Wilhite, coi:;:iptrollcr of tne city of Louisville, Ky.; l\Ir. William A. 
Nash, former cnairman of the Clearing House Association of New York; 
Mr: Geor~ M. Reynolds, president of the Commercial Nalianal Ilank, 
Chicago; uon. Charles. N. Fowler, of New Jersey, bankin~ expert; Ur. 
Andrew J. Frame. president of the. Waukesha National Bank. W'i consin; 
Job~ V. Farwell, of John V_. Farwell Co., of Cbica;w. director of the 
Natrnn.al Bank of the Republic: William T. Creasy, master of tbe Penn
sylvam:i State Grange; Mr. T. J. Brooks. representing the Furmers' 
Educat1ona! and_ Cooperative Union of America; Mr. William W. Flun
na~an,_ of :r\ew York; Mr. William H. Berry, ex-State trea1;urer c1f Penn
sylvania ~nd a manufactm·er; and many others representing the banking 
business rnterests of the country. 

Their state~e~ts were published and comprised a volume ot 744 
pages. In addition t.o this_, t~e C?mmittee on Banking and Currency 
also. made a. caref~ll mvest1~at10n m to the so-called Money Trust, the 
testimony berng yrmted in tnree volumes of 2,.226 pages and a notable 
report of over 2<>0 pa17es, .Prepared by the Pujo committ~e. Hon. Samuel 
Untermyer, counsel, '<ilowrng in :remendous detail the concentration of 
control of proper-qr and credits by Morgan & Co., the First National 
BD;nll:, .and the National Uty Bank, of New York, thl'Ougb 341 director· 
ships rn 112 corporations, . hav!n~ aggregate resources or· capitalization 
of $22,245,000,000. (H. Rept. 1503, p. 88, 62d Cong., 3d sess.) 

A.ft;er the reports had been made by the National Monetary Commis
sion m 19.10, the bankers of the country carried on an active oropa
ganda durmg l!Jll and 1912 for the so-called Aldrich bill, whlch pro
posed to est!lbli0 h a grea.t central reserve bank on the theory that it 
wou!d mobilize the reserves, pr<?vide elastic .currency, and give an im
mediate market always for qualified commercial paper. 

-It ~as CYrrently reported that from $300 000 to $500,000 was pent 
In this propaganda. The American Bankers\ Association approved this 
bankers· controlled central bank. The pla.n was objected to by the pul>
lic opinion of. the C<:?rmtry because of one great fundamental and fatal 
defect; that is, havmg been proposed at great public expense foi- th 
avowed purpose of being a great public-utility bank., the supreme control 
was given to the bankers, who would have been g11ided necessarily un
der the laws governing human life, by private interest instead of by 
the pabllc well'are exclusively. 

After tbe further in~estigatlon made by the Banking and Currency 
Committee of the House of Representatives during the last winter 
1912-13, and before the new bill was actually drawn to comply with 
the public opinion, the preliminary draft was submitted to various rep
resentatives of the American Bankers' Assoctation. 

They were thus consulted a second tiine by those responsible for the 
present bill. . 

After the preliminary draft was actually prepared for submission to 
Congress and before being submitted, the present chairman of the Com· 
mittee on Banking and Currency of the United States Senate spent 
seven hours with Mr. Paul Warburg, regarded as one of the ablest rep
resentatives of those banking interests and their greatest expert on the 
question of bank currency. The present chairman also spent over 10 
hours consecutfvel.y in confere11ce with the representatives of the Ameri
can Bankers' Association1 di cussing the details of this bill, and bas 
been in constant commumcation with bankers from all over the country 
as well as with leading experts on banking. 

After the bill was introduced in both Houses a further and third 
hearing was accorded to the representative of the American Bankers' 
Association by the chairmen of the Committees on Banking and Cur
rency of the House and Senate, also by the Secretary of the Treasury, 
and also by the President of the United States. In addition, the chair
man of the Committee 011 Banking and Curre11cy · of the Senate called 
for the opinions of over 500 bankers on the pencling bill and on the 
p1Tlnciples involved in it. and 50,000 copies of the l.>ill. were sent out for 
inspection and report. '11.J.e Committee on Bnnkin.~ and Currency of 
the Senute has publlshed for its use a volume of such opinions. '.rhey 
ha:ve at their drsposal a special library on tbfs que tion of over 2,000 
volumes. 

The propaganda now being carried on. led by the Jatlonal City Bank 
of New York, which has cil'culru·ized the country against the bill, is 
obviously intended to discredit the administration and to make it 
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appear that the bankers have not been consulted and that the commit
tee is not well informed. This misrepresentation bas the eJl'ect of 
poisoning the public mind and misleading J?Ublic opiniqn. Such mis
representation will thus promote a private mterest against the public 
interest. It Is an open secret that these great concerns, like M~rgan & 
Co., have publicity agents, to whom they pay very large salanes and 
who are able to create fictitious and false public opinion unduly favor-
able to the contentions of these great financial companies. . 

'l'he business men of the country need have no fear that their Rep
resentatives ano Senators in Congress will act unadvise41y. The rep
resentatives of the big banks of the country have been give~ the .most 
abundant opportunity to be heard; and after they had their Chicago 
meetin.,. and presented anew their old contentions and requested further 
hearings, this opportunity was immediately afforded them by telegraph, 
and the hearings set for 2 o'clock Tuesday, September 2. 

I deem it my duty to advise you that you a~e being misled by an 
artificial propaganda conducted in behalf of pnvate interests, which 
does not hesitate to convey to the country the false suggestion th~t the 
administration is proceeding without adequate knowledge or without 
giving a bearing to the bankers of the country. 

The rank and file of the bankers of the country constitute o~e of 
the greatest, most important, and most valuable parts of.our natlo~al 
commercial machinery. They have been of great value rn promotmg 
every kind of enterprise, and one of the most useful features of the 
proposed public-utillty banks-the .so-called Federal reserve. banks.
will be to give stability, peace of mmd, and greater opportumty to the 
bankaI"B of the country to render patriotic service. 

It f3 not surprising that a few men, having an enormous control of 
credits of the country, should OPJ?OSe surrendering to the Unite~ States 
in any degree the vast power which they have heretofore exercised, en
abllng them to control credits, to bull and bear the market, to enrich 
or impoverish other men. 

Vel'y respectfully, • ROBT. L. OwE:-o. 
IMPORTATIONS IN .AMERICAN VESSELS. 

Mr. JONES. Mr. President, som~thing over • week ago the 
Senate passed a resolution calling on the State Department for 
copies of protests or correspondence which may have ~e~n r.e
ceived from foreign countries with reference to the prov1s1on m 
the tariff bill proposing a discount of 5 per cent in duties on 
goods imported in American ships. I have endeavored to keep 
track of the matter so as to know whether any report has come 
in, but I have not learned of any report. I desire to inquire 
whether such a report has been made? 

The VICE PRESIDENT. No report has come to the hands of 
the Vice President. 

The morning business is closed. 
THE TARIFF. 

l\Ir. SIMl\IONS. I ask unanimous consent that the Senate 
proceed to the consideration of House bill 3321. 

There being no objection, the Senate, as in Committee of 
the Whole, resumed the consideration of the bill (H. R. 3321) 
to reduce tarift duties and to provide revenue for the Govern
ment, and for other purposes. 

Mr. CLARKE of Arkansas rose. 
l\Ir. Sl\IOOT. Mr. President, I suggest the absence of a 

quorum. _ 
The VICE PRESIDENT. The roll will be called. 
The Secretary called the roll, and the following Senators an-

swered to their names : · 
Ashurst Hollis Overman Smith, Ga. 
Bankhead Hughes Owen Smith, S. C. 
Borah James Page Smoot 
Brady Johnson Perkins Stephenson 
Ilrandegee Jones Poindexter Sterling 
Bristow Kenyon Pomerene Stone · 
Bryan Kern Ransdell Sutherland 
Catron La Follette Reed Swanson 
Chamberlain Lane Robinson Thomas 
Chilton Lippitt Root Thompson 
Clapp Lodge Shafroth Thornton 
Clarke, Ark. :Mccumber Sheppard Tillman 
Colt Martin, Va. Sherman Vardaman 
Crawford Martine, N. J. Shields Warren 
Cummins Norris Shively Weeks 
Dillingham O'Gorman Simmons Williams 
Gallinger Oliver Smith, Ariz. Works 

l\Ir. SHEPPARD. My colleague, the senior Senator from 
Texas [Ur. CULBERSO.N], is unavoidably absent. He is paired 
with the Senator from Delaware [l\Ir. nu PONT]. This an
nouncement will stand for the day. 

l\Ir. SHA.FROTH. The senior Senator from Georgia [Mr. 
BACON] asked me to state that he could not be here at the open
ing of the session, having been detained at the State Depart
ment on business. 

The VICE PRESIDENT. Sixty-eight Senators have 
swered to the roll call. There is a quorum present. 

Mr. CLARKE of Arkansas. l\fr. President, the amen ent 
heretofore offered by me to be incorporated in the pending bill 
was deferred until to-day for the purpose of permitting •me to 
submit ce.rtain observations in support of the propositions con
tained in it. The terms of the amendment are very well known 
in the Senate. It proposes to insert as an

1
additional section the 

following: 
CLARKE A.ME"N'D:UENT. 

SEC. -. That upon each sale, agreement of sale, or agreement to sell 
any cotton for future delivery at or on any cotton exchange, or board 
of trade, or other similar place, or by any person acting in substantial 
conformity to the rules and regulations or market quotations of any 

such cotton exchange, board of trade, or other similar place, there is 
hereby levied a tax equal to one-tenth of 1 per cent per pound on the 
quantity of cotton mentioned and described in any such contract: Pro
vided, That in all cases where the quantity and kind of cotton men
tioned and described in such contract is actually delivered, in compli
ance in good faith therewith, by the seller to the buyer therein respec
tively named, the tax levied by this section shall be refunded to the 
party paying the same in such manner and under such regulations as 
the Secretary of the 'l'reasury shall prescribe. Any sale, agreement of 
sale, or agreement to sell, any cotton for future delivery, at or on any 
cotton exchange, board of trade, or other similar place, or by any per
son acting in conformity to the rules and_ regulations of any such cot
ton exchange, board of trade, or other similar place, in any foreign 
country, where the order for such sale has been h·ansmitted from the 
United States to wich foreign country and either the buyer or the seller 
described in such contract of. sale is at the time of the execution there
of a resident of the United States, shall be deemed and considered in 
all respects a sale, agreement of sale, or agreement to sell, for future 
delivery, of the cotton described therein within the meaning of this 
section. A corporation organized under the laws of any State or 
country shall be deemed for all purposes a pe1·son within the meaning 
of this section. All contracts for the sale as aforesaid of cotton for 
future delivery at the places and by the persons herein mentioned shall 
be in writing, plainly stating the terms of such contract and indicating 
the parties thereto and signed by the party to be charged, by himself 
or bis agent. The said tax shaJl be paid by means of stamps affixed 
to such written contract and shall be paid by the party named as buyer 
therein. 

That the Secretary of the Treasury is hereby authorized and empow
ered to make, prescribe, and publish all rules and regulations necessary 
to the enforcement of the foregoing section and to the collection of the 
tax thereby imposed. To further effect this purpose, he is hereby au
thorized to require all persons coming within its provisions to keep such 
records and systems of accounting as will fully and correctly disclose 
the transactions in connection with which the said tax is authorized; 
and he may appoint such agents as he may deem necessary to conduct 
the inspection necessary to collect the tax herein authorized and other
wise to enforce this statute and all rules and regulations lawfully made 
in pursuance thereof, as in bis judgment may be required, and to fix 
the compensation of such agents. 

That any cotton exchange, board of trade, or other similar place, its 
officers and agents, or person acting in substantial conformity with the 
rules and regulations or market quotations of any such cotton exchange, 
board of trade, or other similar place where contracts for the sale of 
cotton for future delivery are made in violation of this statute, and 
every person who is made liable for the tax thereby imposed, who shall 
fail to pay, or shall evade, or attempt to evade,- the payment of the tax 
levied by this section, or shall otherwise violate this statute, or any 
rule or regulation lawfully made by the Secretary of the Treasury in 
pursuance thereof, shall be guilty of a misdemeanor, and upon convic
tion thereof shall pay a fine in any sum not less than $100 nor more 
than $20,000 ; and in case of natural persons or unincorporated as:io- -
ciations of persons violating this act an additional punishment bv im
prisonment for not less than one year nor more than three years· may 
be imposed, at the discretion of tbe court. 

In addition to the foregoing punishment, there is hereby imposed a 
penalty of $2,000 on each separate sale made in violation of this statute, ., 
to be recovered in an action founded on this statute in the name of the 
United States as plaintift', and when so recovered one-half .of sa id 
amount shall be paid over to the person giving the information upon 
which such recovery is based. 

That no person whose evidence is deemed material by the officer 
prosecuting on behalf of the Uqited States shaJl withhold his testimony 
because of complicity by him in any violation of this statute, but n.ny 
such person so required to give evidence as a witness shall be exempt 
from prosecution in any court of the United States for the particular 
offpnse in connection with the prosecutfon whereof such testimony was 
given. 

That the payment of the tax levied under authority of this section 
shall not exempt any person from any penalty or punishment now or 
hereafter provided by the laws of any State for entering into contracts 
for the future delivery of cotton; nor shall the payment of taxes inl
posed by this section be held to prohibit any State or municipality from 
imposing a tax on the same transaction. 

IMPORTANCE OF COTTON INDUSTRY. 

The purpose of this amendment is to 1·elieve one of the great 
primary industries of this country from an incubus t'bat ha_s 
rested upon it for the past 20 years. The inherent commercial 
potentialities of the industry involved are such that it has paT
tially withstood a system of brigandage that would baYe de
stroyed any other in our country. The production of cotton con
stitutes the backbone industry of the United States. It is the 
foundation of the industrial existence and prosperity of 11 of our 
States. It constitutes the principal source of employment for 
their people, and contributes annually to tl.e commerce of the 
country more than $1,000,000,000 in value as a raw material. 
When !Jlfinufactured, the possibilities and value of the industry 
are · nitely increased It is now, and bas been for years
m e largely in the past than at the present time-the item 

export which has maintained the balance in our favor in our 
trade with foreign countries. For 1912 the following is a sum
mary of our foreign trade : 
Exports----------------------------------------- $2,170,319,828 
Imports ----------------------------------------- 1, 653, 264, 934 

Balance in our favor_______________________ 417,054,894 
In the amount of our exports there is included raw cotton, 

$565,849,271; cotton manufactures, $50,769,511; aggregating, 
$616,618,782. The exports of raw cotton are 2~.07 per cent 
and cotton manufactures .2.34 per cent, aggregatmg 28.41 per 
cent of our entire exports. This showing indicates that our 
cotton exports constitute nearly $200,000,000- more than the en
tire balance of trade in our favor. What is contributed to our 
domestic commerce is a sum so fabulous that the necessities 
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of the present occasion do not require that it shall be estimated. 
It will be sufficiPnt on this occasion to say that its value as a 
raw material is the basis. in a large degree, of the prosperity of 
nearly every manufacturing .center in New England. Raw 
cotton is the product exclusively of what is known as the 
southern .sedion of our country, and the census of 1900 shows 
that 65 per cent -0f the crop of that year 'Was grown and mar
keted by white people, and 35 per cent by the colored popu
lation. It is eV'ident that the industry is one of the very first 
importance among the vital elements that go to make up the 
fabric of our commercial greatness. It oug~ to be treated 
fairly. In fact, if there is in the science of government room 
for extending benefits and conferring favors it ought fo be 
favored. Tho e who engage in the production of cotton as a 
business have never enjoyed any of the ben-efits of the .cus
tomary policies of fm·oritism, the existence of which is sought 
to be justified by a purpose to stimulate the full dev-elopment 
ot the fundamental industries of the Republic. On the con
trary, in the negative wny of nonaction. tbe lawmaking powers 
of the land ha•e inflicted upon that great industry an injury 
of the most grje•ous and demor.alizin~ character. I refer to 
the business of gambling in the market prices of cotton, nomi
nally contracts for the futuTe delivery of cotton. This perni
·cious business has attained to proportions wholly beyond the 
knowledge of the average citizen outside the cotton-producing 
industry. and is understood ery vaguely by many directly in
terested therein. This buslness is conducted by two organiza
tions known :as cotton exchanges, one of which is focated in 
New York and known as the New YoTk Cotton Exchang.e, and 
the other in New Orleans and known as the New Orleans Cot
ton Exchange. The ehief offender is the New Y-0rk Cotton Ex
change. The exchange at New Orleans is a minor affair in 
its pow.er to bring about the demoralizbg results of which the 
cotton-growing indu try complains to-day. In a report made by 
Senator George to the Fifty-third Congress for the Senate Com
mittee on Agriculture, he said of the New Orleans Cotton 
Exchange : 

_ Tbe New Orleans Cotton Exchange. though locatoo in the large~t spot-
cotton mark.et t his side of the Atlantic, is a mere annex to :tnd a sub
ordinate of the New York Cotton Ex.change, and so need not be d.escribed 
furtbet than by saying if it had the will to do good it has not the power. 

In a flpeech subsequently deli>ered in the United States Sen
ate he justifiell this obEer>ation in his report by presenting the 
following communication from Latham, Alexander & Co., at that 
time one of the chief cotton-exchange operators in the United 
States : 

There is alway>"J some contrcilling pcwer or ma.rke.t for ev.ery com
modity. London ls th<' financial market of the world. New York is the 
financial market of the Dnited States Tbere ls virtually one stock 
exchange in the Unlted '"States-that is the New York Stock Exchange
nnd the price of' every b-Ond and stock that is sold here regulates the 
price everywbete else. Tbe price of cotton fn New York oftentimes con
trols the price of cotton in the whole world, because thts city is pre
sumed to know more about the supply and value of it than anywhere 
else, and our operators and dealers are oftentimes followed. No small 
market doing busine s ln contracts-

That is. futures ; they call that dealing in "contracts"
could survive 24 bonrs unless their business was conducted on the basis 
.of the prkes at controNing centers. If any mark.et for contracts 
smaller than ours should attempt to sell down prices, c-0tton dealers in 
New York could-

They do not say they w01.1ld; they cou1d do it-
witbin a few hours buy all tbey had to sell. 11' they attempted to ad
vance prices against quotations in New York, dealers here could wlthin 
24 hours offer to sell them more cotton than they could buy. 

The eonfiltions thus dei: cribed probably represent conditions 
as they exist to-day. In the aspect in which I deal with the 
q11estion now, I think I am justifioo in treating the New Orleans 
Cotton Exchange as a minor affair. It has some very able men 
connected with it, and its membership and officers have been 
exceedingly acth-e in opposing pending legislation. Tieing situ
ated in the cotton-growing section of the country, it should 
naturally have more or less interest in the man who produc~s 
the cott-0n. But the fact remains that, notwithstanding the fre
quent attempts to liberalize their pla ns and policies, they have 
been wholly unable to do anything in the way of effective cor
rection of the evil s that ha>e borne down so heavily upon the 
cotton producers of the country. 

NEW YOllK COTTON EXCHAKGE T IID REAL OFFE~"DEr.. 

The New Y-0rk Cotton Exchange is an organization created 
under the authority of the Legislature of New York. It is a 
dose corporatio~ consisting of a membership limited to 450. 
Tt is loC!llted in r'"ew York City. The express object of its cre
ntion, among other things, is-
to adopt standards, classify. a.cauire, preserv~. und a ssimi1ate useful 
infotmatlon -0onn"0Cted with the cotton lntere:s t throu.,uh-Out all m~rkets, 
to deer.ease the lo.::aJ risks attendant upon the liusiness, and tend to pro
mote the cotton trade of the city of New York. 

As New York City is not a spot-cotton market, and never can 
become one, the signifieance of this enumeration of po"ers must 
be evident. The proposition to promote the cotton trade of the 
city of New York by so formidable an array of talent and power 
of initiative as there assembled can only mean the creation 
there by .abnormal, arbitrary, and illegal methods of a place 
where phantom cotton is tD be the normul business carried on. 
The business is a close corporation in the sense that no one save 
a member can either buy or sell upon its floor. Its rule provide 
for a liberal system of supplying to its members information 
relating to the acreage, state of growth, pests, drought, and 
weather in the cotton region. These trade secrets have been 
protected as the private and confidential property of its mem
bers by the two decisions of the Supreme Court of the United 
States, one of which is Hunt against New York Cotton E.xchnn""e 
(205 U. S., 115), and the other, Boa.rd of Trude against Chri. ty 
(198 U. S., 251). The latter case is one in which an injunction 
was secured to restrain an outsider from making nse of the 
market reports of the exchange. In decidblg the case the comt 
said; 

Tbe pluintift"s collection of quotations is entitled to the protection 
of the law. It siunds like a trade secret. The plaintitl' bas th~ rigbt 
to keep the work ~·bich 1t bfts done or paid for doing to itselt. The 
fact tbat otbers mig-bt do similar work, if they mlgbt, does not au
thorize them to st~al the plaintiff's. • • • 

The objection being made that the exchange was engaged in 
an illegal bm;iness, und therefore not in court with clean hands, 
the court added : 

If, then. the plaintiff's collection of infurmati-0n is otherwise entitled 
to protection. it does not cease to be so . .even if it is information con
cerning illegal acts. The statistics of crime are peoperty to the same 
extent as any other statisties, even it collected by a criminal wh-0 fur
nish.es some of the data. 

The reference t-0 the statistics of crime in .connection with 
this particular class of business is significant. It can not, 
therefore, be said that the exchanges serve a public purpose 
-and are designed to promote the public interest. In the nar
rowest and most offensive sense it is an institution' created to 
carry on in secret a wholly selfish and purely illegal business. 
For a long time this cotton exchange was the sole collector 
-0f statistical information concerning the extent and conClition 
of the growing crop of cotton. This information, or perversions 
-0f it. is communicated to the outside world from time to time 
in such form as will best suit the purpose of the dominant 
clique in that irultitution, and it was habitually so used. and it 
is so used nqw, for all that it is worth. The participation of the 
Government in the matter of collecting and disseminating in
formation along the same lines has somewhat curtailed the 
value of this private information of the exchanges, but it has 
not appreciably influenced the full effects that can be produced 
by the exchanges in the use of their information between the 
dates on which the Government makes its publications which is 
the 10th of each month, I believe. But I shall refer to this 
again. 

Then, the exchange has provided a sy&tem of dealing on its 
boards by which the seller who contracts for the future deliv
ery of cotton is given the sole option to deliver during the month 
for which he makes the sale. All contracts purport to be made 
upon the basis of the middling grade of cotton, which is a 
first-class. merchantable cotton, capable of being devoted to the 
uses for which cotton is usually employed. There are several 
grades, the standard one being the medlum, or middling, grade. 
The contracts are all made upon the basis of the middling 
grade, but with the right on tjle part of the seller to deliver 
any one of the 28 grades, varying from the very highest quality 
of cotton to the very lowest grade than cun be rationally call,ed 
cotton, allowance being made 1n favor of the higher grades 
above middling, with a reduction in those delivered below that 
grade. These differences are not the differences in price pre
vailing in the market as between the different grades on the 
date of delivery, but is a fictitious difference established by the 
cotton exchange itself. It is said by those who are familiar 
with the business that these are invariably :fixed upon an erro
neous and unfair basis. 

The organization also has committees whose business it is to 
determine the quotation for futures, covering the months for 
which there were no transactions during the day, and also one 
to fix the price relation of the several grades of spot cotton 
to each other fo1· purposes .of delivery on contracts. Very little 
spot cotton is actually delivered in New York in performance of 
tllese future contracts, probably not one-half of 1 per cent of the 
amount represented by the so-called future sales. 

Every contract executed by members of the exchn.nge is re
quir.ed to stipulate that it is the intention of the parties thereto, 
th.e one to make the delivery and the other to accept the de
livery of the actual cotton described therein. This is done to 
escape the condemnation of the common law, which would 
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otherwise a.tta-c-h if the real intention of the parties were to be 
upressed in tbe- written instrument. A.t comrrum law the pur:
ch::tse or sale for future delivery of a given product, with: no 
intention to deliver or receive at the time- the contract was made 
but to close the contract on the basis of the difference in pl'ice 
on the date of delivery, is gambling, a.nd has beeni so invariably 
treated by the courts. 'ro escape the condemnation of this rule 
and to give the busmess the appearance of regutatity and 
legality., thls fiction of a declared purpos~ to make delivery is 
al ays a. conspicuous feature in the transaction,. although in 
ninety-se>en ca es out of a hundred both parties understand 
perfectly well that no such deliveI:y is evei: to take place In 
fact, the cotton exchange could not do business if it were- com
pelled to make delivery on every contract that was s?ld thereo~ 
The institution does not purport to be a cotton-dealing proposi
tion. In this connection, I call attention to the extract taken 
from the report of the Commissioller of Corporations, Mr. Her
bert Knox Smith, on cotton exchanges, part 1, page 56, as 
follows: 

It shoulrl be clearly understood tha.t while most of the_se cotton ex
changes arn col·porations, they are not engag"Cd a.s s.u~h m .the. c,:otton 
busine sin any way. Inst ead, they a.re mere associations. of.mdivtd~als 
who in their financial operations a.re free to act as they like, subject 
to the general regulations of the exchange. Exchanges. as such. do not 
'buy or sell cottt on, nnd~ except that occasionally some exchanges de
rive a. small income from fees for the inspection or grading of cotton, 
they have no direct financial i"!terest in the product. itself; Their in
come is derived from membership dues. rents of buiid1n.~s.. mvestments, 
or similar sources. This charucteristtc of cotton exchanges s~ould be 
learly appreciated. 'fhe impression which anpe:µ:s to- exist m !>ome 

quarters that exch:mges in their corporate capacity a.ct . as 3: unit in 
the cotton market is altoirether erroneous. Market operatlQna m cotton 
arc wholly matters of individual concern~ 

THE. COTTO-:S EXc:HA.l'HH'l A_ GA.llBLING DlSTITG'.tIO:S-

Jn its final elements, UI}.d when its operations most nearly 
::ipproximate the perfection of the scMme that lies at its foun
dation, it is a gambling institution, and so understood by every
body who goes there to tr:;i.de. What its victirIIB consider abuses 
and desire corrected the- exchange regards as the most artistic 
features of the system and desires perpetuated. Its operation 
has evolved two distinct branch-es of the business. One is 
known as- pure spec-ulation, or more properly gambling, and the 
other is known as bed,,,,<>ing, ~-hich is a qualified form of gam
bling. The first class is capable of subdivision intg two sub
clasves. The first is composed of members of cliques, organized 
from time- to- time among the leaders of the cotton exchange, to 
a.rbitra1·ily fix the price in accordance with the requirements of 
the particular co.rner or scheme at the time in hand. This may 
be either up or down, but is usually in the direction of lower 
quotations. Th-e second class is what is known as "suckers" 
or u Iambs" or a, l\Ir. Thompson, ex-president of the New 
Orleans Cotton 'Exchange, characterizes them, the " insane or 
cracked-b - operators" who will take all sorts of chances. 
This latter d .. ss is found most numerously in the South and in 
the larger eities. The feature of pure speculation, or gambling, 
in the future busineus constitutes 95 per cent of it, according to 
the best estimates that can be mn:de. In the Christie case, 
above cited, the proof showed that the operations on the grain 
exchange were about 95 per cent gambling to about 5 per cent 
where deliveries were made or accepted. The so-called hedging 
business ls in itself nothing but a process of gambling, it is 
said, forced upon a large class of persons engaged in the busi
ness o:f manufacturing cotton. There is no reason. why cotton 
should be differentiated from any other product <>f the colID.t.cy 
in the matter of hedging. Persons who engage th~in ought to 
be willing to run the risk of loss or gain as legi · teiy incident 
to the bnsiness. 

The other group of the gambling class is composed ot mem
be ,f the e.:rchan"e and their clients, who e obj-ect is to arbi
trarily create a price quotation that they want to rule for a 
time: 'l'he exert the combined powers of the organization, in
cl udin.,.. fu edited reports of information about crop conditions, 
which 

0

they control and doubtless color to suit the demands of 
the EX!CaSton. They a.re thus formidable beyond the hope: ot 
bein matched b-y the mere exercise of judgmellt o:f· any dJ er 
or manufacturer. This cotton exchange thus stands. th.ere with 
a per et decla.ration of war u.g ln.st this industry and all who 
are engaged ill ii, and the dea..lei.-s a.ni spinners a sm:ne that 
the must pay a ransom t proteci! 1lh sel from its ravages. 
BuveEs a.ncl spinne: the.refo.r go- uPQn this excti.a.nee to hedge 
thel transactions m act cotton. oot because they a:tre n.at 
wilting tu ta e- the- natura.l Lisks th t are involved' in the b.usi
ness. oot beea.trse they .re afraid t:Il:at hi!e ~ are employed 
about other branches of their bosin€ss this diligent :m.d! tm-

. scl"upulOUS' commercial enemy may ficiiitiousl:y create- such con-.. 
ditfons a: ill adverse.I afl'.e<:-t the pr duct. upon which their
whole- bW!iness is sea. 'l'.hey· ille£eiol! :uesert °' the- euhu.ng,e 
:for the- purpose of hedging; that isi to ~. mrudnc. oomitersal'e 

or 1mrchase ot what- the-~ have akeady sold! or- purcha-sed in 
fact. For instance, a spinner who buys e.otton. wilJ <l'.{) upon the 
exchange- and se.ll an equal amount, namely; he will agree to 
deliver to some unknown pm:chaser. an a.mount of cotton eqna:l 
t<> the amount that bi nought and is at that moment putting 
through process. of manufacture. The last thing in the worla 
he desires to do is to deliver cotton to anybody. Ile i:s engaged 
in the purchase of raw cotton and the manufacture of goods 
therefrom and not in selling cotton. although he is compelled 
to sign a contract in which he agrees to deliver a commodity 
which everyone el e· knows· that he never wilI delhrer. You 
have only to read nhe- statement of Mr. Lewis W. Parlter, of 
South Carolina, which is quite extensively quoted from in these 
remarks, to find out \Vhat he thiRks about that. Hearing· on the 
class of operators who resort to the exchange for the alleged 
purpose of hedging with reference to their intention t-o carry 
out that part of the contract which requires them to receive or 
deliver the cotton. I here append the following statement from 
the report of Herbert Knox Smith on cotton e-xchu.nges. page 
155, and from several reputable cotton merchants and spinners: 

Buyers ordinarily run from notices in this [New York} market and 
in any other market unless they want the· e-0tton. Si>i!culative buyers 
do not have money to take up the cotton. as a rule.. They t.-un fr-Om 
their contracts in New Oi:leans ; not so much in Liverpool, bece.u...."C 
Liverpool is primarily more a spinner's market. 

'The absolute inability of the bu yer at the time he en.ters into the 
contract to stipulate what grades he will take 01• to know \Vbat gra<Ths 
be will be compelled to take injects into the transacti<m unde1~ tire 
periodic difference system an enormous element of uncertainty. This 
uncertainty may properly be said to give the contract much of a 
gambling character. So far as the buyer ls- concerned. the transaction 
comes very near being a lottery. The sailer bas not only the extremely 
valuable privilege of selecting but also the inducement to select from 
the wide range of grades which he can tender to best advantage to him
self or, conversely, to the greatest disadvantage to the receiver. A 
contra.et which permits any such advantage to one pal'ty is obviously 
an inequitable contract; and the inequity is not overcome by merely 
stating that it is not concealed, but is known to both parties. (.P. 27j..) 

IUilL DELIVERY NEVER CO::S-TEllPLA.TED. 

I quote an extract from the· testimony ot Mr~ Lewis W. 
Pnrker, of Greenville, S. C., gi'Ven on; l\lay 14, 1910, befo-re the 
Select Committee to Investigate Wages. and Cost of Commodities, 
Senate Document No. 847, Sixty-first Congress, third sessfun, 
volume 2. page 938 : 

Mr. PARKER. The seller has n:o option but that of delivering,, if deliv
ery is called for. I may, for certain. rea.sGru>, as I will explain.. to you 
later-I may run away from delivery, and as a general proposition. I do 
run away. I d<> not want to take· it, and I run away from it; but if 
J: stand pat and say, " Here, I want my cot:.to..n," I thi.n.k I will get it.· 

Senator CltA.wFORD- You want to run away from the delivery, aod he 
doesn't want you to run away from it. and in that case- can. he mak.e 
you take it? 

M.r. PARKER I can run so fa.st be c n not catch· me. I can: sell the 
cotton. so cheap fo get away from the delivery that I simply play into 
his bands and give him an e::rt:ra profit over wha.t he c.oonted 
upon. * • * 

Now, I am president, as I stated, of tbe American Cotton Manufac
turers' Association, which has approximately 1,000 members of which 
500 are southern spinners, approximately, and 500 are northern; we 
are just about evenly divided. T~ Amei:ican Cotton Manufacturers' 
A ociation, as. far back as five years ago, began urging changes in the 
New York Cotton Exchange rules, because the rul ,s- of the r ew York 
Cotton Exchange a.re alto~etber in favor of th~ seller-give every optinn 
to the seller, give bim every a.-dvanta...."'e tlhltil. can possibly be given to 
bim. and make it o that a man i:a.tner tha n take up cotton on the 
exchange runs away from it, and it is that f:u:t that be does. run a.way 
from it-that is wby there- is this constant disparity between cotton 
con.t:iracts on the exchange and absolute spot cotton. 

That is to say, the prices quoted by the boa.rd for future cot
ton are very much lower tha.n the price of actual cotton. Tha:t 
testimony is. repeated by a number of cotton buyers and revre
sents a stn.ndard method of treatment. The actual deliveries 
on the exchange hardly amount to one-half of 1 per cent of the 
sales. 

The following is an extract from the testimony.- Mr~ Julius 
Lesser, of St. Louis, then the principal cotton c!ea el: west of 
the Mississippi River, taken, b to Ge.~e fo the com
mittee, at page 41. o:f ~report: 

. About l:ww manl' cont:ra.ets- o th..'tt sort- 1'1ltve- 3;QU.1 ma e- in your 
b · ss.'f.--.A.. Se:Ter:tl tbollSUld baies. ot eGD..l:ra . 

Q. ere JUU eveJ: require<! t de11n • w~ sold?~A.. Never; be-
eaase: I diet rurt- :tllow- t.Jlc. tflne ot de.fi."vezy m ~tt W!ll11 e berore. I 

Ott!c'P dos th - ttade-~ · 
Q.. Did you close oa.: be:fbr 1rliQ tfm Qf' del.i'C[Q~ b e you: feared 

that deliver:y ~ W..di be m.ru»~ al a:ys «losed: tr31les that kind 
as soon as we ~ pr di ln l>U,Jtin:g om· eoU lt wanted 
to, fi:IP om: ordl?.li&. l cau aot l feared! ~ d'eiiTeq of e.imtract cot-
ton in. ew ~ ))Ut do s r • 1l wa:n theil: ...recy ~ 

Q. Ha:s delivei::y ill th s o!' :y;ou.rs ~tn: IX!en. ten.dereU,,-A. As 
stated betor , } n~"Y-el:' aJlxH~ed th.e • . ro <:unm- new:.. 

· Q. Has d"J!fuecy- " been. ded''- l! ne.v u· a:ited: near 
enougll- to ave. i1l demand d. 

Q. ~pi 42). Ar Y01li Ulin.g t say tba: th ~ei:al., i.f ltO tl'l.e uni· 
ve:rsaf, ~peetation1 of tbos wbQI d m fa:tme.s: as f:rulemnit;J rs. that no 
delivery of eotto.n. will either be- te.ndered. oi: diml.oJ1. imdel' such 
eolrih.ct!s'b---A. l ll state th ef'lr that lttL in'llemnify 
a.gaill.st loss: and a.Ye abJ to. mo 1!he- <tr f.t tlm· Seu.th\ buymg 
dall;r without. aey rejittid:fo:ns:,, tn>i! 1n.t tJ ireq or tender 
an:r etu.a.ll <!Qt.to Q.DI <:.fllllJ:'a. · Ne . Ynk 

• 
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The fol1owing extracts arc from the report of Herbert Knox 
Smith, Part IV, page D: 

'l'he future market. aside from its major movements, is almost always 
in a state of oscillation. * • * 

Under these circumstances the prices paid producers obviously will 
fluctuate-except to the small extent that limits might be departed 
from-clirectly with fluctuations in the future price thus used as a basis. 
While this means that some individual producers sell their crops on 
these minor depresi:;ions of the future price, this would not result in In
justice to producers as a class, since others would sell at a corresponding 
advance. · 

• • • • • • 
Thus this comparison of actual prices confi1·ms the conclusion 

reached from the study of limits. It is therefore clearly f:stablished 
that the influence of ablormal discounts of future prices is not fully 
offset by changes in limits, but that they exert a depressin~ effect 
upon the prices paid the producer ; and that this effect, while less 
pronounced than the producers often assert, is nevertheless appreci
able. • • "' 

To a certain limited extent such abnormal discounts of future prices 
tend to depress the 1)rices J!aid producers, not only intermittently, but 
constantly. • • • Anything which has a tendency to increase the 
risks of hedging merchants, as such abnormal discounts of future prices 
unquestionably do, has a tendency at least to force these merchants to 
demand a wider margin to cover their expenses and profit than they 
would require if they were properly protected. This means, of course, 
that the price which merchants are willing to pay the producer is 
thereby depressed. Furthermore, this influence, as just stated, op
erates almost constantly so long as the cause of such additional risk 
is not removed and not merely from time to time. 

It is conceded that the deliveries of actual cotton on the New 
York Cotton Exchange in performance of future contracts are 
merely negligible, rarely amounting to 1 per cent of the amount 
of h·ansactions there. The gamblers habitually employ the 
facilities of the exchange to manipulate the p1ice for the pur
pose of making money in this improper and reprehe_nsible way. 
The chaos that they are thus able to create in the calculations 
of any legitimate dealer or manufacturer is such as to make it to 
his interest to minimize its effect by hedging with the authors 
of this commercial disorder. It is said that they involuntarily 
resort to the exchange for this protection or insurance--but 
insurance against what? Insurance against the machinn tions 
of the -very fellows whom they are paying to. protect them. 
A.nd the manner in which they protect them is quite well de
tailed in the extended quotation from the testimony of Mr. 
Lewis W. Parker, contained elsewhere in these remarks. I 
ha.Ye drawn largely upon the statement of that gentleman, be
cause his observations are very recent and represent an ex
tensi>e and personal experience by an intelligent man, who is 
possessed of the capacity and independence to accurately relate 
the treatment accorded to him. He testifies in the main that 
he bas no prejudice against cotton exchanges further than the 
actual facts in the case warrant him in entertaining. 

It will serYe my pre ent purpose very well to read here some
what at length the testimony giyen by Mr. Parker before the 
Committee on Agriculture in the House of RepresentatiYes on 
the Dth of February, 1910: 

TESTIMO::-iY 01>' Mil. LEWIS W. PARKER, OF GREE~LLE, S. C. 

Mr. P.ATIKER. My name is Lewis W. Parker. My address is Green
ville, S. C. My business is cotton manufacturing. I am the man
aging officer-presidcn t and treasurer, one or both-of eight mills, viz : 
The Olympia Cotton l\Iills, Columbia, S. C. ; the Granby Cotton l\Illls, 
Columbfa, S. C.; the Ilichla.nd Cotton Mills, Columbia, S. C.; the Cap
ital City Mills, ColL1mbia, S. C. ; the Mononghan Mills, Greenville, S. C. ; 
the Victor Manufacturing Co., Greers, S. C. ; the Apalachee Mills, 
Arlington, S. C.; and the Beaver Dam Mills, Edgefield, S. C. Those 
arc eight mills of which, as I say, I am either president or treasurer, or 
both, and I am director in quite a number of others. I am at this 
time president of the American Cotton Manufacturers' Association. 
Personally I represent and control about 350,000 spindles. * • • 

I think I control more spindles in the South than any other person. 
I wish to have it understood, though, that I do not appear in my ca
pacity as president of the .American Cotton Manufacturers' Associa-
tion. • • * 

One of the Senators asked him how he protected himself. l\lr. 
Parker replied: 

I use 75,000 bales of cotton a year, and I have never yet been able to 
find a way. I study the subject every year, and think I have got some
thing, and I have never yet been able to find a way. If I do it by buy
ing futures on the exchange, before I get through I will find that the 
futures are away below a parity with spots; I hi..ve lost on my futures 
and have to pay a high price for the spots. If I do it the other way, 
by buying the spots and selling the futures against them, I am buying 
the spots before I have sold my goods. Then the futures are put up on 
me; have a loss on my futures, and I have my spots at the high price. 
So I have never _yet found a way of hedging the cotton. 

1\lr. BROOKS. Could Congress regulate the rules of an exchange? 
1\lr. PARKER. No, sir; I do not suppose Congress could regulate the 

rules of an exchange. And if the rules of the exchange are not regu
lated so as to be just to the producer and just to the manufacturer, and 
if their power of speculation is so reserved to them as to be an unrea
sonable and unfair speculation, to say the least of it, then I contend 
that Congress in its power must come to the relief of the producer and 
the consumer, and say to the exchange : " Under your present condi
tions you are doing an illegitimate and a gambling business, and there
fore we must exclude you • • • ." 

'l'o illustrate that. Mr. Chairman, in January, 1908, I bought ·5,000 
bales of cotton from a certain lntermed1ate man-a thousand bales a 
month-for delivery in January and l\Iay, inclusi•e. At that tim~ New 
York contracts were selling at 9.90 for 1\Iay. I bought those 5,000 bales 
of cotton at 110 points on l\Iay. '.fo begin with, that was an absurdity, 

that I should be buying cotton in South Carolina and having to pay 
where ~be cotton is raised, 110 points more than it was theoretically 
worth m New York. ~bat was an absurdity on its face. But the New 
York Exchange quotations then were away below the parity away be
low the price of spots. Therefore the intermediate man said': "I have 
got ~o ask you 110 points on New York." I agreed to pay 110 points 
on New York for those 5,000 bales. Futures were 9.90. That made the 
spot cotton cost me 11 cents. 
Wh~t happened? Spot cotton advanced; and when my friend went 

to deliver the spot cotton to me he had to pay 12~ cents for it in place 
of 11 cents. What became of futures? Although spot cotton advanced 
a cent and a half, futures went down a quarter of a cent What was 
the result? The man broke. He could not stand the strai.D. Re bas a 
loss there. :.r~at was only one of many contracts he had: It was a 
perfectl~ legitimate sale. 
hi~~ilf? HAIR:llAN. Do you know whether he had attempted to protect 

1\Ir. PARKER. Oh. yes; he bought futures. He had the futures. He 
bought futmes at 9.90. 

The CHAIRMAN. And he "went broke" because futures went down? 
Mr. PARKER. Futures went down and spots went up 
1\Ir. BEALL. Ile lost on both sides? · 
1\Ir. PARKER .. He lost on both sides of the market; and that is con

stantly happemng. I sar to you as a spinne1· to-day that I do not care 
how strong an intermediate man may be; I do not care whether it is 
George H. ;McFadden or not; I do not care how strong he is · it is al
ways a serwus question with me, when I buy up spot cotton' from the 
interI?ediate man •. as to whether he will be able to stand the strain of 
the differences e:nsting between spots and futures. • • • 

Now, take a case, Mr. LEVER, where I have bought 1 000 bales of 
cotton from the intermediate dealer. I have bou~bt It at the price of 
New York futures, we will say. He agrees to sell me, at May quota
tions, a thousand bales of cotton for delivery in March, April. or May. 
He has not got the cotton there. He buys the futures. He imme
diately becomes interested in the sustenance of those futures. He 
wants to see futures at least sustained on a parity with spots Sup
pose futures go down. The minute futures go down he bas a 

0

loss in 
his future transaction. He is going to make that aood by tryin"' to 
force spot cotton down correspondingly. And there i's one very sei'.ious 
effec.t that t~e fluctuation of futures has on spots. The very minute 
the llltermediate man who has sold me cotton buys futures he becomes 
a bear on. the market, especially if the futures decline, because he bas a 
!oss on his futures. In order to save himself from that loss he is ti·y
ing to .force a corresponding decline in spot cotton, and it is futures 
which m the end fix the price of spot cotton. • • • 

Now, gent_Iemen, so far as I am concerned, that is all I have to say 
as representing myself as a large consumer of cotton. I feel that the 
exchanges to-day, as now operated, are not of advantage to the con
sumer of cotton. I am satisfied they are not of advanta"'e to the pro
ducer of cotton. Notwithstanding the most illustrative ;eports of the 
Government officials, notwithstanding the earnest protests' of the m111-
men wh? a~e the CO?sumer.s, and notwithstanding the protests of the 
produceis, ~t seems 1mposs1ble to make our frien<'ls on the exchanges 
realize the Justice and fairness of our complaint. The complaint, I feel, 
is just and fair .. I feel, therefore, that the only way in which we can 
hope .for relief is through Go.Yernment action. If the Government. 
speaking. through your committee, feels that the effect of these ex
changes is unfortunate for trade, that their effect is to depress the 
value of the product of the producer. that the effect is to disorganize 
the. business of the manufacturer, and that the result of that is specu
lation, and that these exchanges, through the rules that they adopt 
favor speculation-I say if your committee feels that-I feel that we 
a~ consumers of cotton and my friends as producers of cotton have a 
t~~~t •to .co~e here together and ask for action from your commit-

Just :illow ~e to. say (and I am sure my farmer friends will 
!1-gree with me rn. this) that my fight and their fight lies in educat
mg our farmer friends to properly warehouse their cotton as you do 
:your wheat in the West and market it gradually during the season 
rather than to t~e and put .it all on the market at one time. • • • 

Q. What effect, in your Judgment, would it have if the Liverpool 
Cotton Exchange were the only cotton exchange in the world to dictate 
the price of cotton? 

Mr. PARKER. 1\Iy information-I have never traded on the Liverpool 
Exchange on the spot-is that the speculative feature of the Liverpool 
Exchange is almost altogether from America; that the Liverpool Ex
chan~e is used very little for .speculation by the Englishmen; that it ts 
America that speculates on Liverpool to bring Liverpool up or down to 
the American excbang-es. "' • * 

I think that if the Liverpool Exchange were the only one un
questionably a certain amount of speculation which is now 'done 
on the New York and New Orleans exchanges would be transferred to 
Liverpool. And if the effect of that speculation on New York and 
New Orleans is-as I think it is-to depress the market, I think tt 
would have the same effect on the Liveroool Exchange; it would have 
a depressing effect. But. at the same time, I think no condition could 
arise under which the crop would be sold over, as now, 20 or 30 or 40 
times a year on the New York and Liverpool exchanges. I think thP. 
amount of speculation would be infinitesimal compared with what it 
is now. • • • 

Mr. BURLESON. Right on that point, is it not n fact that the farmers' 
organizations throughout the South are now adopting means to ware
house their own cotton? A.re they not building up a system of ware
houses all through the cotton section? 
• Mr. P.ATIKER. I consider that the farmers' organizations in the South 
have been of the greatest assistance in the maintenance of prices; and 
I think the method you suggest is one of the means that they have 
adopted and have properly adopted. • • • 

Mr. LEVER. What would be the ultimate effect on producer and 
spinner of the abolition of the i!Xchanges in this country? 

Mr. PARKER. It would revolutionize, of course, the character of the 
present business. I would not sell ahead, as I now do, covering on tbe 
excha.nge, without having made absolute purchases of my cotton-spot 
cotton. But it would not effect me in my sales ahead. I would have 
to readjust my business, and I would readjust it and buy the spot 
cotton, put it in my warehouse, and carry it. • • • 

Mr. LEVER. There would be no difficulty, then, in readjusting your 
business so as to meet it ? 

Mr. PARKER. I do not think so; no sir. I do not think so. I have 
regretted exceedingly to have a condition arlse where I felt that the 
exchanges had to be abolished. But I do say that If the exchanges 
do not respond to this just demand, then there is nothing to do except 
to regulate them. I do say that they have not responded, and, judging 
from the past, I can not hope that they will do so In the tutw.·e. • • • 
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I thl:nk that 'if the effect o! doing away 'With the exchanges would 

be to ha¥e warehouses fo take care ot nil the cott011t it would be 
worth :many, 'IDnny times nny possible harm that w-0rud come trom 
the abolition f the exchanges. UnfortunateJ:y too mn.n_y of our 
planters now let their cotton stay out in the weather rJgbt through the 
winter and do not warehouse it. If, by the abolition of the exchanges, 
we could force them to a condition where they would warehouse their 
cotton, it would be the best thing in the world fox all of those inter
ested 'ln cotton. 

Mr. Sius. But it is a fact thn.t there fil'tl warehouses to take care -0! 
cotton now. 

Mr. PARKER.. There are; and the most intelligent tannel'3 nre now 
learning to avail themsalves o! them. 

Q. Is it not fnct that during the last three years there hr:.ve been 
about 2.000 of them built i 

Jir. PA.IlXEll. Yes; there .are a great many small warehouses being 
built e.11 a.rourui. 

The CHA.I'll.MAN. ls it the practice of tho e warehouse companies to 
receive the cotton 11Dd charge so much a month for warehousing it? 

Mr.. P.a..nKE:R. That is right. 
'The CHAIRM.ill. Or do they advance a certain l>OYtion of I.ts value? 
Mr. PARKER. There are different methods pur ued. They all charge 

for the storage. Some make an advance upon It directly. The gen
eral method. though. ls that they give a wa.rehou e receipt to the 
farmer. Once we get capital assured of the snfety of the warehouse 
reeetpt. and that the cotton will be kept the-re until 1t is needed. and 
the receipt can be hypotheeated ill the bllDks at a reasonable rate of 
interest, the el'feet has been (and 1 think lli. Burleson will ben:r me 
out) that in the last three years the rates of interest on cotton col
laterals have declined very greatly in the South. 1 have been nble, 
my elf, to help in placln"' loans for farmer friends th1s pa.st season 
as low as 5 and 51 .per cent, and last "Season as low as 41! per cent, 
whereas 1n the South, previously, our rates have been 7 and 8 per cent. 

Mr. Parker knows exactly what he is talking about. IDs 
stntements repre nt his actual experience, not only as the most 
extensive cotton sptnner in the South but as president of n. 
national organization that embraces in its membership a thou
sand spinners ho are cti"•ely engaged in the business -Of man
ufnctnring cotton. His st:ntements .are entirely in harmony with 
the information that anyone can derive from other perfectly 
authentic sources. In fact, what he says is coinmon knowledge 
umong those ho 'are informed about the business. In addition 
to the testimony given by Mr. Parker before the Honse Com
mittee ·on Agriculture, be testified befor~ the Senate Committee 
to Investigate Wages and Cost of Commodities on the 14th o! 
l\Iay, 1910, and I make further extract trom his testimony then 
gi en, volume 2, page 947. The vice of the whole fnture-g::un
.bling system. as it exerts itself on the legitimate manufacturer 
of cotton, was uncovered by a single question propounded by the 
senior Senator from Utah [Mr. SMOOT], noted €verywhere for 
the hard, practical sense which characterizes bis consideratio11 
of e>ery commercial question. The following is the statement 
made by l\I:r. Parker in answer to the questions proponnded by 
Sena tor S11.roOT and Sena.tor ORA WFOBD : 

SYSTEM ll'OTICES I:TiilllYOKE TO .BE001U1il A SPECULATOR. 

Sena.tor SMoo~ Then it resolves itself right down to this, that if you 
;yourself are going to deal in futures in goods, )YOU have got to deal in 
futures in cotton? 

Mr. PARKEB. I agree with you on that. • 
Senator CRAWFORD. Y u make the best money on your keenness in 

judgment in maxing contracts for the .tutnre snle and delivery of your 
goods; isn·t that true? 

Mr. PARKEll. I will tell yon that l think specn\:ltin~ in cotton is doing 
more trouble than anyth1ng else. If the pr ent conditions are to be con
tinued, then I tell you I am not a legitimate business man or a .manu
facturer, but I am a.speculator. 

It is not a possibility for any cotton dealer nor for any manu
facturer to maintain his distinct attitude as such in his business 
as long as the ,.ew York Cotton Exchange is permitted to carry 
on the busine in which it is now engaged. Mr. Parker dis
tinctly admits as much, and what he has admitted can be estab
lished by e•ery other person engaged as he is in an -effort to 
confine himself exclu tvely to the legitimate business. of mann
factqring cotton. The 1prncess by wllich this commercial outlaw 
is practicing its impositions upon the great cotton industry is 
the result of growth and evolution. The wit 'Of no <me man as 
eYer sufficiently pen-erted to in-vent any such scheme in a day. 
Every time something new m the llne of~ ingenuity has 
been brought to the surface by .an ctual transaeti-On it has been 
concreted to the laws of the New York Cotton Exchange. In 
addition to giving the· seller the -0ption, the laws <>f the exchange 
do not require him to deliver merchantable grades of cotton, but, 
to the contrary, encourages him to a course of virtual fraud 
upon hjs contract by giting to h1m the privilege of delivering 
cotton wholJy unsuited to purposes and use by any spinner. 
The buyer is still further handicapped and penalized by being 
required to accept only certificated cotton; that is to say, cotton 
which has been arranged to serve the nltimate p.arpose of th~ 
exchange of deterring any deliveries at all. In suppo1i: of my 
.assertion that cotton intended to be delivered to those who sub
seribe to the rules -Of the gambling "'a.me sufficiently to manifest 
a willingness to aeeept deli eries -deliberatelY circumvented 
by what is permitted by the ro1es of the exchange, I submit the 

following extracts from He1·bert Knox Smith's report -0n cotton 
exchanges, on the 'Pages ind1cated: 

.Herbert Knox Smith's report, parts 2 fill.d 3, p ge 156: 
From variorui statements made to xepresentntlve -0f the bureau 

howev.e-r1 it appears reason.ably certain that t1le privilege of tenilerin.; 
a misceilaneDns assortment ol .grade tn the New YorR:: ID1lrk.et l:uts at 
times been abnsea by i:ndivillnal de1iverers. -Such abnses are not 
confuled to the ~ew 'York market, althaugh they appear to have oc
curred with special freqneney there. For instance. in the Liv-er.pool 
market, where the deliverer is a.llowe'1 to tend.er 4 mar - on a single 
contract delivery, it .is -sn.ia to be a general I><" ctiee of ellers to mix 
aeUveries to this extent, even "though "they may be put to -some trouble 
in doing so. in the same way, in the New Orleans market. where 
tende.rs are admittealy much more sru:isfactory than nt New York, 
certs.in sellers wbo found that mill w able to use the deliveries are 
said to have _made a pt>dal l>Olnt of tenoering a grade of eotton not 
adapted to tbe reguirements ot the mill 1n question. • • • 

A:-s a ~atter of fact, no large amount of time was cspent m inv-esti
gn.tmg this charge as to the mere point of intent or motive fo.- the 
st~ple reason that, as a matter of fact, tendCI'S are ordiliarily -so 
tnlXed as to be objectionable. Tbe fact of this condition was co~
sldered of more importance than the p rsona.l m.otiV"es which ml.,.ht 
have been responsible for it. The opportn:nity is clearly open for buse 
of this privilege in either the New York or the e Orleans market. 

