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419, Also, petition of Lodge No. 289, Boiler Makers' of Duns-
muir, Calif., supporting House bill 10367 ; to the Committee on
Interstate and Foreign Commerce,

420. Also, petition of Red Bluff Chamber of Commerce, fayor-
ing plan for a system of national highways and appointment
of a highway commission; to the Committee on Roads.

421. Also, petition of Grand Lodge No. 171, Benevolent and
Protective Order of Elks, urging deportation of all undesirable
aliens ; to the Committee on Immigration and Naturalization.

492, Also, petition of Allied Council of the American Shoe and
Leather Industries, opposing discrimination by Indian Govern-
ment to tanners of the British Empire; to the Committee on
Ways and Means.

493. By Mr. THOMPSON : Petition of Boiler Makers, Local
No. 409, Van Wert, Ohio, opposing Cummins bill and supporting
Sims bill; to the Committee on Interstate and Foreign Com-
merce. :

424, By Mr. YATES: Petition of Roger Casement Branch of
Friends of Irish Freedom, by Thomas Bolger, secretary, Me-
Henry, I1L, urging the support of the claims of the Irish republic
to recognition by our Goyvernment ; to the Committee on Foreign
Affairs.

425. Also, petition of George N. Carlson, Waukegan, Tll., urg-
ing the early pessege of House bill 4987, known as the Mason
bill; to the Ccmmittee op Military Affairs.

420. Also petition of Landis Lodge, No. 342, Brotherhood of
RNailway Tlerks, Chiengo, 1L, protesting against the Cummins
Lill; to the Committee on Interstate and Foreign Commerce.

427, Alvo, petition of D. W, Williams, Chicago, IIL, urging the
pary passage of House bill 4987, the Mason bill; to the Com-
mhtes on AMilitary Affairs

SENATE.
Turspay, December 16, 1919,

The Senate met at 11 o'clock a. m.

The Chaplain, Rev. Forrest J, Prettyman, D. D., offered the
following prayer:

Almighty God, we invoke Thy divine blessing upon us to-day
as we come facing the responsibilities which press upon us,
duties that are so far-reaching in their implications. We seek
God's guidance and blessing that we may be not only
after the manner of men but men inspired by the spirit of God
for these solemn responsibilities of life. Hear us and equip
us for our duties to-day. For Christ's sake. Amen.

The Secretary proceeded to read the Journal of the proceed-
ings of the legislative day of Friday, December 12, 1919, when,
on request of Mr. Joxes of Washington and by unanimous con-
sent, the further reading was dispensed with and the Journal
was approved.

Mr. GAY. Ar. President, I suggest the absence of a quorum.
The VICE PRESIDENT. The Secretary will eall the roll.
The Secretary called the roll, and the following Senators an-

swered to their names:

-

Ball ' Hale McLean Smith, Ga.
Bankhead Harding McNary Smith, 8. C.
Calder Harris Moses SBmoot
Capper Harrison Nelson Spencer
Cu{’bermn Henderson New Stanley
Cummins Johnson, 8. Dak. Newberry Sterling
Curtis Jones, N. Mex. Norris Sutherland
Dial Jones, Wash, Nugent Thomas
Dillingham Kendrick Overman Townsend
Ed Kenyon Pa Trammell
]E}lﬁens Keyes Phipps Walsh, Mont.
Fernald King Poindexter Warren
Fletcher nox Pomerene Watson
E‘rn:ﬂm : a Fol:lteth - Wolcott
nghuysen o0 ep)
Gay " MeCormick Sherman
Gronna McKellar Bimmons

Mr. WALSH of Montana. I desire to announce that the
Senator from Nebraska [Mr, HrrcHcock] and the Senator from
Oregon [Mr. CEaupeRrAIN] are absent on public business.

Mr. SHEPPARD. I have been requested to announce that
the Senator from Virginia [Mr. Swaxsox] is detained by
illness in his family.

Mr. McKELLAR. The Senator from Arizona [Mr, AsuuUrst],
the Senator from Kentucky [Mr. BeckHAM], the Senator from
Arkansas [Mr. Kmey], the Senator from Maryland [Mr.
Sarrral, and the Senator from Massachusetts [Mr. Warsu]
are absent on official business.