"The long and the short of the whole business is that the 
New York Cott.On Exchange and its New Orleans :parasite .as 

ell are enga"'ed in a systemnticaTiy organized raid upon the 
prosperity of those engaged in the eotton-pToducing business. 
The members of the New York Exchange -exact a charge in the 
way of brokerage fees from its victims and its involuntazy 
coconspiratoTs, the spinners, of at least $10,000,000 a y.ea:r 
for transactions on its floors. Up to 1901 it was possib1e to 
get authentic informntion · concerning the amount of Dhantom 
cotton bought and sold on tha.t exchange. Since that i:ime 
no reliable information can pOSSJ.o1y be obtlined. Instances 
~ Te occurred .here. proniinent members -0f th exchange were 
mterrogated on oath as to the extent of these operations there, 
and they have in-variably answered that they knew nothin ~ about 
the matter, no record thereof being kept. By a process of com
_pa.rison it has been indicated as a fairly justifiable estimate 
that the transactions there exceed the amount ot the actual 
cotton crop produced .from ten to twenty times. A conserrative 
estimate would be tba.t the transuctiorn> on that exchange 
a.mount to 100,000,000 bales of frrtnre cotton, where the crop 
of actual cotton will not exceed 15,000.000 bnles, and thnt the 
fees -paid to the brokers• for these transactions wm amount 
nominally to $15,000,000 annually, bµt when we make deductions 
therefrom for that part of the business known as 'wash sale " 
which are collusively made between the members of the ~
change for the purpose of cr·eating market quotations to serve 
some prearranged corner or raid, it can reasonably be assumed 
that the amorm.t of money ta.ken as brokerage fees from non
members who deal on that exchange easily amounts to 
$10,000,000 annually. .A. " wasn sale .,, is one made by one 
member t-0 anotheT who, either directly .or indirectly, during 
the day sells back to the member from whom he bought fill 
equal amount of cotton. It implies co11nsion, and many times 
is resorted to t<> circumvent some specnlator or investor not 
a party to the deal. The amount taken fr-OID pure speculat-Ors 
or gamblers amounts to $75.000,000 a year accordin~ to esti
mates. In eannection with this matter of the extent 
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t.o which 
future deals are made on the New York ()otton Exchange. I 
submit the following extract from Herbert Knox Smith~s 
report in -a table giv·en at :page 273, I>arts 4 and 5 : 

Y.ear. 

1893. - • -- .•• -··- .. ~ •••. ·-· ••• -· •. ··---- .••• ·-·- ••••• ··-. -
1894_. -··· .•••.•..••..........•..•.••••...•. - ..•... --- •... 
H!95. - • --·····-------. -- ·--·- ·-·· .••• ·- .. - .• ·-. ·--·-··· 
1896. -· ··-· ~·----·· .• ·-··· .. ····- ··--·- •.•••.. ·- .... 
1897 •• •••••• ·-·· ···-- .• ·--- ... ······-· ....•••• .•••• ; .. ··-

Cotton 
crop. 

.Bales. 
6, 700,365 
7,493,000 
9,001,_2;)7 
7,161,094 
.8j532J 705 

Sale ol 
futures. 

B.IJUs. 
03, 245, 400 
37~ 00 
"9,3 ,500 
:56, 400, .000 
35,118,GOO 

As a possible explanation for this, ruu:l a justification for Jt, as 
nearly as it can be j1:8tified or ex;pla.ined, I snbmit the follomn.g 
extract from Mr. Smith's report, at the pages 1ndicated; 

The extent of hedging .ca:n only be stimated; opinions as to its 
volume vary widely. Estimates obtained by the bureau of the annual 
total of 'hedgln.g transactions m the New York, ~ ew Orleans, nd Liver
pool markets eo:mbined rmige all the way from 2~;iooo,ooe ~rues or less 
to more than 125,000 000 bales. An exporter at New Orler.n~ estimated 
that a '!:3;0.00;00&-bale crop would ~ily · furniSh 26,000,000 bales <rf 
hedging transactions Jn the three Iilll.fli:-ets combined. A w Or.leans 
!actor estimated that the combined hedging uperatinns Jn tbe nuu'.ket:s 
ln the <SeaSOn o! 1906-~., when the crop was about .1.~;500,000 bales, 
might easily have amollllted to .50,000,.000 baleg. ill his opinlon the :pro
portion of hedging transactions in the total o.f future dealing w.as 
largest ln Liverpool And 'Smallest in New Yark. Other mei·clllmts inter
view-ad esttma:ted ithat an .ordinary crop <0! cotton ·s bed_ge.d all tb.e wa:y 
f:ram one 1:0 .five times. As each 'hellge .eventunl.l_y means botll n sale 
and a purcllase, every h dge counts twice m the total of fntm'..e transac-
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tions ; that is, if 13,000,000 bales of cotton were hedged once this would 
ultimately contribute 26,000,000 \Jales to the total of future transac-

ti~~atever the volume of hedging transactions proper may be, there 
can be no doubt that future trading is I:irgely made up of '!hat are 
commonly regarded as purely speculative-though not necessarily gam
bling-transactions, and that without such OJ;>erations on an ~xtensive 
scale the future market would be impracticable. The best evidence of 
this is the repeated failure of attempts to establish organized future 
tradin~ ·in cotton in markets where speculation was practically absent. 
Thus 10 the season of 1906-7 an attempt was made to establish future 
tradiiig in cotton at Memphis, but the movement fell flat from the start, 
chiefly owing to the fact that there was no speculative business. Similar 
attempts have been made on the Mobile, Savannah, and Galveston Cotton 
Exchanges but in evP.ry case without success. In all of these markets 
there are merchants who employ buying and selling hedges extensively, 
so that this feature of the business was not lacking. • • • 

It is true that transactions in future contracts on either the New 
York or the New Orleans Cotton Exchange in any year ordinarill repre
sent a >Olume of cotton vastly greater than the total crop. I is not 
unlikely that the combined transactions in futures on the two exchanges 
in i:ome years represent 10 times the volume of the crop. The greater 
volume of transactions is due, in part of course, to the fact that con
tracts repeatedly change hands during the period from the time that 
they are entered into until the date of maturity (p. 268). 

The cotton-exchange interests insist that if the pending 
amendment shall become law the business of dealing in cotton 
for future delivery on the exchanges of the country will cease. 
The logic of that statement is ~at, unless the so-c:llled specu
la ti •e, or gambling, element is allowed to make n;ioney ~egiti
mateiy, the so-called hedging branch of the busmess will be 
discontinued.- In l\fr. Smith's report on cotton exchanges, at 
page 161, this observation occurs: 

The chief reason for a future system is that it renders some serv.ice 
to the trade. If the future system consisted merely in the exchangmg 
of contracts between speculators, without conferring some benefit upon 
trnde as a whole an exchange would have no right to exist. No matter 

·how correctly such speculators might judge crop conditions and forecast 
pl'ices, if their operations did not confer some advantage UP?~ the trade 
and the community at large, an exchange under such conditions would 
be little more than a gambling place. • 

GAMBLING NOT TO BE DEFENDED. 

The indefensible doctrine is thus declared that a wholly 
•icious business must be permitted to continue if, by indirection, 
some good or pro&t shall result to a small number in the com
munity. The rule is, you must so use your own that no harm 
to others do. It is· not true that when the character of the work 
clone on the cotton exchanges is wrong and oppressive to a class 
of persons, that this wrong should be allowed to continue be
cause in some rnmote way, some one !:as been al le ~) make 
such terms with those in control as will minimize his losses due 
to the commercial disorder produced by them. The fact of the 
business is, from the very first page to" the very last of this Yery 
able illld exhaustive report made by the Commissioner of Cor

. porations, there is an arraignment of the cotton exchar:ges and 
their present methods of doing business. The admonition has 
been repeatedly given that they must change their methods or 
else they must expect to be dealt with as others are who 
habitually violate the laws by which society is maintained. 

The report has now been before the public for more than five 
years and no changes have been made in their methods, and the 
New York exchange solemnly insist::; that no changes can be 
made and its essential purpose presened. They contend that 
the exchanges are not places where cotton is bought and sold. 
They simply deal in the element of price, naturally or artificially 
produced. The institution has nothing whatever to do with the 
handinu of actual cotton or its manufacture. It is an interfer-

-ence wlth its plans to even talk about the actual delivery of 
cotton. They deal with it in its theoretical and not in its prac
tical aspect. They fix the price to suit themselves when they 
can create conditions by invoking the combined powers of the 
organization. Sometimes they operate in the interest of the 
spinners, and sometimes they will buy or sell for a well-orgai;i
ized and gigantic clique of cotton-exchange members and then· 
allies in opposition to the spinners. The producers are ne•er 
consulted. They ne-rer appear there. They have no voice in 
what is taking place and no notice that it will take place. The 
fluctuations are so rapid there that the local buyers with whom 
the actual producers deal, especially the small producers, are 
constantly perplexed by this artificial activity, and in order to 
be on the Eafe side the first-hand buyers from the small pro
ducers must give themselves the benefit of this uncertainty by 
a reduced offer. The larger dealers may keep themselves closely 
in touch with what is going on in the New York Cotton Ex
chan"'e, but it is not true with the scattered and disorganized 

. prod~cers and small buye1·s at interior points, where probably 
the greater part of the cotton is marketed. The vice of the 

. whole system is directed against the small producer and the 

. small dealer, who have no cotton-exchange connections or means 
by which they can protect themselves even if they did. The 
whole trend of modern progressive action is to help the fellow 
at the bottom and to make it easier for the man who is willing 

to work to do so in such a way as will bring to him a fair part 
of the value he produces. All of our modern legislation is char
acterized by this enlightened purpose and policy. · The cotton 
growers of the South should not be the only yictims whose 
wrongs shall pass unnoticed. 

The representatives of the cotton exchanges in the discussion 
of this subject imply that they are the guardians of the cotton 
raisers of the South; that, in fact, if it were not for them there 
would be no mark.et for cotton and that the whole business 
would fall into disuse and demoralization. Such a contention is 
grotesque and would excite mirth if it did not relate to a sub
ject so serious. The South is about as independent in its 
commercial relations as any part of this country, and if it 
shall only have fair play in the franiing of the laws of this 
country it will excel in commercial and industrial progre s 
and power any other section of the land. Its industries and its 
activities are not dependent upon any measure of bounty doled 
out to it by 450 cotton gamblers in New York. There is a grow
ing independence manifest in all l:inds of c.ommercial employ
ment all over the South. There is not a State in which cotton 
is grown that does not possess sufficient banking facilities to 
take care of every bale of cotton produced in that State. It 
is the foundation industry of them all, and its beneficent ef
fect runs into every channel of trade and affects every calling. 
Everybody's business depends upon it, and everybody locally 
concerned is interested in seeing that the great staple is per
mitted to sell on its own merits and to bring into th2 section 
where it was produced its real value. The spot-cotton busi
ness is now carried on upon a perfectly satisfactory and inde
pendent basis, and this wholesome condition is increasing in 
strength and usefulness all the time. The last 10 years ha•e 
been years of prosperity in the southern cotton-growing section. 
Even now there is a very large number of farmers who are 
sufficiently financially independent to be consulted in the neg9-
tiation before they part with their cotton. This is not only 
due to the bettered financial condition of the farmers, but be
ca use they understand better than they ever did before the 
conditions that surround them. They, therefore, are but slightly 
alarmed about the threat o he exchanges that they will per
mit the business to drop into hopeless demoralization if they 
are not permitted to rob the industry annually out of 
$100,000,000. lllany of these cotton-exchange impositions are 
such as to increast> the price that the consumer pays without 
giving to the producer his proper share of what the consumer 
pays, produced by abnormal market arrll)gements. Existing 
conditions show their evil effects in a course of dealing that 
requires that the price must be higher after the cotton llas 
passed out of the hands of the producer into the hands of 
some middleman. I submit a table here which presents as strik
ingly as anything can the necessity for a more rational system 
of marketing.: 
Comparison of autumnal low price for cotton and subsequent high price for 12 seasllM. 

(Cotton season commences Sept. 1.) 
[As shown by quoted value middling cotton, New York.] 

Season. Price. 

1901_2 {Autumnallo~ prici:, 7.80cents .......... . 
···- Subsequent high pnce, 9.80cents ........ . 

l902-3 lAatumnal lo~ pnci:, 8.30 cents ..... _ ... _. 
· - · · Subsequent high pnce, 13.50 cents ....... _ 

1903--4 Autumnal Jo~ pnci:, 9.50 cents .......... . 
-· · · Subsequent high pnce, 17.25 cents ....... . 

1904-5 {Autumnal lo~ pnci:, 6.85 cents .......... . 
· ·· · Subsequent high pnce, 11.40 cents ....... . 

l905-6 {Autumnal lo~ pnci:, 9.85 cents .. _ .... _ . . . 
~ · ·· · Subsequent high pnce, 12.60 cents ....... . 

l906-7 lAutumnal lo~ prici:, 9.60 cents .......... . 
· · · · Subsequent high pnce, 13.55 cents ....... . 

1907_8 Au. tumn.al lo~ prici:, 10.60 cents._ ....... . 
··-· Subsequent high pnce, 12.20 cents ....... . 

1908-9 Autumnal lo'! pric~, 9 cents .......... _ .. 
· · · · Subsequent high pnce, 13.15 cents ....... . 

l909-lO !Autumnal 10\~ pnc~, 12.4-0 cents ........ _. 
- · · Subsequent high pnce, 19. 75 cents ...... _. 

l9l0-ll Autumnal lo'Y pnci:, 13.60 cents ......... . 
· · · Subsequent high pnce, 16.15 cents ....... . 

1911_12 Autumnal lo~ pnce_. 9.20 cents ...... _ ... . 
· · · Subsequent high pnce, 13.40 cents ... _ ... . 

1912-13 Autumnal lo\~ pnci:, 10.75 cents . . ....... . 
· · · Subsequent high pnce, 13.40 cents ....... . 

Date. Variation. • 

November, 1901. .. } 
April, 1902 ....... . 
November, 1902 ... } 
July~ 1903 ........ . 
Octooer, 1903 ...... } 
February, 1904 ... . 
December, 1904 ... } 
July, 1905 ........ . 
October, 1905 ...... } 
December, 1905. _ . 
Septembe!'1 1906 ... } 
August1 loo7 .. _ .. . 
Novemoer, 1907 ... } 
June1 1908 ....... .. 
Octooer, 1908 ...... } 
July, 1909 ....... .. 
Septemberi 1909 ... } 
:August~ 19 0 ..... . 
Septemoer, 1910 ... } 
May, 1911 ........ . 
December, 1911 ... } 
July~ 1912 ........ . 
Octooer, 1912 ..... . } 
January, 1913 .... . 

Cents. 
2.00 

5.20 

7. 75 

4.55 

2. 75 

3.95 

1.60 

4.15 

7.35 

2.65 

4. 20 

2.l'l5 

12)48. 70 
Average variation between high and low extremes ... _ . . . . . . . . . . . . . 4. 05 

'.rhe avel'age variation between the autumnal low price and subsequent 
high price is 4.05 cents per pound, equal to $20 per bale. Assuming 
that one-half of thi.s could be saved by gradual marketing. the re ulting 
gain to the cotton growers of the South would be .. 10 per bale. On the 
present average crop of 15,000,000 bales th1s would be the equivalent 
of $150,000,000 a year. 
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'l'his would not be an added tax on the consumer, for, aside from the 
fact that two-thirds of the cotton crop is exported, it is probable that 
the consumer now pays the average price of the season. and the differ
ence between it and the minimum low price is the profit exacted by ' 
the middleman for the theoretical risk of buying cotton when it must 
be sold. 

The discussion incident to the pendency of this amendment 
has been yaluable in more directions than one. It has at least 
established the fact that the so-called hedging business car
ried on by the exchanges is tolerated by them as a sort of in
-vestment in popularity. Every vicious and demoralizing busi
ness must have some way by which it can at least attempt to 
justify its existence and to protect itself against the force of an 
aroused public opinion. In this particular instance the hedgers 
and their friends perform this service for the room gamblers, 
who could not openly defend their part of the undertaking. So 
completely is this true that it is now openly declared that the 
source for funds to make hedges safely is the unprotected specu
lator or actual- gambler. In other words, the exchange will not 
carry on the hedging business unless it is als.') permitted to 
carry on the gambling business. In this connection I quote a 
statement from a very plausible and able paper on the general 
subject prepared by Mr. William B. Thompson, late president of 
the New rc>rleans Cotton Exchange, and dated July 21, 1913: 

NO GAMBLING, NO HEDGING. 

The source of the supply of hedge contracts is speculation (gam
bling). Traders with different views as to the future course of prices 
meet in the future market and either in person or through brokers 
offer to buy or sell. From this nucleus the broad hedging market 
develops. It is quite true, as has been alleged, tb.at the hed~ing non· 
speculative contracts constitute the bulk of the trading in tne future 
market, and that through the meeting of many such traders it often 
happens that by transfer and exchange both parties to the contract 
are nonspeculative hedge traders, but the fact remains that the basis 
of the underwriting function is the risk assumed by the speculative-

Gambling-
division. If therefore speculation___.. 

Gambling-
bc eliminated from the future market, the basis of the hedglng market 
is destroyed. So if you prohibit speculation-

Gambling-
the hedge market will suffer likewise and , there will be little or no 
revenue therefrom. 

ri'he purpose of this amendment is to differentiate the two 
classes. It is as probable as anything depending upon a future 
contingency can be that the "sucker," "lamb," or purely specu
lative element will not pay 50 cents a bale for the privilege of 
gambling. The ideal "sucker" on the cotton exchange is the 
one-or-two-dollar-a-bale-margin dealer. It is easy to get rid of 
him by prearranged fluctuations, and thus get him out of the 
way so that he will no longer be any trouble and have his mar
gin entered on the books as a real profit in the transaction. 
These fellows will not pay the tax and the commission when 
there is a certainty that just an ordinary daily fluctuation will 
leave them without an interest in the game. Without the possi
bility of this accumulation of small margin dealers it is said 
that the exchanges will not take upon themselves the risks inci
dent to deals made by spinners and strong dealers. 

These latter can easily keep their margins good until the 
maturity of their plans, at least until the accomplishment or 
failure of the purpose they have in view. The rules of the ex
changes are so adjusted that they may be mulcted quite liberally, 
but not to the extent that the ordinary inexpert speculator is, 
this being the graceful term used to describe him after he has 
been separated from his cash. I think the New York Cotton 
Exchange is wholly bad and has no right to exist. There is not 
the slightest possibility of its being a real service to the cotton 
industry, and its longer continuance under present conditions 
is detrimental in the highest degree to the people in whose 
welfare it is both my duty and inclination to be interested. 

The pernicious business has been assailed by so many people 
and from so many quarters that its defenders have evolved a 

. highly technical and a we-inspiring phraseology with which they 
project their alleged e~cuse for its existence before legislative 
assemblies. They never attempt to -justify their right to exist 
before the public, for with them it is a case of "the public be 
damned." They ask nothing from the public except a crop of 
"suckers" moderately well supplied with actual cash. To read 
one of their printed arguments-and they are sometimes able 
and Yery plausible-the average reader will get the same im
pression that a Digger Indian would on hearing a Greek poem 
recited. The people understand the effects, but they can not 
instantly understand all of the plausible arguments advanced 
in support of this business by their interested and subsidized 
defenders. The fundamentals are not hard to understnnd 
by those who are the victims. The cotton producers kuow 
that before a single seed of the next cotton crop is planted that 

L--252 

scores of people who. never saw the inside of a cotton field 
assume to fix the price at which they guarantee, in the form of 
contracts for future delivery, to deliver the whole of the next 
cotton crop; and not only that one, but ten times the number of 
bales that can possibly be produced and marketed. The farmer 
who is to make the cotton is never consulted about the arrange
ment and has no means of protecting himself against it. r_t'he 
cotton spinner may, in a m~asure, protect himself against it by 
paying tribute to the institution that has created this unwhole
some condition. No matter what takes place, the farmer is at 
the mercy at every turn in this unholy negotiation and without 
any means of protecting himself. He is the ·only party inter
ested in the transaction who is now clamoring for recognition 
of the legitimate law of demand and supply. He is the only 
real victim of the business. The spinners of ·the country are 
!in orga~zed body and can treat as a unit with the other organ
ized bodies, namely, the cotton exchanges, who are on occasion 
the!r adversaries and at other times, to a greater or less degree, 
their confederates. The farmer is never represented in the 
affair, and the smaller farmers have no means whatever of know
ing the influences that are at work against them. The existence 
of this condition has become all too well known. While there 
~ay b~ difference of opinion as to the best method of getting 
rid of it, there is no one engaged in the cotton-producing busi
~ess th~t is i~norant of its effects. That part of the community 
is a umt agamst the continuation of the system. The time bns 
arrived when this business must cease if justice is to be done to 
that great body of our toiling citizens who produce this ureat 
and all-important commodity. "' 

These cotton exchanges haye been warned to change their 
me~hods so as to bring them somewhat into harmony with the 
~nl1ghtened .sense of justice of the present day, and they have 
msolently disregarded all of these warnings, because the busi
n~ss, as they have planned it, can not be conducted on any prin
ciple which recognizes justice to the producer. This warning 
has been given to these exchanges by every leuislature in the 
cotton-growing States except two; by the ofte; repeated pro
tes.ts of the spinners' orga:iiizations of the country; by the 
umted and earnest protest of every farmers' organization i:1 the 
country; by the repeated efforts that have been made in Con
gre.ss from time to time to reform the business or put an end 
to it; by e7ery chapter and every section in the elaborate and 
able report of Herbert Knox Smith, Commissioner of C0rpora
tlons, on cotton exchanges; and, again, by the specific and defi
nite obligation ·1aid upon the members of the dominant party in 
the present Congress by the platform adopted at Baltimore last 
summer, in which that party pledged itself to be active in aid of 
agriculture, and as a means to this end urged Congress to pass 
.laws that will effectually destroy gambling in agricultural prod• 
ucts. I had the honor of offering this provision in the commit
tee which incorporated it in the platform as reported and 
adopted. None of the admonitions have been heeded to the 
slightest extent. The fact of the business is, the exchanges have 
lost the power of self-correction of the evil. They have sinned 
away their day of grace. The hour for their destruction ·is at 
hand, and the only power that can deal effectively with them is 
the Congress of the United States in the exercise of the tax:ng 
power authorized by our Constitution. When the Hatch anti
option bill came so ""J.ear passing Congress in the Fifty-third 
Congress a widespread movement for reform was agitated 
among the cotton-exchange membership themselves. Quite a 
show of virtuous diss::.tisfaction with existing evils and a de
termination to reform them was then made, but when that bill 
met with defeat in the House of Representatives we heard no 
~ore abo~t change~ in the system. Conuitions have been grow
mg steadily worse mstead of better. As an indication of the ex
tent to which the New York Cotton Exchange was willing to go 
i°: ~odifyin~ its _.netbods rather than to take· the ch1nce of pro
h1b1tory legislation under the taxing power, I call attention to 
the following quotation from Report on Cotton Exchanues to 
which I have made such frequent reference, on page 191 :

6 
' 

The adoption of such a clause bas been advocated for many vears. 
In 1892 and 1893, ~hen the so-called Hatch antioption bill was before 
Congress. a dete_rmmed effort was m:ide by many cotton interests to 
secure the adoption of such a clause, its advocates taking advantaae of 
the. uneasiness in exchange . circles over the. Hatch bill to press their 
claims. On January 24, 1891, the St. Loms Cotton Exchange passed 
resolutions addressed to the New York Cotton Exchange uraina the 
adop tion of the low-middling clause. Nothing substantial apperu:s to 
have resulted from this agitation. Opposition to the Hatch anti
option bill became more and more vigorous, until the measm·e finally 
failed to pass ; and with this danger out of the way the two cotton 
exchanges became more indifferent to this agitation for a modification 
of the contract. 

This action presents :r repetition of the situation described iil 
tlie old say inf;: · 

When the devil was sick, the devil a saint would be; 
But when the devil got well, the devil a saint was he. 
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W.h:y :s1wnld :f.hrs b~siness con'lfume longer 1 :'file 'SPiml~s :say - :the 'ffi'lbje:c.t .of ·dealing m fi:tur~s on Ihe ·cotton .ex;clumge, pre
·they are -{:}pposed lto _at, :and .every irepresentat:rve .a•ntho:rrned to . iJlll'l~e~ l:>Y ~o.f.. ~ .J~~ Chap.man, M.. ~ a.ad read befol'e 1the Reyal 

.peak for ithe :orgnmzed fnl'mers rof ithe ·cmm-t:_ry sa_y itlle-! m-.e · ,Sta.ti~caJ So9ety rn _London on A_pril ;24., _1006, and may :be 
.opposed to 1t. The :fm.·mers hal<e presented thell' .attlit11de m ·re- l f01Jnd m the Journa.J •of fhait 'SDeiety in -velume -69. He closes 
gm_.a to it in the 1'o:rn.. ·of .an ta'l'!l:borized .statement by 'R repre- . an -extended and most scientific discussion of the subject with 
sen tatiTe <0-f theiirs Sffil. t !he.r-e lf<>:r :file wmrpe.se_, -as will l0e -se.eR .f!rom · tm s •dhs.erv.a:.thm ~ 
·:the following 1extrac.ts ~ the ~any of Hen. 'T .. -J. Brooks, 'Of · , .Fi'ml.ilily~ !the 'reader mm;± 'b~ wa.rn~a a:ga.m lthat nothlng jn 'l:hls _paper 
Atwo0d, Tenn., who :J:S -a .:Pl'Om:m.ent ·officer <of .the Fa:rmer.s' : can b.e .taken t o :.derrro.rurt:r~ :t.hnt.Jawes wD-nlll he tead-ler if ':futures " 
Union of the United St-at--es. His :testim-ony"¥ms -given 1her0re fhe , ~%iu.rn:~., ~~c~{u~\:h~ ::h~n~ n~ :tesksn.=t~fie(,)tb' l~tll e:::~o~ 
'()um mi ttee on Agri eulture i:n tlre Ho-n-sc, 'Of Represen1:au \'-es ron , prices_ 'in 'SOme. ,(legree. B~ :that e:verybody 1ccmcerned we~d b~ b~n~
-the 9th <:>-r February, 1910. His ·sta'tement on ttmt occasion is : iited, if gamD'ling 'by !the :mexpertt: -public and :all tam-p.ering with the 
camprebeil:Si>e and able, ·nnd ms fil:"gum:ents ag-ain'Bt fie longer , •mauket 'co:ula 'be '1Jrev-en.te:d, ·we-.lfe.el :no doubt. 
.e:x:istence of these excnang-es ar-e as concl-se .and -:f.orC:l.ole a-s can , .I_ rulso ieall atten11ion to tthe ~allow.ing :ex:trnct taken .from [(5he 

be found anywhere. A perusal ·of m-s -statemell'.t m frrll will :com- j 11.Tticle on _c_?ttan e~c'hanges m rtt:e Ency-elo_predi.a BTittn Thi'ea. 
pensate the tirile required to do so. At this -point J: 1Pfese-nt ; ~eve:at'.h <efiltl~n, ~e :245. ~e ·article QS a vecy :exharns'tive .alld 
somewhat ·extended extracts !from that ·statem-ent-: .able one, d.ea'lin-g with the snb:tee:t 'in many uf its asp:eets as the 

. TESTLMO}<--Y ·OF ~rn. :BB00'KS. I Ba~ T~aite -to tthe co~on in:Mkcet rn ~gland. .Its o'bser;va:tions 
If the bedglng business was confined 'to 1lle ne.tua1 :number of 1Ja1es ~ -~0 :wt m"clllde wha.1 18 talnng ;p:tn,ce 1.Il -eur «:!-D'lllltry. [ :Present 

-of cotton Tais.ed rand sold, l ·ifoubt 1f -it --would have :Rttr.a--cte.d ~uch 'Wide- : ~ ~Iy ;for ,the :p:urpos~ 10-f. ll?Wlll;g -whtt.t tb.-e :cotto-n eKeh-ang~ 
-spread .atteHtian. As .on.ty 11. .certain part of •-each ootto:n .crop 'is .actnaJJ .. v :ill 1t;s ibest ;a;speet :as {ill :l.'IlSID.tution -foT th-e purpose o,f l!>l'Omotillg 
.. covered by hedges by tbos.e w.ho lmndle J:.he ·sp.ot (~0-~1-0n, :it ::!ollow__s th.at the welfrur.e of a cotto-~:nsnmmg ,,.,o.,....+-i+m-anc ·s - +-.l ,f-;-r..+." .• 
·only tha.t ;per cent 'Of eaeh yeaT':s -crop can be le_g1.tima.t61.y 'hedgRd, ,an_a i _ · - · '--' .ui:s1; uu""'-' Y~ l an .lilS.uu:u.t:lDil 
-tbi-s wottld limit each ~a.r's options t-o se>me.thing •lrike ll;OOO;eoo m 1 ·whose 'OJ'>~era.ti'.ons ·reJ"fill.1 Ji growing nn.steadiness in ·the _price 
l!i,0-00,000 ,bales, o:r perhaps 6,000;000 bales, 1.illd m the 'firr.thest :erten:t it . quota-ticms :Of rentton. • 
.co-uld not .e:x.ceed the :number oi bales .thai wer.e tPToduc.e.d 1fn a .wear .. :a:nd Th t ~ . . . . 
U seems 'that .the most r.eliable iigur.es that -we can obtnl-n sho-w tbat e ?0 come of th.e -w.h?Je matter J.S that the mvest1"'ator is stlll 
100,U0.0,000 'bales .ar.e baug'h-t ·and ·sold on tbe ,exchanges o:f 1th.is ·cuun"tl";Y · ba~.e~ .m h1~. attempt 'to ·c'fIBcov~1· wba'.t eff.ee~ tlle use of 9• ~u tu res." is 
ever.y ye.ar, so that tlley ean sca:r.c~y be tcalled .aemal <eo.tton '.ex.changes, : ~v.m.,, .:on _pr-ices to-da,~. "T,he s<iJ:e piece rof ·enfrene.e from whicll 1reliable 
-but ru:e _more optio:n .exchanges than cotton ;exchanges. • • ·• c.ondusionll 'IJ'!ll-Y [be rdra'W.n ls ;that throug'h ·sqpa,r.at.e merumr.ements at 

All we wonld ·ask i.s to give the normal operation of the law ot supply 1 price . fluctuations -o-ver some 4-0 we.a.l's 1·e-v:en:I .a _graw.i.ng rnnsteadi:ness 
and .demand :futl sway. Let tbat 1lelp who jt will ur be .to the ·de:'tr:iment · o'f_ ;}ate, whether they :be :e;xpressed .n.'bsol-uteJ·y o;r :as pei,cmrtages ·of 
of who it will, it is justice. That is honesty, that Jis reqnity, :and •we ' lJllli!e. CCo.tton----mIDeydopmfila iB.r.ittn.nica,. 1.1."t.h .ed-. ip.. ·241'.) 
.think to ~emand more ls wrong, and w.e .think to .be satis:fied wjtb less 1t is ,pr.o-.per to .say :m Cfmelofiling tms :feruttrne tif these remarks 
is -cowa.rdrne. We see .no excuse for anyone, even though .he lbe a faTmer1 , :that .... "" . _ of 1-"l.~. · _ · _ • • 
wanting the nedging business 1:0 :go on. if it pn:ts lll:oney m bis :Po:c1rnr · ' • <Lile spmner.s ' ~s 'CG1lll.1J.y -Ye:ry .reluetantly .engage 11::n tihe 
.nt t;!le expsnse of · s~mebody ·el-se ·who ,geti> ;no eq-t-u-v.alen:t. We want 1 lm_ymg .and .selling of :futur.e-s f!i>r hedgi::tig pnr_poses. -llmiy t0f 
not'hmg but eqrrity, if w.e.1.mow 0-ursel:Y.es, -3.lld we would _ne-t :for one them condemn the business as 'strongly as do the body of pro-
tnstant advocare the ·contmua.nce oi tills sy&t:em if we thought it -pnt ' . . 
money in our pockets 'QY rol>!Jing rsmnebody -<61.se af that .additional price ducers. Mr. McCall, the former president of the N.atianal Asso-
that w.e ,wig-ht obtajn._ ~ou .cR'!l TI.at make tba,.t ,too ,positive on rour -side. · ciation of Cotton Spinners, is :rep.orted in tb:e statement of Mr. 
~e. are ;pe:rf'ectly willing to take tbe 'l.'es,n?.ts, 'the conseguences, 01 :a:bru- Brooks as sayrn· g that a very large percentage of spil:m-ers who 
1Shmg these trrtures, 'fma tbe vagne ·130J1c11mde thai may be 'offer~i1·~r; . . . . 
our .triencls on the ·otber side will not ·b.e .appreciated, 'if -they - .are members of his orgaru.zation do not .deal JD futures; ll.Ild 'Mr. 
-that ·they .are ~ply in tb;e business for ·o-nr h~cfit. '* "' "' 'Coates, Tepresentativ.e of -.one of the great-est spinn'b:n? ,o.t.-.:an:iza-

1 am not d1scussinl:; this :from rthe .stan-dpom-c of tbe c-on~umers or t' s i th t ·d th t 97 f th bo · 1:> f 
manufacturers ox fRrmer.s, but .irem .fu-e -sta.nClipoin± ,of .an, ·an:{! lfbose 10n. n. e coun ~' sai a per cent o e usmess o 
who a:re d:n •the manufa.cmring business, some oi them, bave ceK_pressed dealing rn futures IS b-ad. 
the~e-lves just .as .firmly o-.n . the side thnt_ is not necessa,-ry .for their · rt ts worth ~hile to :remalfu: in massing from this ;feature of 
imsmes-s as any 'farmer cunlil. :Even Mr. Mec.a:Il ex.1pi·es1dent of the . . J.J • 
Ne:w Engln:na Mannfa.ctnr:ei:s' Association, testified before 1b.h; oommi:t- . the 'd1.scuss10.n _that dealers .and manufacturers of commod1Jt:ies 
t~ ·of tbe ,preY.ieus 1Congr:ess that thonsands tllld tbomrands .of ·snl.Imfils ' -far the -sale of wh'ich organized ex-chaJl.b<r.eS exist a.Te the only 
ui~ no.t hedge at -all. I heard Mr. Coates, who . contrcils · 6,000,000 : ene-s -who :r-egu1re fo:r :t'.hei:r JJ:rtr..-ner lJ11'C'Jtection .the Tight to hedge 
Epmdle-s, before 'the Intt>r.nationaJ Ccmgress of :Splnners and 'C()tton . . . . ~..,.. yi 
Grcmera, .±n October. :;JJJ07, EalV tha:t '97 p.er ,c:eut of t ·was evil, and :fhe :ruiks meident i:o the bu~s. IDv-en a .su:pectieia:l 'knowledge 
J.-.hn.t lf that «:ouJd !!lot 'be. eli~.a:te.d y.ou had better destr.ey the .evil. ; ef the .struatt:rr--e and o:peratio.ns of tt;he .ex_ohnn;ge and its metbods 
..As a rnle, 1t is clm:med tll~t mvestors 'ill futures are from i'he ·cotton · -fl:isdloses 1TIID1istnlrnb'hu that !if there wer>e not any such tlrelJe 
belt. 'This 1'.h:r-ows tbe manipulators of the .exol!anges on the lbear cside . ._,,.r . ' 
ns a matural .conseque:nce, so that the professionals .must .lo.a.d ·duw.n tthe would ~ no :apparent necessi1;y fm- !h.ea:g~. What :tire 'legiti~ 
mank:et filltil the b.ulls lll'e frozen .out an.d th.e margins ar-e eap- mate .dea'le:r ntends ;t;o do when he hettges is ;to pr-0t-eet 'birn!relf 
tur~~· w:-:.nt •:to .. say tbat :tbe ilo.cal buyer does :no't furn'isb a warket ifo:r · ;a_gninst the 'll'bnor.ma'l a:nd .fabr'i.eated TfrskB -ef his business. The 
the cotton. ia:rfll:e:J.'; the wholesale heavy -cott011 ·meroh~ aru'I ex_porte.r . exeha:nge produces 'Che ooe-essity for tll.e .hed;,,<>'iBg .and is not 
.does. not turmsh a market ; the . spurner .does not f_urm-sb a mark.et ; . caTled :into e.:x1stence in r.esponse to :a d'emand ifQT legitimate 
~,~~:~~ ~a~~:Zoi'.ia~a~h~0~~~~0'.i' ~~.ms~b~ m-!ii~et J;~~ 1 

,pro:teetion 0-f this kind. The -promoters of tllese -exchan-ges oon
·T.here is "but .one :answer, :tpe i,:500:000.000 citizen-s af •this earth wbo t :rl'v-e -with :an inspired ingenuity In ~eleeting ·as the field lfor 
:conmme cottu_n goods :fu:rmsb all tile market tba.t _ there ls to it, and their best suecess the -agrietrltural eomn:rnn1*"' "I!be ::scattel'ed 
ithey wtll .continue to weaT cotton goods and troy cotton goo-c'.ls regm·dless . . ~.r • 
:Of :wbetber .anybody ide.als in ·futrures (()1' not, ..Rnd 1'.hrl 'J.Inlr.ke.t will J.>e ana llllorgamze.d ;proChrcers ·of these produe.ts :1':0-rm !but a feeble 
constant !Ils long a:s. the hll.I!1an :race :wmits .that a;rticle. . adv:ersa.ry in -the .commercia.1 warfar,e which it fa the function 

Tbe_y are :not gomg 1:o s1t down ..an~ :qmt 'busmass because £omebody uf tbese institu'tion:s to wa"'e m the hape ·olf rea.rni:ag :a :profit 
--can not -gamble ID prkes : they nre .gomg to rgo to too 1:1ouraes ol' sup_ply · _ o • · ~ 
.:rnd .get ·tilieir cottr»n, rand ·the farmers :.rr.e willing to lht.ke ±be .c_onse- from those ·who nmst ·pn:y to ·escape ilieu Tavages. No b-e.dgklg 
quenc.es of -~'our prohib.it~ ~a.:n-bling ~n prices; we :are ~illing to .take · is required m the .case of ow:ooL !hay., [r.cm, eggs .. llumb.er, and .a 
t'M consequences. We :are willing to rusk the resu1ts, and we want 'it. -variefy of ·other .commodities -0f eq.aal O'I' :nearly ts great rulne 

Th:e ~_pposition to this husiness iis wo.r.lil-wide. .As ·e-vi-den.ce :as the cot.ton ·crap itself. The pending :amendment ls manife.st1y 
.of this I call a.ntention to :two extracts, tak.en .from :author- one where the objeet is to -egna'.fize rthe forces tOf somety when 
ized and re-pntable sou:nce-s, which reflect the state of s:errtiment unfah·ly o:r dishonestly deranged. 1: "think a case is ma.de where 
dn England. England is not :a grower of .cotton .to any extent sucl:l -re-lief shou'ld :be -extoentled. 
comp.arable .to our capacity as a producer of that .staple. The 1 ha-ve attempted to do ·fu'i-s by :offering the pending :amenii
Liverpool Cotton Exchange is a buyer's pro-position. Its mech- ment. The struetrrra~ prcwnsitions -o.f th'is ~endment are not 
Jlllism is ·adjusted ·to _promote their interest, and its managem€Ilt . numerous nor hard to rmderstand. Jn the !first plaee, it em
i-s under t1leir .contr-01. It does n@t -encou-rag.e s_paculation, -and ploys 'the taxing -power to n:ccan:rp1iSh the purpGse designed . 
. this :fe-atme does not furm a very .considerahle part "Oi the busi- · in m_y lnrrnble op'i.nicm the ·effect of :tbe operaticm of it, if 
ness carried on the.r.e. The .greater part of the -speculative bu.si- · adopted, will be to 'a't ·once so eam_pl-etely deter the 'Pur.ely speeu
ness earried on in ·the Liverpool Cotton Exchange, as will be : lative -or .gambling relement ;a:s to :exelude them from the ex
·ohser'\"ed from th-e testimony of Mr. Parker, :to ·which I 'haive : :Chan-gas. It will :pre-vent many 'fictitioys and fab1'ica:t--ed -quota- . 
·he:retofo.re :referred, are transactions in whieh American specn- , 'tions. T-hat part .of the 'flatrons of the .exehange who resort to 
lat-ors ·are inte1~ested. So tt .seems the gambHng business ev.en : its 'floor for so-ca'Iled pr.otection wm find themselves -relie--ved 
ther:e is carried on by .American speeulators for the purpose rOf greatl,y by !being .exempted .fram the 1ntrigl!les that are iinvent-ed 
l>rin,ging the Liverpool market in futures to the American ;ex- · ana :applied pr'imaTiJ,y to .entrap the ... 'Suek-e-r.,., or "lam'b " -ele
chr..ng.e le:\·el. The grades there Cleliv.erable on .fil'ltur:e contracts ment of th:e s_peculattors. If this d@es not ·entirely relieve rthe 
are limited to four, f!nt'.l the cost, :in the way o0f b-rokerage- and , dealers and manufaetm·f?l!s fr.om the neeessH::y :0-f seeking pro
other fees, ls about double what it is in this country. ·The Ger- · tection b.Y hedging, 'they will 'Dot lbe -greatly oppressed b-y the 
man manufacturers carry ·on the business of manl:lfaeturing : pa:y.:ment of the eom:parai:wely :smaE tax to ecmre fin:anci-al 
cotton without .the .aid of any future-contract dealing. German ' commitments involved 1in their furwa:rd-deHv-er_y 'eont1~a-e:ts. Tu 
-eotton merchants buy large quantities of actual cotton, which ~ the :caui:se -Of time the ·evo'hrtiGnary ~o.rees ro1' the ne-:wlw ereailed 
is placed in warehouses and sold to spinners as their wants ·situation will demonstrra.te '.the !fart that the -eNehanges ican :not 
dcm:md it. I here .call attention t'6 the two ,ext;ra'Cts referred to.. ·exist without "the ;pro-fits 'derived ft:om the rn1r.e1y ·gambling ele
The first one is a paragraph from a -very -ex·hnuslve-article on lDent, nnd will 'therefore i1eave -with the ·deaiers and spinners 
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the task of otherwise providing themselves with protection 
against the ordinary risks of their business. And the process 
of supenision will be a wholesome one and will give to the 
agencies of publicity a knowledge of that business and its 
methods that has heretofore been impossible of ascertainment. 
It is not an unwarranted prediction to say that ·the spinners 
and dealers may find that their business, once freed from the 
menace of this piratical organization, is no more uncertain than 
are the risks of commerce generally, and that, therefore, no 
hedging or other form of protection is required. 

If the force of habit has become so strong that this sort ot 
collateral aid in conducting their business is required, some sort 
of mutual arrangement similar to the company organized by 
the cotton spinners of the country to protect their plants 
against fire may be the outcome. Some organization will take 
the natural risk of the business, divested of the power to ma
nipulate the price, which is the vicious and destructive power 
of the exchange against which I am directing my efforts. 
Already the spinners of New England have been discussing the 
feasibility of establishing a cotton exchange in New England, 
especially for spot cotton, to bring the planters and the spinners 
nearer together, and to have fixed standards and grades and: 
sworn classers. We learn this from a communication which 
Postmaster General Burleson when a Member of Congress 
brought to the attention of the Committee on Agriculture at 
the hearing before that committee which I ha-ve referred to 
copiously in this address. 

The taxing power is the only power that can be exerted by 
the National Government to aid in destroying the power for 
evil of the cotton exchange, as I shall hereafter attempt to 
show. Many of the old-school statesmen are averse to using 
the taxing power for any purpose other than raising revenue 
to be paid into the Treasury. The taxing power is one of the 
most comprehensive and flexible powers of the Government. 
It is the best means of regulation or suppression at its com
mand, and has been frequently exercised for both purposes. 
It has been employed to prevent State banks from issuing 
notes to circulate money, and has been wrongfully employed, 
as I think, to suppress the use of oleomargarine by the people. 
However, this objection is not seriously urged against this 
amendment, for the reason that it is among the probabilities 
that for a time some re1enue will be derived from its opera
tion. 

The amendment is directed against transactions involving 
the purchase or sale of contracts for the future deliYery of 
cotton executed on the organized exchanges of the country or 
in accordance with their rules. It has no relation whatever to 
contracts made by anyone outside of these exchanges and their 
rules. Every person has a right to act independently on his 
own behalf outside of such exchanges or their rules with any 
0th.er person for the purchase or sale of cotton for future de
livery. The prohibitions of the bill are directed against the 
contracts that obtain on the exchanges or are made in accord
ance .with their rules and system. Even as to these, while the 
tax is laid on all transactions for future delivery, provision is 
made for refunding the tax where actual delivery of the cotton 
described in the contract is made in good faith. 

It is said by those who are opposed to any interference with 
the present business of the cotton exchanges that this is an 
attempt to legalize gambling. This statement is either reck
lessly made or is a mere means of expressing dissatisfaction 
with the provision, for those who make it entirely overlook 
the last section of the bill, which authorizes the several States 
to penalize or tax the business in any way they may see proper 
to do. 

There is nothing original in the employment of the taxing 
power in llie pending amendment to accomplish the purpose 
designed. It is a repetition of the effort made when the so
called Hatch bill came so near passing the Fifty-third Congress. 
That bill provided a tax on the sales of cotton for future de
livery of 5 cents per pound, or $25 a bale. It passed the 
House of Representatives by a majority of more than 50, and 
passed the Senate, after having been amended in several par
ticulars calculated to make its operation more effective, by a 
vote Of 40 to 29. 

When the bill in its amended form went back to the House, 
it reached there at such a late day of the session that it was 
impossible to consider it without a suspension of the rules, 
which required a two-thirds Yote. The vote to suspend the rules 
and to take the bill up was disposed of in the House March 1, 
1893, by an affirmative yote of 172 to a negative vote of 124, 
lacking the necessary two-thirds. Thus the bill failed. I be
lieve it will not l>e out of place to say that every Senator and 
RepresentatiYe still in public life voted in favor of the passage 
of that bill with the exception o_f one. The bill was supported 

in the Senate by the following-named Senators who still honor 
the Senate with their membership: 1\Iessrs. GALLI~GER, PERKINS, 
and WARREN, and the following-named Senators who, as l\lem
bers of the House of Representatives, supported the passage of 
the bill: Messrs. BANKHEAD, CLARK of Wyoming, and SHIVELY. 
The present Secretary of State, Mr. Bryan, was also among the 
supporters of the measure. It was exhaustively discussed both 
as to its policy and the constitutional power of Congress to pass 
it by the ablest men that have ever been identified with con
gressional l~fe in this country. I have, therefore, simply bor
rowed the principle of the amendment from the distinguished 
Missouri Congressman, Mr. Hatch, who devoted 10 years of his 
life in his efforts to bring relief to his fellow farmers from the 
outrages perpetrated upon them by these gambling exchanges. 

It is next objected to by the more aggressive and unreasonable 
element who oppose the adoption of this amendment that the 
tax will be collected from the farmers who produce cotton. The 
statement would be quite as interesting, and far more instruc
tive, if those who make use of it would indicate just how this is 
to happen. In the first place, if the amendment works as its 
operation is reasonably forecasted, there will be no tax to collect 
from the pure speculators and gamblers, and in the course of a 
short time none whatever will be collected from the spinners 
and dealers who are resorting to the exchange for protection. 
Besides, these learned analysts of economic forces admit too 
much in making this assertion, when they concede that the only 
function of Congress is merely to fix the amount of a tax, and 
that this action can be supplemented by the New York Cotton 
Exchange by selecting persons upon whom the tax is to rest, 
for they thus disclose a very dangerous condition of affairs and 
one that calls for very prompt and radical action by Congress 
if they are correct in their conclusion. If there is in existence 
a combination of individuals that can so pervert the taxing 
power of this great Government, that fact ought to be known. 
If it is true that this particular tax can, by some process known 
to the cotton exchange, be transferred to the producers of cot
ton, even if the tax is never paid, then it is proper to ask if 
they are not now imposing upon the cotton producers of the 
country more than $10,000,000 that they annually collect for 
bt·okerage fees for transactions on the exchange. If these con
cerns can transfer the tax levied under national authority for 
revenue purposes, why can not they also transfer the tax levied 
by themselves on the commodity in the exercise of their gam
bling power? If the cotton-exchange gambling power is superior 
to the taxing power of the National Government, then this 
occasion is a fortunate one, for it will afford the means ot 
making that fact known and demonstrating the result. 

The statement is so broadly made as to be regarded as a 
protest rather than a serious statement of opinion. In the 
first place, out of a crop of 15,000,000 bales of cotton grown 
10,000,000 are exported to be manufactured in foreign countries. 
I assume that spinners of this country are not concerned in 
hedging the part of the crop exported. The 5,000,000 bales that 
remain are manufactured to the extent of more than half by 
spinners whose financial strength renders them independent of 
any condition that can be created by the cotton exchange. I 
am wholly unable to discover how the tax on the cotton is to 
be transferred to the farmers' bales from these fictitious or 
phantom bales that are now sold by the gamblers by the million 
bales, but will not be sold when this amendment becomes opera
tive. The case is very largely like the tax l~vied on State bank 
circulation and oleomargarine, which is not collected at all, and 
is therefore not assessed against anyone. There is no revenue 
collected from the tax on State bank circulation nor on oleo
margarine, and there will be none on these future gambling con
tracts in cotton and very little from those who hedge. 

Assuming that the effect of the adoption of the amendment 
will be as forecasted, then what is to be our remedy for the mar
ket readjustment of that which must follow? In the first place, 
the cotton growers have been for several years engaged in pre
paring themselves to become independent of existing market 
conditions as largely as it is possible to do so. This purpose 
has expressed itself in the erection of cooperative warehouses 
and in the improvement of the local credits. A very large part 
of the white farmers who grow cotton are virtually independent 
at the present time, and through their orga.niza tions are con
stantly becoming more so. The cooperative idea has taken a 
firm hold on those engaged in that industry, and the defiu.ite 
indications are that the progress of the movement will continue. 
Then the banking facilities of the section are greater than ever 
before, and as cotton is about the only product that involYes the 
exercise of the banking function to any great extent it neces
sarily results that the banks are quite TI"illing to assume their 
new responsibilities created by any readjustment that may take ' 
place. The pending legislation relating to the currency question 

.. 
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will increase the efficiency of the banking forces so far as these 
nre intended to serve the agricultural community. Any sug
gestion that demoralization will result overlooks the collective 
initiati"re of about one-third of the people of this Republic, 
whose history and performances show that they excel in every 
field of human effort in which they ever engaged. They know 
the value of the cotton business to them, and they have finan
cial strength enough to protect and improve it when the law 
shall take awny from them the handicap · that it imposes upon 
them by the failure of the New York Legislature to do for them 
what the legislatures of their own States have so promptly and 
effectively done. 

Another important feature in the reform method of vending 
cotton will devolve increased activities upon the National Gov
ernment. Already Congress has provided laws by which the 
grades of cotton have been rationally and honestly standardized. 
The w-eather service of tbe National Government is one of per
fection as nearly as money and brains can make it, and this 
bas been specialized in connection with the cotton crop. The 
most reliable reports that are now obtained concerning the 
weather in this connection are obtained through national chan
nels. There has recently been organized a Bureau of Mnrket
ing, whose activity and scope can be extended to impart in au
thentic form reliable information concerning the growing crops 
and the remnants of the former crops available to supply the 
world's demand. In fact, the National Government now ·sub
stantially furnishes all the information that is legitimately re
quired. WheTever improvements in this behalf can be suppHed 
by science and money the past policy of the Government justifies 
the belief that these will be supplied in the fullest measure. 

It has been one of Urn chief claims of the exchanges' right to 
exist that they have collected and disseminate just such infor
mation as this. No pretense was made that it would ever be 
done so thoroughly as is now being done by the Government, 
and it is proper to say that there never was a time when those 
who thought they lmew what they were talking about believed 
thnt it would be bone tly disseminated. These reports and the 
.sources from which they were derived were the private prop
erty of an organization protected from the scrutiny of others 
by repeated judgrn~nts of the courts of the land. I have no 
fear about what is to happen to the cotton crop when the de
mand of the cotton farmers of the country is responded to und 
the incubus of the e cotton exchanges .removed from the indus
try. They are self-respecting and independent American citi
zens, and they are perfectly willing to abide by the conse
quences of any act of theirs deliberately taken. The assumed 
guardianship of the cotton exchanges over their affairs is most 
offensirn to them, and they never µerrr.it an opportunity to pass 
without expressing their resentment thereat. 

I have said that the taxing power was the only way under 
the Constitution of the United States to reach this evil. I 
spoke advisedly and repeat that statement. Many plans -0f sup
pressfon have been discussed from time to time which involved 
the exercise of the power of Congress to regulate interstate 
commerce. The belief was very general that this power was 
completely adequate for the purpose intended. Among other 
proposed bills relating to the subject, what is known as the 
Scott bill was introduced in the House of Representatives in 
the Sixty-first Congress. It took its name from l\Ir. Scott, who 
was chairman of the Committee on Agriculture in that body 
during that session. Mr. Scott was then a Republican Member 
of Congress from the State of Kansas. He placed the cotton 
growers of the South under deep and lasting obligations to him 
by the activity he displayed in his efforts to relieve them of the 
impositions that were being wrongfully imposed upon them, 
and it is a matter of some pleasure fo me now to make that 
acknowledgment here. When the bill reached the Senate it 
was referred to the Committee on Interstate and Foreign Com
merce, where it rested serenely <for many ·months. Being inter
ested in . the subject to which it r::->lated then, as I am now, I 
brought it to the attention of the Democratic steering commit
tee, D-nd there being a vacancy on the committee having the 
matter in charge I was assigned to service there by the Demo
cratic steering committee for the sole and exclusive purpose of 
urging a report by the committee on that bill. I undertook the 
service assigned to me, and, as a result, I was authorized to 
report the bill on behalf of the committee, which I did on the 
17th of February, 1911. The supporters of the bill were not 
able to get a favorable report in its behalf, for there developed 
much opposition to it in the committee. The best that we 
could do at that time was to secure a report that would place 
the bill on the calendar, without recommendation of its passage, 
and leave for discussion and consideration in the open Senate 
the final terms of the bill. The time remaining after the bill 
reached the Senate was so short that it was ill)possible to get 
the necessary consent for its consideration, due largely to the 

fact that the session was one known as the short session and 
the constant conside~ation of ~ppro~riation bills made it' easy 
for those who were rnterested rn domg so to object to its con
sideration. A copy of that bill is here presented. 

I ask permission at this point to insert a copy of the Scott bill. 
.T~e v_ro::m PRESIDENT. In the absence of objection, per

m1ss1on is granted. 
The bill referred to is as follows : 

A blll (H. R. 24073) . to _prohibit ~nterfere_nce with commerce among 
the Sta~es and Terr1tor1es and w1ttJ fore1gn nation , and to remove 
obstructions thereto, and to prohibit the transmission of certain 
message~ by telegraph, telephone, cable, or other means of com
munication between States and Territories and foreign n ations. 
Be it enacted, etc., That certain words used in this act an~ in pro

ceedings pursuant bereto shall, unless the same be inconsistent with 
the context, be construed as follows: The wo1·d " message " sball mf'an 
any communication by telegraph, telephone wireless telecrrapb cable 
or .other means of communication ftom one' State or Territory' of the 
Umted States ?r the District of Columbia to any other State or Terri
tory of the Uruted States or the District of Columbia or to any foreign 
country. The word " person " shall mean any person, pa1=tnership, 
joint-stock company. society, association. or corporation. their man
agers and officers, and when used with reference to the commls Ion of 
acts wbl~h. are berein required or forbidden shall include pe1·sons who 
are participants In the required or forbidden acts, and the agents, 
officers, and members of the boards of directors and trustees or other 
similar controlling or directing bodies of partnerships, jolnt-s'tock com
panJes, societies, associations, and corpof"ations. And words import
ing_ the plural number, wherever used, may be applied to or mean only 
a smgle person or thing, and words import ing the singular number may 
be applied to or mean several persons or thin.,.s 

SFJc. 2. That It shall be unlawful for any 
0

person to send or cause to 
be sent any message offering to make or enter into a contract for "the 
purchase or sale for future delivery of cotton without intending that 
such cotton shall be actually delivered or received, or ofl'eTing to make 
or enter into a contract whereby any party thereto or ·any party for 
wh.om or In whose behalf such contract is made acquires the right or 
pnvil ege to demand in the future the acceptance or dPlivery of cotton 
without being thereby obligated to accept or to deliver such cotton· 
and the transmission of any message relating to any such transactioii 
ls hereby declared to be an interference with commerce amon" the 
States.and Ter~ltor~es and with foreign nations. Any person wbo

0
shall 

be guilty of violatmg this section shall, upon conviction thereof. be 
fined In any sum not more than $1.000 nor less than $100. or shall be 
Imprisoned for not more than six months nor lei::s than one month or 
by both such tine and imprisonment, and the sending or causing to be 
sent of each sucb message shall constitute a separate offense. 

SEC. 3. That It shall be the duty of any yerson ending any message 
relating to a contract or to the making o a contract for future de
livery of cotton to furnish to the person transmitting such mes age an 
affidavit stating that be is the owner of such cotton and that be bas 
the intention to deliver such cotton ; or that sucb cotton is at the 
time in actual course of growth on land owned, controlled, or culti.
vated by him and that he bas the intention to deliver such cotton ; or 
that he is, at the time, le~ally entitled to the right of future po ses
sion of such cotton under and by anthority of a contract for the sale · 
and future delivery thereof previously made by the owner of such 
cotton, giving the name of the party or names of parties to such con
tract and the time when and the place where such contract was made: 
and the price therein stipulated, and that he has the Intention to 
deliver such cotton, or th11t be bas the intention to acquire and deliver 
such co~ton, or that he bas the intention to receive and pay for such 
cotton : Pro'l:ided, That any person electing to do so may file with the 
telegraph, telephone, wireless telegraph, or cable company an affidavit 
stating that the message or messages being sent, or to he sent, for the 
six m0nths n ext ensuing by such person do not and will not relate to 
any such contract or ofl'ers to contract as are described in section 2 
of this act, and any such company shall issue thereupon a certificate 
evidencing the fact that such affidavit bas been duly fil ed, and such 
certificate shall be accepted in lien of the affidavit herein requlred at 
all · the transmitting offices of such company during the life of said 
affidavit. Any person who knowingly shall make a false statement in 
any affidavit provided fo1· in this act shal l be punished by a fine of 
not more th:m $5,000 nor less than $500 or shall be imprisoned for 
not more than two years nor less than one year, or by both such fine 
and impTisonment. And in any prosecution under the provisions of 
section 2 or 3 of this act the proof of failure to make any affidavit 
herein required shall le prima facie evidence that s::tld message or 
messages related to a contract prohibited by section 2 of this act, 
and the proof of failure to deliver or receive the cotton called for in 
any contract for future delivery of cotton shall be prlma facle evidence 
that there was no intention to deliver or receive such cotton when 
said contract was made. 

SEC. 4. Tbat any agent of any telegraph, telephone, wireless telegraph, 
or cable company to whom messages herein described may be tendered 
ls hereby required, empowered, and authorized to administer any oath 
required to be made under the provisions of this act with like effect and 
force as officers having a seal, and such oath shall be administered 
without any charge therefor. 

SEC 5. That it shall be unlawful for any person owning or operntlng 
any te

0

legraJ.lh or telephone line, wireless telegraph, cable, or other means 
oi communication, or any officer, agent, or employee of such person, 
knowingly to use such property or knowingly to allow such property to 
be used for the transmission of any message relating to such contracts 
as are described in section 2 of this act. Any person who shall be 
guilty of violating this section shall, upon conviction thereof, be pun
ished for each offense by a fine of not more than $1,000 nor less than 
$500, and the sending of each message in violation of the provisions of 
this section shall constitute a separate o tl'ense. 

SEC. 6. That every book, newspaper, pamphlet, letter, writing, or 
other publication containing matter tendrng to induce or promote the 
makin"' of such contracts as are described in section 2 of this act ls 
hereby"' declared to be nonmailable matter, and shall not be carried in 
the mail or delivered by any postmaster or letter carrier. Any person 
who shall knowingly deposit or knowingly cause to be deposited for mail
ing or delivery any matter declared by this section to be nonmallable, 
or shall knowingly take or cause the same to be taken from the mails 
for the purpose of circulating or disposing thereof, or of aiding in the 
circulation or disposition thereof, shall be fined not more than $5,000 nor 
less than $500 or shall be imprisoned not more than five years nor less 
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than one year or both. Any person viola ting any of the provisions of 
this section m~y be proceeded against by information or indlctment a.nd 
t ried and punished either. in tht:: distri~t at which the u~awful publica
tion was mailed or to which it is earned by mail for delivery accordlng 
to the direction thereof, or at which it is caused to be delivered by ma.il 
to the person to whom it is addressed. 

SEC 7. That the Po"stmaster General, upon evidence satisfactory to 
himself that any person is sending through the malls of the United 
States any matter declared ·by section 6 of this act to be nonmailable1 
may Instruct the postmasters in 1.he post offices at which such maiJ 
arrives to return all such mail to the postmaster in the post office at 
which it was originally malled, with the word " unlawful " plainly 
written or stamped upon the outside thereof, and all such mail, when 
returned to said postmaster, shall be returned to the sender or publisher 
thereof under such regulations as the Postmaster General may prescribe. 

SEC. 8. That 1n any proceeding under this act all persons may be re
quired to testify and to produce books and papers, and the claim that 
such testimony or evidence may tend to crlminate the persons giving 
such testi!Dony or produc1ng such evidence shall not excuse such person 
from testifying or producing such books and papers; but no person shall 
be prosecuted or subjected to any penalty or punishment whatever for 
or on account of any transaction, matter, or thing concerning which he 
may testify or produce evidence of any character whatever. 

Mr. CLARKE of Arkansas. It will be observed that the plan 
of suppression contemplated by it was the denial of the right to 
use the mails and the telegraph for the interstate transmission 
of offers to enter into contracts for the future delivery of cotton. 
I was always apprehensive about the power of Congress to 
declare the contracts entered into on the New York Cotton Ex
change to be interstate commerce, and therefore subject to be 
controlled by national legisla.tion. I was, however, willing to 
give to the bill the benefit of e\ery doubt I was not at tha t 
time aware of the decision of the Supreme Court in the case of 
Ware & Leland against Mobile County (209 U. S., 411). l\fy 
purpose was then. as it is now, to be active and helpful to the 
extent of my humble capacity in aiding those whose purpose it 
is to suppress this business. I have no preference about the 
names of bills nor the methods that they employ, just so they 
are effective for the purpose. I have no sympathy with the 
business as conducted by the cotton exchanges, n.nd I am the 
voluntary ally of anybody who will take upon himself the busi
ness o1 putting a stop to it. I have at all times been willing 
to vote for any bill championed by any Member of the Senate 
or House whose object is to accomplish what I so much desire 
in some effective and legal way. In this connection I call atten
tion to the decision of the Supreme Court of the United States 
in the case of Ware & Leland against Mobile County (209 U. S., 
411). The case is so applicable to the matter under considera
tion that I shall include in my remarks a complete statement 
of the facts and the material parts of the opinion of the court, 
in which it is declared that these cotton-exchange contracts are 
not interstate commerce and that they do not become so because 
orders are transmitted by telegraph from States other than New 
York, whlcb orders result in the making of such contracts. 

I have here an agreed statement of the facts, setting out in 
the most perfect detail the several step:.. that are necessary to 
consummate a contract transmitted from another State to New 
York. 'l~here is nothing. omltted; the fact is that more is ad
mitted than can be proven. The evident purpose was to make a 
test case. which would eternal1y and forever put at rest agita
tion as to the scope of national authority under the commerce 
clause of the Constitution. The court in disposing of that ques-

• tion rendered an opinion about half a page long, and I will tax 
the patience of the Senate further to read it. 

I read from the decision of the Supreme Court of the United 
States in the case of Ware & Leland v. Mobile County (209 
u. s., 405) : 

A.GREED STATEllENT OF FACTS. 

During the whole of the year 1903 defendant had an office in the 
city of Mobile, in the county of Mobile and State of Alabama; they 
also had offices 1n the city of New York. in the State of New York, 
and in the city of New· Orleans, in the State of Louisiana and In the 
city of Chicago, in the State of Illinois, each of which offices was con
nected by private telegraph wires with said l\Iobile office. Said Mobile 
(Ala.) office was in the charge of their agent, one Robbins and was 
engaged in the busine s of buying and selling cotton for futu;e delivery 
on commission for the public generally and fo1· special customers said 
business being conducted !n the following way and in no other 'way : 
They would undertake, through their agent, to buy or sell a cotton
future contract for a customer in the Cotton Exchange In New York or 
in New Orleans, as ht> might select, he making at the time a deposit of 
money with them as a ma1·gin to protect them against loss in making 
such transaction for him. When the customer gave the order to Ware & 
Leland, either for a sale or purchase of a future contract it was .not 
usual for anything to be said between them about an actual delivery 
of the cotton. but when the transaction was commenced by a purchase 
or sale of the <'ctton Ware & Leland would immediately furnish to the 
customer a memorandum thereof, partly written and partly printed 
upon which the following stipulations were printed : " On all marginal 
business we reserve the right to close transactions without further 
notice when mat"gins are about exhausted, and to settle contracts in 
accordance with the rules and customs of the exchange on which the 
order is placed, it being understood and agreed in all trades that actual 
delivery is contemplated." and "All purchases and sales made by us for 
you are made in accctrdance with and subject to the rules, regulations 

1 and customs of the exchange on which the order is placed and the 
1 

rules, regulations, and requil"ements of the board of managers of said 
~xchange, awl all amendments that may be made thereto.'' Such agent 

would thereupon transmit such order by their private telegraph line to 
the defendant's office in the city without the State of Alabama selected 
for such transaction; that such order would be thereupon executed bv 
defendants by the purchase or sale, as dlrected, of a future cotton 
contract for such customer in the cotton exchange of the city to which 
such order was sent, and subject to the rules and regulations of such 
cotton exchange. which rules and regulations may be introduced in 
evidence by defendants 1n 1his cause; that said contract would be held 
by defendants for such customer until be ordered the same closed out. 
when they would sell or buy another cotton contract against it as 
might. be necessary to cover the same or close it out, or receive or 
deliver the cotton on said contract. If a profit was made on the trans
action defendants remitted the same to its agent in Mobile, who paid 
it over to the customer; If a lo~s was made it was taken by the agent 

"out of the customer·s margin, or, if that was insufficient therefor, the 
customer was called npon for the balance. Said business was done on a 
commission paid defendants by the customers. 

No actual delivery of cotton or grain was ever made on any such 
contracts, except in a few instances, when such deliveries were made 
where the contracts were executed, to wit. in New York, N. Y., or ln 
New Orleans, La.. or Chicago, IIL When any such delivery of cotton 
was made to defendants for the customer on a purchase by him it was 
held by the defendants for account of the cu tomer at the place of 
delivery, either in New York, N. Y., or In New Orleans, L:i.., until 
ordered sold by the customer. and the proceeds accounted for by them 
to such customer. When they made delivery of cotton on a sale of 
futures made by them. for a customer. the cotton was shipped by the 
customer for whom such sale was made from Alabama to the place of 
sale and there delivered through defendants to the buyer. 

A similar future grain business was done by defendants at their said 
office in Mobile, Ala., for customers through their office in Chic::i.go, in 
the State of Illinois, said orders being executed on the Chicago (Ill.), 
Board of Trade a.nd subjeet· to Its rules and regulations, which con
templated and provided for the actual receipt or delivery 01' grain 
bought or sold therein, such delivery to be made in Chicago, Ill. • • • 

Upon trial of the act1on, In addition to the foregoing agreed facts, 
the counsel for the plalntilr admitted that the rules and regula
tions of the New York Cotton Exchange. New Orleans Cotton Exchange, 
and Chicago Board of Trade. respectively, provided "that contracts exe
cuted therein should be In writing" ; and also provided that "in every 
cotton or grain contract for future delivery executed and entered into 
in said exchange or board of trade, it should be stipulated, agreed, and 
understood that an actual receipt and delivery of the cotton or grain 
was to be had, and that said contracts were transferable and assign
able.'' 

OPINJO!j OF THE COURT. 

The sole question here presented is wh~ther the statute In question 
Is an attempt to regulate interstate commerce, for lf the plaintifrs In 
error are shown by the foregoing agreed facts to be engaged in inter
state commerce, tben the statute is void, as an attempt by a State to 
regulate the commerce whlcb the Constitution of the United States 
places within the exclusive control of Federal authority. 

Interstate commerce must be such as takes p&ce between States as 
differentiated from commerce wholly within a State. It must have 
reference to Interstate trade or dealing. and U the regulation is not 
such, and comprehends only commerce which ls internal, the State may 
le~lslate concerning it. In each case the recurring question ls, on which 
sloe of the line does the commerce under Investigation fnll? • • • 

But how stands the present case upon the facts stipulated? The 
appellants are brokers who take orders and transmit them to other 
States for the purchase and sale of grain or cotton upon speculation. 
'l'hey are in no just sense common carriers of messages, as are tele
graph companies. For that part of the transactions, merely specula
tive and followed by no actual delivery, it can not be fairly contended 
that such contracts are the subject of Interstate commerce; and con
cerning such of the contracts for pm·chases for fuh1re delivery as re
sult in actu&l delivery of the grain or cotton, the stipulated facts show 
that when the orders transmitted are received In the foreign State tha 
property ls bought in that State and there held for the purchaser. 

All contracts made on the New York Cotton Exchange are to 
be satisfied by a delivery in the licensed warehouses in New 
York City of cotton that has been inspected and certificated 
prior to that time. 

The transaction was thus closed by a contract completed and executed 
ln the foreign State, although the orders were received from another 
State. When the delivery was upon a contract of sale made by the 
broker, the seller was at liberty to acquire the cotton ln the mnrket 
where the delivery was required or elsewhere. He did not contra.ct to 
ship it from one State to the place of delivery In another State. And 
though It ls stipulated that shipments were made from Alabama to the 
foreign State in some instances, that was not because of any con
tractural obligation so to do. In neither class of contracts, for sale 
or purchase, was there necessarily any movement of commodities in 
interstate h·affic, because of the -contracts made by the brokers. 

These contracts are not, therefore, the subjects of Interstate commerce 
ani more than 1n the insurance cases, where the policies are ordered 
and delivered In another State than that of the residence and office of 
the company. Tbe delivery, when one was made, was not because o! 
any contract obli171ng an interstate shipment. and the fact that the 
purchaser might thereafter transmit the subject matter of purchase by 
means of Interstate carriage did not make the contracts as made and 
executed ' he subjects of Interstate commerce. 

It will be noticed that this decision is comprehensive and 
decisive of the question to the utmost point of conclusiveness. 
The statement of facts really admits more than ordinarily i t 
is possible to prove against these exchanges. It is evident 
that the case was prepared with the view to its becoming a 
test case, in the decision of which every disputed question 
would be squarely presented and considered and finally and 
decisively disposed of. There is no room for attempting to 
distinguish the case from any other. Hereafter those interested 
in the question must accept it as a ,final dispesition of the 
matter or seek its reversal. There is no ambiguity or hesita
tion about the text of the opinion. In view of this unanimous 
decision any attempt to direct legislation against these ex
changes under the power contained in the commerce clause 
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of the Constitution of the United States is wholly useless. 
'l'he taxing power is the only one that is left, being the only 
one that can be employed for the purpose, and in my opinion 
is the one that has always been best adapted to the service. 

In making the observation that it will be hereafter impossible 
to pass legislation against these institutionE) under the com
merce clause of the Constitution I did not overlook the de
cision of the court in the so-called Lottery case nor th~ con
tention of those who insist that the business of transmiWng 
messages over the telegraph systems -of the country from one 
State to another is interstate commerce. The Lottery case was 
-based upon the fact that the lottery ticket was a tangible• 
thing that represented ownership of property and could be 
physically transported from one State to another. In the c.ase 
of transactions on the cotton exchange there is no such article 
to be transported. The state of public opinion at the present 
time has not progressed to a point where these transactions 
are universally deemed immoral or declared illegal. In the 
Lottery case the law of eyery State made it a criminal offense 
to carry on fhe · business. In the case of the cotton excha.nges 
the Legislatures of Louisiana and New York have affirmatively 
authorized their business and existence by granting legal char
ters therefor. Besides that the Supreme Court of the United 
States, in the case of Bibb v. Allen (149 U. S., 490). has 
solemnly adjudged that the charter and rules of the New ~ork 
Cotton Exchange constitute valid regulations and that a JUdg
ment will be entered and enforced against persons who deal 
thereon and incur liabilities in accordance with these rules. 
Thus the business of the cotton exchange is not locally nor 
by the United States Supreme Court , deemed immoral nor 
illegal. · 

It appears from the statement of f~cts in the Ware case 
that the orders were transmitted from Alabama to the New 
York Cotton Exchange by means of a private 'vire, which the 
Supreme ·court expressly holds is not a common carrier of 
messages as is an ordinary telegraph company in reference to 
general bm;iness. The decision in that case indicates that a 
prirnte wire, over which the public has no right to transmit 
messages, is not an instrumentaµty of interstate commerce. 
In fact, the cottos-exchange business can not be conducted 
without the use of privately controlled telegraph wires. Its 
mo\ements are so suddenly developed that it often becomes 
necessary to communicate instantly with their confederates 
at distant points and without subjecting their movements to 
the .scrutiny of ·the large number of persons employed in the 
receiving and delivery of ordinary messages. 

In the recent case of Hunt v. New York Cotton Exchange 
(205 U. S., 322) one witness testified that there were a num
ber of private wires running out of New York from its ex-

. changes to different parts of the country and that one of these 
had on its lines as many as 120 towns and cities. It wi11 thus 
be seen that those who deal with the exchange have quite com
pletely fortified themselves against any prohibitory congres
sional legislation -based on the commerce clause. 

E\en if the exchanges did not have the right to construct a 
private .line for the purpose of transmitting their own messages 
from State to State, as they are now declared to have under 

. this decision of the Supreme Court, and thus place their busi
ness beyond national interference, there is no room for assum
ing that Congress is willing to pass a law excluding them from 
the right to use the ordinary telegraph company as a common car
rier of messages-and therefore an instrumentality of interstate 
commerce-messages relating to a business which is recognized 
as legitimate in the State of its existence and one which is 
purely State commerce. The Supreme Court virtually said as 
much in the case of Board of Trade v. Christie (198 U. S., 248) 
when the contention was made that the grain exchange was not 
entitled to have its priYately collected information and market 
quotations protected by injunction, since the proof showed that 
it permitted gambling in grain to take place on its floors. The 
court. said : • 

When the Chicago Board of Trade was incorporated we can not 
doubt that it was expected to afford a market for future as well as 
present sales, with the neces ary incidents of such a market, and while 
the State of Illinois allows that charter to stand, we can not believe 
that tile pits merely as places where future sales are made, a1·e for
bidden by law. 

The proposition to ask Congress to exclude from the use of 
the telegraph as a common carrier, communications concerning 
a business which is strictly State commerce and locally recog
nized as legitimate is a step beyond any that has heretofore 
been taken. . It is not even now done in the case of whisky 
legislation known as the Wilson bill, nor the bill subsequently 
passed and known as the Webb bill. These restrictions are 
always based upon the idea that the business is locally declared 
illegal. It would be adopting what might become a very danger-

ous precedent to pass any such legislation even if the power ex
isted. We might thus turn loose a principle of constitutional 
law that will in time devour all State control over purely State 
commerce. I therefore feel entirely confident that the plan that 
we have adopted in the present case is the<>nJy undisputed and 
effective means _ of accomplishing the purpose that many of us 
have in view. 

Some days since I received a message from Mr. Mobley, presi
dent of the Farmers' Union in the State of Arkansas, in which 
he said: 

The Scott bill, with which you are acquainted, will absolutely, and 
ri~~ P~~~:~!Y•fgl~~event dealing in futures. This is the bill this organiza-

1 have very great respect for the judgment of the officials of 
this organization in my State, but on t;his occasion it is a ques
tion of opportunity of doing what all of us desire to do. The 
statements in this telegra~ indicate that the representatives of 
this great organization in our State do not believe that the 
pending amendment is sufficiently drastic in its terms in dealing 
with this pernicious business, and that in some way we are con
fronted with a choice between this method and the one provided 
in the so-called Scott bill. If there were such an alternative 
presented to me, and the Scott bill was the better one to adopt, 
I would not hesitate for a single minute to vote for that, or any 
other bill that will accomplish the suppression of this business. 
What I want, and what the Farmers' Union in Arkansas wants, 
is to put a stop to this business. We are both committed to this 
most desirable end, and differences of opinion about mere meth
ods must be subordinated to the accomplishment of the larger 
purpose. The Scott bill is not up for a vote in Congress now, 
and it may never be. The pending amendment is now under con
sideration, and within po8sible reach of enactment. It will ac
complish everything that the Scott bill could accomplish, if 
valid, and will do so in .1 way that is absolutely free from any 
doubt as to its effectiveness or constitutionality. 

I have interpreted the attitude of the officers of the Farmers' 
Union to mean that they want the business of dealing in futures 
in cotton ab()lished at the earliest possible date, and by the most 
drastic measure that can be framed for this purpose. I quite 
agree with them about that. If I had any choice between this 
mea~ure and a more effectirn one, I should voluntarily join with 
them in their desire without any suggestion to do so. No such 
situation is presented. It is either the pending amendment or 
nothing at this session, and probably forever. This amendment 
will put an end to the business entirely in all probability, and 
certainly to the most detrimental features of it. 

l\Ir. SI:Ul\IONS. Mr. President, I should like to inquire of the 
Senator whether or not the Scott bill, to which he has just 
referred, sought to suppress this traffic by denying to those en
gaged in it the use of the mails, the telegraph, and the tele
phone? 

Mr. CLARKE of Arkansas. That was the principle on which 
the bill was framed ; yes. 

Mr. SIM.MONS. That was the method of suppression? 
Mr. CLARKE of Arkansas. Yes. 
l\ir. SU.HIONS. I understand the Senator to say that it is 

his opinion that the decision of the Supreme Court to which • 
he has just referred holds that this is not interstate commerce, 
and that it is not competent for the Congress to prohibit the 
use of the mails and the telephones and the telegraphs for that 
purpose? 

.Mr. CLARKE of Arkansas. There is no reference to the 
mails in the opinion. There is a reference to the telegraplls. 

Mr. THOMPSON. Mr. President, I should like to ask the 
Senator from Arkansas, who has given such close study to this 
matter, and has furnished us this morning with such an ex· 
haustive presentation of the subject, whether there is any reason 
why the other products of the farmer-wheat, corn, oats, barley, 
and rye-which are used as subjects of speculation and gambling 
on the board of trade the same as cotton, can not be included 
in this amendment in some form? 

l\Ir. CL.A.IlKE of Arkansas. As a matter of principle there is 
not any distinction, and there is not any reason why relief 
should be granted to one class of agri~ulture and denied to 
others. It was a mere matter of policy. I understood the cotton 
business. I did not understand the grain business. I thought 
some one interested in that particular branch of agriculture 
would join us in this effort. 

Mr. WILLIAl\IS. It is not carried on in the same way. 
Mr. CLARKE of Arkansas. I stated as much. I am per

fectly willing to vote, at any time or under any conditions, to 
extend the relief that I contemplate in this amendment to the 
cotton raisers and the grain raisers, or any other class of agri
culture in the country. 
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Mr. THOMPSON. I have frequently talked about this matter 
with Congressmun SooTT~ whom the Senator has mentioned, and 
who was a neighbor of mine at one time. Did not bis bill 
contemplate also the inclusion of grain? 

Mr. CLARKE of Arkansas. I am not prepared to say what 
it originally included, bnt when it reached the Senate it related 
to cotton only. 

Mr. THOMPSON. Will the Senator present to the Finance 
Committee the idea of including the grains which I have men
tioned? 

Mr. CLARKE of Arkansas. I should think that ought to pro
ceed from the Senators from the grain-growing regions. I 
would not assume to represent them in the matter. 

Mr. THOMPSON. I think it is just as important that grain 
should be included as that cotton should be included. 

Mr. SMITH of South Oarolina. Mr. PTesident, I wish to sub
mit some remarks in reference to the amendment offered by the 
Senator from Arkansas · [Mr. CLARKE]. 

I desire to say in the beginning that I am heartily in favor 
of tile prlnc.i_ple involved in his amendment. I wish to state to 
the Senate, however, in order tbat its Members may thoroughly 
understand thls qu~tion, that the thing about which the cotton 
raisers of the South are complaining is the nature of the con
tracts on the exchange. The matter is a technical one, and 
therefore it will require some little explanation. 

Under the terms of the New York contract there are 15 or 
more•grades. They did have a.t one time. I belieYe, 37 grades. 
In the middle of those grades there is a grade known as " mid
dling." They would sell a contract, basis middling, with a 
proviso in the contract that the seller of the contract might 
bave the option of delivering on that contract anything from 
the lowest and most nncommercial to the highest and finest 
grade of cotton. The consequence was that the purchaser of 
tile contract never would know what grade of cotton he was 
going to- get. 

Tbe practicn.l working of the matter is that the grade. com
mittee in New York. and at one time in New Orleans, meet and 
arbitrarily fix the difference between middling and the grades 
above and the grudes below for 90 days. The result is that if 
an individual bid 10 cents. basis middling, au.d the committee 
had fixed the difference between that and ordinary at 1 cent, 
when the purchaser came to demand the specific fulfillment of 
his contract he would get ordinary delivered to bim at 9 cents. 
He bid 10 cents for middling, and he would· get ordinary, at the 
option of the seller. 

T_he result was that if the gene.r~ tra~e would not accept Ji.ls 
ordmary at ~ cents, but would give him only 8, he lost $5 
a bale. The result was that the next time he bid on .middling 
he bid without reference to the valne of middling-;-witbout 
referen-ce to the law of supply and demand for middling-but 
bid with reference to what he wa.s probably going to get, whkh 
was ordinary. at a fixed. arbitrary difference between what he 
bid on middling and whi:tt he got ardinary for. Therefore he 
bid 9 cents for middling without regard to its real value. 

JI can submit papers to the Senate to show that middling 
cotton on the board in New York for a long period of time was 
quoted. say, at 10 cents a pound. when the spot middling in 
the warehouses, where the buyer would have the tight to go 

The Clarke amendment taxes all contracts. Therefore, no 
matter who sells a contract, whether basis or specific, if for 
any reason he can not fulfill the contract, no matter how honest 
be mny be when he makes it, he has to pay this tax under the 
Clarke amendment. But we farmers-and that is my occupa- . 
tion-say, if you can, eliminate the bad contract from the good, 
so that if you do not conform to a specific grade in your con
tract you shall pay this tax. The reason is th.at it is unfair; 
it is gambling not to specify tbe grade; it is a pure case of col
lusion for the purpose of buying 'and selling at your own sweet 
will thousands and millions of bales of cotton that never.were 
in existence. But you do not dare to sell a specific contract 
under those circumstances, because were you to seU it to me at 
a specified priee. say 11 cents, and it specified middling accord
ing to Government standardization, I could take that and sell 
it to a miller, and under the law he could demand fulfillment 
of the contract. 

Without explaining any of this, I wrote- to these men and 
asked them their opinion. I believe that if the Clarke amend
ment were amended so that where the specific grades were 
named the seller must undertake to deliver as .eve.ry spot pur
chaser does to-day, you would eliminate this confusion, and put 
trading in cotton upon a legitimate basis, upon whlch it is 
rightfully entitled to stand. 

I wrote to the different farmers' organizations this letter : 
DEAR Srn: I am sending you 1t copy of an amendment to the ta.riff 

bill proposed by Senator CLARKE of Arkansas. 
I want you to shldy the provisions therein a.nd write me fully as 

to whether or not you ·think it would be beneficial to the cotton growers. 
It might be we-11 that you discuss this with your neiyhbors. 
I have been endeavoring to do all I could · fo.r the benefit o1 those 

who pro<luce the cotton, and I do not desire that any legislation, how
e>er beneficial it may seem, to pass whlch in its practical operation 
would pat another burden UP<>ll us. 

Awaiting your early reply, I am, 
Sincerely. yours; · El. D. S::UITH. 

I telegraphed on one occasion the exact purport of. that letter 
to the Farmers' Union of South Carolina. in c.on-.ention ;is
sembled at Isle of Palms, Charleston. and received tbis reply : 

ClliRLESTO:Y, S. C., July 25, 19-13. 
El. D. Sl\I1TH> 

Unit ::d States Senator, Waslli.ngto-n, D. 0.: 
Your wire received. South Carolina Farmers' Union unanimously in· 

dorse your bill requiring cotton to. be delivered by grades specified in 
the contraet. Rejected. Disappro-ved of the Clarke amendment. Letter 
will explain fully in a day or two. 

E. w. DA.BBS, 
.President Boutl1 Carolina Btate Farmers' Unton. 

Here. is another letter, and these I am going to ask to ham 
put in the IlECORD. Here is one from a farmer ot Chester, 
s.o. 

ClI:ESTKR, S. C., R.. F. D. 2, August 4., 1913. 
Hon. El. D. S:U.ITH, Washington, D. a. 

DE.AR SENATOR: You.rs or July 26 to hand. in reference to Senator 
CLARKE'S proposed amendment to ta rill' bill. I am n-0 expert on this 
matter. but think the tax will come oil' the producer. You know the 
excha.nge's cotton factors, mill men. and merchants, who buy contracts 
to protect themselves, will deduct tlle one-tenth of 1 per cent fi·om 
price ~aid the producer-. Hoping you will be successful in your next 
campaign, I am, 

Yours, very truly. C. A. McLURKI~. 
I have another here from a different v:rrt of the State: 

and sample each bale and select his 100 bales of middling, was no~ E. D. SmTH, 
from a cent to a cent and a half above the board price. United States Senate, Washington., D. a. 

FORT LAWN, s. c., August .{. 191J.. 

It is that demoralization from which the farmers of the DEA.n Srn: Your communication of July 26 received i also, copy o1 
amendment to tariff bill as proposed by Senator CLA.RKE. I would have 

South beg relief. I introduced a bill requiring that each and written you sooner, but wished to talk the matter over wi.t.h some of 
e-very contract for the' future delivery of cotton should specify the most prominent farmers and business men of the community and 
the particular grade contracted for and that such grades as get their views before writing you. Without exception the people with 

whom I have talked over this matter are of the opinion that the 
were contracted for should be delivered. Upon investigation amendment will do us as cotton growers more harm than good· in 
I found that what the Senator from Arkansas says is largely fact, as we see. it, we are very doubtful about its doing any good at 
tr t..~ ..-:., I th t tt.. t ha l d tb t ali. while we as farmers will in an indi1·ect wa~ have the tax to puyue-per.LW.pS enLu."e Y so- a ue cour s ve ru e a a as we do in the 30 pounds tare per bale. Should this amendment 
contract originating in one State entered into by citizens of come ·before the Senate we trust you may see your way clear to vote 
another State is not a subject of interstate commerce. :fife:ist its pas.sage and to do all you ean to have the amendment 

I then took occasion to write to the farmers of the different Thanking you for writing me and fer ropy of amendment, 1 am, 
cotton-growing States and submitted to them the amendment Very truly, yours, 
pr<>posed by the Senator from Arkansas. • W. c. McFADDE......,. 

They claim that all they desire in the world is that if there is That is practically the tenor of quite a number of letters 
a contract for tbe future delivery of cotton the grade shall b.e which I shall ask to have put in the RECORD, along with these 
specified in the contract, and, upon demand, shall be deli.vered. telegrams. 
They say that if that were done, as the Gcrrnrnment has stand- I want to say that the farmers do not believe any harm can 
ardized nine grades, each grade being a distinct commercial be dcme to them if the contracts are so made a.s to specify tbe 
commodity, as much so as if it were a different article, no IIl8.ll grade contracted for and tbe grade that is contracted for U! 
would go short, and there would be no complaint of this manipu- made according to Government standardization. The Govern
lation of the m:irket. ment has now for the first time in the history uf cotton growing 

I wrote letters on the: subject to a number of fp.rmers' organ- standardized the grades. I propose a.s an amendment to the 
, izations and in response- I got a letter,, which I -will rea:d, from amendment proposed by tile Senator :from Arkansas [Mr. 

the Farmers' Union. I just want to show their attitude in CLA..RKE] that the contracts hereafter shall fpecify the grade -tr 
reference to the matter. . grades contracted for and such grades a!f are centracted for 

.. 
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shall be according to the Government standardization. And 
such contracts as conform to this shall be exempt from taxation. 
If this is done it will guarantee an approximately honest 
market. It will give the man who produces cotton a market in 
which he can sell his cotton at any time if he wishes to do .so. 
He can name the grade or grades and deliver these grades with
out having to pay a tax in case he is unable by any reason to 
make deliveries. Under the present system it is the latitude 
given the seller that has caused all the trouble and dissatisfac
tion. Under the present fortn of contract on the exchanges 
the seller has the option of delivering anything on this contract 
from the lowest to the highest grade. The Sena tor from Arkan
sas has quoted Mr. Lewis W. Parker as saying he would not 
demand delivery on a New York contract, but would run from it. 
The reaL:on for this is, as I have stated before, that the seller 
of that contract in New York would not be likely to deliver 
spinnable cotton, but would deliver some low-grade stuff ov-er
valued, ·which Mr. Parker could not take at the price tendered 
and spin or sell without a loss. Under the amendment I pro
pose the grade wollid be specified, and .Mr. Parker or any other 
buyer in demai;i.ding deliveries would get what he bought and 
no harm would be done. 

·Mr. ROBINSON. If the Senator. will find it convenient, I 
would be glad to have him discuss the proposition as to the 
power of Congress under the Constitution to prescribe the 
forms of contract which shall be entered into upon the exchange. 

l\fr. Sl\fITH of South Carolina. I am under obligation to 
the Senator from Arkansas [Mr. CLARKE] for having solved this 
problem. I give him all credit for suggestfng to bring it under 
the taxing power of the GovPrnment. 

By this means we can place u nominal tax on the legitimate 
contract and a heavy prohibitive tax on the present form of con
tract that has brought about all this deception and fraud. 

l\fr. CLARKE of Arkansas. Will the Senator permit me to 
ask him how you would distinguish and define the difference.be
tween him and myself. I agree that a specific contract is 
vastly better for the buyer, but I can not see that it has any 
influence whatever in preventing manipulation or preventing 
fluctuations that will affect the price. The price quotation 
now is based on one grade, and that is middling. In the Liver
pool E...~change they are confined in making deUveries t.o four 
grades of good cotton, and fl uctua ti on takes place there. In 
the grain business they are confined to four grades, and it is 
substantially similru·. It was proved in the Christy case which 
I cited in my remarks that I submitted to-day that 95 per 
cent of the produets <lealt in there were purely speculative. 
'l'he relief you propose is of great advantage to those who 
go to the New York Exchange and b~y middling cotton. For 
i:rist:mce, take a spinner hedging. He buys a lot of cotton 
in order to protect him~elf agninst the uncertainty of the mar
ket growing out of the manipulation of the exchanges. He 
goes upon the exchange and sells an amount of cotton equal to 
the amount of cotton bought, not with a view of delivering the 
cotton, but simply to prevent the manufactured fluctuations in 
price from causing him loss on his actual cotton . 

.Mr. SMITH of South Carolina. If the Senator will allow 
me, the reason why they do not go to New York is because New 
York understands, by years of study from day to day, how 
to formulate a contract that would eliminate any spot transac
tion and drive the seller and buyer away who would put it 
upon a legitimate basis to do spot business . 

.Mr. BRANDEGEE. .Mr. President-- . 
The PRESIDING OFFICER (Mr. SAULSBUUY in the chair). 

Does the Senator from South Carolina yield to the Senator from 
Connecticut? 

Mr. BRANDEGEE. I do not ask to have anyone yield. I 
rose to make a parliamentary inquiry. What is the regular 
order? 

The PRESIDING OFFICER. The Chair thinks the amend
ment of the committee, which the Senator from Arkansas dis-
cussed. . 

Mr. THOMAS · ~d others addressed the Chair. • 
Mr. SMITH of South ·carolina. I yield to the Senator from 

Colorado. He addressed me before others. 
l\Ir. TH0il1AS. I merely wanted to ask the Senator why 

these contracts, so called, which ha-re been the subject of dis
cussion this morning, are called gambling contracts? My un
derstanding of a gambling contract is that it has inv-~riably 
some element of chance. 

l\Ir. Sl\IITH of South Carolina. There is no element of 
chance in this. It is heads I win and tails you lose. 

Mr. THOllAS. Instead of being called a gambling contract 
it should be called a thimble-rigging contract 9r a bunko 
game-

.lir. S.:\IITH of South Carolina. That is near it. 

l\Ir. THOMAS. In which no one except .the cotton-exchange 
man who makes the contract has any possible opportunity of 
getting out. · 

Mr. S:JHTH of South Carolina. That is true. The Senator 
fr?m Arkansas referred ~o the matter of conh·acts which my 
friend Parker was speaking about. Here is an illustration to 
~he poiI~t. I think Sena~ors will see the pertinency of this 
illustration. Sparrows migrate to my section of the country 
in tbe winter. The grass seed are thrown down by the frosts. 
This is their food. Sometimes there comes a snow which 
covers their food for days at a time. These little blrds are 
unable to scratch the snow away and soon face starvation. 
Under these circumstances I used to go out in the old vegetabla 
garden at home, rake the snow away from a place say 12 
inches square, get a good heavy board, about the s~me size 
place a stick as a prop under one end and tie a string to th~ 
stick, have the string long enough to lead to an old out house. 
~ would then Ecatter grits or other food under this deadfall, get 
m the old house and bold the string and watch. At first one 
or two of the hungry birds would come and, forced by ht nger, 
would hop under this dead.fall and fill themselves with the foocl 
I had placed there. I did not attempt to catch these first ones. 
I used them as decoys. They would fill thems2l-ves, and other 
hungry, starving ones, e!Jlboldened by what they so.w these do, 
would then crowd under the deadfall, and when I thought a~ 
many were under as were coming, I would jerk the string and 
pull the prop from under the dead.fall and get the whole rowd. 
This is what the exchanges do under the present system. They 
allow a faw to buy contracts and make some money. This 
entices others to come, and when they think they have about 
as many as are likely to come with this bait they pull the prop 
from under the market and catch the suckers as I caught the 
spar-rows. 

Mr. THOMAS. I should like also to inquire before the Sen
ator takes his seat, because my memory is not entirely clear 
about it, whether some members of this exchange or the ex
change itself were not two or three years ago detected in tilch
ing information from the .Agricultural Department in refenfoce 
to the prospect of the cotton crop, and using that also for the 
purpose of making their sure gain surer? 

l\Ir. SUITH of South Carolina. We had information to tllat 
effect. I happened to be a member of the organization, a mem
ber of which detected it, and he said that there was a certuin 
window-curtain telegram acting here in Washington where they 
got that information, and the information was sold. 
•But, l\1r. President, I want to repeat that I am heartily in 

sympathy with the amendment proposed by the Senator from 
Arkansas, in so far as it will ~ffect the unlimited contract; if 
he will just make a differentiation between the unlimited con
tract, as now sold on the New York exchange, and in a mea ure 
on the New Orleans exchange as well, and a specific contract, I 
think the legislation will be as near perfect as we can make it. 
If, as I have suggested, he will diffei·entiate between the two, 
those that specify the grade, and the grades specified be accord
ing to Government standardization, I>e practically without a tax, 
and place the tax proposed upon those contracts that do not 
specify the grade to bear the tax that he proposes, then I am 
sure the farmer will be satisfied and will get what he is en
titled to. 

It has been suggested in this debate that the millman, the 
mill owner, desires the modification that I am advocating. 
The farmers do not want to be placed at the mercy of the mm 
owner, for the reason that be would be m a position to dictate 
prices in a measure as mercilessly as the exchanges do. I do 
not care who buys my cotton so long as he is willing to buy it 
fair and give me a price which is fair, which is according to 
the real value of the cotton. I and the other farmers in this 
country here and now protest against being put up against a 
bun co game if there can be any legislation to relieve us. We 
do not want, however, to jump out of the frying pan into the 
fire and in getting rid of the gamblers on the exchange force 
oui·selves into the hands of the millmen. All we ask is a fair, 
square deal, force the seller to deliver what he sells, and not 
allow him to sell basis middling and deliver dog tail. 

Mr. RANSDELL. Before we· get through this subject I 
should like to ask the Senator from Arkansas a question. 

Mr. SMITH of South Carolina. I should like to conclude 
my remarks, unless the Senator wishes to ask it in my time . . 

l\1r. RA.i~SDELL. No; I .thought the Senator was through . . 
1\fr. SMITH of South Carolina. Mr. President, I think the 

Senate · will see that I am heartily. in accord with the Senator 
from Arkansas. The only objection I ha-re to the Clarke amend
ment is that it does not do like the Hatch bill, put $25 a bale 
on unlimited contracts 'ind put it out of existence at once. 
Why try to raise a reyenue out o the gamb1iJ1g 1-.rocesses of the 
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New York Cotton Exchange without relieving the sufferjng, toil
ing .American farmer? Why not come out with courage and say 
we will put a stop to this iniquitous practice, we will tax it out 
of existence, and not attempt to raise a revenue out of this 
iniquitous oppression of the people? 

l\Ir. CLARKE of Arkansas. The Senator from South Carolina 
seems to be addressing his remarks to me. 

Mr. Sl\IITH of South Carolina. No; I am not. But the ques
tion is whether you put a tax of $25 on that form. 

.Mr. OLARKE of Arkansas. What form? 
Mr. SMITH of South Carolina. The form of contract as it 

exists. . 
l\Ir. CLAilKE of Arkansas. It does not deal with it at all. 

I think it is a natural evolution of the business. I think these 
restrictions were intended to prevent persons from carrying ou 
the business. They are not engaged in delivering cotton. They 
do not buy cotton. The cor.tmct you are insisting upon is to 
heJp the bulls in their fight with the bears. What I want to 
<.lo is to prevent manipulation on the New York Cotton Ex
change that will reach back · to the producers. We are not 
now putting a tax of $25 a bale. If there was any chance to 
ha\e had it considered at this session, I would put $25 or any 
other number of dollars that would stop the business. 

l\fr. S~HTH of South Carolina. Mr. President, I merely wish 
to say, in reference to the insinuation about bulls and bears, as 
a matter of course every fair-minded man wants whatever com
modity is put upon the market to be measured as uear as pos
sible by the law of supply and demand. For the last 60 years 
we have not got anything like a fair price for cotton. I believe 
that the cotton growers of the South to-day would be ind~pew:l
ent and have good homes and educated children if it had not 
been for that miserable iniquity in New York. I am trying to 
break up that iniquity, and in putting it out of business I 
would--

Mr. CLARKE of Arkansas. The Senator seems to be confi
dent of his views. Permit me to ask him a question. I wish 
he would explain, so we can understand how it . happens, if 
speculators are deterred from going to the cotton exchange how 
anybody is going to pay that tax. 

Mr. Sl\!ITH of South Carolina. It is not deterred. A man 
goes in with an iniquitous proposition of hedging. What do we 
want with hedging? 

Mr. CLARKE of .Arkansas. I am asking a question. 
l\:Ir. SMITH of South Carolina. I am answering the question. 
~Ir. CLARKE of Arkansas. I asked the Senator a question 

which I suppose is proper. I hope the Senator will answer it 
or make some rational explanation that would be accepted by 
those who understand the matter. How a.re they going to trans
fer to the cotton producer of the South a tax that is never paid? 

Mr. Si\IITH of South Carolina. I will answer the Senator, if 
he will allow me, categorically. Say, for instance, I am the 
manufacturer. I say to you I want a thousand bales delivered a.t 
current prices, say at 10 cents a pound: You say, "I will de
liver a thousand bales of middling in October." You go into the 
exchange to hedge. The exchruige says you have got to pay a 
tax of $50 for this lot and $15 commission, making $65, and 
the exchange will lower the Liverpool price from what it is 
down to cover that end--

Mr. CLARKE of Arkansas. Does the Senator concede, there
fore, the exchanges can fix the price they pay for that cotton? 

l\Ir. SMITH of South Carolina. I think that within reason
able limits they are doing it now. 

Mr. CLARKE of Arkansas. Then the Senator thinks there 
should be a ' specific contract made that would continue · them 
in the business. 

Mr. SMITH or" South Carolina. It ought not to continue 
them in business unless the term is specific and without-

Mr. CLARKE of Arkansas: Why do we have the cotton 
exchanges at all then? 

Mr. SMITH cf South Carolina. I say if a man was in a 
legitimate business--

Mr. CLARKE of Arkansas. I do not think there is any 
legitimate dealing because the person never expects that it can 
be legitimate. 

Mr. SMITH of South Carolina. I am trying to eliminate the 
middleman, and if the exchange exists let it exist legitimately. 

Mr. WILLIAMS. I should like to ask the Senator from 
South Carolina, if it be true that this 50 cents per bale can be 
shifted to the cotton producer, can he make that appear . by 
any argument whate\er which does not make it equally clear 

_ that all speculative expenses now incurred upon a man are 
shifted to the producers? · 

~Ir. S:~IITH of South Carolina. I have claimed that all along, 
and that is what I aµi trying to get rid of. . . 

Mr. WILLIA.US. If that be true, does not the Senator admit 
that this bill will to some extent decrease the amount of specu: 
lation, and therefore decrease the amount of future business, 
and therefore decrease the amount of expense which could be 
shifted to the producer? 

l\fr. S3HTH of South Carolina. That might be, but the 
amount decreased might be offset by the burden he bears in 
paying the 50 cents a bale on his hedge, whereas if you deliver 
a specific contract, what is the use of hedging? . 

Mr. WILLIAMS. There is one more. question I want to ask 
the Senator. It is if in his opinion this bill will not increas·e the 
number of actual deliveries of cotton purchased for future de
livery? 

l\lr. SMITH of South Carolina. If you will amend it by put
ting in a contra.ct that is legitimate and fair and square and 
honest, I th1nk you will eliminate the unlimited contracts. 

1\fr. WILLIAMS. I did not ask what would be done if 
amended. I asked the Senator if this bill as it is now will not 
have the tendency of increasing the number of deliveries 
actually made of cotton bought fol' future delivery, and will 
not the refunding of 50 cents tax upon the actual delivery have 
the effect of increasing the number of deliveries, and if it have 
the effect of increasing the number of deliveries, will it not have 
the effect of increasing the number of bales the cotton man 
makes, and if it increases the number of bales of cotton that 
must be actually purchased, does not that increase the demand 
and has not that a tendency to increase the price? 

Mr. SMITH of South Cai·olina. The Senator from Mississippi 
is too familiar with the cotton market to ask me seriously that 
question, for the reason that with the unlimited contract as it 
is now what wotJld hinder these individuals from specifically 
delivering, but delivering, as they do now, dog tail on tlie 
m1ddling contract? 

1\lr. WII~LIAMS. Suppose they deliver dog tail; there would 
still be an increased number of actual sales of cotton of some 
sort delivered, and of course if your dog tail wouhl be exha 11sted 
you would have to buy some other cotton. 

Mr. SMITH of South Carolina. When a man receives this 
undesirable cotton and finds he can not dispose of it he will 
retender it, and if there are 50,000 bales of that kind of cotton 
he -Can settle a million-bale contract. 

l\Ir. CLARKE of Arkansas. · Or an infinite number r:f. bales. 
Mr. Sl\fITH of South Carolina. Yes; he can ta.kt! 50,000 

bales of this unmercllantable cotton and settle a 50,000,000-baJe 
conh·act against it, because a purchaser of one of these con
tract& when tendered this undesirable stuff can receive it and 
then retender it. The seller then says, "I have actually deliv
ered your cotton, you have accepted delivery," and therefore he 
avoids the tax: And in this way I believe they could avoid in 
a large measure the operation of the law. What I want to do 
is to force them to sell a specific thing and deliver the thing 
they sell. 

Mr. CLARKE of Arkansas. Before the Senator leaves that 
po1nt I wish to ask him a question. The Senator says there are 
a great many grades that you find in a contract. 

Mr. SMITH of South Carolina. I would define the grades. 
Mr. CLARKE of Arkansas. You would put on a penalty of 

50 cents a bale if they failed to carry out the contract. 
l\Ir. SIMMONS. I wish to ask the Senator a question. I 

do not know that I understand exactly the amendment that he 
proposes. Upon what conditions does he propose to tax the 
transaction? 

Mr. SMITH of South Carolina. To tax the present form of 
contract, which is practically done by the amendment of the 
Senator from Arkansas, and to add a proviso to tllat amendment 
exempting from taxation those contracts which specify the 
grades according to Government standardization, thereby mak
ing the law constitutional 

J\fr. SIMMONS. The Senator does not understand me. Sup
pose this contract is drawn according to the form you suggest. 
Must there be an actual delivery in order to escape the tax? 

Mr. SMITH of South Carolina. Oh, no. 
Mr. SIMMONS. Then, if I understand the Senator, if there 

is a contract in the form he has described here there would be 
no tax. 

Mr. SMITH of South Carolina. Practically none. 
Mr. SU.fM:ONS. There would be practically no tax. :Now, 

let me ask the Senator this question: What per cent of thorn 
dealing in these futures actually demand a delivery? 

l\Ir. SMITH of South Carolina. The Senator from Korth 
Carolina misapprehends the n~ture of the contract. Where the 
contract is made specific rather than basic, no millman would 
go to the expense of employing a broker to purchase for him 
when he could go on the exchange and purc~ase as spe_cificnlly .. 
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as he does horn the broker. Therefore you would have the ex
change as the actual medium through which cotton was bought 
and sold, spot cotton. 

Mr. SIMMONS. Yes; but I understand the Senator to say 
that his ·proposition is that if the contract specifies that there 
is to be a delivery within one or t-wo grades--

Mr. S~IITH of South Carolina. No; a specific grade. 
l\ir. SIMMONS. Yes, within one or two. If there is a deliv

ery made it must be made in accordance with the terms of the 
contract. 

Mr. SMITH of South Carolina. It must be made of that 
grade. 