Mr. BANKHEAD. I wish to announce that my colleague
[Mr. UxpErwoon] is detained from the Senate on public busi-

ness,
The VICE PRESIDENT. Sixty-five Senators have answered
to the roll call. There is a quorum present,

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO,

PERSONAL EXPLANATION—TREATY OF PEACE.

Mr. WALSH of Montana. Mpr. President, the Washington
Post of this morning contains an article in which reference is
made to an alleged interview with myself on yesterday. The
part to which I refer reads as follows:

Senator WarsH of Montana, who was the chief rellance of the

adﬂjnintraﬂon Senators throughout the heated debates on the treaty,
aa 4

e De::’oératic Senators are inwa seething over the position
taken by the President. They are all wondering whether the statement
was 1y written by the President or by some cheap politician assum-
ing to speak the President’s mind.”

Referring to what purported to be a statement emanating
from the White House a few days ago. Prominence is given
to that part of the article by a reference to it in the large
headlines of the article.

I acknowledge the high compliment paid me in the article
by referring to me as “the chief reliance of the administra-
tion Senators™ in connection with the treaty; but I desire to
say that there is no foundation whatever for the assertion that
I so expressed myself. T made no such statement to anybody,
at any time, or at any place. Indeed, I did not even comment
to anybody on the statement referred to, coming from the
VWhite House; and I will add that I know of no such sentiment
or state of mind among my colleagues on this side of the
Chamber.

I make this statement not so much in exoneration of myself
as to apprise the public as to how reliable some of the reports
in the press are,

DISTRIBUTION OF DOCUMENTS.

The VICE PRESIDENT laid before the Senate a communica-
tion from the of the Interior, transmiting, pursuant
to law, a statement showing the documents receivedy and
distributed by the Department of the Interior during the
ﬂsg:l egear 1919, which was ordered to lie on the table and be
printed. b

WOMAX SUFFRAGE.

The VICE PRESIDENT. The Chair lays before the Senate
a certified copy of a joint resolution adopted by the Legisla-
tive Assembly of the State of North Dakota ratifying the pro-
posed amendment to the Constitution of the United States
extending the right of suffrage to women. The joint resolu-
tion will be printed in the Recorp and placed on the flles of
the Senate,

The joint resolution is as follows:

BSpecial session of the Bixteenth Legislative Assembly, State of North

Dakota, n_and held at the eapitol in the city of Bismarck, on
Tuesday, the 25th day of November, 1919.

8. B, No. 1. A joint resolution ratifying a pro amendment to the
Constitution of the 'Enlted m

Be it enacted by the Legislative Assemdly of the SBtate of North
Dakota—

Whereas ibhe Sixty-sixth Cﬁrm of the United States of America, at
the first session begun and held at the ¢ity of W n on AMon-
day, the 19th day ofm. 1919 lﬂn constitutional ority of two-
thirds thereof, made ssed following pro to amend the
Constitution of the United States of America in followin wo:l'dt:.

nstita-

to wit: “Joint resolution Fropoa!ng an amendment to the
tion extending the right of suffrage to women.”

Resolved by the Senate and House of Representatives of the United
States of America in_ Congress assembled (two-thirds of each House
concurring therein), That the following article is p
ummndmen:‘to ‘l]:g %‘e Constitution when ratified by the legislatu

rt o stitution w B 8 res
gf mmfonr?ﬁs of the peveral States. 4

“Article —.

“The right of citizens of the United States to vote shall not be
denied or abridged by the United States or by any State on account of
20X,

“ Congress shall have power to enforce this article Ly appropriate

legislation " : Therefore be It
of the Blale of Norih Dalota,
b

Resolved Ly the Legislative Assembly
duly convened, That the said foregoing amendment to the
be, and the same is

Constitntion of the United States of Ame
b{t the Legislative Assembly of the State of North

as am

hereby, ratified
Dakota: And be further s

Resalved, That certified copies of this jolnt resolution he forwarded
by the governor of this SBtate to the Becretary of State for the United
States of America, at Washington, D. C., and to the President of the
Senate and the Speaker of the House of Representatives of the
National Congress. A

Approved December 5, 5,43 p. m., 1019,

Lyxx J. Frazien, ‘
Gaverior,
BB

. Woop,
Pregident af the Benate,
w‘g. Sy, o the Benat
cere of the Senate,
1. L. Bran, .
BpukTer of the House,

Geo. A. Torrex, Jr,
Chief Clerk of the House,
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This certifies that the within bill originated in the Senate of the
Sixternth Legislative Assembly of the State of North Dakota, and is
known on the records of that y as Senate bill No. 1.