Mr. SIIDfONS. .My understanding is that about 10 per 
cent of those who buy these contracts probably ask for a 
delivery. 

Mr. SMITH of South Carolina. Under the present contracts? 
.M:r. SIMMONS. Under the present contracts. 
Mr. SMITH of South Carolina. Ninety per cent buy without 

any view of delivery at all. . 
Mr. SIMMONS. If the Senator from South Carolina will 

allow me, the reason--
Mr. SMITH of South Carolina. Just one minute. They do 

not buy them with any purpose of ever asking for a delivery. 
Mr. SIMMONS. Now, how will you stop this 90 per cent of 

speculatirn dealings by prescribing a more drastic form ' of con
tract? 

l\fr. SMITH of South Carolina. For the simple reason that 
anyone on the floor of the Senate knows that as long as the 
seller has the option of delivering- anything within 27 grades 
regardless of the law of supply and demand. at a difference 
fixed by himself. he has got an open-and-shut game; but when 
he sells a specific commodity short he may get himself squeezed, 
and he takes no such option. Besides, the millman will not 
buy on the exchange to-day for this very reason, that he does 
not know what he is to get. l\Ir. Parker said they would do 
nothing of that kind because they can not buy middling and 
get middling. 

Mr. Sll\ll.f ONS. I can understand, I think, readily how this 
would be a relief to the miller, how it would enable him to re
quire delivery according to the terms of the contract. It would 
be helpful to him, no doubt; but what I understand the Senator 
from South Carolina wants to do is not only to protect the 
.mille1\ the man who wants to enter into a legitimate contract, 
who expects delivery and who wants delivery, but he wants to 
suppress this fictitious dealing on the part of those who buy 
without any pmpose of ever demanding deliyery. 

Mr. SMITH of Sonth Carolina. That is what I understand. 
Mr. SIMMONS. There we have one man -selling with no 

expectation of ever being called .upon to d~liver. We have an
other man buying with no expectation of ever intending to call · 
for a delivery. Now, how are you going to stop it? How would 
it tend to stop that kind of dealing in cotton futures by simply 
saying if you prepare a contract with certain specifications 
in it there will be no tax on it and it will be a legitimate con
tra.ct? 

Mr. SMITH of South Carolina. For the simple reason, Mr. 
President, that, as I take it now, if I buy a lot in the city of 
Washington and put up an option no law in this country cau 
prohlbit me from forfeiting my option and canceling the con
tract. But there is the lot specified. I know what I am doing. 
But what sort of a contract would it be if I might buy a lot in 
the city of Washington for a stipulated price, and the seller of 
that lot was to specify in the contract that he was to deliver 
me any other lot that he pleases and fix the difference between 
the one be sold me and the one that he was going to deliver. 
What kind of a contract would that be, unless I go into it 
as a speculative venture on a general rise of real estate in 
Washington? 

Mr. SIMMONS. I ask the Senator if he does not think at 
present that 90 per cent of these contracts are of that nature. 
that both parties to the transaction u:Ilderstand it to be of that 
nature, that they will enter into that, and do not care what the 
form of the contract is, and you will not, by making a more 
specific contract than is now required or taking the sole option 
away fram the seller and giving the buyer an option, stop that 
kind of a contract, because they will get out of it in time. 

Mr. Sl\IITH of Sooth Ca.rolina. Before I take my seat I 
wish to correct the Senator. 

Mr. SIMMONS. I flo not profess to understand it thoroughly. 
Mr. SMITH of South Carolina. The Senator is demonstrating 

that he does not. 
Mr. SIMMONS. ·The Senator had experience and does know 

• a great deal about it, and I wish to get his view on the subject. 

Mr. SMITH of South Carolina. Here nrc some of the letters 
that I have receiyed from farmers on this subject: 

OWINGS, s. c., R. F. D., August 1, 1913. 
Hon. E. D. SllrTH, Washington., D. 0. 
m~~a:ec~~~~. Yours in reference to Senator Cw.nxE's tariff amend-

1 hnve adv.ocated a policy to not hamper capitalists in deTeloping 
the resources of our country, but at the same time to protect the people 
against oppression of capitalists, 

If the exchanges' future trading in cotton are made to deliver the 
~~;~~.in grade, etc .• I rather think they are a protection to the 

Very truly, yours, WM. P. HA.Rms. 

GAFF1'."EY, S. C., Aug:ist ..S, l!JJJ. 
1\lr. El. D. SMITH, Wa.shinoton, D. a. 

DEAR SIR: Your letter of July 26 received, with Mr. CLARKE'S 
amendment lnclosed. Both have been carefully read, and in reply will 
say that wet the citizens of White Plains section, deem it best foi· the 
interest of tne country to have free cotton . 

We heartily indorse your stand in regard to this amendment. 
~espectfully, 

M. C. LIPSCOMB. 

W1~NSBORO, S. C., August 22, 1913. 
Hon. E. D. SlHTH, Washington, D. C. 

DEAB. Sm : I notice that the Clarke amendment to the tariff bill will 
be up for consideration in a few days. To my mind this is a rather 
drastic measure, and is not the remedy for the evils of the cotton
excbange system. 

I think its passage will so upset tbe whole cotton business that prices 
will be seriously affected. I do believe that the exchanges should he 
forced to ad'opt the Qovernment standard of types or grades, having 
middling cotton as a basis, and not be allowed to deliver any cotton 
contracts below a certain grade, and that grade should always be of 
spinnable cotton. In this way a few thousand bal s of unmcrc.bantable 
edtton conld not so seri-0usly affect the price of the whole cotton pro
duction. 

• • • • • • • 
Very respectfully, Il.. Y. TU&Nr.lR. 

Hon. E. D. SMITH, Washington, D. a. 
GAFFNEY, s. c., .Aug1£st 25, 1918. 

DEAR Srn: Your letter and amendment to the tariff bill receiwed, and, 
after careful consideration. I a.m · unable to see wherein the fnrmor 
would be materially benefited in the passage of said amendment, be
cause if a tax was put on tTansa.ction of cotton in tbis manner the 
farmer would have to foot the bill after all, and tbe people who hn:ve 
the money usually carry things their way. · 

Yours, very truly, T. H. LoCKHART. 

SUMMEilTOX, S. C., Att{]U8t 9, 1913 • 
Hon. E. D. SMITH, 

United States Senate, Washington, D. 0. 
DEAR Sm: I am in receipt of yours of some days ago in reference to 

license on cotton futures. together with a license on all sales of cotton. 
Now, I will frankly admit my inability to suggest a proper course to 
pursue; but it seems to me I see considerable red tape around getting 
the tax back on legitimate sales and delivery of the actual cotton ; and 
I think we best go slow on all matters like thls. and even if we tax 
cotton futures alone, we don't know what efl.'eet It would have on the 
great cotton markets of the world. Therefore, I don't look upon the bill 
with much favor. 

• • • .. • • • 
Yours, sincerely, o. c. SCARilOilOGII. 

l\IONTGO:llElRY, ALA., July 24, 1913. 
Senator El. D. Sl\ll'l'R, Washington,, D. 0. 

DEAB FnIEND: In reply to yours 18th July, I understand in case 
the Clarke amendment to tariff bill passes and goes into efl'ect the cot
ton people prop-0se to operate in Canada or Liverpool or both. 

It seems to me, to make matters effective, both yours and the Clarke 
biJl should pass. I like your bill excepting as to the.delivery of grades, 
two above or below on any contract, say, above low middling, and only 
one below low middling; that is, one grade above or one below on low 
grades. 

• • • • • • • 
Yours, truly, CHAS. L. GAY. 

C.nIDEN, s. c., July 28, 1913. 
Senator E. D. S~ITH, Washington, D. 0. 

DEAR Sm : In reply to your favor of the 26th instant relative to 
the Clarke amendment t.o the tariff bill I beg to say that in my 
opinion it will, if passed, work a hardsh{p on the cotton grower. It 
will leave the price in the bands of powerful mill syndicates and 
strong spot men, which will naturally have a dep1·essing influence. 

Yours, truly, 
W. L. DE P .A.SS. 

W1SA.CKY, S. C., July 30, 1913. 
Hon. EJ. D. SMlTH, Wasllf1zgton, D. a. 

DEAR 1\IR. SMlTH: As far as my limited judgment goes, I am of the 
opinion that the Clarke bill will be against the best interest of the 
South. 

At our State union last week at the Isle of Palms we had an en
couraging meeting. It was well attended. 

The union placed itself on record as opposing the Clarke bill, but 
indorsed your bill regulating the cotton exchange on future contracts 
as regards grades, etc. '1.'hc cotton belt needs for the Government 
to standardize grades and enforce its standardization. 

Wishing you much success, I a.m, 
Yours, very truly, !l.')JH' . l\I. CoorE~. 
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KEMPER, S. C., Ji1.ly 30, 1913. 

Hon. E. D . S~lITH, 
United States Senate, Washit1.Qto11, D. 0. 

DEAR SIR: Yours of 26th to hand. I don't think that .I know enough 
about dealing in cotton futures to offer any suggestion as to Mr. 
CLARKE'S proposed amendment. I am not much in !avor of ~elli~g 
cotton for future delivery. But, Mr. SMITH, there is one thm~ m 
regard to the sale of cotton that I am anxious to see. That is .a 
standard grade, so that every buyer and every farJ?er can tell. wh.at h;1s 
cotton is. In other words, if a bale of cotton will grade ~1ddllng m 
Wilmington, N. C., or Norfolk, Va., it ought .to grade middling in 
Charleston, S. C., or New York or anywhere else. . But this does not 
seem to be the case and the local cotton buyer is at a loss bow to 
grade the cotton to suit the different exporters. This is not only hard 
on the buyer, but the farmer, the man that toils and pr<?duces t~e 
cotton, is not getting what justly and honestly belongs to hIID, ai;id it 
seems to me that there ought to be a standard adopted by. the Nation~! 
Government whereby every intelli,gent farmer could know Just what his 
cotton was. I think this would also be an inducement to t~e J?roducer, 
let him be landlord or tenant, to try to take better care OJ. his cotton 
in gathering it. Let ·him know that his cotton would be sold on. its 
merits, that he would get what 1t was actually worth at the time 
he made a sale. . 

Would be glad to hear from you on this subJect. Let me know what 
you think about it. 

Very respectfully, C. P . ~AYES. 

IIon. E. D. SllIITH, Washington. D. a. 
BURTO~, S. C., July 81, 1913. 

DEAR Sm: Your letter of 26th instant inclosing amendment to bill 
II. R. 3321 was received and carefully considered. While w~ kn_ow that our 
people lose a good deal by dealing in cotton futures, stlll it seems to 
me that such restrictions as are proposed to be placed on even bona 
fide sales for future delivery would have a decided te~dency to reduce 
the price of cotton. Having to pay the tax and have it refunded later 
would prevent many sales. Anyway the whole thing would have a 
depressing effect on the cotton market, in my opinion. 

I think we owe more to the cotton growers than to the foolish 
investors in cotton .futures. Better let the speculators take care of 
themselves. 

Yours, yery truly, W. R. EVE. 

Mr. E. D. SMITH. 
ABBETILLE, s. c .. August 1, 1913. 

DEAR Sm: Your letter received and. after thinking the matter over, 
I don't believe it would be of any benefit to the people, as not more 
than one-third of the people own land. It would be great to the land 

owner Very truly, yours, · J. H . LrnK. 

Ilon. E. D. SMITH. Washington, D. a. 
LAURENS, S. C., July 31, 1918. 

MY DEAB Sm : Your letter to several of your friends in regard to the 
Clarke amendment bas been called to my attention, and the amendment 
is regarded by all well-informed business men and farmers among them 
as a direct tax of 50 cents per bale on every bale of cotton grown and 
sold from the fields of the South. My main source of income is from 
the farm ; all that I have is practically invested in farm lands, and I 
would regret to see any legislation put into effect that would handicap 
the ,:\Teat underlying product of the southern farm. Of course, it 
would work all right for the large cotton corporation or large manu
facturing corporation, who would be glad to bear cotton to the lowest 
possible price and buy in their supply without regard to even the cost 
of production. They would be able to command capital when the smaller 
cotton merchant and the conservative cotton man who is not "nervy" 
enough to take his chance without some kind of insurance such as is 
given by the Cotton Exchanges of New York and New Orleans, thus 
taking out of our market .the element of competition, which is the life 
of all trade. The result would be the whole business would be trans
ferred to Liverpool and other forei~n markets of the world. with the 
discrimination against us of the above amount. I am satisfied that 
you appreciate the situation and will look after the interest of the 
farmer in the premises. With best wishes, I am, as ever, 

Yours, truly, 
W. T . GRAY. 

IIon . E . D. SMITH, Washington, D . 0. 
GAEFX-EY, S. C., July 13, 1913. 

DEAR Sm: In reply to your request of my opir.ion of Senator CLARK:F.l's 
amendment .to the tariff bill I will say that I am willing to trust any 
legislation affecting cotton and the cotton grower to your judgment. 

• • • • • • 
Truly, E . J . CL.A.RY, 

Hon. El. D. SMITH, 
CHESTER, S. C., July 30, J918. 

Senate Olzamber, Washington, D . O. 
DEAR Srn : Replying to your letter of Jtfly 26, requesting an opinion 

upon the amendment to the tariff bill proposed by Senator CLARKE of 
Arkansas placing a tax on the buying and selling of cotton for future 
delivery, I beg to say that I have given the measure careful thought for 
some time since its introduction and as yet have failed to see any good 
reason brought forward to justify its passage. I suppose thougH that 
there is plenty of ground for a difference of opinion as to the exact 
results that would be brought about by this amendment, but I am 
unable to see why cotton alone should be singled out for the trial while 
all other commodities are left as they are. Living in the cotton belt 
as I do, I wish to see cotton bring as much as possible, and I am per
suaded that any commodity is better off when not interfered with by 
the Government. For this reason I am opposed to the amendment. 

' * "' * . • * • 
Most sincerely, J . R. HAMILTOY. 

Hon. E. D. SMITH, Washington, D . a. OLAR, S. C., August 1, 1913. 

DEAR Sm: I am opposed to dealing in cotton futures at all. If people 
want to speculate on. cotton, let them buy and sell actual, not imaginary, 
cotton. 

I know you are trying to legislate to help the farmers, and I hope 
you will be able to do so. 

Yours, very truly, H. W. CHILTY. 

BE.:-rNETTSVILLE, S. C., July 81, 1913. 
Hon. El. D. SMITH, lVashingt-On, D. a. 

DEA.R SENATOR: Your copy of the Clarke amendment received, and 
in reply will say t hat several years ago it was the common custom to 
put on our cotton 9 yards of bagging, and there was nothing said 
or thought about it. '.rhen the buyers decided that they only wanted 
7 yards. If the cotton bad more than that they deducted IJO cen ts 
per bale. Then, to remedy the matter, our legislature made it a mis
demeanor to deduct the said 50 cents. What did the buyers do? They 
deducted it when they priced the cotton, and we still have to put on 
the 7 yards or pay that same old 50 cents. 

Now, Senator, if the Clarke amendment becomes law, I know who 
will have to pay that one-tenth cent. It will be you .and I. 

Frankly, I think that it would be rather premature to adopt that 
amendment j ust now. \Vere we able to name the price of our cotton 
it would be a good thing to adopt the proposed legislation; but such 
not being the case, I think we had better not wave the red flag in the 
face of the financial bull too much. · 

* * • • * • • 
I and, I think, all intelligent people are aware of what you are doing 

and have done for the cotton farmer. Wish to thank you for it. 
• * * Here's hoping that you can defeat the Clarke amendment. 

I beg to remain, as ever, yourfl, 
T. C. COVINGTON. 

ABBEVILLE, S. C., July 29, 1918. 
Hon. E. D. SUITH, Washington, D. a .. 

DEAR Sm : I have your favor of the 26th in regard to the Clarke 
amendment to the tariff bill. I have decided views as to its result ; it 
will hurt the cotton grower. • • * 

Yours, truly, J. L. MCMILLAN. 

Mr. E. D. S:llITH, Washington, D. 0. 
LAURE~s, S. C., July 29, 1913. 

DEAR Sm : Your letter of the 26th to hand and noted. 
I am not posted or not enough up on the matter to tell whether or 

not this amendment would be beneficial or not to the cotton grower's in
terest. All I can say that you look to our best interest and do what 
you think would be best for us, as I know that you are better posted to 
these affairs than we aY.e. I know that you are wide awak~ and will 
do what you think best for our interest. • * • 

Yours, truly, P . B. BAILEY. 
- . 

BISHOPTTLLE, S. 0., July SO, 1913. 
Hon. EJ. D. SMITH, Washington, D. a. 

DEAR Srn : Replying to your letter of the 26th, containing a copy ot 
an amendment to the tariff bill proposed by Senator CLARKE of Arkan~ 
sas, beg to say that I have looked over the provisions contained therein, 
but owing to the fact that I have only a superficial knowledge of th~ 
operations of the future-contract business, I am not in a position ttl
give you an intelligent opinion regarding the matter. 

I would venture to s2y, however, that notwithstanding the fact that 
the cotton producer bas to sustain a great loss by the operation of 
future contracts and the nondelivery of actual cotton on same, I 
think we bad better go slow and be sur~ of our ground before taxin"' 
future contracts to provide revenue for tl:Ie Government, else we might 
have to sustaln a greater loss by the taxing of future contracts as 
called for in these provisions proposed by Senator CLARKE. 

Something should be done and done at the earliest possible moment 
to relieve us of this burden. • • • · 

Very truly, yourn, E. H. HE.A.RON. 

MA.RTI:Xs POIN'T, S. C., July 28, 1913. 
Hon. El. D. SMITH, Washington, D. a. 

DEAR Sm : Your letter and copy of Mr. CLARKE1s blll to band and 
fully noted. I have read the bill with considerable disgust as a farmer. 
You must know that every duty placed on cotton must fall on the 
grower. I am satisfied that if this amendment . was tested and thor
oughly explained to the growers of cotton that it would not get one 
vote. I with my friends say kill this amendment if possible and you 
will have turned a good trick in favor of all cotton growers. 

It seems to me that some of our Democrat friends want to monkey 
with the tariff till there will not be revenue enough, and then place a 
tax on our southern friends to make good. 

This kind of Democracy is very thin skinned, to say the least of it. 
Do the best you can for us. 

Yours, sincerely, F . W. TOWLES. 

Mr. E . D. SMITH, Washington, D. a. DILLON, S. C., July SO, 191~. 

DE.AR Srn : I think the Clarke amendment to be inserted in the tariff 
law is a bad proposition for cotton farmers. I have talked with you 
personally, and you and myself were in full accord that the cotton 
exchange should be required to deliver specific grades of cotton on con
tract. I was talking with a prominent cotton manufacturer to-day who 
said that the cotton-future market at present was no saf~uard to him 
as a manufacturer, and that he did not try to hedge. tie said, how
ever, that if he could make a contract and could call for spot cotton 
running three grades, one above and one below the grade mentioned, 
that it would be of some service to him. For instance. he spins strict 
middling cotton. He would be willing to take good middling, strict mid
dling, and middling on this contract, but no other grades. 

I wish to emphasize what I wrote you some days ago, that whatever 
is done in this matter should be done very promptly. If this agitation 
is continued till new cotton goes on the market, I believe ·it is going to 
adversely affect prices this fall. 

Hoping t:l'lat Congress and the Senate will be able to dispose of this 
matter at a very early date, and with kind regards, I am, 

Very truly, yours, · 
WADE STACKHOUSE. 

CHESTER, S. C., R. F . D. 2, July 80, 191J. 
Hon. E. D. S~IITH, Washington, D. 0. 
. DEAR Sm: Yours to hand and noted, and in reply would say I'm 
opposed to the passage of any act that would put a tax on cotton in 
any shape or form, for the farmers would be the opes to suffer. 

1 think speculation is the only way to handle ~ops of any kind ; the 
law of supply and demand is no good. 

Yours, very truly, W. S. DURHAM. 
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SEXECA, S. C., July 28, 1918. 
Senator E. D. SlnTH, Tlashi11gton ..• D. 0. 

DE..\.R Sn : Bel ug inte1·ested in cotton, both as growers and. buyers, we 
write you in reference to the Clru·ke amendment to the tariff bill In 
our opinion this measure will be hnrtlul instead of helpful to the cotton 
growers of the South. Through the medium of this letter we can hardly 
give all our reasons for our opinion, bnt we believe the foreigners, big 
cotton merchant and cotton mills, will be the gainers, from the fa.ct 
that small dealers will be bttdly handicapped or driven out of the busi
ness tt this men.sure becomes law. 

We do not lose sight of the evils of speeulatlon. in cotton or any other 
commodity as a gamble~ pure and simple, and make no defense of this 
from a moral or any other st:mdpoint ; but we do believe there are legiti
mate uses for tbe purchase and sale of cotton contracts, and in · this 
branch of the business we are interested. The laws of' trade and com
mon sense are conclusive to us that competition in any line of busines 
ts beneficial to the seller, and it this meaSllre does not destroy competi
tion we do not catch the meanlng of the bill. 

That there are evils and abuses of the present system in New York 
we fully recognlze and would like to see corrected, but we do not believe 
the Clarke measure will give the relief needed. 

In our opinion your blll requiring the naming of grades sold is the 
right solution of this matter. We would suggest one amendment to this 
bill stipulating that no grnde below that recognized by the Government 
standard should be deliverable on contract. We believe if this is done 
all interests wm be protected. 

For some reasons we should be glad for the Clarke measure to be 
tried mainly because a large number of farmers believQ speculation in 
cotton is alway against the grower, which opinion we do not share. 

As constituents of yours we write you this letter and trust you may 
take our vlew of tlrts matter and use your influence to defe:it the Clarke 
amendment. 

Very truly, yours, 

Hon. El D. SlnTH, Washingfon, D. a. 

G. w. GIGNILLllT. 
F. M. Ct.nY. 

ABBEVILLE, S. C., July f8,. 19:13. 

DE.An Sm: Your letter inctosing proposed amendment ot Senator 
CL.AllKE to t:lrtil' bill cnme duly to hand. I am maid that the result 
of the passage of that bill, or rather, that •amendment, will injure 
the cotton growers rather than help them. My observation ha.s been 
that speculation keeps np the plice of cotton. I am satisfied tbat i! 
a tax is put on every cotton trunsnction for future delivery, that the 
cotton mills of the SoutiP will combine and 'will lower the price of 
cotton. In any town in this State having a cotton mill, only one 
buyer, the one for the local mill, is put in by any mill, and if it we.ro 
not for the export buyers the cotton growers would suffer.. My idea 
is that a tax should 

0

be put on the exchanges so a.s to insure only 
reliable people entering into the business-~ but I doubt very seriously 
the good of puttin.,. a tax on ea.ch sale. All o.f our southern mills 
buy la.rgely for futur d livery, and to hamper them with a tax wlll 
not only trot the mills to great inconvenience but, in my judgment, 
will have 11 tendency to l<rl'\er the price of cotton. Every bale of 
cotton sold would be bou~ht by the buyers ith the Idea ot n. tax on 
it and the farmers ould get just that mn.c.b less for his cotton. I 
do n&t believe the umendment will ba~e the effect that is thought IJy 
its author ft m have, n.nd it run. afraid that it will have the opposite 
effect. With best wishes, 

Yours, very truly, WM. N. GaAYDO~. 

GAFFNEY, S. C., July 28~ 1913. 
Senator E. D. S~IITH, Washington, D. 0. 

DEAR SE~ATor.: Yours of the 26th received and noted. I have read 
the Clarke amendment carefully and in my opinion as a farmer and a 
merch:.i.nt, J belfevo that the amendment would be detrimental to both 
classes, especia.Uv so to the farmer, and o! course the farmer's interest 
is the merchant'ls intere t. If this amendment should become a law 
the cotton crop mll b contracted for by a few strong cotton people 
and manufacturer , nd I onld consider such a very dangerous law. 
In my opinion it we.old much better to abolish the cotton exchange 
alto,,.ether than to h.:l>e this amendment become a law. 

1°th.ink if tbe New York Cotton Exchange would be governed by 
the same rules: and regulations a:s the New Orle:ins Cotton Exchange 

it I ~~<!.:e i!beN:;. Clarke amendment becomes a. law the suppiy and 
demand will h..'l·rn very little to d-0 with prices. 

Yours, very truly, J. A. CARROLL. 

COLUllBIA, s. C., AtlffUSt 1, 19.13. 
Mr. E. D. SllITH, 1Vashi11gton, D. 0. 

DEAD MR. SMITH: Your letter of 26th to hand, relative to the pro. 
posed amendment to bill H. Il. 3321. WilI say that I have .consulted 
some three or four neighbors, and after a careful study of said amend

·ment it is the opinion of the othe.s, as wen &S m ~ lf, that the amend-
ment will be burden rather than a beneiicial amendment to the grower 
o:! cotton. 

• • • • • • • 
Yours, truly, J. El POAG. 

BECffiET'ISnLLE, S. C., .Auuust 15, 1913. 
Ilon. E. D. S ITH, Wa&hington, D. 0. 

DEAR Sm : * • o I do not believe the pa. sing ot the Clarke 
amendment to tbc tariff bill will be of any advantage to the cotton 
growers of the South, though a great many seem to hold to the contrary 
opinion. I nm, • 

Yours, respectfully, JoKS W. D1l.A.KE. 

Cn:ESTEI!, S. C., .Avgust 13, 191$. 
Hon. E. D. S:urrn. 

DE.ill Srn: 
• • • • * • • 

As regards th amendment to the tariff bill as proposed by Senator 
CLARKE I think it is of doubtful wisdom at the present time. • • • 
I think' the Clarke amendment rs inopr:rortn:ne. The marketing of the 
new crop is just opening and legislation should be avoided. as it tends to 
create uncertainty in the minds (}f dealers and consumers and to throw 
a. damper over the n:fbvcment of the crop. As much b: edom in actual 
cotton transactions should be given the -farmer :wd manufacturer ns 

possible, but speculators and cotton exchanges should be regulated in the 
future by some judicious legislation 1·estraining them from their enor
mous transactions in ocder to control the market price of the staple. 

Appreciating your etl.'orts in beha.ll of the farmer, I am, 
Yours, truly, 

J. J. STR!NGFELLOW. 

Hon. E. D. SMITH. Washington, D. a~ 
BmtTO:-i, S: c., August n, 1913. 

DEAR S.rn : Replying to yours of the 26th ultimo, I would say that I 
have grave doubts of H. R. 3321 amendment belng to the advantage of 
the State of South Carolina. 

We have 400,000 people working in our mills and many thou nds Q{ 
dollar invested in them, and anything that we do that will cllininish 
the value of their product will re.fleet on the interests of those 400,000 
people. 

Now, It ls a fact that the prosperity of our mills depe!!ds on the 
sagacity of the president or agent who buys the cotton used in the 
mill Cut oil' bis ability to use it and most of his value is gone, and 
much of the profit of the mm with it. . 

As you well know, the cotton market is not steady, therefore the effort 
of the agent is to buy for future delivery when cotton is low. A no 
man can foresee the market with absolute certainty, it l>l'comes neces
sal'y that large buyers should have some means o! protecting them
selves against a great decline in the market or tbey can not take the 
risk of buying. 

The buyer's protection is the sale of futures wben he believes he bas 
made a purchase of futures at a price that will be higher than tho 
market will be at the date of that future delivery. 

This bill, therefore. strikes. at the pro perity of every mi!I that has a 
roan smart ennul!'b to make it a pi·osperous institution, and throngh the 
mm at the 400.000 employees. at a time when the knife has been pat 
into their profits by the revision of the tariff in the most rnclical man
ner. Can th y stand it and live? This question, I believe, is of im
partance to the State. 

Although I am only a farmer, I can see that an interest as great as 
that of lhe mills of this State c:uries with it the inter t of the farmer 
who raises the cotton and the food for these workers who do not pro
duce the e thinJ?S. 

Very truly, yours, S. C. Pr.ICE. 

Hon. E. D. SMITH, 
PLEA.SAXT LANE, S. C., .August 4, 1913. 

United States Senator, Washington, D. a. 
DEAR F:aIE:'.llD SllI'.l'H : Reo~lying t0> yoms of few days since, uktng 

me to give my views on the Clarke amendment to Ilou bill No. S321, 
will say that, in my opinion, dealing in futures should be prohlblt:e<l 
entirely. As to the amendment · providing (or a tax levy of so much 
per pound on each agreement to purchase or sell wilf result as did our 
tag tax on fertiUzevs, viz, figure in the price of the product ; in other 
words, the price wlll be fixed with an. eye single to the payment of 
the tax. Our prices being fixed, I am sorry to say, by the speeulutor 
and not by us. the producers, as it should be. 

I have been reading very carefully the acts and doings of the present 
se.ssfon et Congre • as every man who has the welfare of his country 
at heart should do, a:nd e farmers should congr:itul te onl"Selves 
that we have succe ded at In.st in b:lving a man to represent us in 
our Nntimml Government who is looking after our intere- t, and we 
should th:mk you for each and every one of your many able e.ffo~ in. 
our behalf. 

Your fiiaht against the approa:ch on ns of the boll weevil is grand. I 
sincerely nope that you will be- crowned with succ in this, as well 
as in all of the manr other good measures advocated by you. 

With kind regards, 
I am, your friend, truly, W. A. STROll, 

Hon. El D. SMITH. WasTtin.gton,.D. a. 
CA:'IIDE..-V, S. C., .AuguB't 9, 1913. 

Dru.a Sm; I received your letter of July 20, inclosing ~opy of Ir. 
CLARKE'S proposed amendment, and have re:i.d the runendmcnt c:u· fully. 
Just what effect a tax of 50 cents per b11le, or $50 per contr ct, wonld 
have on dealing in cotton future is problematic, but I am of the opin
ion that the operators would simply take the adclitlon.al r1~~ and con
tinue to do business. Of course many of the smaller operator would 
probably not take the risk and would not operate o.ltogdber· a.s mu<:h as 
now. Whether or not this I:i.w would affect future trading in cotton to 
the extent that the exchanges would be put out of busin ss i yet to b.e 
seen, and I doubt very much if it would have sufficient effect to do this. 

In. regard to spot cotton would say that inasmuch as the exchange 
. fixes the price they mo.st assuredly would 11uote tile price 10 points 

below its actual market value, and thereby put the burden of tile tax 
upon the farmer to the extent of production. Thls much seems clear 
to me. Mr. CLARKE evidently means to try to do something in the 
interest of the farmer, but I am unable to see where there is much 
benefit in this law for them. It seems to me that a law along the line 
I suggested some time ago covering future tran actions of' every kind is 
what we need. 

We want legitimate busin'ess and plenty of It, and therefore do not 
a.nt to hamper legitimate trading, but we do want to ·top speculating 

and gambling s it i: now carried on. In every busine s deal that bas 
any l.nture attached there is aJway more or less sp culatlon, so w need 
ai la.w to leave legitimate transaetlons open nd unbamp red. Brletly, a 
law ~uch as I sugge ted requiring the actual delivery and receipt of 
everything sold for future delivery could be more successfully enforced 
l! all or the impartant nation of the world had a similar law. ~uppo e 
you talk the matter o•er with Mr. Bryan a.nd see what · he thrnks of 
making a suggestion along this line to all of the lar er commercial 
nations. As I see it, the bm1ine s as now allowed carried ou by our 
Gove:..'LllDent is wrong in principle, and I belfeve we now have the 
proper men at the head of our Government to correct this evil. 

Yours, truly, 
JOH. T. MACKEY. 

CHESTER, s. c .. August 9, 1913. 
Hon. ID. D. SllITH, Washington, D. 0. 

DEAR Sm: Hon. ;r. H. McDaniel, probate judge of this county, .has 
kindly refened a communication of yours in n~gard to taxing dealmgs 
in cotton futures to me for expression of op~ion by farmers :;tnd 
business men on the same. Now, my dear Senator, I have not the time 
or ability to go into a discussion o.f this men.sure, but from the fact 
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that everything that the southern farmer buys is left out of the bill and 
the only thlng that be sells is enough to wa.rn me of the old saw, " Be
ware of Trojans bearing gifts." 

Yours, truly, W. 0. GUY. 

MARio~. S. C., August 9, 191.S. 
Hon. E. D. SMITH, 

United States Senate, Washington, D. 0. 
DEAR Sm: Your letter of July 26 received, and should have had an 

earlier reply, but the writer has been away on a little vacation. You 
ask if I think the Clarke bill would be beneficial to the cotton grower. 
I most assuredly do not. In fact, I think the producer would be hurt 
more than anyone else. 

If the Clarke bill becomes a law, who will pay this tax. Ultimately 
it will come out of the producer, and will simply mean the Govern
ment putting a tax of 50 cents per bale on the farmer's cotton-not 
directly, but indirectly. It will be figured in the price of his cotton. 
I know some people take the stand that the cotton exchange should be 
abolished altogether. As a prodacer I can not see it that way, for I 
believe the cotton exchange run properly ls a good thing for the farmer. 
I am connected with the cotton mill here as superintendent, and I am 
also a farmer--cotton my principal crop. 
. For the past few years I have bought a good pa.rt of the cotton 
the mill uses and have kept up pretty closely w:tth the spot and future 
market. From my experience l honestly believe the farmer derives 
more benefit from the cotton exchange than the manufacturer. To 
go into details to explain my position would make a letter too Ion~. 
Please don 't understand that I think the cotton exchange is rul 
Tight in every particular, for I do not. But I do believe if some 
measure were passed to regulate the exchange and not tax or abolish 
it, it would be the best thing that could be done for the producer 

Yours, very truly, 
W. K. DAVIS. 

BLACKVILLE, s. c .. August £0, 1913. 
Senator E. D. SMITH, Was1iington, D. 0. 

DE.AR SIR: l expect to 1[ather this year 800 to 1,000 bales of cotton, 
and to-day sold through Messrs. R. H Rountree & Co., of New York 
City, 200 bales for October delivery. - They charge me 15 cents per 
bale. The Augusta !actors chari?e me 85 cents to $1 per bale. I do 
not expect to make delivery of this cotton to Messrs. Rountree & Co., 
but do expect to keep t hese 200 bales sold with tbem until I make 
delivery in October of the actual cotton to the mill or exporter paying 
the best price on day of delivery. Of course. I have the option of 
either covering these 200 bales on the exchange in New York or of 
shipping the cotton to Messrs. RolliltJ·ee & Co. and making delivery to 
the.m. In the past it has proved more profitable to cover on the ex
change and then sell the 200 bales to the loca l mill broker or exporter 
paying best prices on day of delivery. Sbonld l sell tbese 200 bales 
through a factor or mill broker or exporter. they wonld chari:rn me a 
premium of $70 to $85 more than Messrs. Rountree & Co. on each 100 
bales. Besides. if I .sell tbrou_gh a factor or broker, I have no option, 
but must make delivery. although some other buyer on day of delivery 
might be paying one-fourth cent higher basis. Besides losing this one
fonrtb cent, or $12G on each l 00 bales, I would also be paying the 
factor $70 to $85 more per 100 bales thnn I am now charged on 
the New 'l"ork Cotton Exchange. In other words, a tax on cotton 
futures will be a distinct loss to the business men here. I .hope you 
will kill the bilL 

Yours, truly, J. M. FARRELL. 

Hon. E. D. SMITH. 
LUGOFF, S. C., August 2, 1913. 

MY DEAR SIR: I have studied this amendment and have shown it 
to some of my neighbors. If a tariff or tax is put on those cotton buy
ers or dealers, they will make us as farmers pay all tax put on them ; 
and. on the other side of it, if that would have any effect or be the 
means of stopping so much gambling on cotton it may do ~me good. 
But we all know that you will do all you can for us. so we ~ecided to 
leave it all to you and not make any prop-0sal whatever as to that 
amendment. as we all know you are the right man in the right place 
and will do the right thing for us. 

* 
Yours, truly, 

• • * * 
JOIIN s. HAllillOND. 

CRESTERFIELD, S. C., R. No. 3, .A..t~gust 2, 1913. 
Hon. E. D. SMITH, Washington, D. 0. 

MY DEAll Sm: Replying to your inquiry of July 28 as to the wishes 
of cotton growers as to II. R. 3321, I had already noted same in daily 
papers,. and probably have a unique opinion as to same, to wit : 

I belleve it a crime against the cotton growers and should be made 
f?O by _law to al.Jow cotton exchanges or others to sell futures, never 
mtendrng to deliver the actual cotton or commodity S-Old. 

Therefore I think same should be punished by fine or imprisonment 
and not licensed nor allowed under any circumstances. On the other 
hand, where sales are made in good faith and deliveries only can be 
made, I feel that lt is nontaxable, or should be. 

I wish to personally thank you for tbe efforts you seem to be mak
ing for we cotton growers. We can feel that we have some one at 
headquarters to see that we get what is coming to us at last. 

Yours, trulY, 
W. J. ODOM. -

Hon. E. D. SMITH, . 
SELMA, N. C., August 4, 191.S. 

United States Senate, Washington, D. O. 
MY DEAR MR. S:urTH: I r eceived, just before leaving home for a visit 

to North Carolina., your valued commtmication, and thank you for the 
compliment you have paid me in sending it to me. 

My rule in attending to my business is, if I have a good man to do 
it, to leave It to him to do and get at some other work myself. Now, I 
feel we have our best men in Congress, and that they have a hard row 
to hoe, and that they are doing it well ; so we bad better let them hoe 
it themselves, and let us hoe the cotton row at this end. So go ahead 
boys ; do the best you can ; " angels can do no lllOre." ' 

Several months ago, at a meeHng of our agricultural society on 
Edesto Island, one member thought we, througn him, could instruct 
Congress· on the tariff; but we thought you all knew best, so we sat 

down upon him. I now do not think any of ns have bad cause to 
change our minds since then. 

I am glad and feel proud of the prominent part you are taking in 
Congress. Now, do not say and do as one of our generals said and did 
not do, which made us lose the Battle of Gettysburg "We have had 
honor enough for one day," and, like him, stop the fi.gbt. On the con
trary, I want you, in good old Methodist style., to shout and sing: 

" N'er think the victory won. 
Nor once at ease sit down ; 

Our arduous v.Tork will n'er be done 
'Tll we bave gained the crown." 

Then, with President Wilson's Presbyterian doctrine, " The final 
triumph of the saint," the Aruerican Nation will resound in. praise. 

With my most sincere regards, 
Yours, TOWNSEND MIKELL. 

I--' 

MULLINS, s. c., .A..iiguat 2, 1918. 
Senator E. D. SMITH, Washington, D. O. 

.MY DEAR SIR: Your letter duly received, and I would have complied 
with your request to write you fully concerning the Clarke amendment 
to th.e Underwood tariff bill, but I find that I am not equal to the 
occasion. I always naturally f~lt that gambling in cotton futures ought 
to be stopped, yet I can not give you any argument that will convince 
you that the passage of this amendment will In any way help prices of 
cotton. On the other hand, if its pa ·sage would destroy the functions 
of the New York. and New Orleans Cotton Exchange , as is claimed, 
and prev4:nt hedgmg, etc., I am afraid It ls not the right thing for the 
Democratic Party to do now. If the Underwood bill is passed it will 
be glory enough for one time. I most heartily commend the 'measure 
you propose with reference to naming of grades in future contracts. 

• * * • • * 
Sincerely, your friend, N. A. Mc~ILLA1'f. 

Hon .. E. D. SMITH, 
FORT MOTTE, s. c., August 4., 1913, 

DEAR Sm:. Yours of July 26 to band and contents noted. If supply 
and demand 1s what we need, It looks to me that Mr. CLARKE'S amend
ment is all right. but we will be fought there is rio doubt. But I think 
that it wW be best for the future. But you are at the seat of war 
where you can see from both sides, and it may look differenL I spoke 
to. ~r. J. E . W~anake and Cot. Banks, and they are of the same 
oplllion; but we w1ll have to depend on yom· good judgment. 

Yours, truly, · 
GEO, W. FAIREY. 

JONESVILLE, S. C., August 4., 1913. 
Hon. E. D. SMITH, 

United States Senate, Washington, D. O. 
DE.AR Srn: Yours of the 26th of July to hand and contents noted. 

As to Senator CLARKE'S proposed amendment, I wish to say that you 
have been on the firing line in behalf of our farmers so long tbat Sena
tor CLARKE should take le:;sons fr<?m you, mucb less I, as one of tbe 
farmers, to gi"ve you any mformation along this line.. I am satisfied 
that you will do your whole duty. You have done more for the farmers 
of the South than any man among our great lawmaking body in Wash
ington to-day. I wlll say to you what Stonewall Jackson said to Gen. 
Pender on one occasion. " Stand your ground." 

Your friend, J. W. SCOTT. 

Hon. E. D. SMITH, Washington,D. 0. 
JOHNSTON, S. C., August 4, 19113. 

DEAR Sm: Yours of July 26 to band in reference to Senator CLARKE'S 
~~~~ent to bill H. R. 3321, regulating the dealing in cotton 

It has my hearty approval and that of all farmers to whom I have 
mentioned it. I haven't found anyone except bankers. merchants :rnd 
cotton buyers and speculators wbo disapprove this amendment. 1t' does 
look like the producer should have the rigbt to say what laws be pre
ferred governing the sale of bis cotton, and I fail to see why a non
producer should be so interested unless be bas a fat thin!!: ln it solile
how. They say if this law is passed it will ruin the country. I think 
if it requires a set of speculators and gamblers to create a market fol.' 
cotton and cotton will not sell on its own merits, it would be a good 
thing for farmers to let alone, and I for one say if 1t ruins us as 
they see it. let us have it. ' 

It can not hurt us much worse, for it is like swapping dollars to 
make it now. I appreciate your efforts in behalf of the farmers and 
read all you have to say through tbe papers, and congratulate you for 
your courage and wish you success in all your efforts. 

With best wishes. I am, 
Yours, sincerely, • A. B. BnoADWA.TER. 

Senator Sl\IITH, Washington, D. a. 
SA..."i ANTONIO, TEx., July 18, 1913. 

DEAR SIR: I would suggest that you introduce an amendment to 
the Clarke amendment providing that said amendment shall only 
apply to such future cotton contracts as do not specify the grade 
sold, and do not provide for dehvery according to Government stand
ardization. 

Your bill should be passed, and this is all the legislation that should 
pass on this question. • 

Very truly, yours, W. F. MrLLER, 
8Zl Mason Street. 

Senator SMITH, Washington,, D. a. PEYDLETON, S. C., July 15, 1913. 

DEAR Sm: I see that Senator CLARKE has Introduced a bill to tax 
contract cotton 50 cents on tbe bale. By all means use your influence 
to defeat this bill. If this bill passes, it will vir·tually put the cotton 
exchanges out of business. That means low-~rice cotton. · 
tr~~U:orb\~ !~a~e~~a~ef1e exchange to de ive1· the grades they con~ 
St~tc~ear it favorably commented on by the best people all over the 

Yours, truly, B. HARRIS. 

ASHEVILLE, N. C., Jtdy S~ 1.918. 
DEAR SENATOR: Your letter containing copy of CLARKE'S amendment 

received to-day, forwarded from Dillon. I have rea d it over; in fact, 
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had read it before, and I had t~lked with some of my friends about it, 
and I am yet of the opinion that we, the farmers of the country, can 
not be benefited by it at all. Of course, I may be wrong, but I believe 
I am right. We want a live market for what we hav~ to selliand the 
more people deal in it the more life there is about It; but do not 
think the buyers of cotton should be any more handicapped than the 
seller Whatever is done about it, any extra expense will be figured 
out of the producer. The trouble is and always has been our farmers 
are one to two years behind and can not hold a crop of cotton or even 
one-fourth of a crop and are compelled to put it on the market early 
in the fall and take what they can get in order to pay bankers and 
merchants what they owe them. Now, last fall I bought one day for 
the cotton mills 400 bales of spot cotton from a New York firm, then 
they bouaht this cotton from another cotton dealer, and all of these 
people ha"d to hedge against loss when they sold and when they. bought. 
Had they have had to pay this tax it would have been an unmense 
amount of trouble to go into all this thi~~ of paying tax~s and refund
ing, etc., and had we have· had to do tlllS I do not believe we could 
have traded at all. 

• • • • • • • 
I will hate to see the Clarke amendment go through. 

Yours, very truly, 
A. J. COTTINGHAM. 

MARION, s. c., August 8, 191S. 

Senator E. D. S:IIITH, Washington., D. 0. 
DEAR Sm: Yours of recent date with copy of an amendment to tariff 

bill by Senator CLARKE received. I think the amendment is proper and 
· 13hould become law. I am in favor of any law that wlll do away with 
the New York Cotton Elxchange, which is only aJ?.Other name fO,! gam
bling. As you know, it has c~st our people milllo~s upon milho~s. of 
dollars. I have no patience with the arguments which are used trymg 
to defend the exchange, in that it is beneficial to the cotton growers, 
when the truth Is that it has done more harm to the cotton growers 
than all the blight and boll weevils combined. 

If this amendment can become law and the tariff and currency bills 
pass we southern people would begin to enjoy freedom from our hereto-
fore masters. · t d 'th I want to congratulate you and all who bad anythmg o o WI 
"'ettin"' the Government to relieve the South and West of the money 
~tringgncy and getting us out of the grasp of the mone.y sh~rks of 
New York. Our people are delighted with what Congress ;is doi~g and 
attempting to do and have unlimited faith in our representatives in 
Congress and Woodrow Wilson and his Cabinet. The fact is ~e fe.el 
like a new era bas dawned upon us and that our great country is still 
the home of the free and the brave. 

With best wishes for your future success, I am, 
Yours, truly, J. D. MO~TGOl!ERY. 

Jo~rnsnLLE, S. C., August 7, 191S. 

Hon. E. D. S:.uITH, Was1tington, D. 0. 
DEAR Srn: In reply to your letter of the 26th r~garding the Clark~ 

amendment to the tariff bill, will say that I have discussed this matter 
with scveraJ in thls section and all seem to think that it best not to 
pass this measure as in the end the tax would fall on the produce1·. 

Yours, very truly, D. B. FREE, Jr. 

MOCXT\ILLE, S. C., Atlgu-st '1, 1913. 
Hon. El. D. SlIITII, . 

United States Senate, Waslungton. D. C. 
D&.IB Srn: In regard to yours of the 26th of July. • • • n.eigh

bors and myself think that all such taxes will be obliged to be paid by 
the produce~s of cotton, so please don't allow any tax to be put on 

cotton.Yours, truly, D. R. CRAWFORD, 

CASSATT, S. C. August 'I, 1913. 
Mr E D. S~IITH, Waslti11gto11, D. C. srn ·. You send me a copy of amendment to the tariff bill proposed 
by Senator CLARKE of Arkansas, and to write you whether or not I 
think u would be beneficial to the co~to!1 growe~s. I fa.ll ~o see* w~er: 
the cotton growers would be benefited m its practical operation. 

Respectfully, H. T. DAVIS. 

NEWBERRY, s. c., August G, 1913. 
Hon. El. D. SmTII, 

United States Se.iwtc, Wasllington, D. C. 
D-EAR Eo · Your letter received. I have ~iven the bill very careful 

study and have reached. the conclusion that It will add ai;iotpei: bm·den 
upon the farmers. You could never adjust the tax as it is mten_ded 
in the bill, and there is no power Congress possesse.s that could adJust 
it. We would in the end pay that ~ax .at such price as we would be 
forced to acce~t for our cotton. • a ·· H E•·• .,...8 Your friend, . . "~-' • 

LAKE- CITY, S. C., Augt1st 'I, 1913. 

Senator El D. SllITH, lVashi11gto11,, D. C. 
DEAR SENATOR: I have examined your bill sent me some time ago 

and think it is a very good bill. I want to congratulate you on the 
fight you have been making and are making to-day in behalf of the 
farmers of the State. • • • 

Very sincerely, J. A. GREE~. 

WA?UPEE, S. C., .August 4, 1913. 
Hon. E. D. SMITH, Washi11gt01~. D. C. 

DEAR Sm: In reply to your letter of. July 26, in regard to amend
ment to tariff bill as to taxing sales for future delivery, I find lots 
ef people in favor' of it. Personally, however, I ' do not agree ~lth it. 
Farmers often sell futures to an advantage. However, I realize that 
my own personal ideas are of little value to you. I feel sure that you 
are doing your duty to us, as you see it, and I am perfectly willing 
to leave the balance to your care, feeling sure that you will secure 
every benefit possible for us. · 

Yours, very truly, JOH~ A. BELL. 

lsLAXDTON, S. C., August 5, 1913. 
Hon. El. D. SMITH, Washington, D. C. 

DEAR Sm: Yours of the 26th ultimo received In due time, but I was 
very busy and could not give the intended Clarke amendment the 
proper consideration. 

I have gone over it carefully and can not see where it will be any 
burden upon the cotton growers. I think it would be better to have a 
separate bill prohibiting the dealing in futures altogether. If I under
stand it aright this amendment puts a tax of one-tenth per cent per 
pound on those who buy and sell cotton for future delivery, but refunds 
the tax where the cotton is actually delivered according to the terms 
of the sale. 

It ls true the mills claim they have to buy ahead, and a great many 
farmers sell ahead, but they can do it without violating the law as 
proposed by this amendment or without being burdened by the law. 
However, I doubt the wisdom of even anyone under any circumstances 
selling for futur:'! delivery, unless the price could be so regulated as to 
preserve the proper equilibrium in the cotton trade. 

Under the JJresent laws a debt-ridden people, as our cotton growers 
are, living this year on next fall's crop, are entirely dependent on the 
gamblers of the country for the frice of their cotton. 

But we are told to 01·ganize. grant the farmers are not sufficiently 
organized to protect themselves from many injustices, such as the pres
ent raise in jute bagging, but when we are told to organize to hold 
cotton which is sold a year ahead; without a price stipulated, it is all 
bosh. Establish a safe governmental system of warehouses where the 
farmer can deposit his produce, without the dread of being swamped 
by a set of rascals, and can draw on the Government for a safe per 
cent (safe to the Government) of the value of said produce, and you 
will see the prices of farm products properly adjusted, and the farmer 
rise from his impoverished condition. 

Wishing you much success in your endeavors to help the farmers, 
I am, 

Yours, truly, D. M. VARN. 

IIon. ELLisox D. SlIITH, 
Washington, D. C. 

WAnSA.W, N. C., August 5, 1IJ13. 

MY DEAB SENATOR : I have carefully read all that has been said with 
reference to your bill to regulate deliveries on future exchan"'es and all 
that has been said with regard to the effect of the Clarke amendment to 
the tariff bill, and to both propositions I have· given much study and 
thought; in fact, I have been studying it for years, knowing that Con
gress would probably pass some regulatory measure in the course of 
time. And I desire to say that I approve of your bill and believe that 
it will have the effect intended ; but I disapprove of the Clarke amend
ment and believe that its principal effect will be the establishing of 
Liverpool as the sole price-making machine. It wlll eliminate hundreds 
of. small cotton merchants; force a concentration of big buyers in Eng
land, making it well-nigh impossible for a native exporter to compete 
with foreign exporter; take from the market millions of speculative 
money and thousands of speculative buyers; destroy all nonfuture ex
changes and many boards of trade in the South. In fact, it will cost 
the South from 3 to 5 cents per pound in the price of cotton and mn,y 
bring about such financial disaster as we have not seen since the war. 
I know you make a specialty of cotton matters and are well informed 
on the subject, and I certainly hope you will use your knowledge and 
power to prevent the adoption of the Clarke amendment. 

Respectfully, yours, 
Jos. E. JOHNSO)!. 

BESi'.\"ETTSVILLE, s. C., Atl!JUSt 5, 1913. 
Senator E. D. s~nTH, Washington D. C.: 

Replying to yours of July 26 in regard to Senator CLARKE'S amend
ment to H. R. · 3321, will i>ay that I do not know of any benefit that will 
accrue to the cotton planter from this bill. · I have asked other , and 
they sa~ that they are unable to see it. Iy own opinion is it is a 
direct tax on cotton Indirectly collected. I do not deem it desirable to 
prohibit trading in actual cotton on cotton exchanges. I know of no 
good in cotton futures. 

Yours, truly, R. C. Coxn. 

V .AXCE, S. C., August 1, 1913. 

Senator EJ. D. SMITH, Washington, D. 0. 
DEAR Srn : Your letter o.f July 2G bas been received a~d carefu!lY 

note<j. I am glad you wrote and thus gave me an opportunity to wn~c 
you. I for one am opposed to the passage of any such law, because ~t 
looks to me that all or nearly all the efforts that are made to benefit 
the farmers of the South rebounds to their detriment. I am opposed 
to the doing of anything that will injure the price of cotton. I think 
all the tinkering with law as to futures and the prosecution of those 
who were trying to bull the market bas already cost the farmers a 
good deal of money. If it is law to prosecute the bulls for trying to 
put the price up it should be law to handle the fellows who are 
tryin.,. to put the' price down. I believe the cotton exchanges are a 
benefit to the cotton planter, and to levy that tax will drive them 
out of existence. 

• • • • • 
Very truly, yours, J. F. FELDER. 

ConxwELL, S. C., IL F. D. 1, Auoust 2, 1913. 

Mr. SMITH, 
DE.AR Srn: In reply to your lette~ Ju!y 26, will say. I think .Mr. 

CLARKE'S amendment, if you can get It, will be a good thmg. .1 beheve 
in a square deal, but we don't get it. If. a man buy cotton, It should 
be delivered. If he sells, he should dehver the goods. I would say 
work for the amendment. 

Respectfully, W. A. GLADDEX. 

non. E. D. S.llITH : 
C.DIDEN,. s. c., August l?, 1913. 

Your favor of July 26 received and the inclo ed amendment, which 
I believe to be a~ainst the cotton grower and would help to lower 
rather than lift pnces. 

. Yours, truly, HEXRY S.AY.AITTJ. 
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Montg<?mery, Ala-., JttlV 11, 1913. 
Senator E. D. s~unr, Washington, D. 0. 

DEAR FmE~D S:u1TH: The New York and New Orleans Cotton Ex
changes have been flooding this country with literahn·e UJ?-d p_r~ss ar
ticles begging help to kill the Clarke ami!ndment to the tariff !nil. ~O
day our committee of three from the busin{!ss men's le~ne of this city 
reported in favor of the bill ; also some of our lea.ding cotton men, 
notably I. Weil, of Weil Bros., and William Marks, of Marks & Gayle, 
both large cotton buyers, are in favor of it. This pleases our f:irmers, 
who desire to see the New York Cotton Exchanp;e taxed out of existence, 
aJso New Orleans put on a strict spot-cotton basis. ' 

As yon know and we believe our country has been pauperized by the 
New York Cotton Exchange. It is no spot-co.tton market. and we see 
no reason for its existence except as a gamblin~ outfit. Let the good 
work go on. Our counh·y has been overrun this season by so-ealled 
travelin"' crop experts sent out by the New York Exchange. Most of 
them a1:=e voluminous liars and hardly know a stalk of cotton from a 
cocklebur stalk. They have suecee<led only in allowing foreigners to 
buy up the cotton held for better prices at a low figure, which has been 
quite discouraging to all holders. · 

• With reg:irds, your friend, CHAS- L. GAY. 

WATERLOO, L.A.UR~-s COU~~Y, S. C., July 19, 1913. 
Ilon. Et D. SMITH, M. C., 

Senate Clw.mber, Washington, D. 0. 
MY DEAR SDNATOR: Your kind and encouraging letter .I received in 

due time. I will watch the progress of the currency. bill, and when 
fairly launched in Congress I will run on to Washmgton. I have 
several very nice letters to produce_ 

I 3.ID glad to see the Senate subcommittee favors yout cotton-grade 
l>tll. 

With my best respects, I am, 
Yours, truly, CLAREXCE CUXIXGHAM. 

CHARLESTON, S. C., Jttly 1, 1!H3. 
Senntor E. D. SMITH, Washington, D. C. 

I sincerely trust th.at you will make every effort to defeat t;he present 
amendment introduced by Senato!' CLARKE of Arkansas placmg tax on 
purchases and sales of cotton for future delivery, as same would prove 
most harmful to all handlers of cotton and would be at the expense 
of the planter, as he would not be able to find a ri!ady market. at all 
times on which be could dispose ·Of his cotton at the full price, as 
there are times when shippers buy cotton without being able to pass it 
on to spinners, but are able to p1·otect themselves by selling futures. 
'lhe proposed amendment would prove ruinous as well as a restraint to 
trade. 

W. G-Onno::s- McCABE, Jr. 

Mr. LODGE. Mr. President, I do not propose to discuss this 
question at all, for I am free to confess the intricacies of this 
busines:; I do not understand, and I understand it still less 
since I have heard the cotton manufacturer called a miller. 
But there are people who do not speculate in futures, but who 
buy and sell cotton, who believe that this will ha\e a bad 
effect on the consumei;s to whom they sell and the producers 
from whom they buy, that you will not get rid of the abuse of 
gambling in futures, which is an admitted abuse of a gross 
kind, but only transfer it to delivery. 

I have three letters from a leading firm who do not spec11Jate 
in futures and are among the largest firms in the country in 
dealing in cotton. I ask that they may be printed in the 
IlECORD. 

The VICE PRESIDENT. Without objection, they will be 
printed. 

The letters referred to are as follows: 
BOSTON, MASS., July 1, 1913. 

Hon. HE~Y CA.BOT LoDGE_, 
Unit-ea States Senate, Washington, D. 0. 

DEAB Srn: We feel very strongly that those advocating the amend
ment to the taritr bill placing a tax on transactions in future-delivery 
cotton are not familiar with legitimate cotton business as undertaken 
to-day by those not interested eveD" remotely in speculatively bcying or 
selling contracts, but as a protection against actual business done with 
spinners. · 

In our own case, we have no clientele who buy or sell through us 
speculatively for cotton. Our business is confined to actual sales to 
tbe various New England mills. As business is done nowadays, a 
great many of the mills at this time of the year and through the 
summer place contracts ahead for goods. In the sale of such goods 
they are forced to either sell their goods and speculate as to what the 
price of cotton will be when cotton is available during the next crop, 
or protect themselves by buying cotton for fall shlpment through such 
dealers as they trade with. . 

As far as we are concerned, there are only three possible methods 
which we could pursu~ither sell the mills speculatively short and 
risk buying ln cotton next fall at a lower price, or buy contracts for 
mill ilccount and tUI·n them into cotton, as they advise us to next fall, 
or buy contracts for account of our correspondents which they would 
turn into cotton next fall. In none of these transactions would .the 
.actual delivery of future contracts be expected. The purchase of them 
would simply be to protect ourselves or the mll1s against an advance 
in the market when the actual cotton of the quality satisfactory to 
them was avaUable during the next crop movement. 

Very often the cases are reversed. In the fall of the year the mills 
know they must secure such qualities as they need when they are 
available. On the other hand, a mill which does not wish to speculate 
must either buy its year's stock and risk the market later-that 1s1 that it might be a great deal lower in the late winter or spring iI 
the crop ts large or trade is poor-or hedge a certain amount of Its 
plll'chase by the sale of contracts. As they soJd their goods they would 
buy __ in these contracts fix-in" the price of their cotton. 

We realize that speculation in cotton has been harmful, but it has 
been more harmful to the manufacturer than anyone else. On the 

o'l:ber hand, the purchase or sale of future contracts affords the manu
facturer a protection on every lot of goods sold ahead or aetual cotton 
purchased against which he does not care to fix bis price -0n aecount 
of his inability to sell goods ahead. The same is true of the legitimate 
dealer who buys future contracts against sales to mil.ls or seas con
tracts against actual cotton in hand which he is not desirous of being 
long of on tbe market, and risking a decline which would wipe out not 
only his profit but possibly cause him a severe l<>ss, and in none of 
which cases the acceptance of pUI·clulse of futures or delivery on sales 
of futures would be contemplated. If the contemplated tax should 
pass, as business is done so close, it i:s needless to say it would 
simply be the means of eliminating this protection and would not 
prevent this character of business from beill£ done abroad, and would 
be driving business out of this country without in any way checking 
speculation. It would only eliminate the protection furnished the 
legitimate dealer in cotton or the mills who buy through him. 

Yours, truly, 

Hon. HEXRY CABOT LoDGE, 

COOPER & BRL'SH. 

STEPHEN M. WELD & Co., 
Boston, July 1, 1!1tJ. 

United States Senate, Washington,, D. 0. 
Mx DE.Au SE~ATOR LODGE : It seems to me that this addition of one

tenth of a l"ent a pound on futures whi!re the cotton is not actually 
delivered is such a blow at the cotton business that the Senators can 
hardly realize what they are doing. In the first place, let me tell you 
bow it works. We frequently find at the end of a day"s business, in 
Houston, for example. that we have 5,000 bales on hand over and above 
om· orders. As yon know, we have to go out and buy every d-ay, and 
at the end of the day the cotton that we have bought is set against 
what we ha>e sold. If we have sold more than we have bought, we 
buy futures. If we have bought more than we have sold to the mills, 
we sell futures. In this way we are protected against any fluctuation 
of the market. and the business is made as free from speeulation as is 
possible. 'Ve never mean to ileliver or to accept deliveries on these 
futures. They are a hedge on spots that we have sold; when we buy 
cotton. we buy in futures on the eotton we have bought; when we have 
sold the eottcn, we sell them again. 

Now, this method of doing business enables thousands of small firms 
to do a business and to borrow money from the banh~ on this business 
and on the cotton, because the banks as a rule demand to kn<lw whether 
they have hedged. If they have hedged. they loan them the money; if 
they have not, they won't; and a firm that does not hedge with futures 
finds it very dlfficult to obtain credit. 

What is going to be the result? Tbe New York Cotton Exchange 
will· go out of existence and the business will fall into the hands of 
McFadden and ourselves and three or four other bi§{ firms, and nine out 
of ten of the little firms will go to the wall. It is going to reduce our 
business to the same basis that the wool business is -0n, which is a 
most speculative business. where the r;rofits are from 3 to 5 cents a 
pound and the losses correspandin~ly illri:re and only big firms that e:m 
borrow money fr-om the banks on their own name can do the bu. iness.. 

It is the most disastrous blow to the cotton business that c:.tn be 
perpetrated. It is no excuse to say that the future business is abused. It 
is abused; liquor is abused ; food is a.bused ; everything we have that 
is given us by God Almighty or anyone else is abused. and the abuses 
as a rule cu.re themsel..-es. A man that drinks too much gets delirium 
tremens; a man tbat eats too much dies of dyspepsia; and nature main
tains its equilibrium in that way. So· it is in business. Alen who 
spec11.late in futures die poor. I venture to say there is hardly a case 
in existence of a cotton speculator dying rich. 

Furthermore, it is a most unjust thing that this restriction on fu
tures should be put in , force on cotton alone. Grains of all kinds, 
copper, coffee--in fact. Dusiness in almost everything is conduetcd on 
this system of futures. It ls a perfectly crazy thing to attempt to put 
such a duty on. It will also throw a great deal of business to Liver
pool and away from the United States ; and, in my opinion, is most 
~astrons in every way. I hope you will do your utmost to stop this 
thmg. 

I am sending a copy of this letter to Mr. WEEKS. 
You.rs. trul:-- T. M. WELD. 

• 
Hon. HEXRY CABOT LODGI:;, Washington, D. 0. . 

BOSTON, July. e, 1913. 

DEAR Srn: Regarding the amendment providing for a tax of one
tenth of a cent a pound on sales of cotton f-utures, we believe its 
u~~~~onst1ii°te~ unfavorable to the best interests of the peuple of the 

Ou.r bu. iness is that of supplying aetual cotton to New England 
mills. We are not dealers in futures. The mills are expected to take 
orders from their customers for goods to be delivered several months 
later and for frequently well into u later cotton crop. Therefore the 
mill expects us to sell them actual eotton, to be supplied to them at 
such later dates. In the event of our making sales for materially 
later delivery, we now protect ourselves by purchasing futures, thereby 
eliminating the element of speculation on the part of the mill and 
also on the pµt of the seller of the cotton, whether he be North or 
South. If the proposed tax should be adopted, we believe that the 
amount of the tax would have to be added to the cost of manufactured 
goods, or, in other words, advance the cost of l"otton goods. And cer
tainly cotton goods are to be used by a very large percentage of our people 
from the very fact that they are about the lowest cost wearing apparel. 
On the other hand. the only possible advantage to anyone is the revenue 
which the Government would receive; and we certainly doubt the ad
visability of this, considering that the revenue would certainly come 
from the mass of the people. 

Therefore we sincerely hope that yon can conscientiously do all that 
is possible to prevent the adoption of this amendment.. 

Yours, very truly, 
BABRY, THAYER & Co. 

Mr. RANSDELL. Mr. President, my very good friend the 
Senator from Arkansas [Mr. CLARKE] has, inadvertently I am 
sure, a very incorrect idea about the New Orleans Cotton Ex .. 
change. He designated it as a parasite of the New York Ex~ 
change. I am quite certain he did not Jllean to hurt the feelings 
of the New Orleans and Louisiana people by that statement. 
I should like to ask the Senator just what he based that state-
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ment of .his on, that the New Orleans Cotton Exchange is a para
site of the New York Cotton Exchange. 

l\fr. CLARKE of Arkansas. l\fr. President, of course I used 
that statement in a figuratiTe sense. The New York Cotton 
Exchange fixes the rules and limitations of the business. They 
ha ye the organization, the membership, the position, connected 
with the business. 'I'hey have . special wires running every
where, and dominate. If the New Orleans Cotton Exchange 
were disposed to reform the business they could not reach 
the people who are interested in the subject of speculat
ing in cotton in sufficient volume to cut the slightest figure in 
the final result. Senator George, who was the chairman of the 
Committee on Agriculture and Forestry of the Senate in the 
Fifty-third Congress, went into that quite extensively and took 
much proof to show the relative importance of the two ex
changes. In preparing and presenting to the Senate the report 
from which I quoted he made the observation that I have in
cluded in my remarks, that the New Orleans Cotton Exchange 
was a parasite in the sense that it could not project and main
tain a policy in antagonism to any policy that the New York 
Cotton Exchange saw proper to stand behind. 

1\Ir. RANSDELL. Mr. President, I should like to ask the 
Senator if it is not a fact that the New Orleans Cotton Ex
change has adopted the GoT"ernment standards of grading cotton 
which were advocated in substance by Mr. Herbert Knox 
Smith in the very able report from which the Senator has so 
eloquently quoted, and if it is not also a fact that Mr. Smith 
in the highest terms complimented 1'.he New Orleans Cotton Ex
change for adopting the method which he advocated; and, 
further, if it be not a fact that the business is conducted on the 
New Orleans Cotton Exchange in an entirely different manner 
from that on the New York Cotton Exchange in ·the very ma
terial particular of settling the deli"veries on future contracts 
upon the commercial differences, or the value of the spot cotton 
as determined by actual sales on the New Orleans market, 
whereas in New York the settlement of delive1ies is based tlpon 
the ·rnlue placed upon the cotton of yarious grades by a com
mittee-an arbitrary system of settling differences? 

l\Ir. CLARKE of Arkansas. I am sure there must be some 
diffei·ences in detail in the rules that govern the respective ex
changes; but I insist that the crowd who conduct the New 
Orleans Cotton Exchange do not possess sufficient elements of 
strength to influentially affect the price of cotton. Can the 
Senator tell me how many bales of future cotton are sold annu
ally upon the New Orleans Cotton Exchange? 

Mr. RANSDELL. No, sir; I can not; but it is a large 
number. 

l\fr. CLA.RKEl of Arkansas. Nobody else can tell, because 
they have never let it be known; but in 't:rade, in business, and 
in the discussions that define its operations and its effect no one 
ever gives serious attention to the New Orleans Cotton Ex
change. There was a better.- exchange than either of those 
exchanges, at Galveston, and another one was sought to be 
established at Memphis, but they could not attract that large 
volume of spec$tive business that would enable them to give 
it the r_epresentative pcsition in the trade that the New York 
Cotton Exchange maintains. 

l\Ir. RANSDELL. Mr. President, I haT"e given the Senator 
from Arkansas a fair chance to explain his statement, and I 
find that he really had no reason at all for saying that the 
New Orleans Cotton Exchange was a "parasite" of the New 
York Exchange. As a matter of fact--

1\Ir. CLARKE of Arkansas. The Senator from Louisiana 
must let me explain that. By that I meant a parasite of the 
exchange in the sense--

Mr. RA.l~SDELL. A parasite is something that lives on 
another. 

1\Ir. CLARKE of Arkansas. I should have said I meant a 
parasite in the form that it could not direct a policy with refer
ence to the cotton market that the New York Exchange antago
nized; that it was subordinate in that commercial sense to the 
moyements and policies of the New York Cotton Exchange. 

l\Ir. RANSDELL. I am glad to have even that explanation, 
. l\Ir. President, because a parasite, we know, is a small thing that 
lives on a larger one, and in no sense of the word can it be said 
tl:).at there is the slightest connection between the New Orleans 
Cotton Exchange and the New York Cotton Exchange. They 

· have entirely different rules and regulations; they have no 
connection in the world with each other. 

The great trouble in this whole cotton-future business is the 
unfairness with which, in the minds of a great many people, it 
is conducted on the New York Cotton Exchange. The very mat
ter which the Senator from South Carolina [Mr. SMITH] de
scribed here is one which has caused a great deal of hard feel
ing; that i~, the manner of dealing on the New York Cotton 

Exchange. You ha ye a contract there with "middling" as a 
basis. When you ask for delivery of that cotton the man who 
sells. it can deliver to you any one of 28 grades, I believe, ac
cordin~ to the Senator from Arkansas, and 34 or 36 grades 
according to the Senator from South Carolina which is cer-
tainly a very wide margin of grades. ' 

Mr. SMITH of South Carolina. Mr. Pre ident--
The PRESIDING OFFICER. Does the Senator from Louisi

ana yield to the Senator from South Carolina? 
Mr. RANSDELL. I yield merely for a correction. 
Mr. SMITH of South Carolina. I want to get the record 

straight. I think that at one time there were 37 grades-I may 
not be accurate, but I know it was within the thiities. They 
have gradually contracted them as they saw the storm gathering. 

Mr. RANSDELL. It is a large number of grades Mr. Presi
dent, and there is now a private system of grading cotton in 
New York; there is no Government standardization of cotton 
grading recognized in that great market; tut it is a pi·i--rate 
system adopted by themselves. _ 

When they settle their future contracts they tender the pur
chaser of a "middling" basis contract cotton not of that ''Tade. 
Say he has bought " middling " and they tender him ~ a-ood 
ordinary," how is the price between "middling" and " :ood 
ordinary" determined in New York? Not by the market quo
ta~ons of "middling" and "good ordinary" in that market 
or m any other cotton market, as is done in New Orleans but 
by a committee of the exchange, which meets two or tlirec 
times a year, and arbitrarily says that the difference in value 
between " middling " and " good ordinary " shall be a cer
tain sum. You see how unfair that is. Perhaps "good ordi
nary" is very scarce in the market and the price has gone 
up as compared with "middling." 

In New Orleans how is it arranged? In that city there was 
always a system very different from that in New York even 
before it had the Government standards. New Orleans had its 
private grades then, because there were no Government grades, 
but the settlements on contracts were always made upon the 
~on:me~cial or " ~?t" market differences. If a man bought 

nnddling cotton m New Orleans and " good ordinary cotton " 
was delivered to him, he went into the New Orleans market, 
the spot-cotton market, and ascertained that the commercial 
difference in T"alue. between "middling" and "good oi:dinary" 
cotton was, we will say, one cent per pound, or one and a 
quarter cents per pound, or one and a ha.If cents per pound. 
The settlement was made accordingly, and the purchaser was 
not injured, because, if he did not need "good ordinary" in 
his business, he sold it on the market at the actual market value, 
the same as he had paid for it; but in New York if he were 
obliged to pay for "good ordinary" 9 cents a p~und let us 
say, and the " spot" difference or the market was B! cents 
a pound, then he was obliged to sell for 8! cents a pound an 
article for which he was forced to pay 9 cents; in other words, 
he lost $2.50 a bale, or $25-0 on his transaction-something that 
could never happen in the case of New Orleans. 

This is doubly true now, Mr. President and Sena.tors, for since 
the New Orleans Cotton Exchange has adopted the Govern
ment's standards of cotton-that is, with a basis of "middling," 
with four grades higher than "middling" and four grades 
lower-the transactions there are just as fairly conducted as 
they can be. 

Let me repeat, there is not the slightest connection brrtween 
those two markets. I am perfectly willing to admit that New 
Orleans is not the yery powerful financial center which New 
York is, but it is an active spot-cotton market; it is a market 
where there is a great deal of spot cotton .sold, whereas there is 
very little of it sold in New York. It is a very important market 
both for future dealings and for actual spot dealings in cotton. 

I was very glad to hear the Senator from Arkansas say that 
the Government had "established rational, honest grades of cot
ton standardization." Those rational, honest grades were im
mediately accepted by the Cotton E:xchange of New Orleans. 
They have not yet been adopted by the New York Cotton Ex
change. The Cotton Exchange of New Orleans is doing its 
utmost to cooperate with the Government; the Cotton Exchange 
of New Orleans recognizes that there are some things that are 
bad in cotton speculation, or, as the Senator would call it, "cot
ton gambling," just as there are bad things in every kind of 
speculation and in every kind of business, and the New Orleans 
Cotton Exchange stands behind the Congress in any kind of 
legislation looking to the correction of these evils, but it does 
not wish to see the system entirely broken up, becau e it be
lieves it is a good one when properly regulated, corrected, and 
controlled. -

The Senator alluded to the fact that in Germany they did not 
deal in cotton exchanges and yet used a great deal of cotton. 
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Is the s~nator aware of the fact that on this very day in the 
city of Bremen a very large cotton exchange begins business? 
It is a fact, I will say to the Senator, that to-day a cotton 
exchange starts in ·the city of Bremen. The Germans have 
found that they can not do business without a cotton exchange, 
just as they found in 1896, after the bourse law was passed 
prohibiting g-rain dealings on exchanges, that it could not do 
business snC<'P.ssfully in grain without an exchange; that the 
farmers were unable to get a proper price for their grain be
cause they had no means of a certaining its value. The pur
chasers of grain were in touch with the Chicago market and 
the Li..-erpool market and the exchanges of the world, but when 
the German grain exchange went out of existence there was no 
longer any way for the grain producers to find out what grain 
was worth. The farmers suffered, and grain in towns or com
munities 10 or 15 miles apart varied very much in price. It is 
necessary to ha..-e an exchange so as to inform the farmers 
what their products are worth. 

Mr. President, I did not intend to occupy the time of the 
Senate so long. I rose merely for the purpose of making this 
explanation. 

Mr. BORAH. I desire to ask the Senator from .A..rkansas a 
question. I understand that the Senator from Arkansas drew 
this amendment. 

l\1r. CLARKE of Arkansas. Yes, sir. 
Mr. BORAH. I should like to ask the Senator what, in his 

opinion, will be the immediate effect of the amendment? 
Mr. CLARKE of Arkansas. The immediate effect of it will 

be that about 90 per cent of the business conducted on the New 
York Exchange will be discontinued if the law is faithfully and 
effe::!tively enforced, because the gamblers who assemble there 
will not pay 50 cents a bale on cotton every time they record a 
quotation on that board. The best estimate which can be ·made 
is that the number of fictitious bales of cotton sold on that ex
change in a year is more than a hundred million. 

l\Ir. BORAH. In other words, the immediate and legitimate 
effect of the proposed amendment will be to prohibit dealing in 
futures under certain conditions, rather than to collect revenue? 

Mr. CLARKE of .Arkansas. Of course the revenue feature 
of it will probably be kept up for a little while by the so-called 
hedgers who have bought actual cotton and, fearing the depre-. 
dations of the New York Cotton Exchange, must protect them
s0lves for a time. I think that element will continue for a 
little while to pay the tax; but after awhile they will be forced 
to evolve some other system of protection that will be more 
legitimate and more completely under commercial control. 

Mr. WILLI.AMS. Mr. President, if the Senator will pardon 
me, perhaps his answer might be misunderstood. So far as 
dealing in pure "wind" cotton is concerned-mere speculation, 
mere gambling-this amendment will put an end to most of it; 
but where mills and buyers buy futures as an insurance it 
would not put an end to that. It would simply put a tax: of 
50 cents a bale upon that kind of business-not a very ex
pensive insurance-which would bring in a considerable revenue 
to the Goyernment. 

Mr. CLARKE of Arkansas. I may also state to the Senator 
from Idaho that where there is an actual delh·ery in pursuance 
of a contract there is uo tax levied. 

Mr. BORAH. Exactly. 
Mr. WILLLAMS. I can not understand for the life of me 

why it has been that there never bas been any great company 
established in the United States to insure manufacturers against 
losses upon sales of stocks on 12 months' delivery to the Orient 
and elsewhere. I am informed that such insurance companies 
do exist in other countries. I suppose the reason they do not 
exist in this country is that our manufacturers for the most 
part do not sell on long time as do German and English manu
facturers trading with the Orient and with South America. I 
ha'e heard that that was the reason; but, so far as "futures" 
are an insurance to legitimate business, 50 cents a bale is not 
a very heavy insurance on a bale of cotton which is worth $50. 

Mr. BORAH. It combines, in other words, the proposition 
of a slight revenue with a proposition of prohibiting certain 
kinds of transaction? 

Mr. WILLI.AMS. Well, it has a double effect; yes. 
Mr. BACON. Mr. President, I merely want to say a word in 

regard to this matter. It is one in which my people are very 
deeply interested, both as cotton producers and as cotton manu
facturers. The State of Georgia is the second State in the 
production of cotton, Texas being the first; and the States of 
South Carolina, North Carolina, and Georgia manufacture very 
much the larger part of all the cotton annually manufactured 
in the South. So that both as mill owners and as cotton pro
ducers our people ha\e a Yery deep, practical, and pecuniary 
interest in the correct solution of this question. 

L--253 

As I understand the _proposition of the Senator from ·sonth 
Carolina-and I wish to say, by way of parenthesis, that I do 
not profess to have any expert kno\\·ledge as yet in regard to 
this question and am seeking light-a. I understand, the prop
osition of the Senator from South Carolina is this: That, by 
reason of the failure of the cotton-exchange contracts to 
specify the particular grade which the contract will require the 
delivery of, if delivery is made, the quotations on the stock 
exchange do not reflect the real price of cotton and that, there
fore, they injuriously affect the price of cotton in the hands of 
the producer. I understand that to be the proposition, although 
whether I am correct or not I do not know. I see the Senator 
from .Arkansas [1\Ir. CLARKE] shakes his head. I do not mean 
to say that it is correct. I do not know, but my understanding 
is that that is the proposition of the Senator from South · 
Carolina. 

I understand the Senator to base that proposition upon the 
fact that the contract, having this latitude in it, permits a .. 
seller to sell middling cotton, say, as a basic grade, with the 
privilege of complying with that contract, not by delivering 
middling cotton, but by deliYe1ing some other grade at a dif
ference in price to be fixed by the cotton exchange, and that, 
by reason of that, opportunity is given to those dealing on the 
cotton exchange, those buying and selling cotton, to carry on 
this series of contracts in a way which will quote to the world 
a price for cotton which is not the real price of cotton, and 
that such quotation and publication of false prices affects inju
riously the price of spot cotton in the hands of the cotton 
grower. 

On the other hand, the Senator says that if the contract were 
limited to a specific grade and the person who sold that con
tract would be compelled, if required, to deliver that particular 
grade, he could not quote anything else but the real price except 
at his own peril, and therefore he would have to quote the real 
price; that with the grade fixed in the conh·act_he would have 
to sell at the real price, and so when he bought and sold, e,·en 
if he did sell 100,000,000 bales of cotton, he would not affect 
injuriously the price of cotton in the hands of tha producer. I 
understand that to be the contention of the Senator from South 
Carolina. 

1\lr. S:;\IITH of South Carolina. That is correct. 
Mr. BACON. 1\Ir. President, however we may regard gam

bling in all of its forms, we have not a moral purpose in view 
in this legislation. While, of course, we are glad if the moral 
purpose at the same time can be adyanced or effected, we have 
in this proposed legislation a practical purpose, and that prac
tical purpose is that the dealing in futures on the cotton ex
changes shall not, through a system of quoting false prices, in
juriously affect the price of cotton in the hands of the producer. 
That, I understand, is the purpose; and in that we all sym
pathize and desire to contribute to it. 

If it be true that by requiring the cotton seller to make a par
ticular grade and limit him to that grade; if it be true, as eon
tended by the Senator from South Carolina-I do not say it is, 
because I am not sufficiently familiar with the subject to under
take to say so-but if it be true, then, it would be well so to 
adjust this amendment as not to make it include contracts of 
that kind, where the real grade of the cotton is specified, be
cause if that be true there is no harm in contracts of that kind, 
but there may be some good. Whether it be true as to the effect 
of having die gm.de of cotton specified I am not prepared now to 
definitely say, but the suggestion should be carefully considered. 

Turning, now, from the interest of the cotton producer to that 
of the mill owner or the man who runs the mill, we all recognize 
the fact that it is beyond controversy that there is a legitimate 
use made by mill ov.rners of the purchase of future contracts 
where there is no expectation of delivery. I would not be will
ing that that practice should be allowed to continue if it were 
at the expense of the cotton grower, the producer of cotton, even 
though it might result in advantage to the mill o\Vner, because 
that would be aiding one industry at the expense of another 
industry, and that would be unjust; but if it is a legitimate in
terest of the mill owners which can be advanced without injury 
to the other industry, then we ought to try so to adjust it as to 
make this legislation of advantage to each and an injury to 
neither. 

I do not know whether this is correct or not, but I under
stand that to be the issue, and I think it is worthy of very care
ful consideration. If it be true that the imposition of a tax 
simply upon contracts for cotton wt.ich do not specify the par
ticular grades and the exemption of those which do specify the 
grades will relieve the cotton grower of the South of the evil 
under which he now suffers by reason of speculatiYe contracts, 
it may be well to do so; and in view of the fact that there are 
interests as found in the bu iness of the mill owner which l:!a"'he 
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legitimate purposes to subserrn by contracts of th.is kind. it may 
be well to relie>e them and so adjust this proposed legislation 
as not to injure them. I do not wish by anything that I have 
said to commit myself finally to the one or the other of these 
propositions, but I am deeply impressed with the fact that if 
this legislation can be so shaped as to prevent the fictitious in
fluencing of the price of cottoa by quoting as the price that 
which is in fact not the price. if we can shape this legislation 
to correct that evil and at the same time not embarrass the 
legitimate transactions of mill owners, I think it ought to be 
done. As I understand it, the system practiced by the mm own
ers is not a speculative system, but one by which they can 
practically insure the prices at which they will get the cotton 
to be manufactured to fill the contracts they make for manufac
tured goods. 

Mr. SlfITH of South Carolina. Mr. President, I should like 
to call the attention of the Senator from Georgia and of other 
Senators to the fact that if they will pick up any paper pub
lished in any city in America where the quotations of the cotton 
market are given they will find that the future market for the 
spot month-August is the spot month now-the quotations are 
on the basis of "middling," and then if they will look at the 
"spot" quotations they will find that in every instance there 
is in the same market a wide margin between the price of spot 
cotton and the future price. for the reason that the buyer of 
actual '' spot" can go into the warehouse and select his "mid
dling," while in the other case be takes his chance whether he 
will get "middling" or something else. I merely invite Sena
tors t(l) tnke any new~aper and read the market quotations. 

Mr. Sil.\BlONS. Mr.· President, I ask that the section be 
passed over. 

Ur. CUl\11\IINS. Mr. President, before the section is passed 
oYer I ha-ve a substitute which I desire to offer for the com
mittee amendment, and I should like an opportunity of . saying 
something about it before the committee again considers the 
subject. I offer as a substitute for the amendment reported by 
the committee the following. 

The PRESIDING OFFICER. The Secretary will read. 
The SECRETARY. It is proposed to substitute for section 3, 

page 210--
1\Ir. CUl\11\fINS. If I may be permitted, I will state the sub

stance of the substitute. I can do so, I think, in less time than 
would be required to read it. 

Mr. SIMMONS. I was going to ask the Senator if he would 
not do that rather than have it read by the Secretary. 

Mr. CUl\Il\fINS. The substitute provides· that there shall be 
levied upon all sales of capital stock, bonds, or other obliga
tions of corporations, and upon all sales of products of the soil, 
meats, or provisions of any character made in, upon, through, 
or in connection with or under the regulations of any stock ex
change, grain exchange, cotton exchange, board of trade, or 
the like, wherein the seller is not the owner of the thing sold 
at the time the transaction occurs, a tax of 10 per cent. 

1\fr. WILLIAMS. Does the Senator think that the amend
ment drawn by the Senator from Arlmnsas [1\Ir. CLARKE] pro
hibits the owner of cotton from selling it for future delivery? 

Mr. CUMMINS. I do not. I am about to compare my sub
stitute with the one proposed by the Senator from Arkansas. I 
have already stated the substance of the substitute. I will 
restate it. It levies a tax of 10 per cent upon all sales made 
upon stock exchanges, boards of trade, and other institutions 
of like character, wherein the seller is not the owner of the 
thing sold at the time the transaction takes place. There are 
certain exceptions named in the substitute, which I need not 
now mention. 

Allow me to say, Mr. President, that this amendment is not 
offered in hostility to the proposal of the committee, which I 
understand is the proposal of the Senator from Arkansas. The 
purpose of the amendment now in the bill is to prevent gam
bling in cott'on. The purpose of my substitute is to prevent gam
bling in everything dealt in upon stock exchanges and boards of 
trade. 

I sympathize entirely with the general view of the Senator 
from Arkansas, and my only criticism of the object of his 
amendment is that he proposes to do for cotton alone what 

_. ought to be done for e-verything embraced within the activities 
of these institutions. There is a difference, however, in the 
method of a.ccornplishing the purpose. In the amendment now 
found in the bill the object is sought to be reached by levying a 
duty of one-tenth of a cent a pound upon all sales of cotton 
f or future deli\ery wherein delh·ery is not actually and in good 
faith made. In my substitute the result is accomplished by 
levying a duty of 10 })er cent urion all sales wherein the man 
who sells is not tlle owner of tlie tlling he is selling, but is siin
ply speculating in the market. 

Mr . SIMMONS. It ·the Senator will permit me, I suppose 
the Senator means 10 per cent upon the price at which the thing 
is sold. 

Mr. CUMMINS. The amendment provides a tax of 10 per 
cent upon the contract price of the thing sold. 

The Senator from Arkansas [Ur. CLARKE] has described so 
completely nnd so impressively what is done upon the cotton 
exchange with regard to cotton that I need not enlarge upon 
th.at phase of the gambler's enterprise. I intend for a few 
mmutes to take up the New York Stock Exchange, and to lay 
before the Senate the b1iefest outline of what is done there 
with regard to one of the great classes of property whlch 
so closely touches the welfare of the people of the United 
States. • 

I take, as an illustration, the year 1912. The dealings upon 
the exchange were less last year than the year before, and 
therefore it is entirely fair to take the year 1912. 

In that year there were sold upon the exchange in New York 
b~nds:-and I am giving the bonds simply for the purpose of in
stitutmg a comparison-amounting in the aggregate to $653 -
497,000. I want Senators to remember the small, meage~ 
amount of bonds sold upon the New York Stock Exchange when 
I come to state the amount of stock sold in the same market 
during the same time. · 

In the year 1912 there were sold on the exchange in New 
York 63,704,779 shares of railwny stock alone. The par value of 
the stock so sold was $5.052,823.900. Of industriai and miscel
laneous stocks there were sold upon the exchange, in the year, 
72,413,946 shares of the pnr value of $6,150.899.600. Of all 
stocks there were sold 136,118,725 shares, with an aggregate 
par value of $11.203,723,500. 

I pause here to point out the fact that the aggregate value 
of the railroad stocks sold or pretended to be sold during that 
ye?r upon the exchange amounted to about four-fifths. or cer
tmnJy more than three-fourths, of all the railroad stocks of the 
United States. All the railroad stocks are not listed upon the 
New York exchange; but the aggregate stocks, common as well 
as preferred, of all the railway companies of this country does 
not greatly exceed $7,500.000.000. I state it in round numbers. 
Of the stocks listed upon the New York Stock Exchange there 
were sold during that year $5,052,823.900. 

It goes without saying that 90 per cent of these sales were 
purely speculative. Certainly not more than 10 per cent of the 
stocks of the railroad companies of this country actually 
changed hands during the year 1912, and yet three-fourths ot 
those stocks were nominally sold upon the New York exchange 
alone. I am not now taking into account the exchanges of Phila
delphia, Boston, Chicago, and the other great cities of the country. 

We might as well face the question whether we intend to 
enter upon a campaign against selling short in thls country. 
I believe it is as serious a menace to industrial 'stability and 
financial strength as is now before the American people. Some 
time we must take up in earnest the problem of suppressing 
these gigantic gambling transactions. and · I think this is the 
time to do it. My amendment demands that we do it now. 

As I said the other day, I believe we ought to employ the 
taxing power, if we can not employ any other, in order to rench 
an evident and obvious evil. I am not suggesting that, legally 
speaking, the principal purpose of the substitute I have offered 
is not to produce a revenue. I do not know whether· any such 
transactions could take place under the amendment I have pro
posed. I hope they could not. I ha-ve no hesitation in saying 
that I believe that if we impose the tax I have suggested the 
next year will not witness a tithe of the gambling that has 
been flaunted in the face of the American people during each 
year of the last quarter of a century. 

There are a great many good people who believe that the 
short sale-that is. the sale of a commodity or a product or a 
stock by a man who does not own it, but who expects to go into 
the mnrket when the time for delivery comes and either settle 
upon the market price as it then is or buy at the market price 
the thing which be has sold. in order to make delivery-is a 
valuable element in the business of the United States. It has 
been so argued for a long, long time. I do not think so. It is 
said that short sales are necessary in order to create a market 
for things that people actually want to sell, a,nd in order t o 
insure a condition which will enable a man to sell anything, 
the moment he wants to sell it. at the market price. I do not 
think so. When one has a thing tbat somebody else wants to 
buy, there will always be an opportunity for the seller and the 
buyer to meet. • 

The proposition I hh-ve made rlGes not invoh·c the abolition 
of the stock exchange. It does not involrn the nl>olition of the 
board of trade. It does not touch the mnrket 11laces of tlle 
country: People will still b~ at perfect liberty to meet and 
trade. Those who want to sell ::ind those who want to buy will 
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come together and conduct their business according to legiti
mate and h·onest business methods. Indeed, I think the market · 
places of the country will be rendered more secure, they will be 
made more a vailab1e than they are now, if they are the scene 
of actual transactions alone. 

Then the man who has something to sell will enter the stock 
exchange and offer it fairly and legitimately, and the man who 
wants to buy will buy it with full knowledge of all the condi
tions which surround it. But as it is now, it is not a place for 
the transfer of actual shares. It is a place in which bold and 
experienced men balance their wits. It is a place in which men 
of great mental capacity and audacity as well fight for 
supremacy, employing, not alone the means which ought to in
fluence the price of stocks, but every means which may tend to 
affect the market. 

It is said-and this is one of the arguments most frequently 
used-that short sales ought to be permitted, because they tend 
to steady the market and tend to prevent extreme fluctuations 
in the price of commodities. I have read a great deal of argu
ment submitted to sustain this contention. I can not at thiS 
time enter upon an analysis of the subject as I would like to do. 
I can only record my own opinion that instead of steadying the 
market short sales disturb the market. Instead of preventing 
ertreme fluctuations they excite extreme fluctuations. Those 
who defend the practice always forget that when short sales 
are used to steady prices-and I admit there are times when 
they are so employed-they are employed to steady prices which 
the practice itself bas disturbed. 

If you will take away the temptation presented by the short 
sale-which is, viewed from my standpoint, gambling pure and 
simple-the occasions in which short sales have been used for 
the benefit of the people will not arise. The range of prices 
will remain within the limit which is created by honest and 
legitimate considerations-the demand, the supply, the intrinsic 
value of the article which is s,pld. 

Allow me to go one step further with regard to what is done 
in New York; and I must confine myself to one phase of this 
matter in order to conclude within any reasonable time. 

In 1912 the Atchison, Topeka & Santa Fe Railroad Co. had 
listed on the New York Stock Exchange its common stock. It 
amounted to $168,430,500. At the end of the year, as we are 
assured by those who know something of the subject, prac
tically the same persons owned the stock who owned it at the 
beginning of the year; and yet during the course of the year 
the stock of this company to the amount of $129,319,700 was 
sold and bought upon the New York Stock Exchange alone. 

The Chicago, Milwaukee & St. Paul Railroad Co. is one of 
the most stable railway companies of the country. Its future 
is assured. Its earning capacity is well known. It varies so 
slightly that its cllvidends are almost as uniform as the interest 
upon Government bonds. And yet this is what happened: Its 
entire common stock amounted to $116,348,200; but during this 
year there were sold and bought on the New York Stock Ex
change stock of this· company to the amount of $149,277,200. At 
the end of the year practically the same persons owned the 
stock that owned it at the beginning of the year; and the 
fluctuations in the market price, steady and permanent as it 
ought to be, ran from u n to 99i. 

How many fortunes were wrecked in that fluctuation it is 
impossible for me to say. There was no material difference in 
the actual value of the stock during that year. It was just as 
certain to pay dividends at one time as at another. The future 
of the company remained the same. The country that it served 
remained the same. The business at its command continued 
without great change or variation. Yet during the course of the 
year, up and down, under the influence of these speculators 
who sought nothing else than their own advancement and their 
own profit, this stock varied from 117i to 99i. 

Again, the Erie Railroad Co. had outstanding that yen.r 
$112,378,900 of stock, but there were sold on this exchange 
shares aggregating $245,033,100-almost two and a half times 
in the one year the aggregate value of all the stock of the 
company. 

The Canadian Pacific, another company which is engaged in 
Jegitimate railroad business, whose earnings do not change very 
greatly, had listed upon this stock exchange stock of the ag
gregate value of $180,000,000. During the year there wer0 
traded in shares of the value of $159,693,800, and the market 
price of the stock ranged from 226, the low point, to 283, the 
high point, without any reason whatsoever for the fluctuation. 

The Great Korthern, another rather steady property when 
it escapes from the hands of those who desire to manipulate its 
fortunes for their private interest, had listed $209,981,875 of 
stock ; and there passed back and forth, in this fictitious and 

unreal way which is known to no other business in the world 
except that which is done upon such an exchange, shares of the 
value of $119,236,700. 

The Lehigh Valley is a road that has seemed to be the 
favorite of these speculators in New York, although it is a 
railroad doing a most legitimate business and supplying a 
service that must continue without essential change. Its stock 
amounted to $60,501, 700, yet men pretended to buy and sell 
upon the exchange during this year $175,625,000, and its market 
price r~nged from 155! to 185i. 

The Missouri Pacific had $83,251,085 of stock. Somebody 
bought and sold on the exchange $113,320,800 of it without any 
real change of ownership, and it fluctuated from 35, the low 
point, to 47f, the high point. . 

The Northern Pacific, with $248,000,000· of stock, saw its 
shares bought and sold to the extent of $151,551,800. 

The Reading, another of these great composite railroads 
well established, doing a business which must continue so long 
as the people of this country do any business at all-and I 
beg, now, that Senators will especially remember this-had a 
common capital stock of $70,000,000. Yet these people in New 
York, for themselves or for these blind and inexperienced men 
who seek to find a fortune where fortunes are not to be found 
sold, and somebody bought; $1,114,468,250 of its stock. In othe~ 
words, all its capital stock was bought and sold more than 
fifteen times during the course of the year. 

The Southern Pacific had stock to the amount of $272,672 405 
and of its stock there was sold during. that year $129,13!>,400. ' 

Of the common stock of the Union Pacific there was out
standing $216,627,800. There was bought and sold during that 
year $1,062,600,600, and the range of market value was from 
150t to 176!. 

Mr. BRISTOW. 1\-lr. President--
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from Kansas? 
Mr. CUMl\IINS. I do. 
Mr. BRISTOW. I should like to ask the Senator how he ac

counts- for the stock of some roads being so much more active 
than others-that is, the speculation being so much more e.x:
~ensive in the Reading and the Union Pacific, for instance, than 
m the Santa Fe and the Southern Pacific? 

l\1r. CUMMINS. I do not know, Mr. President. It would 
be easy to account for it in one way, although I am not sure 
that I can present the basis for believing that it was oc
casioned in that way. The speculators, of course, like stocks 
that are easily depressed and easily increased. in price. 

The fluctuation of sto.cks that they can influence in that way 
are more attractive, because the stake for which they play is 
larger. That will certainly account for some of these; it will 
not account for all of them. But at any rate I have given the 
record as it has been made upon the exchange. 

I now turn to other stocks. The railroad stocks ought to 
be the best, the steadiest in the country. I hope we will see 
a time when the railroad stocks of this country are as safe 
an investment as the Government securities themselves. I be- · 
~ieve w~ will see a time when uniformity in value, uniformity 
lil earnmgs, and freedom from manipulation will result in a 
steady market price. 

But I now turn to another kind of stock. I call them in
dustrial or miscellaneous stocks. The first one that I wfll
tion is Amalgamated Copper, known to every man who bas 
any interest in what tak'es place among the great speculators 
of the country. Its stock amounts- to $153,887,930. It was 
traded in during 1912 to the extent of $812,86!>,500. I doubt 
exceedingly whether at the close of the year there was any 
substantial difference in the ownership of the stock as com1mred 
with the beginning of the year. The lowest price was GO, the 
highest price 92i, a range of 32i per cent, or one-third of the 
par value of the shares themselves. 

The American Beet Sugar Co., of which we have heard a 
good deal in recent years, had a. common capital stock to the 
value of $15,000,000. There were sold and bought on this ex
change during the year shares of this company of the aggre
gate value of $108,612,400, more than seven times the entire 
amount that had been issued by the company. 

The American Can Co., another company out of which great 
fortunes have come, had stock of the par value of $41,233,300, 
and yet there were sold on the exchange during the year shares 
amounting to $379,658,300, quite nine times the value of all 
the stock then outstanding. 

The stock of the American Smelting & Refining Co., another 
institution which has been utilized for winning great fortunes, 
was $65,000,000, and of that $15,000,000 had been withdrawn and 
deposited to secure certain bonds, and therefore really it had 
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outstanding but $50,000,000. Yet the trading in this stock 
amounted during the year to $227,741,000. Its low point was 
6Gt, its high point 91. 

The General Elech·ic Co. had $77,325,200 of stock. The trad
ing amounted to $50,551,000. The United States Steel Corpora
tion, the greatest industrial or""anization of the time o~ of any 
other time in this or any other country, had outstandrng com
mon stock of the par •alue of $508,302.GOO, and yet somebody 
sold and somebody bought during the course of the year shares 
of this stock amounting to $2,462,022,400. The low point was 
581, the high point o~. 

The man who uro-es that short sales are a steadying influence 
in the rnlue of co~modides in which we deal and of which the 
business of this country is made up has only to consult the 
table, a part of wlJicb I haYe read, in order to be assure~ that 
die experience of this country, at least, does not sustam the 
contention. 

I desire to print as a part of my remarks the two tables from 
which I have read. 

The PRESIDING OFFICER It will be so ordered, "ithout 
objection. 

The tables referred to are as follows: 
Bonds wern sold on the New York Exchange during the year H>12 as 

f ollows : 
United St tes Government and city securities----- ----- $23, 656. 000 
Railroad bonds------------- ---- --------------------- 339,81~,ooo 
Street railway bonds------ --- - -------------- - - ------ 130, 76-.000 
Gas and electric li~hL---------------------------- --- 6 , 786, 000 
:Miscellaneous bonds -------------------- ----------- 16, 640, 000 
T ele<7raph and telephone bonds__________________ ______ 14., 856, 000 
Manufacturing and industrinL-- ----------- --- - - - ----- 117, 700, 000 
Coal and iron bonds------ --- - --- ------ - - - ----------- 3, 281,000 

Total-------------------------~--------------- 653,497,000 
Stocks sold oM tho Noio Yor1; Stock E~change d1triJt.Q the year 1911. 

Number of 
shares. Value. 

Railroad stocks . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . . . . 63, 704, 779 S-5, 052, 823, 900 
Industrial and miscellaneous stocks.. . ....... ... .... . . 72,413,946 6,150, 99,GOO 
All stocks .... . .................... . ...... .. . ...• ~..... 136, 118, 725 11, 203, 723, £00 

New York Stock Exchange, 1912. 

RAILROADS. 

A ~hison1.. J'!'.lpek:l & Sant:l Fe .. . ~ .. 
Ch1C8go, .M.llwnukee & St. Paul • .. • • 
Erie .... .. ........ . . ... . . .. . . . .. .. . . 
Canadian Paciftc . . .... .. ... . .... . . . . 
Great Northern .......... . ...... .. . . 

t~~:irif~c·:.:: :: : : ::: :: : : : :: ::: 
Northern Paciftc .. . ... .. ...... ... .. . 

:o~~~ ·Pacific:::::::::::::::::::: 
Union Pacific . . . ...... . .. . ... . ..... . 

Aggregate sold, 
common stock. 

$129,319, 700 
149' 277' 200 
245, 033, 100 
159,693, 00 
119, 236, 700 
175, 625, 000 
113, 320, 800 
151, 551, 800 

1, 114, 468, 200 
129, 139, 400 

1, 062, 600, 600 

Entire 
amount in 
existence. 

Sl68, 430, 500 
116, 348, 200 
112, 378, 900 
180, 000, 000 
209,981,875 
60,501, 700 
83, 251, 08.5 

248, 000, 000 
70,000,000 

272, 672, 405 
216, 627, 800 

INDUSTRIAL AND l\USCELLANEOUS. 

Amal~amated Copper .. .. .. . .. . .. . . . 
American Beet Sugar .............. . 
American Ca~ . . . . ........... . . . 
American Smelting & Refining .. . . . 
General Electric ................... . 
United States Steel.. .. . . . .... . . . .. . 

$812, 869, 500 
10 ,612,400 
379, 653, 300 
'ZZ7, 741, 000 
50, 551, 000 

2, 462, 622, 400 

$153, 887, 000 
15,000,000 
41,233,300 

: 65, 000, ()()() 
77,325,200 

508, 302, 500 

High 
price. 

nu 117 
3 

283 llm 1 -
47 
131~ 
1791 
115! 
17()f 

92! 
77 
471 
91 

sol 
1 Preferred, no common. 
!I Ot which 15,000,000 en deposit to secure bonds. 

Low 
price. 

1~ 
30 

22lij 
1126 
155i 
35 

115j 
1481 
103+ 
l~ 

60 

m 
~ 

l\1r. CUMMINS. I desire to call the att~-rition of the Senute 
to a few paragraphs in the report of the committee appointed 
pursuant to House resolutions 42!'} and 504, to investigate the 
concentration of control of money and credit. This inyestiga
tion, as you nll know, was carried on by the House of Repre
sentatives, and I think it may safely be said that there were 
more important nnd intere ting and instructing facts developed 
in the course of the in>estigation than had e•er before been 

· submitted to the American people in the same length of time. I 
read very briefly from page 44 of the report: 

But it is in respect of the extent and character of the speculation In 
securities for which it is the agency that the New York Stock Exchange 
touches most vitally the affairs of tbe people of the entire country. 
This subject was investignted in 1909 by a committee on speculation in 
securities ana commodities appointed by Gov. Hughes, of New York, 
and its complete report is annexed to the record as Exhibit No. 27. 

I mention the first paragraph in order to indicate the subject 
covered in that portion of the report. I read further a brief 

extract quoting from the report of the well-kno'\111 New York 
commission : 

A real distinctien exists between speculation which is carried on by 
persons of means a.nd experience--

And this is especially worthy of consideration-
A real distinction exists between speculation which is carried on by 

persons of means and experience, and based on an intelligent forecast. 
and that wJ:iich is carried on by persons without these qualification . 
Tbe former is closely connected with regular business. While not unac
companied. by waste and lo s, this speculation accompli hes an amount 
of good wnlcb offsets much of its co t. The latter does but a small 
amount of good nnd an almost incalculable amount of evil. In Its 
nature 'it is in the same class witb gambling upon the race track or at 
the roulette table, but is practiced on a vastly larger scale. Its ramifi
cations extend to !lll parts of the country. It involves a practical cer
tainty of loss to those who engage in it. A continuous stream o! 
wealth, taken from the actual capital of innumcrnble persons of rela
tively smnll means, swells the income of brokers and operators depend
ent on this class of business ; and in so far as it is consumed, like 
most income, it represents a waste of capitaL The total amount of this 
waste is rudely indicated by the obvious cost of the vast mechanism o! 
brokerage and by manipulators' gains, of bot h of which it is a large 
constituen t element. But for a continuous influx of new customers, re
pl:icint; those whose losses force them out of the Street, this costly 
mechan ism of speculation could not be maintained on anything like its 
present scale. 

The report then proceeds to consider a large number of cor
porations, pointing out the number of shares of stock denlt in 
during a certain period as compared with the number of shares 
of stock actually transferred upon the books of the companies 
during the same period of years. 

I can not take the time to read this part of the report, but i t 
is so conclusive with regard to the vice of this sort of specula
tion or gambling, as I prefer to call it, that I ask the consent of 
the Senate to print as a part of my remarks what I have just 
read, together with the remaining portions of pages 43, 44, 
and 45. 

The PRESIDING OFFICER. Is there objection. If not it 
is so ordered. 

The matter referred to is as follows : 
SECTI0::-1 H. UNWROLESOMB SPEJCULATIO::i". 

But it is in respect of the extent and character of the speculation in 
securities for which it is the agency that the New York Stock Exchange 
touches most vi t ally the affairs of the people of the entire conntrl. 
This subject was investigated in 1909 by a. committee on peculatiDn m 
securities and commodities appointed by Gov. Ilughes, of New York, 
and its complete report is annexed to the record as Exhibit No. 27. 
That committee bud, however no power to subpmna witnes es or t o 
send for books and papers. It was compelled to rely largely on state
ments formulated by the governors of the exchange in consnltation 
with their counsel in answer to written questions. While opinion will 
differ as to the wisdom or adequacy of the recommendations of that 
committee, its distinguished personnel and exceptional qualifications 
are a guaranty of the tboroughnes~ and accurncy of its findings of fact. 

It found, among other things, that-
" It is unquestionable that only a small part of the transactions upon 

the exchange is of llll investment character; a substantial part may be 
characterized as virtually gambling. 

" The rules of all the exchanges forbid gambling • • • but they 
make so easy a t echnical delivery of the property contracted for that 
the practical effect of such speculation. in pornt of form lerritlma te, is 
not greatly difl'erent from that of gambling. Co~tracts to buy may be 
privately offset by contracts to sell. The offsettlllg may be done in a 
sy tematic way by clearing houses or by "ring settlements." Wbero 
deliveries are actually made, prop1!rty may be temporarily borrowed for 
the purpose. In these ways speculation which bas the legal traits o! 
legitimate dealing may go on almost as freely as mere wagerinrr, and 
may have most of the pecuniary and immoral effects of gambling on a 
lar?e scale. 

' A real distinction exists between speculation which Is carried on by 
persons of means and experience, and based on an intelligent forecast, 
and that which is carried on by persons without the e qualifications. 
'!'he former is closely connected with regular business. While not un
accompanied by wa te and lass, this sp~ulation · accomplishe an 
amount of good which o!l'sets much of its co t. The latter does but 
a small amount of good and an almost incalculable amount o! evil. In 
its nature it is in the same class with gambling upon the race track or 
at the roulette table, but is practlced on a vastly larger scale. Its 
ramifications extend to all pn.rts of the country. It involves a practical 
certainty of los to those who engage in it. A continuous stream of 
wealth, taken from the actual capital of innumerable persons of rela
tively sml'l.11 means, swells the income of brokent ana operator depend
ent on this class of busines ; and in so far as it is consumed, like most 
income, it represents a waste of capital. Tbe total amount of this 
waste is rudely indicated by the obvious cost of the vast mechanism o! 
brokerage and by manlpulato.rs' gain , of both of which it ls a l r:;e 
constituent element. But for a continuous inftux of new customers 
replacing those bo e los es force them out of tbe " street" this costly 
mechanism of speculation could not be maintained on anything like its 
pre!<ent scale." 

That in large measure transactions in shares on the New York Stock 
Exchange are purely speculative is also evidenced by the hlgb ratio of 
the sales of a given stock dnring very short periods to the total amount 
listed, and further by the gross disproportion between tbe number ?! 
shares sold and the number transferred on the company's books withm 
stated periods, such transfers measuring in at least a rough way the 
purchases for investment. 

With respect to dividend-paying stocks this method of arriving a,t 
the proportion of transactions on the exchange that is speculative errs 
largely on the side of conservatism. It includes as investment buying 
the large number of trnnsfer that are made from one brokerage house 
to another in execution of purely specul:itive tran actions. 

These facts are brought out by a series of tables n.nd charts contained 
in the record comparing month by month, since 190G, the number of 
shares sold of various corporations and the number transferred and the 
total number listed on the exchange. There are also supplemental 
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tables showing the sales day by day during the most active months. 
(Exhibits 74 to 108, inc., R., 1120-1178.) 

The corporations selected for the purpose are Reading Co. United 
States Steel Corporation, Amalgamated Copper Co., Union Pacific. R:i.il
road Co., American Can Co., Roc.k Island Co., American Smelting & 
Refining Co., Columbus & Hocking Coal & Iron Co., Erie Railroad Co., 
Consolidated Gas Co., Brooklyn Rapid Transit Co., Colorado Fuel & 
Iron Co., California Petroleum Co .• and Mexican Petroleum Co. 

The shares of the two last-named companies were only listed within 
the past year 

These tables and charts are annexed to this report as .Appendix D. 
No adequate descriptive analysis of them can be made. 

Stating the results shown only in the most general way, it appears 
that there has not been a year .since January 1, 1906, when the Reading 
Co.'s entire common stock is ue listed and subject to sale was not sold 
at least 20 times over and from that on up to 43 times; that in a single 
month of that period It was sold 6 times over and that in only 2 
months of the entire period was it sold less than once over in a single 
month ; and that although it Is a dividend-paying stock the number of 
shares transferred on the company's books averaged for the period 8.6 
per cent of the shares sold. 

Summarily stated, it further appears that in each year since Janual'y 
1, 1906, the entire listed common-stock issue of the United States Stt;el 
Corporation has been sold 5 times over each year on the average, while 
the number of shares transferred on the company's books has avera.ged 
25 per cent o! the number sold ; 

That in the rune period the entire common-stock issue of the Amal
gamated Copper Co. bas been sold 8 times over each year on the aver
age, while the number of shares transferred has averaged about 20 per 
cent of the number sold; 

That since January 1, 1006, the entire listed common-stock issue of 
the Union Pacific Railroad Co. has been sold lHs times over each yea.r, 
while in 1912 the number of shares u:ansferred was only 16 per cent o! 

tb~~~{.11~r 1~ig; the entire listed common stock of the American Can 
Co. was sold 8~ times over, while the number of shares transferred was 
25 per cent of the number sold; . . . 

That since January 1, 1906, the entire listed common-stock issue of 
the Rock Island Co. has been sold twice over each year on the average, 
while the number of shares transferred has averaged little more th:i.n 
27 per cent of the number sold; 

That since January 1 1906, the entire common-stock issue of the 
American Smelting & Refining Co. has been sold 12 times over each year 
on the average, while the number of shares transferred has averaged 
a.bout 18 per cent of the number sold; 

That since January 1, 1906. the entire listed common-stock issue of 
the Erie Railroad Co. has been sold more than twice over each year on 
the average, whil~ the number of shares transferred has averaged only 
30 per cent of the number sold ; 

That since January 1, 1906 the entire Usted common-stock issue of 
the Consolidated Gas Co. has been sold more than once over each year 
on the average, while the number of shares transferred has averaged 
only about 40 per cent of the number sold ; 

That since January 1, 1906, the entire listed co~mon-stock issue of 
the Brooklyn Rapid Transit Co. bas been sold 6 time over each year 
on the average, while the number of shares transferred has averaged 
23 per cent of the number sold; 

That since January 1, 1903, the entire listed common-stock issue of 
the Colorado Fuel & Iron Co. bas been sold 5 times over each year 
on the average--in 1906, 18 times over-while the number of shares 
transferred bas averaged less than 20 per cent of the number sold; 

That in October, 1912, the first month during wblch the common 
stock of the California Petroleum Co. was listed, the entire issue was 
sold more than three and one-half times over; and 

That in the seven months from April (when it was Usted) to October, 
1912 tbe entire common-stock issue of the Mexican Petroleum Co. was 
sold nearly nine times over. 

Customers of members of tbe exchange are not required to pay more 
than 10 per cent of the purchase price of securities. A member of one 
of thi! largest brokerage houses in New York testified that 90 per cent 
of its business was done on that basis. (Wollman, R., 1787.} Of 
course the smaller the margin required, the larger the number of shares 
a giveh sum will purchase and the wider the circle of people who will 
be engulfed in speculation. 

Su"h excessive and indiscriminate speculation in stocks as is thus 
shown to be conducted on the New York Stock Exchange is not only 
hurtful in the way that all public gambling is hurtful, but, in addition, 
it withdraws from productive industry vast quantities of capital. 

Statements compiled by accountants for the committee based on 
data obtained from only 32 of the banks and trust companies of New 
York City, members of the New York Clearing House Associaticm, show 
that on November 1, 1912. these institutions, for themselves and for 
their out-of-town correspondents, had outstanding loans on stock
exchange collateral amounting to $766,795.000. (Niven, R., 955, 956; 
Exhibit 133, R., 11921 1193.) This apparently represents a substantial 
part of the sum reqwred to carry stocks bought on margin on the New 
York Stock Exchange, but by no means measures the full extent. The 
calculation includes less than one-third of the total number o.t banks 
and trust companies of New York City, although it embraces most of 
the important ones. But it takes in none of tbe great ·international 
banking houses that are lenders for their own as well as for foreign 
account, nor does it include any of the large financial institutions of 
neighboring cities that lend on the exchange or through brokers, nor 
the many loans of this character made by individuals in one way or 
another. It is impossible upon the data before us reltably to estimate 
the full extent of the funds of the country employed in Wall Street 
speculation. 

Of tbe amount stated $240,480,000 was lent directly for the account 
of out-of-town banks by the insti tutions named, in addition to the sums 
that these out-of-town banks withdrew from their New York correspond
ents for the same purpose, atti·acted by the high rates offered. (Niven, 
R., 956.) And this at a time when money was needed for crop-moving 
nnd other legitimate commercial purposes. 

Mr. WILLI.A.MS. I should like to ask the Senator from Iowa 
a question. He is discussing the question of speculation in 
stocks as being pertinent to a discussion of speculation in cot
ton. I want to call has attention to the fact that there is a 
perfectly distinct line of differentiation. When a man sells a 
hundred shares of Illinois Central stock for future delivery he 
sells one definite specific thing which he must deliver. When a 
man sells 100 bales of cotton upon a middling basis he sells 

something which be may deliver in twenty-odd different grades, 
with different rnlnes. with an artificial differential which is 
fixed by a pri"rnte committee belonging t<> a stock exchange 
in .r ew York. 

A man can sell property for future delivery pi·ovided he sells 
the same property and delivers the property. Suppose I was 
carrying oh a stock farm, raising hackney horses, and engaged 
to deliver two years from now 100 yearling colts at a certain 
price. I would not own the colts, but I think I am going t<> 
have that many colts on tbe place and that I know I would be 
willing to sell them at the agteed price. Would the Senato1"s 
substitute prohibit that? 

Mr. CUl\IMINS. It would not, Mr. President. I would, how
E'Ver, prevent the sale upon stock exchanges and boards of trade 
and o~er like institutions of the property dealt with there, 
of which the seller was not the owner at the time the transac
tion took place. 

The Senator from .Missi sippi must remember that I h::rrn not 
attempted to interfere with sales save upon these exchanges, 
these boards of trade. If the Senator from Mississippi, being 
the owner of a cotton plantation, wanted to sell cotton to be 
delivered 50 years bence. however exaggerated that might be, 
there is nothing in th.is substitu"te that would prevent him from 
doing it. But it would prevent him from going upon the New 
Yo1·k Cotto? Exchange and, under its rules and regulations, 
there agreemg t-0 sell a certain amount of cotton for future de
llvery if he was not the owner of the cotton at the time the 
transaction took place. This does not interfere at an with the 
ordinary dealings of the world. Nineteen-twentieths of all the 
commodities produced in America a.re sold without recourse to 
a board of trade or a stock exchange or any other organizatlop. 
of that kind. This amendment does not refer to those transac
tions in any mannsr. 

Mr. WILLIAMS. If that last explanation be correct then I 
have misunderstood the Senator when his amendment w~s rend,' 
or, rather, when he explained what was in it. If I remember 
correctly, the Senator stated he would not interfere with the 
owner of a product from selling it. 

Mr. CUMl\IINS. I tl.tink I can best explain that by rendi~g 
the first paragraph in the substitute. 

Mr. WILLIAM& I want to make another illustration. if that 
be the case. Here is a man engaged in the business of buying 
and selling live stock-cattle and horses. He lives in Kentucky, 
and he goes through Kentucky and l\Iissomi and Tennessee and 
buys mules and goes down to Mississippi and sells them to the 
cotton planters, and goes down to Louisiana and sells them tQ 
the sugar pJante:r:s. He makes an agreement down there to 
sell somebody 100 head of mules, 16 hands high, at a certain 
price. He does not own them at the time he sells them but he 
thinks he can buy them at a margin that will enal>le' him to 
enter into the trade. That is a case where he did not own them 
and did not own anything out of which he could produce them. 

Mr. CUMMINS. I do not say whether the transaction just 
mentioned by the Senator trom Mississippi is a safe one or not; 
but I do say that it is not touched in any way by this amernl
ment. l\iules are not sold upon boards of trade and ex.changes. 
You mus.t have some commodity in which there is such simili
tude that 100 pounds of it or 100 shares of it can be delivere(l 
upon any contract calling for a hundred pounds or· a like number 
of shares. This substitute does not reach any such thing. It 
touches exactly the same subject that is covered by the amend
ment of the Senator from Arkansas. 

Mr: BORAH. Mr. Pres1dent--
The VICE PRESIDENT. Does the Senator from Iowa yield 

to the Senator from Idaho? 
Mr. CUillllNS. I do. 
Mr. BORAH. What is the distinction to be drawn between 

the kind of a transaction which the Senator from Mississippi 
presents to the Senate and the transaction which takes place 
upon the board of trade or the exchange except as to the 
locality of the transaction? 

Mr. CUMMINS. Mr. President, there is no difference be
tween the legal quulity of the transactions. There is a very 
great difference between the moral quality of the transactions. 

I have read a very few of the transactions of the New York 
Stock Exchange. I am sure that the Senator from Idaho will 
not find in them any similarity whatever to the case of an indi
vidual who goes about the country selling horses, expecting 
thereafter to buy horses of the kind a.greed upon. I think the 
distinction must be perfectly clear. 

Mr. BORAHL I must confess. l\Ir. Presid-ent, that is not clear 
as far as the morale of the transaction is concerned. Tbey 
are both dealing in something which they have not; they are 
both dealing in something which they do not expect to have. 
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l\Ir. CU:Ml\IINS. All that I can say, Mr. President, is that 
the history of this country does not sustain the suggestion of 
the Senator from Idaho. There has been a great deal of harm 
done by gambling upon the stock exchanges and boards of 
trade. I do not know of any harm that has been done by sales 
such as have been instanced by the Senator from Mississippi. 

l\lr. SMOOT. Mr. President-- · 
The VICE PRESIDENT. Does the Senator from Iowa yield 

to the Senator from Utah? · 
.l\lr. CUMMINS. I yield to the Senator. 
l\lr. SMOOT. I wanted to ask•the Senator if a case like this 

would be affected by his amendment. Suppose I owned 100 
~hares of Southern Pacific stock and in my judgment I wanted 
to secure another 100 shares of that same stock, and in order 
to do so I went to a bank and ga:ve as collateral security for a 
loan the 200 shares-the 100 shares that I wanted to purchase 
and the 100 shares that I was owner of. Something may hap
pen that forces me to dispose of the stock or forces the bank to 
dispose of the stock while it is up for collateral security. 
Under the amendment offered by the Senator, could the bank 
itself sell that stock, not being the owner of the stock? 

Mr. CUMMINS. Oh, yes, Mr. President, the amendment 
makes ample provision for that. It is confined to transactions 
.upon the stock exchange. It does not interfere with any busi
n e s that is carried on outside these peculiar .and particular 
organizations. . 

Mr. Sl\IOOT. For instance, in New York if the bank was pro
hibited from selling a stock upon the stock exchange, then 
thev would be forced to look around for a customer. 

~Ir. CUMMINS. Yes; they would be forced to sell to some
body who wanted to buy the stock, and that is what the busi
ness of this country ought to accept. 
. l\Ir. BRISTOW. Mr. President--

The VICE PRESIDENT. Does the Senator from Iowa yield 
0 to the Senator from Kansas? 

l\lr. CUMMINS. Certainly. 
l\lr. BRISTOW. Referring to the inquiry of the Senator from 

Idaho [Mr. BoRA.IIJ, I got the impression that he believed that 
the 100 mules which the Senator from Mississippi referred to 
in his illustration were not to be delivered to the planter. 
I understand that when he contracts to deliver 100 mules to the 
planters he expects to buy them and deli-,er them. So it is 
entirely different from the stock exchange. 

Mr. WILLIAMS. That is all I am claiming this Clarke 
amendment seeks to do. It seeks to confine these operations to 
exchanges and to things under similar regulations; that is, the 
bucket shops. Stocks sold on stock exchanges are delivered. 

l\lr. CIBIMINS. My amendµlent is confined in the same 
. way. . 

Mr. WILLIAMS. I dislike to take up the time, but I will 
state the difference. 

There has grown up a custom in cotton of buying upon the 
basis of middling delivery, and they can deliver any of the 28 
different grades of cotton as they are classified upon the New 
York Cotton Exchange, with a differential of addition or sub
traction in accordance with the stuff actually delivered as fixed 
by a committee. Now, we ha"e a class of cotton which we call 
linte.rs, referred t in the familiar style by the Senato.i.· from 
South Carolina . as dog-tail cotton. A mill goes into the market 
to protect itself, indulging in business on in urance principles. 
It buys so many bales of middling cotton. When the time to 
deliver comes they hunt around and through the· agency of 
that committee they deli\er to him linters, which is what is 
taken off cotton seed after it has once already been ginned. 
After it is ginned it goes through another process at the cotton
oil mill, and what is taken off is linters. Suppose they deliver 
tllat t o the cotton mill. No matter what the differential may be, 
the cotton mill has no use for that stuff. It is weanng sheet
jugs, drillings calicoes, and something else. He can not weave 
them out of linters. So that danger is held oyer the buyer for 
future deli"ery. As a consequence he ne>er demands deli>ery; 
he takes his medicine. You understand now why he is afraid 
to demand delivery. 

Now, not long ago we got tired of that and some of our peo
ple went up to New York. The South has passed by the time, 
thank God, when it can not finance itself. We knew from the 
annual production of cotton here and in Egypt, India, and 
el ewhere that cotton ought to be worth 3 cents or 4 cents more 
n pound than it had been hamJDered tlown to. ThesQ south
en1ers determined to assert themselves. Some of them went 
to New Yo1·k. They did not ask any New York bank for 
anything. They made their arrangements with New Orleans 

·and 1\femphis banks and country banks beforehand, e-,en in 
towns as small as Columbus. Miss. They belieYed the cotton 
wn worth a ce1·tain price, and they ran the risk of meeting aucl 

O"lercoming the "bear" movement even in that unfriendly at
mosphere and saw it through. They bought all the cotton at 
the quotations these people gave. They then waited until the 
time came and made them deliver it. 

They would not have undertaken that in an ordinary year. 
That happened to be a year when there were very few low 
grades of cotton. They always deliver the low grade trash 
that has to go through a picker until the fiber is torn to pieces. 
It happened that that was a year of. remarkably good grades of 
cotton . 

These men took the risk. Instead of turning this " dog-tuil " 
cotton loose, as the Senator from South Carolina [Mr. SMITH] 
said this morning, they held it until the bears delivered to them 
everything of that sort they could raise and scrape. They harl 
to go to work and find sure enough cotton to deli'rer. Then 
when they went out to find sure enough cotton, these men took 
every bale they could deliver. They insisted upon delivering the 
balance, and lo and behold, the Government comes in and indicts 
them for a combination in restraint of trade! The year before 
that the buyers and sellers had driven the market down frow 
a margin very close to the cost of production. Nobody was e.er 
indicted. We begged that the other fellows might be indicted 
for combining. Of course if one set of fellows go in and com
bine to buy and another set of feilows combine to sell they are 
both combining. Are they not? 

Mr. LIPPITT. I do not think that that is quite a. fair state
ment of the situation. There was an actual combination iu th~ 
case of the gentlemen who were indicted. There was no com
bination in the case of the spinners buying. 

Mr. WILLIAMS. The other combination exists all the 
time. 

1\fr. LIPPITT. I beg the Senator's pardon. I do not thluk 
he can point to a single instance. 

Mr. CUMMINS. I hope the Senators will not pursue that 
line further. 

l\fr. LIPPITT. The Senator from Mississippi, I think, is in 
error. There is no tacit combination or any kind of combina
tion in the purchase of cotton by different spinners. If there 
is such a thing I never heard of it. 

Mr. WILLIAMS. That is h·ue, but each spinner's motfre 
each year is to bear down the future market in order that he 
may bear down the price of spots, and with absolutely one 
accord that is what they do. 

.Mr. LIPPITT. The Senator is entirely mistaken. The spin
ners in this country scarcely have anything to do with the fu
ture market. It is the rarest thing in the world for spinners 
manufacturing to go into the future market, except once in 
awhile for the purpose of hedging an actual purchase, and eyeu 
then it is very rarely done. • 

Mr. WILLIAMS. The Senator from Arkansas [l\Ir. CLARKE] 
proved this morning that some sernnty-odd per cent of them 
never went into the future market at alL Of course, I am not 
talking about that percentage of them. The other 30 per cent 
are enough to do the work. 

Mr. LIPPITT. That is not an exaggerated statement of tlrn 
case. 

l\fr. WILLIAMS. I think not. 
Mr. CUMMINS. Of course, the substitute I have offereu is 

not exactly like the amendment offered by the Senator from 
Arkansas, or rather the amendment that came from the com
mittee, or I would not have offered it. The purpose of tlie 
amendment proposed by the committee, which the Senator from 
Arkansas has offered, as stated by him over and over again, wa • 
to prevent, suppress, and destroy gambling in cotton; that is to 
say, to prevent sales in cotton in which there was no delivery 
and where it was expected that the profits and the losses, as the 
case might be, would be determined by the state of the market 
at a particular time and upon a particular exchange. My sub
stitute is intended to accomplish that very thing with regard to 
every commodity which is dealt with upon these exchanges. I 
am not attempting to enter the general business of the United 
States any more than is the Senator from Arkansas [Mr. 
CLARKE]. 

Allow me to reply a little further to the question of tile Sena
tor from Idaho [Mr. BoBAH]. We have disco>ered, as anyone 
who is familiar with the situation I am sure will not deny, that 
a ·Iarge part of the tr:rnsactions upon these boards of trade and 
stock exchanges are fic titious transactions; they are not real; 
they take the form of .sales of commodities, of sales of stocks, 
but it is not expected that any real transfer will take place. 
We ha-re discovered that through this instrumentality thousands 
of men throughout the country have been wrecked in fortune. 
and not only so. but whose entire moral fiber has been stricken 
do"·n. We ha-re found the e exchnnges as the potent power in 
imposing upon the people of the country a great Yolmne of 



1913 .. CONGRESSIONAL RECORD-SENATE. 4035 
watered stock. Practically half of all the stock of the railroad 1\fr. ORA WFORD. Is there not this difference between the 
companies of this country has no real foundation, or had none New York Stock Exchange and the other exchanges, like the 
when it was issued. I suppose the unearned increment will Cotton Exchange, the Produce Exchange, and the Corn Ex~ 
gradually absorb it. We may have to pay for all time to come change, in ~ that in the New York Stock Exchange before 
c1iYidends upon stock that never should have been issued. More the stock can be listed at all and have the standing and repnta
than half of all the stocks of the industrial companies, the large, tion which it gets by reason of its being listed, the managers 
the great industrial companies, have no foundation. They rep- of the stock exchange do nndertake to make a thorough exami
resent nothing but the criminal~ or rather-I will withdraw that nation of the comi>any or the institut1on issuing the stock and 
word-the avaricions disposition and the marvelous audacity of the securities, and the very fact that they are permitted to 
the men who a.re instrumental in putting them out; and yet list them there does, in itself, establish the fact that they have 
neither this watered stock of the railroad companies nor the actual and intrinsic value? So there is-filld I run not n. 
watered stock of the industrial companies W!'.)uld ever have been defender of the practices of the stock exchange; I think they 
foisted. upon the country had transactions upon stock ex- are vicious. and that they do amount to . gnmbling; yet I think 
changes been honest and real. This method of doing business it is only due to say that the very fact that stock is permitted 
on the stock exchanges has in that way corrupted not only the to ·oo listed there is. in a way, a guaranty to the country, and 
morals of the people but has imposed great and enduring bur- is at!cepted us such, that it has actual, substantial value, and the 
dens upon them which they will have to bear, I assume, for all price at which it is listed is accepted everywhere as its price. 
time to come, because there a.re some mistakes which, once Mr. CUMMINS. Mr. President, stocks are not listed at any 
made, can not be rectified. price. 

Mr. BORAH. Mr. President-- Mr. CRAWFORD. I mean as the stock is quoted there. 
The VICE PRESIDENT. Does the Senator from Iowa yield Mr. CUMMINS. It is quite true that the stock exchange in 

to the Senator from Idaho? New York and the stock exchanges everywhere undertake some 
Mr. CU1\1MINS. I do. kind o! an examination into the regularity of the organization 
Mr. BORAH. The Senator from Iowa is discussing now the or the company or the corporation that issues the stock, but 

:feature of·the transaction in which I am most interested. and as ot course a moment's reflection wm show that such an exami
to which I asked a question a little while ago, and that is that nation has little to do with the real value of the stock. because 
it is not yet apparent from the cliseussion how this transaction. the stocks now listed upon the exchange in New York run all 
for instance, in railroad stoeks, in mining stocks, and in such the way from practically nothing to qn~druple par value. I do 
stocks, affects anyone except those who actually participate in not say that some of these low-priced stocks were of so little 
the transaction. Of course, I can reali.ze, as to those men who value at the time they were listed, but that is the way they 
hold the stocks or who deal in stocks, that as between them- turn out. I repeat, lest it may be forgotten, that the great vice 
selves they may rob one another, but the question in which I of short selling in and ot itself is that it creates a motive on 
was interested was, Bow does it reach out and permeate and the part of the seller to depreciate the price of the thing sold 
affect society and the people generally? I ask this not in an until the delivery is made, for in no other way can the seller 
unfriendly spirit to the amendment, but rather that 'it may make any profit from the transaction. 
more specifically appear what is. the general effect upon the I think values ought to be determined by a consideration of 
public. legitimate conditions. It it be the value of a share of stock in 

·Mr. CUMM!J.~S.. Mr. President, I am very glad that the Sena- a railroad company, what are its present earnings1 what are 
tor from Idaho has turned me in that direction. because it is the its earnings likely to be, what ls money worth, what ls the 
vital reason for the amendment. If no one were injured save general financial condition of the country? and so on. These 
brokers upon the stock exchanges or upon boards of trade, I are legitimate matters to be considered, but the war between 
would not be very much concerned in their wellare. I shall, the mun who sells and the man who buys, the one to depreciate 
however~ have no difficulty in pointing out how these stock the stock and the other to lift it up, is demoralizing to the 
transactions do affect the whole country. honest business ot the country. 

First let me give my reasons for believing that short sales on Mr. WILLIAMS. Afr. President, I should like to ask the 
stock exchanges onght to be discouraged by taxing them. Tbey Senator from Iowa a ·question. 
ought to be· prohibited, in my opinion, but we have no constttn- The VICE PRESIDENT. Does the Senato.r from Iowa yield 
tional po~er to prohibit them. I suggest this illqstratlon: If . to the Senator from iississippi? 
the Senator from Mississippi [Mr. WILLIAMS} is the owner of a Mr. CUMMINS. I yield. 
hundred acres of land in his State and he sells it to me for a Mr. WILLIAMS. Are stocks upon the stock exchange sold 
hundred dollars an acre, he is not concerned in deprecta.ting the upon margins without actual delivery? 
value of that property; rather, he is inte1·ested in maintaining Mr. CU1\IUINS. In the various stock exchanges the time of 
its fair value under ordinary circumstances.. It seems to me delivery is different. In the New York Stock Exchange stocks 
that every seller o!lght to _be surrounded by the . same influences are sold upon a margin or 10 points, or 10 per cent, I believe, 
an~ actuated ~Y like motives. He has .sold me prop~ro/ for a . and the delivery is m!fde within the day, generally, but not 
price upon which we have agreed, 8;Ild his interest in _it is at an always, by what is known as borrowed stock. With respect to 
end, save to secure the purchase p~1ce, if it be not paid at once. every corporation whose stock has been sold in this large way, 
That allows all the normal influences to operate upan the- valne there are blocks of stock in the hands of men in New York 
of the land. It may rts~1 it may fall~ .but it will neiti;i.er rise D;Or who loan ft to Tom, Dick, and Harry fol"' the p11rpose of making 
fall on account of any mterest that its SE:ller has either to m- the deliveries that are required by the rules of the New York 
crease· its value or to decrease its value. Stock Jtxchange and I think that technically all the sales of 

Now, come to a transaction upon the stock exchange in New capital stock th~t are made in th~ New York' Stock Exchange 
York. The Senat:or from Mississippi being operating there,. are delivered in that way, and not 20 per cent 9f them are trans
both of us operating there, sells me a hundred shares of Chi- ferred upon the books of the corporation which issues the stock, 
cago, Milwaukee &. St Panl stock at $100 a share. He is not bnt the certificates themselves are delivered. They are deliv
the owner of the property, and in order to make any protli in ered through the medium of borrowing, a practice unde:r which 
the transaction the price of the stock must decline before the a man who has a little stock loans it in order that the man to 
delivery is ma.de in or~er that he shall make a profit from it. whom he loans it may make a delivery on a sale which was made 
Therefore the instant the Senator from Mississippi sells me the without ownership at all. Out of tlla!y of course, there comes 
hundred shares of stock for future delivery it becomes natur- some profit. Then there is a grand clearing house~ As sug
ally and imperati"ely his interest to do ev-ery~hing be can to gested a few moments ago in regard to cotton, thes:e men get 
nlfect the value of the stock that he has sold1 for in order to ft:Il- together at the close of the day's business, and they adjust the 
fill his contract he must buy in the market to make deU~ery or transactions just as they do in the clearing house of banks, and 
settle the difference. If you will couple up the single seller with a very few certiticates of stock,. comparatively, are sufficient to 
t11e hundreds <Jf sellers in stock ~hanges in New York and make deliveries for the entire transactions of the day. l be
elsewbere and the hundreds of buyers in the same organization, neve that kind of business is bad for the country nnd bad for 
yo11 will understand the constant struggle to affect the price or the people who- engage in it. If no one engaged in it but the 
the value of eommodities dealt in upon those exclutnges and . members of the boards, we need be less concerned about it. but 
all with little or no regard to the intrinsic worth of the thing the great proportion of it is carried on by the members of the 
sold. boards for men who are not members <>f the board or of the 

Mr. CRAWFORD. Mr. PreSident-- stock excb~ge. upott orders from an parts of the eom:rtry. This 
'The VICE PRESIDENT. Da(!s the Senutor froru Iowa yield country is Simply fun <Yf men who have- been mined by sel'ting 

to the Senator from South Dakota? . or buying stacks on small margin, and selling grain, too, been.use 
:Mr. CUMMINS. I yield to the Senator from South Dakota. we in the West are just as mncb endangered through tran a.c-
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· tlons upon the Board of Trade in Chicago in our wheat; ·m 
our ·oats, and in our meat as is the South with respect to her 
cotton. 

l\Ir. WILLIAMS. I should like to suggest to the Senator 
there, that one of the reasons why this amendment was con
fined to cotton was that, so far as I know, there has not been a 
complaint before the committee from a single g.l'ain grower in 
the United States, nor has any attempt been made, so far as 
I know, to procure for them legislation like this. So far as I 
know, when the Scott bill was up, · the committee was forced by 
the western farmers-Mr. Scott himself being a Westerner, a 
Iransas man-to confine the operation of the bill entirely; to cot
ton, because the other producers did not want their produc·ts in
cluded in it. 

I want to tell .the Senator why the difference occurs. There 
are, I belier-a, three or four grades of wheat-I think there are 
four. Every grade of wheat is eatable; it is consumable; it is 
valuable and when a man buys upon the basis of No. 2 wheat, 
if he has No. 1 delivered to him or No. 3, the differential is fixed 
by the spot wheat market sales on the day of delivery. That is 
perhaps the reason why this sort of difference exists in the two 
sections of the country. 

The cotton producers ba\e demanded this legislation; they 
have been asking for it for years. There was a time when · 
the wheat and corn producers were doing the same thing, as 
when the Hatch bill was being considered; but, for some reason 
or other, the western farmer has ceased to complain about 
options and futures in connection · with his product. Not one 
complaint from the West has come to the committee. 

l\lr. BRISTOW. l\Ir. President, if the Senator from Iowa 
will yield--

The VICE PRESIDENT. Does the Senator from Iowa yield 
to the Senator from Kansas? 
. 1\lr. CUMMINS. Certainly. 

l\lr. BRISTOW. I desire to say that the Senator from Mis
sissippi [l\Ir. WILLIAMS] is mistaken as to the sentiment of the 
farmers who produce wheat and cattle. l\Ir. Scot~ incurred the 
hostility of the farmers' organization of Kansas for yielding 
the point as to wheat, and it was one of the \ery potential 
reasons that resulted in his reti1·ement from Congress. 

Mr. WILLIA.MS. I do know that we had them all in the 
bill and they were all stricken out except cotton, and the reason 
giT"en was that the producers of the other products were not 
demanding it and were not subject to the same cqnditions. 
Whether or not that reason was founded in fact, I do not know, 
but I do k:10w that that happened. 

l\Ir. BRISTOW. The real reason was the powerful influence 
of boards of trade in the western cities that speculated in the 
grain market. The organization of the Farmers' Union, w!J.ich 
is a r-ery powerful organization in some of the Western 
States, is just as anxious about legislation of this kind in re
gard to wheat as the cotton planters ean be in regard to cotton 
in the South, but, having lost some years ago in their pght 
here, they feel discouraged, and they are not here because they 
d.o not thillk there is any use of being here. 

Mr. CUI\Il\IINS. I recognize the difference between wheat 
and cotton in the respect mentioned by the Senator from Mis
sissippi. The range is not so great, nor do I think there could 
be delir-ered one grade upon a contract made for another 
grade. 

Mr. WILLIAl\IS. It is not only a question of range, but 
every grade of wheat is useful for eating and consumption. 
There is no such thing as useless, unconsumable wheat. 

Mr. CUMMINS. l\Ir. President, that is quite true, and it is 
. also true, as I understand, that there is no such practice on 
the boards of trade in the West as will permit the delivery of 
one grade of grain upon a contract for the delivery of another 
grade of grain; but the Senator is enti.Tely mistaken, as just 
stated by the Senator from Kansas [Mr. BRISTOW], in the atti
tude of the western _grain growers, and he will look through 

. the records of Congress in vai.ri for any statement by any real 
grain grower to the effect that the proposed legislation of a 
few years ago would injuriously affect him. The men who 
opposed that legislation and the men who finally accomplished 

- their purpose were the grain buyers throughout the West, 
closely affiliated, of course, with the Chicago Bourd of Trade. 
But I do think, speaking candidly, that the le.gislation which 
I have proposed is less needed to protect the farmers from 
speculation in grain than it is to protect the whole country 
from speculation in the stocks of corporations. 

I come now to my final suggestion. I was asked why we 
·.should concern ourselves in this matter and how it affected the 
public welfare. Let me answer that question very briefly, but, 
as I think, very conclusively. 'I remarked a few moments ago 
that the practice of the Inst 15 or 20 years in the capitalization 
of corporations was .Cl.ow under condemnation. 

No' one now attempts to defend the otercapitalization of grE:nt 
organizations; we all deprecate what has happened in the last 
few :rears; but it does not require a moment's reflection to con
vince anyone familiar with ·the subject that the only way in 
which the watered securities of orercapitalized corporations ~au 
be put upon the market and distributed among the people is 
through the conspiracies which go with short selling, is througll 
the speculative and vicious transactions daily witnessed upon 
stock exchanges. I challenge any Sena tor or any other man to 
point out how the common stock of the United States Steel Cor
poration could har-e been floated through the markets of this 
country save through the instrumentality I have mentioned. 
The whole process lends itself to overcapitalization, and if you 
once eliminate or exterminate short selling there will be no 
opportunity in the future to duplicate the wrongs which these 
men have committed against the business of the land in the la t 
few years. 

Moreover, this practice is intimately connected with the IJauk
ing system of the United States. No one now que tious the 
unwisdom of the use of money in New York and in other large 
centers of the. country made up of the resenes of the bnnks 
throughout the land. When the investigation to which I re
ferred a few moments ago was being carried on, I remember 
there ·were nearly $800,000,000 then loaned in the city of Kew 
York alone upon transactions such as I have described. If you 
will eliminate short sales from the New York Stock Exchange, 
there will be no longer a profit in this great stream of money 
flowing from the West toward the East, but it will be employed 
where it belongs-in transactions which are fair, legitimate, and 
helpful to the people. 

For these reasons, l\Ir. President, I hnxe offered this substi
tute. I do not shrink from the ·charge, if it be made, that it 'is 
radical. It is a radical proposition-radical in the sense that 
it overturns a kind of business that has been carried on for 
years in the United States, the excesses of which, however, an<l. 
the evils of which have been more manifest in recent years than 
ever before. If the proposition is right, it ought to be accepted; 
and if short selling ought to cease upon boards of trade an() 
stock exchanges, then we ought not to hesitate in adopting the 
amendment which I have proposed. If, however, we desire to 
foster and stimulate the sales of stock, of grain, of cotton, by 
men who ha\e neither produced them nor deal in theqi-I mean, 
deal in them in the sense of b·ansferring them from one person 
to another-if we desire to shield what I believe to be the most 
vicious, the most pernicious, the most demoralizing influence in 
American business, then we will ignore the substitute which I 
have offered; but if we believe that the American people ought 
to go forward fairly and honestly selling what they have to sell 
and buying what they want to buy without the intervention of 
the men who sell what they do not har-e and the men who buy 
what they do not want, we will adopt the substitute. I submit 
it, hoping that the Committee on Finance will carefully consider 
the propriety of enlarging the scope of the amendment proposed 
by the Senator from Arkansas. 

l\fr. BRISTOW. l\Ir. President, I wish to inquire of the Sen
ator from Iowa if he does not think more people have lost their 
savings and more men have been ruined in business by gambling 
on boards of trade than er-er were injured by the Louisiana 
lottery when it was running in its full power? 

l\Ir. CUl\Il\IINS. Oh, l\Ir. President, vastly more. The Louisi
ana lottery was a pink tea, with bridge whist as an accompani
ment. The dealings on the stock exchange of the kind I haYe 
referred to are the roulette tables in the palace at l\Ionte Carlo. 
I venture to say that there are scores and scores of people in my 
own city who habitunlly send all they can save, beg, or borrow 
into the r-ortex of the institution that we call the board of trade. 

I know the board of trade does a great many honest things 
and performs a great many useful and legitimate functions. 
These I would see continued. Nevertheless, inasmuch as a man 
can buy a thousand bushels of W"heat or sell a thousand bu hels 
of wheat by telegraph, depositing only a >ery small margin, he 
either buys or sells a great deal more than he could possibly 
take or pay for if it were offered to him, and the moment the 
market turns a little against him his margin di appears and he 
has lost his deposit. In that way our State, and I think nea rly 
every State of the country, is filled with men who vainly pur ue 
this "will-o'-the-wisp," trying to make large gains out of small 
investments, an effort which in nearly every instance · comes to 
naught and ends in hopeless disaster. 

It transpired in some inr-estigation-I can not now recall just 
which one it was-that 95 per cent of the outside men who in
vest their money in these short selling or buying transactions 
lose it. The people outside do not make money. There are a 
few peop1e who do-the great geniuses of the co1mtry, the great 
manipulators of markets, the.men ·who har-e yast power and in
fluence. They can. accumulate fortunes, and often do, I belie\e. 
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nut the aYerage men, with a little money, scattered throughout 
the country, who send in their orders for a few thousand bushels 
of wheat or for a Iew shares of stock, aU, or practically all, lose 
their money. Th.ey not only lose what they haYe invested, but 
their moral fiber is weakened and they become unfit to carry on 
legitimate and lawful business. 

.Mr. NELSON. Mr. President, there are two sides to this 
question. In order to illustrate what I mean I will giye the 
Senate a little bit of past history. 

l\fy predecessor in office in the Senate introduced or advocated 
a bill to do away with options in wheat. There was quite a 
controyersy over it in the State of 1\Iinnesota. The millers, the 
men who bought wheat, were in favor of it. It was said at the 
time--=-! do not know whether it was true or not-that it was 
because some of the millers had been speculating in wheat and 
had gotten caught by the Chicago fellows. For awhile they 
had the farmers interested and made them believe that it would 
be a great help to the farmers to destroy this option business. 
But finally, after due consideration, most of the farmers in Min
nesota lost interest in the proposed legislation and came to the 
co!lclusion that option defiling, while it might hurt the specu
lators wbo were engaged in it, was not, after all, such a bad 
thing for the farmers. 

Without option dealing the only buyers the farmers would 
have for their grain would be the millers, and they would con
trol the market. The millers could absolutely say what the 
farmers were to get for their grain; and what the millers did 
not buy, or what they could not sell here at home, would be con
trolled by the foreign purchasers, the importe1's in foreign 
countries. 

I recollect quite well what the farmers said at that time. I 
was nothing but a plain farmer myself then. They said: 
"Here, it is to our advantage to have two sets of buyers-not 
only to have the millers, who want our wheat for grinding, 
but to · have these option fellows in the market, too. They 
sometimes help to boom the price and we get a little more for 
our wheat. To be sure, some of these school-teachers, these 
roung fellows wl:io want to get rich quickly in the different 
towns, go to these bucket shops and speculate in wheat; but 
what do we care for that? This speculation, one way or an
other, makes a bigger market for us, and especially when they 
get up a .corner. If we have wheat in our granary at a time 
when they get up a corner, and can load up our teams and rush 
it to market, we may be able to get 10 or 15 cents a bushel 
more than the millers would possibly pay us." 

So the enthusiasm in favor of th'1.t legislation that first 
appeared in our State among the farmers utterly died away. 
They began to think that while option dealing in itself intrin
sically was not exactly according to the creed of the apostles, 
yet after all it was not such ~ dangerous thing for the farmers. 
It garn the farmers a more extensive and broader raarket, and 
once in a while it gave the farmers a chance to get a little more 
than they otherwise would have gotton for their wheat. 

I am interested in the welfare of the farmers. These people 
who are foolish eno.ugh to bet on baseball or gamble. in wheat 
or cotton are a set of gamblers. I do not know why my heart 
should go out to them. I am with the cotton raisers and the 
wheat raisers, and I am for whatever will help to give them 
a bigger market and a better market ·and a bigger class of 
buyers. Even if a part of the buyers are nothing but gamblers 
I have no objection, from the standpoint of the farmer. 

Mr. WEEKS. Mr. President, I understand the question which 
has been up for disct1ssion part of the afternoon, on the question 
of cotton futures, is to be referred back to the committee. Hav
ing that in mind, I desire to submit for printing some letters 
and telegrams which I have received relating to the subject. 

One of the letters is from the treasurer of a mili; the others 
are from cotton buyers-not cotton speculators in any sense, 
but persons who buy cotton in the South to resell it to the Jnills, 
wherever they may be located. They have submitted some 
views which I hope the committee will take into account, be
cause I think they have a material bearing on the subject. 

I ask that these communications •may be included in the 
RECORD. 

The VICE PRESIDENT. In the absence of objection,· it will 
be so ordered. 

·The matter referred to is as follows: 
NEILD IANUFACTGRING CORPORATfON, 

New Bedfo1·d, Mass., July 10, 1!J13, 
Ilon. JOH~ w. WEEKS, 

Washington, D. a. 
• ~E..\R Sm: Your favor of the 7th received. If the amendment pro

v1dmg a tnx of one-tenth of a cent per pound on sales of cotton 
fut• . .:xes is adopted it will tend to dl'i've away business from our cotton 
exchange to ti.1e European exchange, and in this way damage the 
southern farmer. 

'l'be pre ·ent handling of the cotton from the South is very unsatis
facto1·y to the consumer, and if this amendment is adopted will create 

another hardship, in as much as we shall have to pay the tax in tlrn 
price of cotton. 

We now have to pay for all cotton shipped from the South on sight 
draft from date of shipment, they assuming no ri •ks whatever from 
that time. 

·It averages from four to five weeks for the cotton to arrive, and if, 
~s is often the case, it should be damaged in transit, we have to make • 
claim on the carrier, and in many instances it takes months to ctiect a 
settlement . 

Then, again, the cotton is baled in such a manner that we are obliged 
to make claims aggregating 20 per cent annually for sho1·t weight , 
mixed packs, etc. 

Our experience with the Egyptian cotton is exactly the opposite, 
there being almost no claims for th.is cotton, 

We inclose a cutting from The .Journal of Commerce, which to us 
seems a fair argument against the proposed amendment. 

Thanking you for your interest and trusting that the within in
formation may be of some help to you when the matter comes up for 
debate, we remain, 

Yours, very truly, · .Jos. H. ALLE::-<, Treasttret·. 

A TAX 0::-1 " COTTO~ FUTURES." 

The ease with which "fool" proposals find favor among Congressmen 
from certain parts of the country is simply amazing. More than once 
the House of Representatives has passed a bill imposing what ls in
tended to be a prohibitive tax upon cont~acts of sale for the future 
delivery of cotton where no delivery is made or necessarily intended. 
A similar bill has received large support in the Senate, and it is not 
certain that that body is not now crazy enough to pass it. The Demo
cratic majority of its Finance Committee observed the last Sabbath by 
thrusting such a provi"lon into the tariff bill as an expeditious and 
effective method of "putting it through." . 

We can hardly conceive of its being kept there when the bill is re
ported, but really it is getting to be doubtful how far lunacy may go 
in this Congress. Surely it can not stay to be enacted. It is proposed 
that all contracts fo1· the future delivery of cotton shall be in writing, 
and that a stamp tax of one-tenth of a cent a pound be imposed. So 
far as; delivery was actually made the tax would be refunded. All such 
sales of cotton are treated as " speculative transacti-0ns," and the effect 
would be to suppress them, so far as exchange operations are concerned, 
for tl;iese could not be successfully carried on under such tax. 

All who have an intelligent idea of these "speculative transactions," 
which consist of selling for future delivery as a means of hedging 
against changes in price, know that the question of actual delivery can 
not be determined beforehand, and that in a large majority of cases 
there will be a settlement of differences without delivery. It all de
pends upon the course of prices a.s the law of supply and demand 
operates during the months when they are undergoing adjustment. 

The intelligent person also knows that these transactions help con
stantly to determine legitimate prices, to minimize fluctuations, and to 
establish as staple a level as it is practicable to secure. They furnish 
trustworthy market quotations, which are of more value to the pro
ducer and seller of cotton and the buyer and manufacturer than to the 
dealers on the exchange. There is an occasional abuse in an attempt at 
cornering the supply or establishing a fictitious price, and such should 
be effectlvely dealt with; but to suppress this speculative market on 
the cotton exchanges would be disastrous to American growers and 
American manufacturers alike. It would not stop dealings in futures, 
but simply drive the business to Liverpool and Bremen at increased ex
pense to ourselves. 

COOPER & BRUSH, 
Boston, Mass., Julv s, 1913. 

Hon . .T. W. Wl'lEKS, 
United. States Senate, Washington, D. a. 

DEAR Srn: I am in receipt of your letter of the 1st instant acknowl
edging our wire protesting against the proposed tariff bill providing a 
tax of one-tenth of a cent a pound on cotton futures. 

I am aware that apparently the tendency of the legislators generally 
is to condemn all large businesses, including such exchanges as tile cot
ton exchange, and I am also aware that excessive speculation in cotton 
has been a ve1·y harmful factor to the business interests of the countt·y. 

However, I am very strongly of the opinion that the proposers of the 
t11riff tax are not familiar with the legitimate use of cotton futures in 
the run of ordinary business. My firm bas been for a number of year!'J 
located in Boston, with branch offices in Fall Rh-er, Providence, and 
Montreal, and we cover pretty well the New England States iii selling 
cotton to various mills in this territory. We have no speculative clients 
and no speculative interest in the market. As the bill now reads, if I 
understand it correctly, the tax as proposed provides for a payment o! 
$50 per contract in addition to the usual commission, such tax of $50 
to be affixed in stamps upon the contract note of sale, and provides in 
cases where cotton is actually delivered upon the contrnct that the 
amount is refunded. 

In the use of futures for buying or selling, the legitimate dealer prac
tically never contemplates ever receiving the contract bought or deliver
ing the contract sold, for the reason that a contract, say, in the New 
York Exchange calls for 50,000 pounds of merchantable cotton of any 
grade recognized by the exchange ; that is, grades running from good, 
ordinary white to fair, middling stain, and stained low middling tinge, 
excluding stained cotton below middling in grade and tinged cotton 
below low middling. 

It is needless to say that a spinner in buying must have for his work 
certain specific qualities of cotton and would not care to or could not 
use a contract covering as wide a range in grade as the New York con
tract allows. The New York contract ls to a certain extent a mer
chant's contract for a given number of pounds, irrespective of grade. 
This is practically what an ordinary buyer South would be compelled tn 
do· that is, buy all grades and qualities ·of cotton, irrespective of 

·whether he had an outlet for them or not, in order to secure such quali
ties as be might have an outlet for. His low-grade stains and tinges 
at times would be unmerchantable, and if he could not sell them to 
spinners he might sell a conh·act against them and deliver to the rew 
York, New Orleans, Memphis, or any such market as was available. If, 
on the other band, after selling .bis contract in New York he found Ile 
could sell the cotton to better advantage to a spinne1-, 01· parts of it by 
giving different qualities to different spinne1·s, there would certainly not 
be any profit in delivering against contracts cotton which Ile could sell 
to better advantage to a .spinner, consequently he would buy in bis con
tracts previously sold, and instead of delivering the cotton would sbip 1t 
to whatever spinners he was alJle to sell it. 

It seems presumptuous of me to attempt to explnin this m:ittcr to n 
committee who supposedly know something about it, but I find a large 
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portion of the business community is not familiar with the ordinary 
methods of dealin.~ in futures. · 

Tbe legitimate dealers, South or North, may frequently have an orde!" 
from a spinner who wished to sell some goods and consequently fix the 
price of his cotton. The dealer may not have in hand any of the quality 
the pinner wlshes to buy but by the purchase of contracts in New Y~rk 
would be warranted in selling a mill, provided he could get a pn<:e 
which in his judgment would enable him to buy the particular quality 
the spinner wanted when it is available and then sell the futures pre
viously bought. In the meanwhile he would have ample pro~ection in 
case cif an advance in the market. In case of the reverse, ii he 'Yas 
buying cotton daily against which for the time being, owing to the ln~h 
price of cotton, poor trade conditions, or possibly the fac~ th!lt tne 
spinner could not atl'ord to pay the price for cotton at which it was 
then selling in relation to what he could secure for goods, be would sell 
future contracts against it. In case of a sharp decline be would again 
be amply protected by the saJe of bis futures. 

It was only a few years ago, before Mr. Hayne, of Ne"".' Orleans, 
started his bull campaign, that tbe world was thoroui?hly convmced that 
cotton would not in the lite of the present genera.t10n ever sell at 11 
cents or over except on some temporary short crop, and there is no ques
tion in my mind but what the South obtained millions of dollars for 
their crops which they would not ba e done bad it not been for specu
lation; that is. the world's demands would never have put cott?n up 
where it has been the last few years. In the big crop last year without 
the ba1an~ wheel of the exchanges cotton, in my opinion, would have 
sold a great deal lower. peculation of course, has been a bane to the 
spinner and is to legitimate trade. On the other band, the planter bas 
certainly won by it. As far as the planter is concerned, anything that 
tends to broaden the market for a great commodity must In the long run 
be of advantage to him and all concerned; conversely, conditions which 
contract it can only re ult in injury. The use of the exchanges of this 
country to every legitimate dealer is of great value, in my opinion. 

•Apart from this, in cases of large crops I believe the South would meet 
with the greatest loss they have ever met with If the proposal Mr. 
Clark makes should be earried into a law, and the large .banking inter
ests would be unwilling to loan money against cotton which was specu
latively held, when they have been willing to do so when it has been 
hedged by the sale of contracts. 

Yours, truly, CHAS. N. BRUSH. 

Contracts for shipments to mills during certain t'ut.ure periods necessi
tate purchase of future contracts as hedges, and conservative opera
tions necessitate the use of the future market by manufactu.rers to 
hed~e their surplus stock of raw material. The proposed tax will be a 
buraen on the spinner and but a slight h:m<licap to speculation . 

INGERSOLL AMORY & Co. 

BOSTON, 'MASS., July 7, 1913. 
JOH:-< W. WEEKS, Esq., 

United. States Senate, Washington, D. 0. 
DEAR SIR : We thank you for your letter of July 1. 
When a cotton mill sells goods for future dPJivery, which is the way 

the bulk of their goods ls sold, the mill protects itself by buying f\lture
delive~ cotton from a eotton me1·chant. and the merchant, in turn, pro
tects himself by buying cotton futures in one of the future markets. It 
would be impossible for the merchant to buy actu l cotton and bold it 
until the time of delivery, as the carryin~ charges would be prohibitive. 
Also a lru·ge part of the yenr it would be unpossible to procure the char
acter of cotton required by the mill 

·When the time comes for the merchant to ship the cotton to the mill, 
he buys in the actual cotton and sells out his futures, which he had 
used as a hedge against the ale to the mill. 

If the future markets of this country were abolished, which this pro
posed law would mean, the cotton merchants would use the Liverpool 
and Bremen Cotton Exchanges, unless the law prevented this, which 
seems improbable. In this way a great deal of business would be taken 
away from this country and given to Bremen and Liverpool. If the 
law did prevent the cotton merchants of this country protecting their 
sales by buying futures in Liverpool and Bremen. it would mean that 
only the very strongest houses would be able to take the risk of selling 
future:delivery cotton to the mills. This would mean a concentration 
of the cotton business in the bands of a very few. 

We also think that the bankers of this country would be very loath 
to loan money upon cotton that was not hedged. This also would have 
a tendency of turning over the cotton business to a few very rich 
houses. 

Yours, very truly, INGERSOLL AMORY & Co. 

Mr. Sil\IMbNS. })Ir. P1·esident, I now ask that section 3 may 
be passed over. 

I ask that we may now return to the paragraphs that have 
STEPHEN M. WELD & Co., been passed over at the request of first one and then another Bost-On, July 3, :191S. 

Hon. JoHN w. WEEKS, Senator. I do not mean, of course, to include in that reque t 
· United. States Senate, Washington, D. a. the paragraphs that have been recommitted to the committee, 

MY DEAR Ma. WEEKS: I have your letter of July 2, and while my bat only those that have been passed over, beginning with 
letter to Senator LODGE, a copy of which I sent- you, may be what you Schedule A. 
want I would like to add a few words more. 

Personally, and looking at It from a selfish point of view, I hope I believe the first paragraph passed over was paragraph 14. 
this bill will pass. It will threw the cotton busJneF:s of this country largely The SECRETARY. On page 4, paragraph 14 was pus ed over at 
into a few bands, and 1f the Lord keeps me alive and well I mean to th · t f th S t fr U,._nh [M S ] 
be one of those people Into whose hands it comes. It will, though, e in ance o e ena or ·om "'" r. MOOT • 
wipe out a great many small cotton dealers; and I think it is contrary Mr. SMOOT. Mr. President, I notice that in the pending 
to the spirit of the times and contrary to the good of the people and bill caffein carries a rate of duty of $1 per pound. In the pres
the Nation that business of any kind should be in the hands of a few. t la •t f ll d th b k t 1 t 2- t d 
I have long wondered whether the department stores were not, on the en W 1 a s un er e as e c anse, a <> p&· cen a 
whole, an evil ; whether there was not greatel' prosperity and greater valorem. The Treasury reports show that the value of cafiein 
happiness amongst the masses with n dozen people selling shoes than runs from $1.82 to $3.12 a pound. I think $3 is about the 
where one or two do, or any other articles besides shoes. The effect of quoted value to-day. • · 
this law is going to be that the big men will not do business on a profit 
of 10 or 20 cents a bale, which is all my firm gets now, where they Mr. J'OHNSON. Mr. President, if the Senator will ·pardon 
have to run a big risk. · me, I think the figures are incorrect as given in the handbook. 

'!'bis whole tbfng is against the interest of the planter and against At th h · b f th W d M Co · th 
the intere t of the community as a whole, and is revertb;lg back to old- e earmgs e ore e ays an eans mnnttee e 
fashioned times. where business was largely a matter of speculation. Treasury Department submitted a statement showing that no 
As it is now, the cotton business is done on a smaller margin of profit, caffein had been imported at less than $3 a pound. 
I think, than any other business In the world. largely because we can M SMOOT M p 'd t I d th tat t th t th 
afford to do it because we can guarantee ourselves agaiiist losses by r. · r. resi en • ma e e s emen a e 
means of these futured. reports of the Treasury Department showed that the Yaluations 

If you will read my other letter. you will see that I say I buy In of caffein run from $1.82 to $3.12. I think the SeJlator will not 
se>era1 places in the South every day all the cotton I can get. 1 sell dispute that statement. I myself believe that caffein is worth in Europe and at home and in Canada all the cotton I can sell at a 
p1·oflt. At the end of each da.y we may have five or ten thousand bales more than $1.82 a. pound, a.nd I stated that ·the price to-day w:is 
more cotton that we have bought than we have sold. This I at once a little above $3 a pound. . 
sell against by selling futures, taking wbat seems to me the best month I suppose the reason the increase has been made is that in on the list for my purposes. Should I sell that cotton the next day, 
or any time within one or two months, I at once buy back those futures, the same paragraph we find that " impure tea, tea waste, tea 
and the futures presumably, and almost assuredly, have advanced or siftings or sweepings, for manufacturing purposes in bond, pnr
declined with the price of cotton, so that there is no loss to me and suant to the provisions of the aet of M:..y 16, 1908," are duUable no gain. In the- same way, if I have sold more cotton than I have 
bought, I should buy futures. and when I bought the actual cotton to at 1 cent per pound. Under the present law impure tea, tea. 
fill these sales I would sell the futures. waste and tea siftings come in free of duty. I do not know why 

Now. this tax of one-tenth of a cent is enough to stop my being able the change has been made. Most of the tea siftings, tea wa te, 
to do this. The margin of profit on which we work ls so small that the and i·.mnnre tea used in this countl"V is consumed by the ~"on-thing can not be done and I am thrown at once on a speculative basis. P 4 .J .1L1. 

If I -buy the cotton, I am going to buy either at a price that I feel sure snnto Chemical Works, of St. Louis, Mo. I take it for granted, 
I can sell it out at a handsome profit, and that profit must be larger, however, that the answer as to the reason for imposing upon 
~if:~e ~~~ei.1ot able any longer to protect myself by the purchase or these articles the duty of 1 cent a pound will be "For rcyenue 

I hope I bave made this plain to you. It not, I should be very glad purposes." 
to write more fully. If thi.s bill passes. I do not see why the New York · I remember when Senator Cockrell first became intere9ted in 
and the New Orleans Cotton Exchanj!;es will not pass out of existence. 'ttin · t t t d t ift' t 
The Liverpool Cotton Exchange will still keep on and do the business a bill pernn g impure ea, ea was e, an en s mgs o come 
of the world and at a greatly increased profit, and Bl'emen and Havre into this country free of duty. I take it that the bill was intro
nlso, where they have future exchanges, will share tn this. Germany duced in the House. I remember that the Senator from l\Iis
bas always lee:islated against cotton futures, and now they have bad souri also supported a bill of a · similar nature. At that time I to give way and establish a future market in Bremen. It ls sickening 
to have to fight for you life all the time as we bave to in the cotton thought it was proper, and I think so still. It is· impossible to 
business when we are doip.g what ls right and doing what is best for produce those articles in this country. They never will be pro-
the country and the farmer und all concerned. • duced in this country, and they are imported for the purpose pf 

Yours, very truly. the manufacture of caffein. S. M. WELD. 
P. s.-On all these future transactions as hedges for cotton we In this bill the rate upon caffein has been increased and a 

should have to pay this tax because we do not mean to actually deliver duty of 1 cent per pound imposed upon impure tea, tea waste, 
or receive the cotton. 'This would make the business absolutely pro- and tea siftings. I am not going to take notice of the reports 
hibltlve. 1 have heard in refation to the immense amount of tea siftings 

Senator JOHN w. WEEKS, 
Washington, D. O. 

BOSTON, M.Ass., Julv 1, 1.91S. the Monsant Chemical Works have on hand and will be bene

Proposed tax upon cotton futures means that cotton mills will have 
to pay 50 cents a bale more for a large portion of their raw product. 

fited by the imposition of 1 cent duty. They ma;r need all ftte 
advantages possible after the passage of this bill. I should like 
to encourage the company in every possible way. 
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During the last few days I have taken a little interest in 
looking up the particular items that this firm makes. I have 
also taken pains to learn the prices of some · of those articles 
when we had to depend entirely upon Germany for them and 
the prices since they have been made in this country. After 
the passage of the present law the St. Louis firm began the 
manufacture of a great many Ghemical preparations and me
dicinal compounds that never were made. before in this coun
try. As to one or two of the products of that concern, the 
German manufacturer tried to drive them out of business by 
reducing the price below cost of manufacture. If it 'Yere 
necessary, I could name the great reductions to the American 
people that have been brought about by this one firm under
taking the manufacture of articles as to which in .the past the 
German manufacturer had absolute control of this market. 

I feel that it is an injustice to impose a duty upon impure 
tea, tea waste, and tea siftings, and I wish to ask the Senator 
having this part of the bill in charge if this is not one of the 
cases that should be reconsidered and no duty imposed. 

In this connection I desire to say that I shall again refer 
to this firm when we reach paragraph 19, but I shall be glad 
if the Senator will now giY°e the Senate his opinion in regard to 
this matter. 

l\Ir. JOHNSON. Mr. President, the committee have fully 
considered the paragraph referred to and hm·e made a further 
im·estigation. "\Ve find that the duty upon caffein, which is 25 
per cent has been increased to about 33 per cent by this spe
cific dutY of $1 per pound. The price at which caffein is in;i
ported is about $3 a pound, and the duty of $1 per pound is 
therefore about 33 per cent. 

In view of this increa se upon the product of caffein a slight 
duty upon tea waste, which is the raw material used in making 
catfein can be easily borne and will afford a re,·enue of some 
$60,000 a year. The c;ommittee are of the opinion. that no 
clrnnge should be made in the para~raph, but that it should 
stand as reported. 

Mr. SMOOT. Mr. President, if the Senators having the bill in 
charge and the Democratic caucus have seen fit to impose a duty 
upon this article and do not mean to change it, I shall not make 
any further protest; but I do believe it is a mistake. It is the 
policy of this bill to impose duties upon articles not produced 
in this country that enter into manufactures. I shall c'ontent 
myself with simply protesting against it. 

The SECRET.A.RY. In pa ragraph 14, line 11, after the word 
" pound,'' the committee proposes to insert " compounds of 
caffein, 25 per cent n.d valorem," so as to mal·:e the paragraph 
read: _ 

14. Caticin, $1 per pound; compound~ of caffein, 25 per cent ad 
valorem ; impure -tea, tea waste, tea siftings or s~~epings, for man~
facturing purposes in bond, pursuant to the prov1s)ons of the act of 
May 16, 1908, 1 cent per pound. . 

The amendment was agreed to. 
The SECRETARY. The next paragraph passed over is at the 

foot of page 5, where the committee proposes to strike out 
parngraph 19 as printed in the bill and to insert -a new para-
gra ph, as follows: · 

19. Chloral hydrate, salol, phenolphthalein, urea, terpin hydrate, 
acetanilid acet phenetidin, antipyrine, glycerophosphoric acid and salts 
and compounds thereof, acetylsa licylic acid, aspirin, guiacol carbonate, 
and thymol, 25 per cent ad Yalorem. 

Mr. SMOOT. That paragraph "Went over at my request. Most 
of the items in the paragraph under the present law carry a 
duty of 55 cents per pound under paragraph 65 of the present 
law. There are, howe·rnr, two of the items that f~ll within the 
25 l)er cent ad valorem duty under paragraph 65. 

I simply wish to call a ttention to the fact that there is not a 
manufacturer in this country who under a rate of duty of 25 
per cent produces chloral hydrate. The Senator having this bill 
in charge must know that. The price of chloral hydrate to the 
American people has been reduced over 50 per cent since it was 
fir t manufactured in St. Louis under the present rate of 55 
eents per pound. Now a duty is imposed of 25 per cent ad 
valorem. I am as confident as that I am living that the Mon-· 
sr..nto Chemical Works, of St. Louis, can not make chloral 
hydrate in this country under that rate. The result will be 
that just as soon as they change from the manufacture of this 
article to some other in this bill, if they can flnd one, the price 
of chloral hydrate will advance. 

I had a rather strange experience some years ago in relation 
to medicinal compounds and the purchas~ price of them in for
eign countries. 

Mr. HUGHES. Mr. President, getting back to .the statement 
the Senator made, if it is the Senator's opinion that the lack 
of competition in this country is going to make the price return 
to its former lerel, why is it that this c~mmodity is sellin_g so 

cheaply in England a.t present? Why does not Germany take 
charge of that market, as she is about to take charge of ours? 

Mr. SMOOT. She does take charge of the market in Canada 
and in a good many other countries on a great many items. 

l\Ir. HUGHES. I am speaking of free-trade markets-the 
English price. 

l\Ir. S:\IOOT. Tlle English price to-day is controlled by the 
German price. 

Mr. HUGHES. Why is it that they sell it so mucll lower 
than it can be sold in this country? 

l\fr. SMOOT. Because they can make it cheaper. 
· l\fr. HUGHES. Why is it that the English price is 20 cents n 

pound when the product is made in Germany and controlied by 
a German trust and is sold here for a considerable advance oYer 
that-55 per cent? 

Mr. SMOOT. But chloral hydrate is not sold in England 
to-day for 20 cents a pound. 

Mr·. HUGHES. That is my information. 
Mr. SMOOT. The information which the Senator llas, then. 

must be the price on a lower grade of chloral hydrate than is 
manufactured here or in Germany. • 

l\Ir. HUGHES. No. I will state to the Senator that he will 
find that condition to exist in a great many cases. The gentle
man to whom the Senator is referring, Mr. Queeny, of St. 
Louis, admitted before our committee that there was that differ
ence in the price for which if was sold in this country and the 
price for which it was sold in Germany, and that in England, 
where there was no tax to pay, the article was sold at the 
price I have stated. 

Mr. SMOOT. I have not before me the quotations from the 
largest drug house in the world, having a branch in England 
and also in New York, but I say to the Senator that the quota
tions given are not 20 cents a pound in either Englanu, Ger
many, or any other country. This is the \Vay . Germany does 
in many cases where she controls this market. The German 
manufacturers control one particular acid I have in mind, and 
a company undertook to manufacture it in this country. Was 
it successful? No; because as soon as the company was suc
cessful in manufacturing it the price was cut in two and then 
cut to a price that closed the factory. As soon as it ceased the 
making of the acid the price was advanced. In many cases the 
German manufacturer sells medicinal preparations to Canada 
at a lower price than they sell to American buyers. I harn a 
sample case before me, and I find upon the face of the label 
these words : " The resale and exportation of· this article to the 
United States of America is prohibited." In other words, they 
will not even allow Canada or any other country to which they 
sell to reexport it into this country. For what reason? Be
cause they control this market absolutely, and instead of sell
ing this article in this country for 10 cents per ounce, the same 
as they do in Canada, they charge every purchaser in this 
country 43 cents an ounce for it. 

Why on earth the Senate of the United States wants to pass 
a law lowering the duty on items for which Germany is making 
this country pay sometimes three or four hundred per cent more 
than any other country pays I can not understand. I am posi
tive that if medicinal compounds carried a rate of duty of 35 or 
40 per cent instead of 15 per cent, as this bill provides, there 
would be many articles that would be manufactured in this 
country, and the American people would buy such articles more 
cheaply. 

Mr. NORRIS. I should like to ask the Sena tor from Utah in 
regard to these products. What he has said has interested me 
greatly. At what price were they sold when they were manu
factured in the United States? 

Mr. SMOOT. Every article in the paragraph, of course, is 
quite different in price. 

Mr. NORRIS. The particular one? 
Mr. SMOOT. The one I referred to? 
1\fr. NORRIS. Yes. 
Mr. SMOOT. At the time it was first undertaken to be manu

factured in this country it was sold for $1 an ounce. 
.Mr. NORRIS. At what price later on at the time Cnnada 

took our market? _ 
Mr. SMOOT. Before they had destroyed the manufacture of 

the article in this country they had reduced the price to about 
20 cents an ounce. That price closed our manufactories. To
day they are charging 43 cents an ounce to ffrnry purchaser in 
the United States, and the excess of 33 cents per ounce on 
2,000,000 ounces used in the United States amounts to $660,000 
on this one particular item. 

Mr. NORRIS. What are they selling it for in Cnnndn? 
Mr. S~100T. The retail price? 
l\Ir. NORRIS. Yes. 
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l\Ir. SMOOT. 
Mr. NORRIS. 

tor just gave? 

I do not know what the retail price is. 
Was it not the American retail price the Sena-

l\1r. S.MOOT. No; I am speaking of the difference between 
the wholesale price. They pay 10 cents an ounce. Germany 
sells it for 10 cents an ounce to Canada, and they sell it to the 
American merchants for 43 cents an ounce. There are used 
e'Very year in the United States 2.000,000 ounces, and the differ
ence of 33 cents an ounce between the German manufacturing 
charge and what Canada charges the people of this country 
amounts to $660,000. 

Mr. NORRIS. Is there a tariff on it in Canada? 
l\Ir. SMOOT. A small tariff. 
Mr. NORRIS. Can the Senator explain why it is that they 

make that great variation between our market and the Cana
dian market? 

Mr. SMOOT. No; I can not explain it, unless there is some 
~greement between the manufacturers. That happens very 
often in medicinal compounds. I once had a list furnished me 
by one of the great manufacturing concerns in this country of 
all the items upon which there was such an agreement. Another 
~xperience I had was when we held hearings upon a bill to 
amend our patent laws and this same question came up. It is 
simply a disgrace that we do not in some way or other foroe 
the foreign manufacturer from continuing such outrageous dis
crimina tion against American co:qunerce. 

l\lr. NORRIS. Let me ask the Senator further if the price 
we pay now in this country is not less than when we made it 
ourselves. 

Mr. SMOOT. That is true only in part. I will say that it 
is lower than it was when we undertook to manufacture it. 

l\Ir. NORRIS. What were the indications in regard to the 
chance of our being able to supply our own market and reduce 
the price when we were engaged in its manufacture? 

l\Ir. SMOOT. I do not think there is any question that if 
the American manufacturer had been given time-

.Mr. NORRIS. How long were they engaged in this attempt? 
Mr. SMOOT. A number of years, but just as soon as the 

production became sufficient to anywhere near take care of the 
American market, then the German manufacturers made up 
their mind to crush it out of business, and they did it. 

Mr. NORRIS. What is the raw material out of which it is 
made? 

Mr. SMOOT. I do not really know. It is only one of many 
cases, I will say to the Senator. 

The VICE PRESIDEl'l'I'. ~he question is on agreeing to the 
amendment of the committe~. 

The amendment was agreed to. 
'The SECRETARY. The next amendment passed over is on 

page 8, paragraph 31. It was passed over at the instance of the 
senior Senator from Connecticut [Mr. BRANDEGEE]. The com
mittee proposes to strike out paragraph 31 as printed in the bill 
and to insert a new paragraph, as follows: 

31. Extracts and decoctions of nutgalls, Persian berries, sumac, log
wood, and other dyewoods and all extracts of vegetable origin suitable 
for dyeing, coloi:ing1 or staining, not specially provided fo1· in this sec
tion ; all the foregorng not containing alcohol and not medicinal, three
elgbths of 1 cent per pound. 

Mr. BRANDEGEE. Mr. President, a radical change of course 
it is apparent has been made by the committee in this para
graph. The paragraph stands reclassified and a large portion of 
it transferred to the free list, as will appear on page 152, para
graph 626 of the bill. 

This involves one of the leading industries of my State. There 
is a large factory located at Stamford, Conn., making one of 
these tanning extracts known as quebracho. I wish to read 
from the brief filed before the committee by a committee of 
manufacture1·s of these ta nning extracts: 

The largest quantities of tanning extracts used in the United States 
is that made from chestnut wood and quebracho wood. These extracts 
are manufactured in Virginia, West Virginia, North Carolina, Tennes· 
see, Pennsylvania, New York and Connecticut. The chestnut wood 
used grows in Pennsylvania. 'vtrglnia, West Virginia, North Carolina, 
and Tennessee, and the qnebracho wood is imported from the Repub
lics o1 Argentma and Paraguay. 

As already stated, a sample of the qnebracho wood and of the bark 
has been submitted. This wood holds the same position as dyewoods, 
according to paragraphs 20 and 559 of the present law, and the same 
statement made for dyewood applies to quebracho wood. 

We would add that after a quebracho tree has been cut down and 
allowed to lie on the ground, wWch ls always the case, it becomes 
nece sary to remove the bark ; otherwise the sap contained in thls bark 
breeds a large quantity of worms which immediately attack the wood 
and injures its value fo1· extract purposes. 

• • • • • • • 
The first men ti on of quebracho distinct from othel' tanning extracts1 was made in the law of 1897. At that time only one grade was sWppeu 

into this country, as regards density or gravity, and that grade was a 
liquid article in barrels standing at about 28° Baume and containing 
about 35 per cent of tannic acid, and the Jaw of 1897 placed upon tWs 
grnde one·half of 1 cent per pound. 

Tanning"-' extracts are sold by the pound, the price per pound based 
upon the percentage of tannic !!Cid or tannin, ea it is termed, contttined 
tn a pound ; therefore according to the str ~h or the weakness of 
the percentage of b!-n ls fixed the price per pound on the market. 

Some time ~ter 1897, and prior to 1909, ~reat improvements we-re 
made ln machrnery and apparatus for the reducing of liquid extracts 
to solid extracts without injury to the article so reduced. Extracts 
from woods are very susceptible and can easHy be ruined by excessive 
heat, notWng more so than tannic acid, and these new methods and im
provements enabled the manufacturer of the liquid to reduce these 
extracts further; or, in other words, to take the llquid which was at 28° 
Baum.e. representing one-half quebracho extract and one-balf water, ancl 
contarning 35 per cent of tannlc acid, to a heavier density by drivin"' 
~~~~t half amount of water and producing what is known as solid 

By driving ofl' this water, they of course made 1 pound of extract 
represent more quebracho and less water. the result showing that this 
sol1d article contained about 12 to 15 per cent of water only and 65 
per cent of tannJc acid_ This decrease of water and Increase p ercenta "o 
of tann1c acid lmmedlately increased the value per pound. Therefore 'fn 
1909 the manufacturers of this extract in the United States a ked 
that an adjustment or equalization be made to meet these new concli
tions, and that the duty of one-ha If of 1 cent per pound on the liquid 
quebracho remain as in the law 1897, by adding tbe words "nnder 28 ° 
Baume "-which ls the universal standard in this country and all 
European countries to distin.1.mish the di!l'erence between liquid and 
solid extracts-and that the solid extract, or that above 28° Baum~ be 
placed at seven-eighths of 1 -cent per pound, which would equal 'the 
one-half cent per pound on the liquid, as the solid was 65 pe1· cent 
tannic acid instead of 35 per cent, as in the liquid. 

The Congress at that time, ln 1909. saw fit to make the rate of duty 
on the solid three-fourths of a cent per pound, as per paragraph 21-

I think it means 22-
in present law, instead of seven-eighths of a cent, which we asked f or, 
wWcb was a slight reduction, as It made the duty, based on tl1e per
centage of tannic acid-viz, 65 per cent-less than the old duty of 
one-half cent on tbe Jlquid-viz, 35 per cent-as in 1897. The foreign 
manufacturer, ln addition to this decrease ln duty on solid, gained a 
reduction of freight~ in that they did not pay on the weight of barrel , 
as they put up ana ship the solid in bags, wblcb Is a much cheaper 
package t:ian barrels; also seving the freight on 50 per cent water t hat 
they formerly said on the liquid extract, and gettln.~ about double the 
~ri~9t~ey cou1 get for the liquid which they brought in under the law 

Manufacturers of tanning extracts have always felt, and still do, 
that this adjustment was not an advance in 190!> but actually a reduc
tion. Immediately after tne passage of the 1909 law liquid extracts 
were no longer imported into this country, it coming only in s.olld form . 

Tbe foreign manufacturer ls noted for bis shrewdness, and were it 
not to his advantage he would not have dropped the liquid entirely in 
favor of the solid. 

Our greatest competition in quebracho extract-in fact, we might 
say 90 per cent of it--comes from the Argentine Republlc, and from 
one concern in that count1~y. known as the Forestal Land, Timber & 
Railway Co. In 1896 and 1897, when this extract was first manufactured 
in the United States. there were a number of small independent manu
facturers ln tbe Argentine Republic, but certain Gt>rmans, seeing an op
portunity for large combinations. started in, and late in 1907 our agent 
or representative in Buenos Aires wrote us a letter, in which be sa1d 
an agTPement bad been made between several of the quebracho extract 
manufacturers, etc., of the Argentine Republic as to the fixing of prices 
and the selllng of the extract, and stating that " the si2'Ding parties are 
the Foresta! Land, Timber & Railway Co .. the Puerto Sastre Co., T. H. 
Bracht & Co., the Puerto Marie, the Industrial Del Chaco, and the 
Cassa dos." . 

Since that time we have been constantly bearing of the Foresta! 
Trust; and nothing, we think, can be more convincing as to their in
creased growth and power and control of this business than to quote 
from their own reports and the newspaper statements relative to what 
they have done. 

In 1909 there appeared a small pamphlet, publlshed In London by 
this company, giving maps, views, and facts concerning their business, 
and they state in this prospectus that their chief business ls to make 
the extract from the quebracho wood. _ We quote: 

" It ls interesting to note that the pioneers of the quebracho-extract 
lndustry were Messrs. Hartneck, Port,alis, and Renner, now directors 
of the Forestal Land, Timber & Railways Co. 
· "The result of the labors of those gentlemen culminated In the for· 

mation of the Compania Foresta! de! Chaco, wh1ch built a factory at 
Gu1llermina capable of turning out 24.000 tons of extract per annum. 
some 300 miles north of the factory which had already been estab
lished at Calchaqui, which bad a capacity o1 14,000 tons yearly, and 
they later on completed a third plant with a capacity of 7,000 tons 

Yo/.~;\~~Fn:S~0·of that company was taken over by the Forestal 
Land, Timber & Railways Co. (Ltd.) as from the 1st January, 1906. 
TWs company bas now a share capital of 1,200,000 pounds sterling, 
of which 1,171,500 pounds sterling has been issued, divided equally 
tnto preference and ordinary shares, bei:;ldes £4.77,680 sterllng outstand
ing 5 per cent first mort~ge debentures." 

On a slip placed in thlS book after publication they say: 
" Since this 12amphlet was sent to press the Foresta! Land, Timber & 

Railways Co. (Ltd.) has purchased $1.500.000 paper (or. say, 130,000 
~ounds sterling) of 6 per cent first mortgage debentures of La Sociedad 
Quebrachales Fusionados at 90, and secured at the same time the con
signment of the total production of the Fusionados extract for the 
next seven years." 

The Review of the River Plate (a trade paper published in 
Buenos Aires), under date of June 16, 1911, presents the report of the 
directors to the stockholders for the year 1910, nnd states : 

"The company nas taken a substantlal participation in the capital 
of the Ocampo Railway Co., which owns 36 kilometers of permanent 
way between the port of Ocampo and the terminus of the company's 
Malberti Railway, together with rolling stock, an Investment wWch will 
conduce to the economical working of tbe Campo Redondo factory .. 
The directors have been advised by cable that the long-deferred ar
rangement with the Fusionados Co. has been completed, and tbey awalt 
fuller mail particulars." 

The Fusionados Co. and the Hardy & Co. were the largest r.nd 
strongest competitors the Foresta! Co. had in the Argentine, and n<>W 
they own or c<>ntrol them both. 

In 1912, at their stockholders' meeting in London, they Jssued a 
statement, with ·a balance sheet (a copy ot which we have) show-

! 
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ing a. profit of over £429,000 sterling. They also declared for 19ll divi
dends, the same ~ previous year, 1910, viz, 14 per cent on their pre
ferred stock and 24 per cent on their ordinary or common stock. 

Next to the A.r~entine the largest manufacturing interest of th.is 
extract is found m Germany, and v.-as started some years ago m 
Hamburg by Mr. Herman Renner. This gentleman, as already shown, 
is a director in the Forestal Land. Timber & Hallways Co., and we now 
quote from a Hamburg paper of October 28. 1912, as follows : 

" Gerb und Farbstof'iwerke H. Renr.er & Cie A. G. Hamburg. 
" The principal object of the extraordinary stockholders' meeting 

held on October 28 was the proposition to accept au amalgamation of 
interests with the Foresta! ~and, '.rimber & Railways Co. (Ltd.). Lon
don . The presiding officer, Herr Geh. Kommerzieurat, Dr. Ing. Carl 
Delius opened the meeting with the statement that the executive com· 
mittee felt sure that tbe amalgama tion of interests would be beneficial 
to the shareholders. The principal points of the contract were as 

fo~~o,~~ :conclude on January 1, 1913, an amalgamation of interest with 
the Foresta! Land, Timber & Rall ways Co. (Ltd.)"-

I should think they ought to call it unlimited-
" by handling over our total profit, including the dividends, received 
from our ownershiP, of Forestal shares and other participations in con· 
n ection with the b ocestal Co. 

" The Renner Co. continues its present and absolutely independent 
organization ; we in return are to receive a payment, which shall be 
gGverned by the dividend paid on the common and preferred shares of 
the Foresta!. Calculating the dividend of 19 per cent, paid for the past 
two years on the fully paid-in capital, said payment would amount to 
1,940,000 marks a year. 

" Every reduction of 1 per ce.nt would be equal to a decrease of 
100,1,000 marks; every addition of 1 per cent would represent an increase 
of ~0.000 marks, but in no case shall the payment of the Forestal Co. 
exceed two and one-half millions yearly. 

" We to receive 10 per cent of all special reserves, but said amounts 
shall be deducted whenever said reserves later on are paid out in the 
shape of dividends. 

" We bind ourselves not to sell any of our ' participations • without 
the consent of the Forestal. Tnis condition do-es not include the 11,669 
preferred Foresta! and 9,624 common shares, procured last year, with 
which we can act as we please. 

"Any profit we may make by a sale of these shares does not belong to 
tbe Foresta] Co., but to our stockholders; we have als-o reserved to our
selves the ownership of a special reserve fund of 600,000 mark3 set 
aside to be used for the purpose of a supplement to ou1· dividends in 
special in.stances. 

"This agreement has been made for a period of 10 years and can be 
mutually canceled by giving notice six months in advance-earliest per 
January 1, 1920, by the payment of £30,000 as a compensation." 

In other words, a penalty for going out of the trust. 
" The compensation of a cancellation for 1921-
You can see how far these gentlemen are looking ahend

" is reduced to £25,000, and for 1922 to £20,000. 
"'The legal settlement of disputes shall be subject to the decision of 

the English auditors Deloitte, Plender, Griffiths & Co., and the Revision 
Treuhand A. G. Berlin. 

'As a public il!dication of tbe amalgamation of interests, we propose 
the impplementary election of Mr. C. Hartneck, one of the directors of 
the Forestal Co., as a member of our executive committee. 

" We, ourselves. are represented on the board of the Forestal Co. by 
our president, Herr Kommerzieurat and Herman Renner." 

The stockholders accepted the agreement unanimously by acclama
tion ; in the same way Mr. Hartneck was elected a member of the execu
tive committee. 

In reply to tile question of a stockholder, whether the possibility 
exists to receil"e for the current year a considerably higher dividend 
the presiding officer stated that, taking as a ba.si the result of the past 
nine months, it is believed that at least the same dividend as the one 
paid last year will be distributed. 

But at the last moment he could not say whether a larger dividend 
could be paid, becaut::e it was impossible to foretell the re ult of the 
remaining three months, and, further, nobody could tell whether 11ome 
complication in reference to tbe political situation may arise. 

In regard to tbe future prospect of the 1''orestal Co., the fresident, 
Mr. Renner, stated that the pre ent year was of less interes for said 
company than the rears 1913 and 1914. 

The outlook for t.Jle year 1913 could be called extraordinarily favor
able, because there havP been made such large sales of extract, that it 
is believed that the average dividend of 11) per cent-paid for some 
years past-is safe. In the future also we may count upon receiving 
the same good dividends regularly. 

In r eply to a fuether question, the speaker gave the additional 
information that the stockholders' meeting of the Forestal Co. was 
taking place on October 28 · at 3.30 p. m. in London, and in that way 
all formalitic in reference to the amalgamation of interest were settled 
on the same day. 

.Again we quot<? from the Financial Times, of London, under date of 
September 25, 1912 : . 

" The Financial Times{ referring te the reported amalgamation of 
the Santa Fe Land Co. w th the Foresta] Land, Timber & Railways Co. 
remarks that this will enable them, if the project is realized, to keep up 
the present prl.oe of quebracho, the working of which is tbe principal 
object of the two companies." 

Thus it seems that the control of this business is pretty well in the 
hands of one company, and all they require now in order to control a 
large part of the world is the American manufacturing interests which 
a reduced taritr rate would make it easy for them to accompli h. 

In the benrin s before your committee ln 1909 Mr. Klipstein, the 
agent of the Forestal Land, Timber & Railways Co. undertook to deny a 
statement made by Mr. Skiddy that there bad been a trust formed in the 
Argentine in 1007 to control the price of quebracbo extract, but his 
denial is as follows : 

"Mr. Skiddy states that there was formed a trust to Argentina in 
1907 to control the price · of quebracho extract. As a matter of fact 
the manufacturers of quebracbo extract, in view of the impending 
panic, tried to form a combination to prevent e'hormous lo sc , but the 
panic was too severe and the combine went to pieces, . and the price 
-0f 2~ cents per pound for quebracbo extract, us mentioned in om· first 
statement, was the result. The Argentine maker of extract bud to 
take their panic medicine like all the rest of the world." 

Please note that the price went to 2~ cents per pound in 1908, as 
stated by Mr. Klipstein, prior to their purchase of £130,000 of the 
Fusionados Co., a very natural result of price.s below the cost of 
manufacture. 

Mr. Klipstei_n in 1909 furthermore stated before the Ways and Means 
Committee in a brief that the price used to be 4?! to 5 cents per pound 
and generally imported in the form of a liquid extract. 

Bea_r in mind, if you please, that Mr. Klipstein in this statement is 
referrmg back. prior to the time of their making solid extract and be
fore t~e::y reahzed the. growth of the American competition, and this 
c~mpetit1on when reallzed caused a reduction from 4~ or 5 cents for 
hqmd ~t 35 per cent tan to 4 .cents for solid at 65 per cent tan
worth m the market almost double the price of the liquid-or, in other 
word.s. they were selling liquid without the American competition at 
a price equal to 9.8 cents per pound for the solid that they are sellin"' 
to-day for 4 cents per pound. Why should not prices advance ag:.liu 
without comoetition 'I · 

If the Fot'estal Co., or their representatives in this country under
take to claim that they are being frozen out and that the present rates 
of duty are so great they can not compete then we would refer von 
to their statements alre::idy made in their reports to their stockholders 
at their annual meetings held in London, and their continuing to pay 
:toJ.~r cent on their ordinary stock and 14 per cent on their prefened 

Such dividends have not been and can not be earned by the American 
manufacturers. A reduction in tbe present duty would tend to brin'"' 
about one of two results; eltheT the closing out by the America~ 
mt!nufacturers at great lo s or the temptation to get together advance 
prices and control the market. 

We also have received a copy of the Daily Mail, of Paris. und~ 
date of November 14, 1912, with an advertIBement of the Foresta! 
Land, Timber & Railways Co., ·stating that the capitalization is 
£1,700,000, setting forth their great earning power, etc., and offering 
to sell £1,000,000 of 5 per cent fir t-mortgage bonds. 

Th.at imports have not been checked by the present tariff, we submit 
the followrng table : 

Fiscal year ending June 
30-

1906 .. •.•••••••• ••••• -·-·· 
1907 . . ...•.•••••• ••••..• .. 
1908 ..•• ••••••••••• .• • . - . -
1909 . .•• ·-········ ····· · ·· 
1910. _ •••.•.••••••••.•.•.. 
1911. _ ••••••••••••• _ •••• .• 
1912- .•••••••••••••••••••• 

Tonsofwood 
r~ivedin 
the Unit.ed 
Stat.es per 

Department 
Commerce 

and Labor.1 

87,838 
67,310 
48,871 
66,113 
80,210 
64, 703 
68,174 

Poundso J 
solid e:l!..'tract Repre-

Represents imported into sents 
in solid United total tons 
extra.ct, Stat.es, per wood 
pounds.1 Department used for 

Commerce same.J 
and Labor.' 

49, 189,280 43,989, 707 78,553 
37,693,600 76,479,840 136,572 
27,367, 760 62,593,671 111 774 
37, C'23, 280 99, 108,284 176:979 
44,917,600 90,4&1,576 161,578 
36,238, 720 77,606, 700 138,584 
38,177,400 74,239, 715 132,571 

Per 
cept 
.ex-

cess..3 

10'2.8 
128. 7 
167. 7 
101. 4 
114.2 
94.4 

I Tons of wood received and amount of extract same represents each Government 
fiscal year. 

2 Tons of solid extract imported into the United States and the tons of wood sa.ma 
represents each. Government fiscal year. 

B"Qf extract imported and wood used for same above that uszd for IJl ~. !a.cture in 
the United States. 

Please note tbat In 1906 the United States manufacturers did a little 
more business in pounds of extract than did the importers. The 
li'oresta..l Trust at that time, as alread;Y: shown, was not fully in the 
nddle, but later the imports were considerably over 100 per cent, and 

in 1908-9 it was the largest, probably du.e to the low price of 2!; cents 
mentioned by Mr. Klipstein. 

The year 1912 shows about double the quantity of extract imported 
as compared with the quantity manufactured in this country but a 
decrease of about 20 per cent from the imports ef 1911. This decrease 
can not be attributed to the ~crease of the home manufacture, as they 
only show about 5 per cent mcrease between ttte same years which 
was 10 per cent less than they showed in 1910. ' 

The present tariff can not be called excessive; otherwise the imports 
would not exceed the home manufacture by 100 per cent and maintain 
this position year after year. 

We understand that the desideratum of tarttr adjustment ls to estab
lish a rate that will produce the greatest revenue combined with great
est encouragement for both home and foreign competition; therefore as 
a tariff for revenue and competitfon the present rate should be re
tained. 

. Total money Total. money 
received by recerved at 

pm'ient a rate of i Loss.~ 

rates.I ~~n1:i~ 

1!){)7 .... -·················-···· ········ ···· · -
190S.-·· ···· · ····· · ······ ···· ··-···· ·····-··· 
1909-- -········-··························· ... 
1910 ..... .. ... ·-·················--·······-·--
1911.. ·-· ·· ··· .. .. - ··· ...•................... 
1912·-··· ·- ·········-···· -·-·· ···········-·· -

$573, 598. 84 
469,452. 52 
743,312.13 
678,626. 82 
582,050.25 
556, 797.85 

$428, 150. 40 
337,355. 37 
510,493. 36 
507' 754. 41 
426,901. 41 
421,564. 33 

14.5,448.44 
132,097. 15 
232,818. 78 
170,812.41 
lji5,148. 84 
135,233.52 

l On the actual imports each year, viz, i cent per pound. 
2 On total used in United States by adding to actual imports the amount manu

factured in United Stutes. 
•In re\enue to the Go,ernment even by having total consumption imp:>rted at 

• cent per pound and home manufacture wiped out and no competition. 

Mr. STOXEl. Mr. President, does the Senator from Connecti
cut intend to read the entire book? 

l\Ir. BRAJ\"TIEGEE. E>ery word of it; yes. 
:ri1r. STONE. Would the Senator be satisfied to print the re

mainder of it? 
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l\fr. BRA .. ~J)EGEE. Xo; the Senator re00rets that he is un
able to be ~atisfiecl under those conditions. 

1\fr. GALLINGER. ~Ir. President--
Mr. BRA).."TIEGEE. I yield to the Senator from ~ew Hamp

shire. 
:Mr. GALLINGER. I regret that it was not my privilege to 

hear all of this interesting recital. From \1-·hat I ha·rn heard 
I infer that this refers to a foreign trust 

:Mr. BRA1\'TIEGEE. There is no doubt about that. 
Mr. GALLINGER. And it is not exciting the interest or an

tagonism of our Democratic friends, who are so strenuously 
opposed to American trust ? 

!r. BRA.i."'\'TIEGEE. I ha>e been requested not to read it. I 
<lo not know what inference the Senator may draw from that. 
It continues: 

If tbe tanners of this country understood tbe actual conditions they 
would be more anxious than the extract manufacturers to have the duty 
on these extracts maintained. 

We have seen of late articles in the leather-trade papers advocating 
reductions in the tariff', all written by importers or representatives of 
foreign manufacturers (or their employees)-tbe usual method they 
have adopted for years prior to tariff hearings. 

On the 30th day of .August last [1912) the Stamford Manufacturing 
Co. wrote to their agent in Buenos Aires, puttin.~ to him a few ques
tions, wishing to have an answer in time to place before your com
mittee. which we now submit : 

Q. No. 1. What is the wage per day or month of the ordinary laborer 
at a quebracho factot·y in the Argentine?-A. The wage of the ordi
nary laborer in the Chaco is about $20 per month. 

NOTE.-In this country the ordinary laborer receives $1.75 per day, 
about 12n per cent higher. 

Q. No. 2. What are the wages per day or month of n more intelligent 
man, such as bosses, etc. ?-A. The wages of a more intelligent man, 
such as a foreman, is about $40 per month, or perhaps $50. 

NOTE.-The wage of such men in this country is from $2.75 to $3 
per day, or about 56 per cent higher. 

•Q. No. 3. What are the wages per day or month of still higher class 
of mechanics or engineers who have to be imported to that country?-
A. About $80 a month. . 

NoTE.-ln this country from $4 to $4.50 a day, about 46 per cent 
higher. 

Certain other questions as to cost, freights, etc .. be states depends 
upon distance, freight, etc., making the cost of the solid extract on 
board vessel ready for shipment to the United States at from $59 to 
$62 gold per thousand kilos. _ 

NOTE.-This represents 2.6 to 2.7 cents per pound. To this must be 
added the freight from the Argentine and the present cluty to give the 
cost price here. 

Assuming an equal division of the various grades of labor (although 
the ordinary labor of 1.75 per day would be the largest), the average 
shows 76 per cent higher in this country than in the A.rgentine Repub
llc. The difference in wages, taking the cost of the extract in this 
country and as shown to be in the Argentine, estimated on the average 
higher wage of 76 per cent, shows about nine-tenths of 1 cent per 
pound. 

Ches tnut extracts are largely used in connection with quebracho 
extracts; a combination of the two extracts used quite extensively by 
the tanners. 

Chestnut extracts are made abroad and could easily become a part of 
the business of quebracho manufacturers, a natural result of a reduc
tion in the present taritY. Such a result would be injurious to the 
American chestnut manufacturers, probably cau ing many of them to 
quit business, thus throwing on the market many plants at low prices, 
the purchase of which might result in the absolute control of the two 
most important and largely used extracts by the tanners in the United 
States. 

The attached pamphlet Is submitted as part of this brief, it being a 
compilation of the tariff hearings in 1909 and since, and which we be
lieve in this form will be of aid to your honorable committee. 

l\fr. President, the industry in my State employs in this 
process over 800 men. If this bill passes, that industry goes out 
of existence, and this entire business will be turned over to the 
consolidated British-German trust; there can be no doubt 
about that. I wanted to make this protest for what it may be 
worth, and to call to the attention of the Senate certain patriotic 
words that were uttered here when this tariff provision was 
framed in the manner in which it now stands in the existing 
law. In 1909, when this clause was under consideration, the 
then distinguished Senator from Virginia, :Mr. Daniel, one of the 
most eminent men the Democratic Party has e>er sent to the 
Senate, said : 

Mr. President, in the view which I shall advocate the proposition 
of the pending act-that is, seven-eighths of 1 cent per pound-is a cor
rect, scientific, and useful rate of duty for the tariff on the solid tan
ning extract known as " quebracbo." 

And he ga>e four reasons for the uuty proposed. Ile said: 
It is not for an increase of the tariff that I am asking. Lt is for an 

equalization of tariff or its approximate. If the proposition as the 
Payne committee had it is effected, there will be a reduction of the 
Dingley tariff by Gl per cent and the better service, as I think, of all 
American interests involved. 

In the second place, instead of destroying or mutilating our Amer
ican industries, those who are making chestnut-oak extracts will pre
serve a competitive relation between foreign and domestic manufac-
~~:i~en~e~i~:~~fit1~~?e~~~o~isrs.e interest of the people and greatly 

labore:s, instead of scattering them away from broken-down .American 
establishments. 

It will give to the American manufacturers what they have not now 
o~ account of the Dingley Act-a fighting chance. Such, it is believed, 
w11l be the result of the proposed amendment of the law. 

I think th!-1-t the question of. labor is extravagantly stated in some 
cases, but ~e1~er the Democratic Party nor the Republican Party have 
ever been md1fferent to it. I feel careless of the criticism made upon 
~e t~at I. said in a rec.ent address we must respect labor and put the 
difference m labor cost m favor of our American laborers. It has been 
so long that not only the platform declaration of the Democratic Party 
but. ~lso tho e advocated by its leaders, with who e utterances I am 
famll~ar, that I think it useless and trite to pause to defend it. But I 
wiU insert here the Democratic platform of 1888 and refer to tbe 
utterances of President Cleveland in bis me sages. The Democratic 
pl~tform of 1888 says : " Our established domestic industries and enter
prises _should not and need not be endangered by the reduction and 
correchon ~~ the burdens of taxation. On the contrary, a fair and 
careful rev1s10n of our tax laws, with due allowance for the difference 
between the wages of American and foreign labor most promote and 
encourage eYery branch Of SUCh industries and enterprises by giving 
t~em assurance. of an extended market and steady and continued opera
tlons. In the mtere~ts of American labor, which should in no event 
be neglected, the revision of our tax laws contemplated by the Demo
cratic Party should promote the ad>antage of such labor by cheapening 
the cost of ne~essaries of life in the home of every workingman and 
at the same time seen.ring to him steady and remunerative employ
ment. Upon this _questi~n of tariff reform, so closely concerning every 
phase of our national hfe, and upon every question involved in the 
problem of good government, the Democratic Party submits its princi
ples and professions to the intelligent suffrages of the American people." 

A tax o:I' fifty one-hundredths was a very low tax on the American 
extract. It wa.s cut i.n two practically by the manufacturers who pro
duced the foreign extract quickly turning from the liquid extract to 
the solid, and tll:us nearly double weight through the tal"ifl'. They seek 
now to reduce 1t by another half, and if this ls done such is the 
present situation of the foreign industry and such our own situation 
in the United St~tes, it is almost self·e".ident that a great trust, with 
its headquarters m London, with its capital provided by both Germany 
and Engl.and, w;m be seated steadily in the saddle. Unless history 
reverses itse.lf, ~stead of diversified industries all over this country 
competing with it, you will have a broken-down lot of American indus
tries and a triumphant and high·priced foreign master. 

And he proceeds to state : 
The American manufacturers o:I' extract are in the old colonial States 

of New York, Connecticut, Virginia, North Carolina, and Pennsylvania 
and also Tennessee and West Virginia. ' 

He gi>es the location of the 23 tanning-extract factories in the 
United States. He says: 

Labor required at full capacity, over 7,000 men. 
The proposed reduction is not a sweeping or a destructive redaction 

but one that will conserve every American interest and leave full play 
~~alf~u~~~fseV;i~It~~~:es, both foreign and American, without assuring 

He discusses the doctrines and principles of competitirn tar
iffs, and says : 

Whenever there is a fair fight between an American and a foreiirner 
for the control of American things, not involving oppressive or "'mo
nopolistic cbar.,.es on the people, I stand with the American. 

It ls only when American enthusiasts overstep the line which seems 
to me that of wisdom and fair play that I would seek to restrain them 
by abating excessesii so that the disproportionate bm·dens muy be re
moved from our fe ow-Americans. 

The experience of history, from generation to generation has de
noted that if we allow the reins of control to slip from our band and 
pass to those of alienS', they will immediately increa e the cost of 
whatever we get from them. 

In the course I am pursuing I have Thomas Jefferson as one of the 
sponsors for it, and it is sound Democracy of an old and well-atte. ted 
brand. 

Jefferson advocated a metallic circulation that will take its p1·oper 
level with the like circulation In other countries, and then he says : 

" Our manufacturers may work in fair competition with tho. e of 
other countries, and the import duties which the Government mny Jay f Pt1o~'~ purpose of revenue will so far place them above equal compe-

In another place he states : 
This means greater destruction to many American industries which 

manufacture tanning extracts and puts the foreign quebracho rival in 
posse ·sion of our markets. 

It is my hope that both this amendment and the committee amend
ments will be voted down, and that tbe proposition of the Payne bill 
~~~;:i~dei~~h~e~~Jilf~e ci:~.per pound on the foreign extracts will be 

Having thus stated this case in its simple legal relation we have 
those who ask a much higher tariff or a somewhat higher rarfff and we 
have the foreign competitors, who have already succeeded in thefr form 
of manufacturing Jn getting the tariff reduced half and now deliber
ately ask that that half be again halved, with intimations that they 
desire its abolition. But a medium course was pm·sued. 

And he proceeds: 
Not only is it the fact, Mr. President, that the Amel'ican tanning

extract makers arose to their position without the domination of an 
American trust, but within the menace and manifested pur·pose of an 
inchoate, if not completed, fot·cign tr·ust. We have it iR the advertise
ments and in the papers of those who are trying to get the American 
tariff obliterated or so decreased as to leave scarce any chance for the 
American manufacturer that they formed a trust in 1907, which was 
broken down by the hard times which flooded the whole country. 

He says: 
I stand in all thing on the side of the American. 
He states: 

In the next place, Mr. President, I think it will preserve the existing 
revenue from foreign importations and in likelihood increase it, for the 
need of the quebracho extract is growing daily, and at a reasonable rate 
which does not prohibit it, I think. It is sure to find a constantly 
enlarging market in this country. 

Mr. President, I am confronted here with a cnse that is broadly 
American in all of it~ aspects. It is not sectional; it is peculiar in 

not be an indifferent considera-· the fact that my own State of Virgina bas more of these chcstnut
employment of many American extract establishments than any otller Sta_te; but thPlf have gone along 

And, in the next place, which can 
tion, it will steady and assure the 
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so quietly lli tbel!' ·business that they have never been challenged by 
an:rbody as doing anying illegal to advance it. They are not asso
ciated with any trnst that I have ever heard intimated, and they have 
grown up under the laws which you cr·eated, not making them the 
favorites of Congre s, but giving them, as matters stood, a living 
chance. But for that leak in the Dingley law-I do not blame them, 
its authors, for it, or the foreigners ; but it was on account of the 
miscarriage of a moderate tariff that this leak occurred and that this 
question arises. Otherwise they would have been all right and been 
able to maintain their competition. 

In another place he states : 
I wish to avoid in every way we can collisions and just grounds of 

complaint from other nations; but we· know their wary methods; we 
know the great capital they have behind them; we know the studious, 
sdentific industry of scholarship which they apply to them; and under 
these conditions, with strifes ahead of us, I should be slow to crush 
out any sor·t of well-doing and honest American industry which was 
not backed by an oppressive tariff. 

He says: 
So, Mr. President. without going further ,at this time, I submlt 

these propositions : First, that seven-eighths of a cent per pound is 
a reasonable and, in large measure, an habitual tariff on extracts ; 
second, that it is necessary to equalize the difference between the solid 
and the liquid extract by putting on that tariti'; third, that it is de
sirable to do so to give a fair fighting chance for success to 23 
American establishments which are now organized, with capital in· 
vested, and labor at band, and which must inevitably diminish and 
wither if this equalization is not made. 

Mr. President, the Senator from Virginia is no longer with us, 
but he spoke like a true American when he uttered those words. 

I now come to the remarks· made at the same time, on May 
20, 1909, by the distinguished chairman of the Cummittee on 
Finance [l\Ir. SIMMONS]. He says: 

The duty proposed is a pure revenue duty, because the quebracho tree 
does not grow in this country, and no quebracho exh·act is manufac
tured here except from a few logs imported from the Argentine Repub
lic. So that every cent that is collectl!U und~r this duty will be revenue 
and go into the Treasury. • · 

Mr. President. it is manifest-and I do not think the committee will 
disagree with me about this-that there ought to be a differential be
tween the liquid extract of quebracho and the solid exhact. 

He proceeds : 
Mr. President, there is no one a king that the duty upon quebracho 

be reduced or removed except the tanners of leather. They are de
manding not only free quebracho but free hides, while they resist any 
reduction in the duty on their product. 

I submit that the cattle raiser ls entitled to as much consideration as 
the maker of leather, and I submit that the 23 manufacturers of chest
nut extract-G of which are located in Not·th Carolina and 9 in Vir
ginia-are also entitled to equal consideration, and if there is any way 
by which we can save this industry from demolition by this foreign 
trust I believe it is oar duty to do it. 

On page 2211 the Senator from North Carolina [Ur. Srn
uo~s] says: 

I should like to ask who is asking for the reduction of the duty on 
this article. Is anybody doing it except the leather manufacturers? 

And he states : 
They want free hides and free quebracho and everything else free, but 

they do not want anything taken off -of their products. . 
* • • • * • • 

Mr. President, there are just two manufacturers of quebracho in this 
country. It is stated that one of them has recently transferred his 
establishment to At·gentina because it is an economic folly to attempt 
to build up the business of ma.nufacturing quebracho extract here. For 
many years these two institutions struggled along trying to do it. 
They imported the wood from Argentina. 

The Senator from North Carolina [Mr. SIMMONS], upon the 
roll call, announced that if his coUeague were here he would 
\ote to maintain this duty, and then upon the roll call he -voted 
to maintain it himself. 

He states: 
Now, we have quite a number of tanners in my State, and nearly 

every one of them, through a representative, bas been here to see me 
and try to get me to agree to vote for free bides. The largest one 
came the other day. When I told him that I would not vote for free 
hides under any circumstances unless leather and shoes were also put 
on the free list, he said: "We tanners do not care about the duty on 
leather. If we can ~et free hides it will be perfectly satisfactory."' I 
said, "Go and put that in writing, sign it, and send it to me}' He 
said be would do it. In about two or three hours after that I got a 
letter from him inclosing a very lengthy argument in favor of putting 
hides on the free list and retainin~ the duty on leather, and not saying 
a word about the conversation he had had with me. 

l\fr. President, that repi:esents a typical feature of these prop
agandas. Everybody wants to get his raw material free and 
keep up the duty on what he makes. I do not think a tariff bill 
can be framed upon that theory which will suit the American 
people. 

The other Senator from Virginia [lUr. 1\IARTIN] states (p. 
2215) : 

I respectfully submit to the Senate that, independent of any question 
of protection, independent of any question of free trade, and inde
pendent of any party question, the duty as fixed by the committee 
should not be lowered. 

And he Yoted to maintain the duty upon this article. 
The then Senator from Virginia, Mr. Daniel, says, again : 
I beg leave to call the attention of the Senator from Massachusetts 

and my colleague to the fact, which has not been mentioned. but which 
,appears conspicuously all through these papers and hearings; that ls 

to S!lY, the tanners, in their" petitions here, have been actnated by the 
foreign quebracho-extract men to appeal to Coneress to do what the 
quebracho men want. It was not upon the initiative of the tanners 
but they are being used by other people respecting a collateral fariff. ' 

Mr. President, that is the situation here. It has always seemed 
to me that the protective policy was a wise policy to be pur
sued in this country, but it has also always seemed to me that 
it must be a policy, and not a series of sporadic events and 
favoritisms and discrimirlations. I heartily agree with what 
was stated by the distinguished Senators from Virginia and 
North Carolina at the time this debate was going on-that it 
is in the highest degree inconsistent for one party, in the enjoy
ment of a protective tariff upon its products, to come here nnd 
try to get the affected product of another party put on the 
free list so that he may have his raw material cheaper, and 
still play the dog in the manger by keeping his manufactured 
product protected. 

I move that the provision of the law of 1909 which is shown 
on page 54 of the Tariff Handbook, which is long, and which I 
will not read at length, known as paragraph 22 of the law of 
1909, be substituted for the provision of the pending bill. 

The matter referred tb is as follows: 
Extracts and decoctions of logwood and other dyewoods, and extracts 

of }?ark such as are commonly used for dyeing or tanning, not 
specially provided for in this section, seven-eighths of 1 cent per 
pound; extract of nutgalls, aqueous, one-fourth of 1 cent per pound 
and 10 per cent ad valorem ; extract of Persian berries, 20 per cent 
ad valorem; chlorophyll, 20 per cent ad valorem ; extracts of que
bracho, not exceeding in density 28° Baume, one-half of 1 cent per 
pound; exceeding in density 28° Baume, three-fourths of 1 cent 
per pound; extracts of hemlock bark, one-half of 1 cent per 
pound ; exh·acts of sumac and of woods other than dyewoods, not 
specially provided for in this section, five-eighths of 1 cent per pound; 
all extracts of vegetable origin suitable for dyeing, coloring, staining. 
or tanning, not containing alcohol and not ·medicinal, and not specially 
provided for in this section, 15 per cent ad valorem. 

Mr. JOHNSON. l\fr. President, I wish to call the attention 
of the Senate, although it is hardly necessary to do so, to tile 
changed conditions now from those of 1909, when the tariff bill 
which is the present law was under consideration, and to which 
the Senator from Connecticut has alluded. 

Under the pending: till boots and shoes are placed upon the 
free list. So is leather placed upon the free list, while under 
the present law it bears a duty of from lG to 30 per cent. Be
cause of that fact the materials used in tanning leather ha-re 
been placed upon the free list. 

Extract of quebracho is used most extensively of all the tan
ning extracts in the tanning of leather, and it seemed but fair 
and just that if leathers were to be placed upon the free list, 
the extract used by the tanners for tanning the leather should 
also be placed upon the free list. That is tile reason why in 
this bill it is placed upon the free list. 

I might add that the manufacturers in this country have been 
handicapped by the fact that they have been compelled to im
port the quebracho into this country in logs, and then after 
chipping to make the extract, so that the consumer has been 
compelled to pay the freight upon the waste material contained 
in the logs when they are imported, not only in the way of -rege
table fiber, but in the way of water. That has seemed an un
necessary burden. 

The VICE PRESIDEJ\'T. The question is upon the amend
ment proposed by the Sena tor from Connecticut [Mr. BRANDE
GEE]. 

The · amendment was rejected. 
· The VICE PRESIDENT. The question now is upon the 

amendment proposed by the committee. 
The amendment was agreed to. 
The SECRETABY. The next amendment passed over is, on 

page 14, paragraph 52, passed over at the instance of the 
Senator from Utah [l\Ir. SMOOT]. 

l\fr. SMOOT. I believe paragraph 33 was passed over at 
the request of the jUllior Senator from North Dakota [~r. 
GRONNA]. That refers to formaldehyde solution. I may be 
mistaken, but I ha-.e my copy marked "passed over" as to 
paragraph 33. 

l\fr. JOHNSON. I think that was not passed o-.er, but was 
passed upon when the bill was read. 

Mr. SMOOT. I may be wrong. 
. The VICE PRESIDE:NT. The Secretary lrns no record of it. 
The SECRETARY. Paragraph 52 reads as follows: ' 
52. Baryta, sulphate of, or barytes, including barytes earth, un

manufactured, 15 per cent ad valorem; manufactured, 20 per cent ad 
valorem; blanc-fixe, br artificial sulphate of barytes, and satin white, 

' or artificial sul_phate of lime, 20 per cent ad valorem. 

Mr. LIPPITT. Mr. President, I wish to ask the Senators 
in charge of this part of the bill if they have taken under 
consideration the proposed duty on blanc-fixe. I had rather 
hoped they would gi're that some consideration and think of 
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either restoring the duty under the ·present law or at least Mr. OLIVER: · I think the Senator fi.om Rhode Island is 
approximating it. attaching rather undue importance to this particular item be-

:Mr. JOHNSON. Mr. President, the subcommittee having it cause it is something that is used in paper manufacture, since 
in charge have taken under consideration the matter to which under the legislation that is now proposed the seat of paper 
the Senator refers and see no reason to make any change in manufacture will inevitably ultimately be transferred to Canada. 
the bill as reported. It is true· that witherite is imported into I do not think there is any necessity of considering a small 
the country, from which a superior quality · of blanc-fixe is article Uke this which is used in that manufacture. 
manufactured; but we are informed that that sells at a very Mr. LIPPITT. I think my constituents would rather take 
hi~h price ~nd that blanc-fixe. can .be produced in this C?untry the chance of having some of the paper industry at least left 
w1thout bemg made ~rom w1thente as a by-produ~t m the here, even if the situation described by the Senator from Penn
manufacture of peroxide ~f hydrogen and ot}ler banum com- sylva~fa should eventuate.· I was rather in hopes that the 
riounds. When produced m that way the high rate of duty i...-coIDllllttee would take that matter under consideration or at 
which has been carried heretofore is not at all necessary. least, lea>e the duty perhaps at 30 per cent. ' 

Mr. LIPPITT. I should like to say to the Senator that of 1\fr. STONE. Let us have a vote. 
course it is true that dioxygen, which is an antiseptic and is Mr. LIPPITT. I move, in paragraph 52, page 14, line 10 
made in large quantities, pro~uces as a by-product .bl~nc fi.xe; before the words "per cent," to strike out "20" and insert "30." 
but that quality of blanc fixe is not adapted to the limited uses The VICE PRESIDENT. The question is on the amendment 
to which witherite blanc fixe is adapted. Blanc fixe is an article proposed by the Senator from Rhode Island. 
which is used by paper manufacturers in whitening paper. The The amendment was rejected. 
l~wer grade of it leaves s~ots and is n~t suitable for the very The SECRETARY. The next paragraph passed over is, on page 
h1gh grade of paper for which the other is used. 15, paragraphs 57 and 58, relating to lead pigments and lead 

The situation in regard to that pafricular article is rather acetate of. ' 
peculiar. It is a very limited manufacture. Only about $200,- Mr. Sl\fOOT. I asked that those para.,.raphs be passed over 
000 worth is used in the country, of which practically one-half until the Senate bad passed upon the q~estion of lead.. That 
is imported and one-half is made by three small manufactories, has already been done. Therefore I ha>e not anything to say in 
the total product being something under $100,000, and most of it relation to these two paragraphs. 
is made in TI.bode Island. It is one of th?se. little things which The VICE PRESIDENT. If there be no amendment, the 
are of gre:it .1m~ortance t.o those ~n~aged m it, and from a rev~ paragraphs will be agreed to as in Committee of the Whole. 
nue standpomt it has this peculmnty. The duty at present is ~'he SECRETARY. On page 17, paragraph GT-soaps-was pa sed 
about 40 per cent. .About $100.000 worth is imported. The duty over. 
proposed is 20 per cent, and the manufacturers say that 20 per l\fr JOHNSON I ask at that be passed over for the 
cent will prevent them from continuing the manufacture of it prese~t · 
at all. So by cutting the duty in half Y.0 n ~ll get ex~ctly the The VICE PRESIDENT. The paragraph again goes ornr 
same re>enue that you get to-day, but it will all be imported by agreement . 
instead of half of it being made here. · . . The SECRETARY. On page 19, paragraph 74, "Roman, Port-

.All the manufacture of the article abroad is controlled by land and other hydraulic ceme t 5 . t d 1 . " 
about three parties, principally in England, and there will be a s~d OYer n ' per cen a •a oiem, was 
no possible reason why they should at all reduce the price of it P Th ·. . .· _ . 
from the prices fixed to-day by domestic competition here. The .e coimmttee prop~sed to stnke out this paragraph. . 
effect of cutting the duty in half, as I have studied this question l\Ir. SMO.OT. I asked that th~ paragraph JSO over with the 
out, and I think it is correct, will simply be to produce exactly ~~:f::nding !Jiat .I woul~ subn:iit to the chairman of the sub
the same revenue, probably, that you do to-day, not changing ak ee havi:ig m cha_r~e er this. schedule an amendment _to 
the price of the article of the consumer in this country at all, t e care of white no~tallllil,,, Portland cement. 
but simply to eliminate the two or three .American manufac- l\Ir. THOMAS. I will .say to the Senator that when we reach 
turers of it. para.graph 76 I shall offer an amendment inserting that com-

Under those circumstances I was rather in hopes that the m~~r·ty· 1100 . . 
committee would give that such serious consideration that they ·. S T. Parngrnp~ 76 was not passed O>er. If the Sena-
would decide, if not to leave the duty as it is, to perhaps make tor ~111 do that. then I _will say no more. 
the duty 30 per cent instead of 20 per cent. It is certaiuly not .Mr. THO~f.AS. I will offer the amendment for the com-
an important matter. From a revenue standpoint it can have mittee. , 
no effect, and the argument in favor of helping our domestic · Mr. L.A. FOLLE'ITE. Will the Senator yield to me for a 
p ople, inasmuch as by so doing there is no probability that the moment? . 
consumers will be charged any more than they will if the duty Mr. THOM.AS. Certamly. . 
is reduced, seemed to present a rather strong case to me. Mr. L.A. _FOLLETTE. Mr. P1:es1dent, out of order somewhat, 

I did not know whether the committee, if they were firm in I sho~ld llke t.o call the attent10n of the chairman of the sub
their resolution to make some change, would accept an amend- com!Il1ttee havmg charg~ of Schedule .A to a suggestion which 
ment of 30 per cent instead of 20 per cent. I wish to make, first, with reference to a rearrangement of the 

Mr. JOHNSON. We ha>e thoroughly considered the matter. para.graph~ of that schedule .. I make this suggestion for the 
We have taken the added fact into consideration that on the conSideration of the subcomnnttee. I am not going to follow 
high-priced surfaced paper and the manufacture of blanc fixe it wi~h any motion! ~u~ will be co~tent to leave it to the 
the duties have been largely reduced. For that reason we felt c~mm1ttee .to a~cept it if it commends itself to them, and other
that this reduction was one that ought to be made in view of wise ~o reJect it. The paragra~hs ?f Schedule .A on drugs and 
the fact that it can be so easily and cheaply made in this coun- chemicals, soal?, perfume~y, pamts, and pigmen~s are all jum
try without being made from the witherite, which brings such a bled togeth~r m utter disre~ard of their relat10n to one an
high price, according to my information. other. I thmk a >er! ~ea~ lillprovement can be made in that 

l\Ir. LIPPITT. This article I am talking about merely be- sch~dule bY_ rearrangrng ~t m group~ somewhat as follows: 
cause it happens to have the same name blanc fix:e and the First, bring together m consecutive order all ,of the para
inferior quality is not going to be put out of consillnption. It graphs relating t~ che~icals and drugs. Thi~ will embrace 
is still going to be used for the particular purpose it is used for paragraphs 1 to 4: mclu.sl\e; paragraphs 7 to 16, u:clusi~e; para
now, the lower quality, and is not going to be used for the par- graphs 19 to 24, mclus1ve; paragraphs 26 to 44, mclusrve; and 
ticular purpose the higher quality is used for. It is simply a paragraphs 48, 51, 65 •. 66, 68, 70, and 71. . . 
question whether the proportion of that inferior quality shall T~e-:i follow that ~1th the paragraphs cons?tutmg the basket 
be made in this country or be imported. If it. is imported there prov1s10ns for chemicals and drugs, embracmg paragraphs 5, 
is no reasonable presumption that there will be any change in 17, and 18. 
the price unless it is increased under the operation of the pres- Second, follow this with all of the paragraphs relating to oils. 
ent law of domestic competition and under which domestic com- These paragraphs are 45, 46, and 47. 
petition the price has been reduced from something like $58 to Third, assemble the paragraphs relating to perfumery, soap, 
$38 a ton. Under the proposition where the control is left en- and so forth. These paragraphs are 47, 50, and 67. 
tirely in the hands of the foreigner we might as well put it at Fourth, form a final group covering paints, pigments, and 
45 per cent or 50 per cent as lea>e it as it is .. Certainly there is >arnishes by bringing together paragraphs 25 and 52 to 64, 
no reason to suppose that they woulcl reduce the price. iJ1clusi>e. 

Mr. OLIVER. Mr. President-- I m11ke the further suggestion for the consideration of the 
The VICE. PRESIDEKT. .Does the Senator from Rhode subcommittee that paragraph 69, which co>ers spoi:ges, should 

Island yield to the Senator from Penn ylvania? be transferred to Schedule N, to follo,, · paragraph 392. It is out 
1\fr. LIPPITT. I yield to the Senator. of place in the chemical schee;ule. 
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While I am on my feet, if I may be indulge·d for · just a 
moment more by the subcommittee in charge of the next sched
ule, I wish to suggest that duties upon at least two articles in 
tile chemical sched•lle are excessive and should be reduced. Qne 
of them is . the duty on dextrine made from potato starch. An 
examination of all tbe data which bears upon the question of 
the cost of production or competitive tariff, call it what you 
please, will show very conclusively that a duty of 1i cents per 
pound is all that is required. I offer that as a suggestion for 
the subcommittee. Judging from the fate of other efforts to 
amend the bill ~ ·:> motion, I think I will not proporn it as an 
amendment. 

Then, Ur. President, I wish to call attention to one other duty 
which I think is grossly excessive. 

Mr. JOHNSON. In view of what the Senator from Wis
consin said in regard to the duty on not all the dextrine but on 
the dextrine made from potato starch, the committee will accept 
the amendment. 

llr. LA FOLLETTE. It is dextrine made from potato starch 
to which I refer. Perhaps I neglected to specify it as definitely 
as I should. 

Now I call attention to one other duty which I think should 
be reduced. 

1\fr. Sll\HIONS. I suggest to the chairman of the subcom
mittee that he accept the amendment and that we act upon it 
right now. 

l\Ir. LA FOLLETTE. Very well. 
The VICE PRESIDENT. What paragraph is that? 
Mr. LA FOLLETTE. It is paragraph 37-dexh'ine made of 

potato starch. 
l\Ir. JOHl~SON. On page 10, line 3, I move to amend. 
The VICE PRESIDENT. There will have to be a motion 

made to reconsider the vote by which the rur..endment was 
agreed to as in Committee of the Whole. 

.1\Ir. LA FOLLETTE. If in order, I will moYe to reconsider 
the amendment made as in Committee of the Whole, or I will 
defer to the chairman to make the motion. 

Mr. JOHNSON. As the Senator sees fit; it is immaterial. 
The VICE PRESIDENT. It is moved to reconsider the vote 

whereby the committee amendment to paragraph 37 was agreed 
to. 

The motion to reconsider was agreed to. 
The VICE PRESIDENT. The amendment of the Senator 

from Wisconsin will be stated. 
The SECRETARY. In line 3, before the word " cents," strike 

out " 1! " and insert " 1!." 
The amendment to the amendment was ae,reed to. 
The amendment as amended was agreed to. 
Mr. LA FOLLETTE. I now direct the a'ttention of the sub

committee to paragraph 65, and in that paragraph particularly 
to chlorate of potash made dutiable at a cent a pound. I feel 
warranted in saying that a quarter of a cent a pound on chlorate 
of potash is not only a very liberal competitive duty, but it is a 
protective duty. There are just three factories in the United 
States producing that article. They do not sell in competition 
with each other. Their product is all sold by the Rikers, of 46 
Cedar Street, New York. The cost of producing chlorate of 
potash in this country is 3i cents per pound. The cost of pro
<lncing it on the Continent is 3.6 cents per pound, and the cost of 
producing it in Norway and Sweden is 3.5 cents per pound. It 
sells abroad for from 5 to 51 cents a pound and in this country 
for 91 cents a pound. The combination in this country has en
tered into an agreement with the producers of chlorate of potash 
abroad, by the terms of which it is not to be sold to the Govern
ment of the United States. 

The Rikers people, who control the price in this country, con
trol one of the powder companies which was a defendant with 
the Du Pont Powder Co. in the case which the Government 
hrought against the Powder Trust. 

I think perhaps the suggestion of the Senator from Utah 
that it be put on the free list might be worth while, but there is 
a difference of a quarter of a cent a pound in the cost of manu
facturing this article between this and the competing coun
tries abrond, and the rate of a quarter of a cent would cover 
that difference. The rate should certainly be no more than a 
quarter of a. cent per pound. · 

:.\Ir. O'GORMA.l~. Mr. President, may I ask the Senator from 
Wisconsin his authority-and I assume he has authority-for 
the statement that the corporations engaged in this enterprise 
hr..ve entered into an agreement not to sell this product to the 
United States Governmen? 

~Ir. LA ·FOLLETTE. My authority is the testimony given 
before the Ways and ~leans Committee of the House of Rep
resentatiyes, and not denied. 

l\{r. D'GORMA.N. That being conceded--
Mr. LA FOLLETTE. And the witness who gave that testi

mony was ·the president of an independent powder company 
that is competing with the Du Pont Powder Co. He is the 
president of a powder company located at Peoria, Ill., and 
his testimony before the committee was not denied. 

Mr. O'GOR~IAN. That being the conceded fact, I join in the 
suggestion of the Senator from Wisconsin that this article ought 
to go on the free list, becausa I think a corporation or an indi
vidual entering into an arrangement little short of a conspiracy 
to prevent the United States from procuring a particular article 
is surely entitled to very little consideration when it comes 
to the adjustment of tariff rates. 

Mr. LA FOLLETTE. And when you take into account the 
fact that that particular article is an important constituent of 
explosives--

Mr. JOHNSON. l\Ir. President, if the Senator will pardon me 
a moment--

1\Ir. LA FOLLETTE. Certainly. 
1\Ir. JOHNSON. I will make the motion, in view of what the 

Senator has said, to reconsider the vote by which this duty was 
fixed and ask that the paragraph be recommitted. 

The VICE PRESIDENT. The Ohair will state that there is 
no amendment in the paragraph, but the committee has the 
right to have it recommitted with a view of considering 'it 
further. 

1\Ir. JOHNSON. I ask that the paragraph be recommitted to 
the committee. 

The VICE PRESIDENT. Without objection, paragraph (iiJ, 
on page 16, will be recommitted to the Committee on Finance. 

1\Ir. LA FOLLETTE. 1\Ir. President, I am going to venture to 
make one more suggestion, and will m::ike it very briefly, be
cause the Senate has already considered the matter and I do 
not anticipate that I can say anything that will cause the Sen
ate to change its attitude on that question; but I want to sug
gest to the subcommittee in charge of this schedule that the 
duty on peanut oil be changed from 6 cents a gallon to 1 cent 
n gallon. That duty will be a competitive duty, while 6 cents 
::i gallon will prove a prohibitory duty and will subject the com
mittee and the Senate to criticism for prohibiting its import in 
order to protect a competing product produced exclusively in 
one section of the country. 

Ur. SMOOT. Mr. President, I also suggest to the Senator 
having the bill in charge that it seems to me palm nuts and 
palm kernels ought to be upon the free list; you have put 
palm-kernel oil on the free list. I merely offer that as a sug
gestion for the consideration ot the committee. 

1\Ir. STONE. I wish to say that we have already gone ova! 
this bill very carefully, and any Senator who had any objec- -
tion to any paragraph in it had only to say that he desired it 
passed over or to make any representations he pleased with 
regard to it. I have no objection to having these paragraphs 
passed over again, except that, if we pass them over, then go 
back to the beginning of the bill, start in afresh, and Senators 
get up and say they want something else passed over, we never 
will get through with the bill. 

Mr. SMOOT. I did not ask that any paragraph or any item 
be passed over. I simply suggested that, so long as palm-kernel 
oil is made free, it seemed to me that the nuts from which it is 
made should be free. 

The VICE PRESIDENT. The question is on agreeing to the 
committee amendment to strike out paragraph 74, on page 19. 

The amendment was agreed to. 
The VICE PRESIDENT. The Senator from Colorado [:\Ir. 

THOMAS] has offered an amendment, which will now be stated. 
The SECRETARY. In paragraph 76, page 19, line 8, after the 

word "use," it is proposed to insert the words "white non
staining Portland cement." 

The amendment was agreed to. 
The VICE PRESIDENT. The next amendment passed over 

will be stated. 
The SECRETARY. Paragraph 78, on the same page, was passed 

over at the instance of the Senator from Kentucky [Mr. En.AD
LEY] and the Senator from Wisconsin [Mr. LA FOLLETTE]. It 
relates to clays or earths, and was read on July 26. 

Mr. LA FOLLETTE. l\fr. President, my reason for asking 
to have that paragraph passed over was to make the sugges
tion to the subcommittee to put china clay or kaolin on the 
free list instead of imposing upon it a duty of $1.25 per ton. 
I will either submit to the Senate now some observations upon 
the· subject, or, if it is ::igreea.ble to the chairman of the sub
committee, will present the matter to the subcommittee at its 
convenience. 
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Mr. STO~TE. Mr. President, I will · say to the Senator from 
Wisconi;:.in thnt if be cares to submit son:e notes to us we will 
be very glad to consider tl1em; but I do not know for what 
purpose the Senator asked that this paragraph be passed over. 

Mr. LA FOLLETTE. I asked to have it passed over, because 
I believed that china clay unj l::rnlin ..>t .ould go upon the free 
list instead of being made dutiable at $1.25 a ton. 

Mr. STONE. I understand now for what purpose the Sena
tor asked to have the paragraph passed over, but I did not 
know that at the time he asked to have it passed over and 
hence we have not had the benefit of the suggestions which he 
cares to mnke. I am sorry--

Mr. U FOLLETTE. I would have submitted them at the 
time, I will say to the Senator, had I concluded the investiga
tion which I was then making. I have since completed it and 
feel that I--

1\lr. STO:trEl. If the Senator cares to sutmit the resl:lt of :t..is 
investigation to tbe ccmmittee, we will be very glad to receive it. 

l\lr. LA. FOLLETTE. I shall be very glad to save time by 
doing that instead of making a motion and submitting the 
mutter here in the Senate. 

l\Ir. ST01'.'E. That is satisfactory to the committee. 
l\Ir. LA FOLLETTE. I will say, Mr. President, that such a 

course will shorten the proceedings in the Senate this afternoon, 
because it was ""Jpon my request that a number of the para
graphs of this schedule were passed over, and it would be 
quite as satisfactory to me to discuss the several paragraphs 
with the subcommittee if they would be willing to listen to 
them, instead of taking up the time of the Senate to make them 
here for the REcono. . 

Mr. STONE. The committee will be glad to listen to the sug
gestions, as I have said to the Senator. I repeat what I said a 
moment ago in regard to the unfortunate attitude in which the 
committee is placed if we do not dispose of the passed-over 
paragrap]Jj as we come to them. 

Mr. LA FOLLETTE. Well--
Mr. STONE. Just a moment, if the Senator will pardon me. 

I wil1 say that the committee will be glad to examine with every 
proper care any data which the Senator from Wisconsin may 
care to submit; but if it should so happen that the committee 
does not agree with the Senator from Wisconsin and if that were 
to lead to the same debate--

Mr. LA. FOLLETTE. Not at all. I make the suggestion that 
I will withdraw now the request as to these paragraphs. I will 
present what I have to offer to the subcommittee, if agreeable 
to them, and if we do not agree as to the changes that should be 
made I can later s11bmit anything that I have to say regarding 
these paragraphs when the bill is reported to the Senate. 

:Mr. STONE. That will be agreeable. 
Mr. SIM IONS. Would it suit the Senator to Jet the para

graph be adopted now, with the understanding that after the 
subcommittee and the committee have examined his data, if they 
change their minds about it they will bring in an amendment? 

Mr. LA FOLLETTE. That is entirely satisfactory to me. 
The SECRETARY. Paragraph 78, page 19, is one such para

graph; also paragraph 80, page 20; paragraph 81, on pages 20 
and 21; and paragraph 82, on page 21. 

Mr. THOl'IIAS. Ur. President, paragraphs 81 and 82 were 
passed over at the instance of the Senator from Washington 
[Mr. PoINDEXTEB]. We have made no change, and will prob
ably recommend none; but I think it is due the Senator to say 
that he was in conference on Saturday with one of the experts 
from the customhouse and was to have heard from him to-day, 
but the letter came to myself instead of to him. I have not had 
an opportunity to hand it to him yet, and I dislike to take up 
these pnragraphs and consider them in his absence; so we are 
perforce asking to have them go over. Paragraph 80 must also 
have been connected with his request, which, I think, included 
paragraphs 80. 81, and 82. I think that is correct. 

l\lr. SIMMONS. Mr. President, I suggest that we pursue the 
same course with reference to those paragraphs-that they be 
acted upon now, with the understanding that when the Senator 
from Washington comes in if he desires to offer an amendment 
he may do so. 

The SECilETARY. The committee amendment in paragraph 80 
has already been agreed to. There is no amendment to para
graph 81. In paragraph 82 the committee amendment is 
unacted upon. It is in paragraph 82, on page 21, line 15. After 
the word " China " it is proposed to strike out " and " · in the 
same line, after the word " porcelain," to insert " and ~ther " · 
and in line 16, after the word "body," to strik\) out "having ~ 
vitrified or semivitrified" and insert ",vhich when broken 
shows a vitrified or vitreous, or semivitrified or semlr"itreous," 
so as to make the paragraph read: 

82. China,, porceI:iin, and other wares composed of a vitrified non
absorbent body which when broken shows a vitrified or vitreous, or 

~en:iv1.trified or semivitreous fracture, and all bisque and pa.rlan wares, 
mcludmg clock cases with or without movements, plaques, ornaments, 
to

1
ys, charms._ vases, statues, statuettes, mugs, cups, steins, lamps, and 

a I other articles composed wholly or in chief value of such ware it 
plain wb.:ite, or .Plain brown, not painted, colored, tinted, stained, en~m
eiedi gilded, prmted, or ornamented or decorated in any manner· and 
manufac~ures in chief value of such ware not spccilllly provided for in 
this sect10n, 50 per ~ent ad valorcm; if painted, colored, tinted, stained, 
enameled, gilded, prmted, or ornamented or decorated in any manner 
and. manufactures in chief value of such ware not specially provided 
for m this section, 55 per cent ad valorem.. 

The amendment wa:::i agreed to. 
~he SECRETARY. Paragraph 83 was passed oyer. The com

mittee amendment in that paragraph L.as already been agreed to. 
Mr. BRAJ\TDEGEE. Mr. President, I understand paragraphs 

81 and 82 have both been passed over. 
.l\Ir. Sil\.Il\IONS. No; paragraphs 81 :ind 82 ·were agreed to, 

with the understa.ndin!; that if the Senator from Washington · 
[Mr. POINDEXTER], when he returns, wishes to offer any amend-
ments to them, he may do so. · 

Mr. BRANDEGEE. I thought what was being n crreed to was 
the co~!ttee amendment in those paragraphs, to ;hich I have 
no obJection, and I have no objection to this tentative action 
upo:...i them, if I may have permission to submit an amendment 
at the same time the Senator from Washington does. 

Mr. SIMMONS. The Senator has that right according to the 
rules under which we are opera.ting. 

Mr. BilANDEGEE. I did not know when that right expired· 
I did not know how many times we could go back. ' 

.The SECRET~Y. Paragraph 84, on page ~2, was passed over, 
with the committee amendments agreed to. 

Paragraph 86, on p~ge 23, was passed o>er at the instance of 
the Senator from Pennsylvania [M:r. OLITER] and the Senator 
from Wisconsin [Mr. LA FOLLETTE]. 

Mr. OLIVER. Mr. President, I have submitted an amend
ment to that paragraph which does not in any way change the 
rates of duty or the real meaning, but is onJy intended to per
fect the paragraph. I understood the Senator from Missouri 
and the Senator from Colorado at the time the amendment was 
proposed. said that the committee would consUer the propriety 
of adopting my amendment. I ask them if the amendment has 
been considered? The first part of my amendment is on page 
23, line 25, after the word " glassware," to insert the words 
" goblets and other glass stem ware" ; so as to be certain that 
i~ comprises those articles which otherwise might be con
sid~red doubtful. The second part of my amendment is to 
strike out the words "chief value," and insert the word 
" part." The most important of the three however is that on 
page 23, line 25, after the word " blown,'; to insert a comma 
and-- ' 

Mr. STONE. l\Ir. Pre ident, in order to abbreviate the pro
ceedings, if satisfactory to the Senator, I will state that the 
committee is willing to accept the nmendment. 

Mr. OLIVER. I send the amendment to the Secretary's 
desk. 

Mr. THOMAS. Did the Senator have more than one amend
ment? 

Mr. OLIVER. 'l'here are three parts to the amendment. I 
ask the Secretary to read it. 

The SECRETARY. In paragraph 86, page 23, line 25, after the 
word " glassware," it is proposed to insert " goblets and other 
glass stem ware"; in the same line, after the word " in " to 
strike out "chief value" and insert "part"; and at the e~d of 
the same line, after the word " blown," to insert " cast or 
pressed," so as to read. 

Glassware, goblets, and other glass stem. ware, composed wholly or 
in part of glass blown, cast, or pressed. 

The VICE PRESIDENT. In the absence of objection the 
amendment will be agreed to. - ' 

Mr. STONE. I do not know about that part of it striking out 
the words "chief value" and inserting the word "part." Would 
not the Sena.tor be satisfied to insert the first part of the amend
ment? 

Mr. OLIVER. I .do not think that is of great importance, 
and I would be satisfied to ham the words "chief value" re
main as they are. 

Mr. STO:!\""E. Then the ame.ndment agreed to is that which 
comes after the word "glassware," in line 25. 

The SECBETABY. After the word "glassware," in line 25 it 
is propo ed to insert " goblets " and other glass stem ware. ' 

Mr. STOl\T)D, That is, the committee will offer no objection 
to that. 

The amendment was agreed to. 
The SECBETABY. After the word "blown," nt the end of line 

25, insert a comma and the words " cast or pre sed." 
Mr. STONE. I tmderstand the Senator withdraws thnt? 
Mr. OLI.VER. No; I withdrew the amendment triking ont 

the words "chief value" and inserting the wo1•d ' part." :i: will 
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not object to the words "chief -ralue" remaining :instead of the 
word ·•part." The words "cast or i)ressed" are, however, very 
important, because this kind of glassware is not blown at all. 
The process of manufacture--

1\lr. STO:NE. What is it the Senator wishes to withdraw? 
l\lr. OLIVER. The part to whi~h the Senator from Missouri 

referred, inserting the word " part " instead of the words " chief 
\alue," allowing the words "chief value" to repla:in. 

l\lr. STONE. Very well. That is the entire amendment, is 
it not? 

:Mr. THOMAS. Where do the words " cast or pressed " come 
in-after the word "blown" at the end of the line? 

Mr. OLIVER. After the word " blown." 
l\lr. THOMAS. "Blown or cast?" 
Mr. OLIVER. "Blown, cast, or pressed." 
Mr. STONE. l\fr. President, let that be submitted. The 

Senator withdraws the part of the amendment he has indi
cated. 

Mr. OLIVER. I withdraw the amendment striking out the 
words " chief value " and :inserting the word "part." 

:Mr. STONE. That is withdrawn. To the remainder of the 
amendment the committee has no objection. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment of the Senator from Pennsylvania as modified. 

The amendment was agreed to. 
The SECRETARY. The next amendment passed o\er is on page 

24, paragraph 87, at the :instance of the Senator from Missouri 
[Mr. STONE]. • . 

Mr. THO~fAS. The committee offers an amendment to the 
Senate amendment in paragraph 87, which I send to the desk. 

The VICE PRESIDENT. The amendment will be stated. 
The SECRETARY. The first amendment, striking out the 

comma, has already been agreed to. 
The se<:!ond amendment is as follows: 
In lines 8 and 9, page 24, the committee propose to strike 

out " not exceeding 150 square incbes, seven-eighths of 1. cent 
per pound; above that, and." 

Mr. STONE. Witb a semicolon. 
The SECRETARY. The proposition now is to disagree to the 

amendment striking out those words. 
The VICE PRESIDENT. The question is on agreeing to the 

draw any request of that sort, and would submit what I ha\e 
to offer to the subcommittee. 

The SECRETARY. Paragraph 99, beginning at the foot of page 
27, was passed over--

1\fr. SIMMONS. I understood that that paragraph had not 
been acted on. I understood that we were to [,ct on it now, 
subject, of course, to the action of the committee when the 
Senator presents his views to the committee. 

The VICE PRESIDE1'1T. Paragraph 97 has been read here
tofore. Paragraph 99 h as not been read. 

Mr. Sll\IMONS. Very well. 
Mr. LA FOLLETTE. I do not ask to bu ve. action deferred 

at this time, because I can offer my amendment in the Senate 
:if I should desire. 

l\lr. SIMMONS. I understood thnt, but I thought the para
graph had not been read. 

The SECRETARY. Paragraph 90 was passed oYer at tbe re
quest of the Senator from Kansas [Mr. BRISTOW] . It reads as 
follows: 

99. Marble, breccia, and onyx, in block, rough or squared only, 50 
cents pei· cubic foot; marble, breccia, and onyx, sawed or dressed. over 
2 inches in thickness, 75 cents per cubic foot; slabs or pavin.~ tiles of 
marble or onyx, containing not less than 4 superficial inches, if not 
more than 1 inch in thickness, 6 cents per superficial foot; if more 
than 1 inch and not more than l ?; inches in thickness, 8 cents per 
superficial foot; if more than H inches and not more than 2 inches in 
thickness, 10 cents per superficial foot; if rubbed in whole or in part, 
2 cents per superficial foot in addition ; mosaic cubes of marble 01· onyx, 
not exceed ing 2 cubic inches in size, if loose, 20 per cent ad va!oi.·em ; 
if attached to paper or other material. 35 per cent ad valorem. 

Mr. BRISTOW. Mr. President, I have not yet recei\ed the 
information I was expecting on that parngrapll, and I will let 
it go. If the information comes in before we reach the consid
eration of the bill in the Senate, I will take it up and discuss it. 
I will not take up the time of the Senate now. 

The SECRETARY. Paragraph 102, on page 29, was passed oyer 
at the request of the junior Senator from North Dakota [.Mr. 
GRONNA]. It reads as follows: • 

102. Grindstones, finished or unfinished, $1.50 per ton. 

i\fr. LA FOLLETTE. Mr. President, the junior Senator from 
North Dakota is unayoidably detained from the Senate :it this 
time. While he left no suggestion with me, and I do not know 
that be did with any other Senator, regarding his request as to amendment. · 

The amendment was rejected. • this paragraph, I will take the responsibility-I think I may-of 
saying that if he has anything to offer on that paragraph Ile will 
offer it when it is reached in the Senate. 

Mr. SIMMONS. Mr. President, I understand that the amend-
ment simply restores the House language. 

The VICE PRESIDENT. It restores the House language. 
Mr. STONE. And the punctuation. 
l\fr. SIMMONS. I ask the Chair: to put the question again. 

The Chair held, as I understood, that the amendment was re-
jected. · 

The VICE PRESIDENT. In order to restore the House text, 
as the Chair understands, it is necessary to disagree to the 
Senate amendment. 

Mr. SIMMONS. The Ohair is right. 
Mr. GALLINGER. And that is what happened. 
The SECRETARY. There is one other amendment in the para

graph, in line 16, after the word "unpolished," to strike out the 
comma. 

The amendment was agreed to. 
The SECRETARY. The next amendment passed over is on 

page 25, paragraph 89, at the request of the Senator from Wis
consin [Mr. LA FOLLETTE] ; also paragraph 90, at the instance 
of the same Senator; also paragraph 01, at the instance of the 
Senator from l\lichigan [Mr. SMITH]. 

Mr. SMOOT. The Senator from Michigan [Mr. SMITH] 
. asked that this paragraph be passed over; but he is not :in the 
city nor has he requested me to ask that it go over again. I 
know, however, that he is quite deeply interested in these items. 

The VICE PRESIDENT. May the Ohair :inquire, with the 
rules of the Senate as they are, and with the ~)~wer and ability 
to amend the bill, where there is not a single amendment in 
the paragraph, why it should go over and over and over? 

Mr. SMOOT. I did not ask that it should go over. 
Mr. THOMAS. The committee offers an amendment to para

graph DO, which I will send up to the desk. 
The VICE PRESIDENT. The amendment will be stated. · 
The SECRETARY. In paragraph 90, page 25, line .20, the com

mittee proposes to substitute a colon for the period, and to add: 
Prov ided, That any of the foregoing exceeding three-eighths of an 

inch in thickness shall pay a duty of 30 per cent ad va1orem. 

The amendment was agreed to. 
The VICE PilESIDENT. Paragraph 91 will now be read. 
The Secretary read paragraph 91, on page 25. 
Mr. LA FOLLE'lvrB. I think I made it clear that as to 

the pnragraphs passed ffrer upon my suggestion I would with-

I think perhaps I ought to give no.lice now, if notice is re
quired, of a resenation as to that paragraph in his behalf wilen 
the bill goes into the Senate. 

The SECRETARY. On page 30, paragraph 106 was passed over 
at the request of the Senator from Michigan [Mr. Tow:N"SEND] 
and the Senator from Missouri [Mr. STONE]. 'rhe committee 
amendment has not been acted upon. · 
· Mr. THO:;\'fAS. Just pass that. 

The SECRETARY. Paragraph 106 reads as follows: 
106. Beams, girders, joists, angles, channels, car-truck channels, 

T T, columns and posts or parts or sections of columns and posts, 
deck and bulb beams, sashes, frames, and building forms, together with 
all other structural shapes of iron or steel, whether plain, punched, or 
fitted for use, or whether assembled or manufactured, 12 per cent ad 
valorem. 

On line 8, after the word "manufactured" and the comma, 
the committee proposes to strike out "12 " and to insert " 10." 

The amendment was agreed to. 
Mr. THOMAS. Now, I ask to have that paragraph pas ed. 

The request was made before it was rea<l. 
The VICE PRESIDENT. The Chair does not understand the 

request of the Senator from Colorado. 
Mr. TH0:;\1AS. The request is to have paragraph 106 passed 

for the present. The committee is not ready to report it out. 
The VICE PRESIDENT. Does the Senator wish to ha\e it 

pass:ed over again? 
Mr. THOi\fAS. If it has been passed once, pass it again; but 

I understood that it had not been passed. 
Mr. STONE. The committee is not ready to make a report 

on that paragraph, and we would like to have it passed. 
The SECRETARY. On page 33, paragraph 116 was passed oT"er 

at the request of the Senator from l\fissouri [Mr. STONE] . 
Mr. THO.MAS. Just pass that. The committee is not ready 

to r eport. 
Mr. WEEKS. Do I understand that paragraph 116 is to be 

considered again so that an amendment may be offered? 
Mr. THO.MAS. Oh, yes. 
The SECRETARY. On page 37; paragraph 126, relnting to canl 

clothing, and so forth, was passed over at tbe request of the 
Senator from Utah [Mr. SMOOT], the senior Senator from 
l\Iassachusetts [Mr. LODGE], and tlle junior Senator from Massa-
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chusetts [l\Ir. WEEKS]. The committee amendment has not been 
acted upon. 

The VICE PRESIDENT. 'l~e amendment will be stated. 
The SECRETARY. In paragraph 126, page 37, line 3, after the 

word " importation," the committee proposes to strike out "40 
per cent ad valorem " and insert " when manufactured with 
round iron or untempered round steel wire, 10 per cent ad 
·yalorem; when manufactured with tempered round steel wire, 
or with plated wire or other than round iron or steel wire, or 
wHh felt face, or wool face, or rubber face cloth containing 
wool, 30 per cent ad valorem," so as to make the paragraph 
read: . 

126. Card clothing not actually and permanently fitted to and 
attached to cardina machines or to parts thereof at the time of im
po~·t:ltion, when manufactured with round iron or untempered round 
steel wire, 10 per cent ad valorem; when manufactured with tempered 
round steei wire, or with plated wire or other than round iron or s~eel 
wire, or with felt face, or wool face, or rubber face cloth containmg 
wool, 30 per cent ad valorem. 

Mr. BRA.1''DEGEE. I should like to ask if paragraph 121, on 
page 36, was not pa sed over? I haye it so marked. 

The VICE PRESIDE.:NT. The committee amendment was 
agreed to. 

Mr. BRANDEGEEJ. I remember that at the time I called 
the attention of the Senator from Colorado to a suggestion, at 
least, and be informed me that the committee would take it 
under consideration. 

l\1r. TH0:.\1.AS. Yes; the committee reconsidered that para
graph, but it has no change to recommend. I refer to para
graph 121. 

.1\lr. WEEKS. l\Ir. President, in line 8, page 37, I move that 
the figures "40 ' be substituted for " 3-0," so that it will read 
" 40 per cent ad valorem." 

The VICE PRESIDENT. The amendment to the amend
ment will be stated. 

The SECRETARY. In the committee amendment, on page 37, 
paragraph 126, line 8, it is proposed to strike out "30 " and 
insert "40." 

Mr. WEEKS. l\Ir. President, the rate which I propose is the 
House rate, which is a reduction of 33! per cent from the rate 
which is now prevailing and whfch seems to be a competitive 
rate. We are producing in this country about twice as much 
card clothing as we are importing, but there are large importa
tions. In the year 1910 the importations were nearly as large 
as the production in the United States. The same thing is true 
of the rate of wages paid in this country in relation to the 
r ates paid in others as jn the case of other industries. They 
are substantially twice as large as the rates paid where card 
clothing is manufactured in other countries. There is no trust 
connected. with the business, and from eYery standpoint it 
seems to me the industry is entitled to the rates agreed to in 
the House. 

I submit the matter on that statement. 
The VICE PRESIDE T. The question is on the amendment 

proposed by the Senator from Massachusetts to the amendment 
of the committee. 

The amendment to the amendment was rejected. 
The VICE PRESIDE1'TT. The question now is on the amend

ment of the committee. 
The amendment was agreed to. 
The SECRETARY. The next amendment passed over is on 

page 40, paragraph 136. 
Mr. THOMAS. The committee offers a substitute for para

graph 136, which I send to the desk. 
The VICE PRESIDENT. The amendment will be stated. 
The SECRETARY. 'Ihe committee proposes to strike out all of 

paragraph 136 and to insert in lieu thereof the following: 
Table, kitchen, and hospital utensils or other similar hollow ware 

composed of iron or steel. enameled or glazed with vitreous glasses but 
not ornamented or decorated with lithographic or other printing: table, 
kitchen, and hospital utensils or other similar hollow ware composed 
wholly or in chief value of aluminum ; all the foregoing not especially 
provided for in this section, 25 per cent ad valorem. 

Mr. SMOOT. l\Ir. President, that removes the objection that 
[ had to the paragraph and is perfectly satisfactory to me. 

The VICE PRESIDENT. The question is on agreeing to the 
amendment of the committee. 

The amendment was agreed to. 
The SECRETARY. ·on page 42, paragraph 145 was passed over 

nt the instance of the Senator from Iowa [l\fr. KENYON] . 
Mr. S::UOOT. Mr. Pre ident, there was one paragraph passed 

o>er before that-paragraph 138. That is the feather pro>ision. 
The VICE PRESIDENT. The Secretary informs the Chair 

that the matter was cleared up.· The Chair has no recollection 
about it. It was returned to and agreed to. 

l\Ir. Sl\100T. Does the Chair say that paragraph 138 was not 
pnssed over? 

The VICE PRESIDENT. It TI"as passed oYer and was sub
sequently taken up and agreed to. 

l\Ir. THOJ\IAS. I do not recall that. It was passed over, to 
be considered in connection with paragraph 357. 

Mr. STO:r-..-r:m. What, in fact, was done, as shown by the notes 
on my book here, is that it was passed O">er at the request of 
the Senator from Utah [l\Ir. SMOOT] until the feather para
graph should be disposed of. 

The VICE PRESIDENT. The RECORD referring to the matter 
will be here in a minute. 

l\fr. SMOOT. I will state, however, as I remember now, 
that the Senator from Mis...QQuri [Mr. STONE] after that did ask 
for a vote upc;m it and said that if the feather paragraph should 
be changed he would then revert to this paragraph. I think 
that is the way the record stands. 

The VICE PRESIDENT. The amendment was agreed to. 
There is not any doubt about it. 

The SECRETARY. Page 42, paragraph 145, "Aluminum, alumi-
num scrap "-- · 

l\1r. OLIVER. The Senator from Iowa has offered an amend
ment to strike ont--

1\lr. SIMMONS. It is about 6 o'clock and the committee want 
to haYe a meeting to-night. I understand it is the desire to 
have a short executive session. I ask that the bill be laid aside 
for the day. 

Mr. OLIVER. If the Senator will with\lold for a moment---i 
Mr. SD1MO~S. Yes. . 
l\1r. OLIVER I have some remarks to make which will take 

some !ittle time with regard to the amendment offered by the 
Senator from Iowa to thi paragraph. Unfortunately, I have al
ready made an engagement which I simply can not recall which 
will prevent my presence here to-morrow. I should like to ask 
the committee if they will not indulge me to the extent of al
lowing this paragraph to go over until Wednesday, at which 
time I will be prepnred to discuss it. 

Mr. THOl\lAS. That is all right. • 
The VICE PRESIDENT. The paragraph- goes Oter until 

Wednesday. 
Mr. KERN. I move that when the Senate adjourns to-day it 

adjourn to meet to-morrow morning at 10 o'clock. I will state 
in this connection that the purpose is to adjourn to-morrow 

.evening at 5 o'clock. 
l\Ir. GALLINGER. Mr. President, up to the present time 

everything has been done by unanimous consent. Would the 
Senator be willing to put that as a request for unanimous con
sent? 

1\fr. KERN. I will ask that •t be done by unanimous con
sent. 

The VICE PRESIDENT. The Senator from Indiana asks 
unanimous con ent that when the Senate adjourns to-day it be 
to meet to-morrow at 10 o'clock. Is there objection? The 
Chair hears none, and it is so ordered. 

EXECUTIVE SESSION. 
Ur. BACON. I move that the Senate proceed to the con

sideration of executive business. 
The motion was agreed to, and the Senate proceeded to the 

consideration of executive business. After eight minutes spent 
in executive session the doors were reopened, and (at 6 o'clock 
and 10 minutes p. m.) t1ie Senate adjourned until to-morrow, 
Tuesday, September 2, 1913, at 10 o'clock a. m. 

CONFffiMATIONS. 
Executire nominations confinned by the Senate September 1, 

1913. 
POSTMASTERS. 

ALABAMA. 

Mollie P. Henderson, Enterprise. 
H. 0. Sparks, Boaz. 

CALIFORNIA. 
Warren A. Bradley, Gustine. 
Byron Q. R. Canon, La Mesa. 
J ames F. Monroe, Upland. 

A. Keathley, Brooksville. 
l\I. H. Slone, Plant City. 

FLORIDA. 

ILLINOIS. 
John A. Freeman, Heyworth. 
B. L. Greeley, Tremont. 
Ira W. Metcalf, Momence. 
L . T. Neff, Illiopolis. 
Fred Le Roy, Streator .. 
Henry Werth, Brees~ .. 
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INDIANA. 

John M. Kel on, Crothersvme. 
MASSACHUSETTS. 

Thomas E. Luddy, East Bridgewater. 
MU!SOURI. 

R oss Alexander, Mercer. 
L. · R. Dougherty, Pacific. 

MONTANA. 
L. H. Adams, Somers. 
W. H. B. Carter, Polson. 

NEW JERSEY. 

Georue Deiss, jr., Bradley Beach. 
Adolphus Landmann, Oradell. 
Henry Otto, Egg Harbor City. 

Wiley K. Miller, Shreve. 
D:nid M. Welty, Bremen. 

OHIO. 

OREGON. 
Esther E\ers, Huntington. 

SOUTH D~KOTA. 

Hugh J. McMahon, Philip. 

T. J. LiUey, Whiteright. 
J. W. Whatley, Miami. 

TEXAS. 

SEN.ATE. 
TuEsDAY:, September e, 1913. 

The Senate met at 10 o'clock a . m. 
Prayer by the Chaplain, Ilev. Forrest J. Prettyman, D. D. 
The Journal of yesterday's proceedings was read and ap· 

proved. 
CALLING OF THE ROLL. 

Mr. SMOOT. Mr. President, I suggest the absence of n 
quorum. 

The VICE PRESIDENT. The Sec1·etary will call the roll. 
The Secretary called the roll, and the following Senators 

answered to their names : 
.Ashurst Dillin~ham Martine. N. J. 
Bacon Fletcher Myers 
Bankhead Gallinger Nelson 
Borah Hollis Norris 
Bradley HuJ,!hes O"Gor mrui 

United States :Military Academy, and it was thereupon signed 
by the Vice President. 

PETITIONS AND MEMORIALS. 

Mr. PERKINS presented a petition of the Chamber of Com
merce of Oroville, Cal., praying for the enactment of legisla
tion providing for the enlargement of the naval forces of the 
country, which was referred to the Committee on Naval Affairs. 

He also presented a petition of the Chamber of Commerce of 
Oroville, Ca1., praying for the estnb1ishment of a naval reserve, 
which was referred to the Committee on Naval Affairs. 

Mr. POINDEXTER presented a resolution adopted at the 
annual meeting of the Congrega tional Associntion of Eastern 
Washington and Northern Idaho, held at Medical Lake, Wash., 
extending thanks to Congress for the enactment of the Kenyon
Webb interstate liquor law, which was referred to the Commit
tee on the District of Columbia. 

He -also presented resolutions adopted at the annual meeting 
of the Congregational Association of Eastern Washington and 
N-0rthern Idaho, held at Medical Lake, Wash., favoring the 
ratification of international arbitration treaties, which were 
referred to the Committee on Foreign Relations. 

• DR. JOHN T. NAGLE. 
Mr. O'GORMAN, from the Committee on Forejgn Relations, 

to which was referred the bill ( S. 2907) to authorize the 
President to award a medal of honor to Dr. John T. Nagle for 
conspicuous bravery at the battle of Kernstown, Va., on Jnly 
24, 1864, while serving as an acting assistant surgeon of the 
United States Army, asked to be discharged from its further 
consideration, and that it be referred to the Committee on 
Military Affairs, which was agreed to. 

BILLS INTRODUCED. 
Bins were introduced, read the first time, and, by unanimous 

consent, the second time, and referred as follows: 
By M:r;. CRAWFORD : 
A bill ( S. 3069) grantingi a pension to Catherine E. Brown: 

to the Committee on Pensions. 
By Mr. SHERMAN: 
A bill ( S. 3070) granting an increase of pension to Andrew T. 

Machesney ; and 
A bill ( S. 3071) granting an increase of pension to Celina 

Little; to the Committee on Pensions . 
THE CURRENCY. 

Mr. THOMAS. I submit an amendment intended to be pro
posed to the bill (H. R. 6454) to provide for the ~tablishment 

Bradv James Overman 
Rrandegee Johnson Owen 
Bristow Jones Page 
Bryan K enyon P enrose 
Catron Kern P erkins 
Cbnmberlain La Follette Pomerene 
Chilton · Lane Ilobinson 

Simmons 
Smith, Ga. 
Smith, S. C. 
Smoot 
Sterling 
Stone 
Sutherland 
Thomas 
Thompson 
Thornton 
Vardaman 
Walsh 
Warren 
Weeks 

• of Federal reserve banks, for furnishing an elastic currency, 
affording means of rediscounting commercial paper, and to es
tablish a more effective supervision over banking in the United 
States, and for other purposes, which I ask may be printed and 
referred to the' Committee on Banking and Currency. 

Clapp Lewis Root 
Cln rke, Ark. Lodge Saulsbury 
Colt Mc~mb-er Sha froth 
Crawford McLean Sheppard 
Cummins Martin, Va. Sherman 

Will lams 
Works 

Mr. THORNTON. I wish to announce that my co11eague 
[Mr. RANSDELL] is at this time absent from the Chamber on 
public business. 

Mr. JONES. I desire to annotmce that the junior Senator 
from Michigan [Ur. TOWNSEND] is necessarily absent from the 
Chamber and will be absent for the remainder of the day. He
has a general pair with the Senator from Florida [1\lr. BRYA.N]. 

l\Ir. SHEPPARD. l\1y colleague [Mr. CULBERSON] is neces
snrily absent. He is paired with the Senator from Delaware 
[Mr. DU PONT]. This announcement may stand for the day. 

Ir. S:\IOOT. I desire to announce that the senior Senator 
from Delaware [Mr. nu PONT] is detained from the Senate on 
account of i1lness. 

l\Ir. GALLINGER. I wish to announce that the junior 
Senator from l\laine [:llr. BURLEIGH] is detained from his duties 
here on account of a protracted illness. Information received 
from him yesterday indicates that he will not re here at any 
time during the present secsion. I make this announcement now 
so that it may not be necessary to repeat it on aubsequent roll 
calls. 

The VICID PRESIDENT. Sixty-seven Senators have answered 
to the roll call. There is a quo1·um present. 

MESSAGE FROM THE HOUSE. 

A message from the House of Representatives by J. 0. South, 
its Chief Clerk, announced that the Speaker of the House bad 
!!!igned the enrolled joint resolution ( S. J. Res. 52) to authorize 
the appointment of Thomas Green P~yton as a cadet in the 

The VICE PRESIDE...~T. The amendment will be printed 
and referred to the Committee on Banking and Currency. 

Mr. TR01\1AS. In tills connection I ask unanimous consent 
to publish in the RECORD a short article explanatory of· the 
·amendment from its author, and which I think is not only of 
importance but of great interest and value, due to the fact that 
'we shall take up for determination the currency measure. I 
ask that the article be referred to the Committee on Banking 
and Currency to accompany the amendment just submitted. 

There being no objection, the article was referred to the 
Committee on Banking and Currency and ordered to be printed 
in the REcoRD, as follows : 

PREFACE. 

In order that the people's inte1·est might be properly conserved, ilie 
administration at Washington expressed a desil'e to receive suggestions 
from persons not pecuniarily interested in matters which are the sub
ject of legisla! ion. 

In response to this general invitation, I published in May of tbis year 
a pamphlet entitled "Outline of a Plan for Fu.ndin?, the National Debt 
and for Maintaining an Elastic Reserve Currency. ' The ••plan " at
tracted some attention because of its novel ti:eat.ment of the subject and 
for the advantages insured by its adoption. among which are the 
following: 

The saving of millions of dollars annually in interest. 
The means of determining at regular intervals a proper inte1·est rate 

on bonds. 
An equivalent to the Government of the profit on the circulation privl· 

lege in the form of a low interest rate on its bonds. 
Taking the Government oat of the banking business. 
Independence of synclicates In the flotation of its bonds. 
An "automati<' ' sinking fund. 
The maintenance of the gold standard. 
The simpl !city of the system. . 
The freedom of compPtition in regard to Government bond issues. 
The ultimate increase, within certain limits, of available money. 
Its adaptability to expansion in the event of war. · 
The means of accelerating 01· retarding the process of funding to the 

best advantage. 
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