W. I. PraTER, Secretary of the Senate,

Filed in this office at 2 o'clock p. m., this S8th day of December, 19190,

THoMAS HALL,
Secrstm}-g of State.
By MivricE W. DUFFY,

ber 5, 5.4 1919, e
Approved December 5.45 p. m. g
o : ™ : Lyxx J. FrazIER, Governor.

PETITIONS AND MEMORIALS.

Mr. SIMMONS presented a petition of Local Lodge No. 1155,
Benevolent and Protective Order of Elks, of High Point, N. O,
praying for the enactment of legislation providing for the sup-
pression of Bolshevism and the deportation of undesirable
aliens; which was referred to the Committee on Immigration.

He also presented resolutions adopted by the faculty of
Mount Holyoke College, South Hadley, Mass., and of the Philo-
musian Club of Philadelphia, Pa., favoring the early ratifica-
tion of the peace treaty, which were ordered to lie on the table.

Mr. TOWNSEND presented a petition of the Mitts Branch
of Women’s Christian Temperance Union, of Port Huron, Mich.,
and a petition of the faculty of Adrian College, Adrian, Mich.,
praying for the immediate ratification of the peace treaty with
certain reservations; which were ordered to lie on the table,

He also presented a petition of William C. Stark Post No. 97,
American Legion, of Adrian, Mich., praying for the enactment
of legislation providing for the protection of the country from
undesirable aliens; which was referred to the Committee on
Immigration.

He also presented a petition of the Credit Men's Association
of Grand Rapids, Mich., praying for the enactment of legisla-
tion providing for a budget system, which was referred fo the
special committee to devise a plan for a national budget system.

Mr. HARRISON presented a petition of Local Lodge No. 606,
Bendvolent and Protective Order of Elks, of Biloxi, Miss,, and
a petition of Local Lodge No. 1120, Benevolent and Protective
Order of Elks, of Pascagoula, Miss., praying for the enactment
of legislation providing for the deportation of undesirable
aliens ; which were referred to the Committee on Immigration.

Mr. JOHNSON of South Dakota presented petitions of sun-
dry citizens of Spencer, Lake Preston, Lane, Cavour, Sisseton,
and Wessington, and of the Young Men's Booster Association
of Sioux Falls, all in the State of South Dakota, praying for
the exemption of lyceum courses from the provisions of the
so-called * luxury tax,” which were referred to the Committee
on Finance.

He also presented a petition of the faculty of the Dakota
Wesleyan University, Mitchell, 8. Dak., praying for the early
ratification of the treaty of peace with Germany, which was
ordered to lie on the table,

Mr. CAPPER presented petitions of sundry citizens of Enter-
prise, Peru, and Hill City, all in the State of Kansas, praying
for the repeal of the so-called “luxury tax” on Chautauqua
tickets, which were referred to the Committee on Finance.

He also presented a memorial of Local Union No. 356, Amal-
gamated Sheet Metal Workers International Alliance, of Par-
sons, Kans,, remonstrating against the passage of the so-called
Esch railroad bill and favoring a two years' extension of Gov-
ernment operation of railroads, which was referred to the Com-
mittee on Interstate Commerce.

He also presented a petition of Local Lodge No. 1127, Benev-
olent and Protective Order of Elks, of Great Bend, Kans., pray-
ing for the enactment of legislation providing for the deporta-
tion of undesirable aliens, which was referred to the Commit-
tee on Immigration. -

Mr. SUTHERLAND presented a petition of Local Lodge No.
282 Benevolent and Protective Order of Elks, of Moundsville,
W. Va., praying for the enactment of legislation providing for
the deportation of undesirable aliens, which was referred to the
Committee on Immigration.

Mr. FLETCHER. I ask to have printed in the REcorp certain
extracts, telegrams, resolutions, and letters which I have re-
ceived relative to the ratification of the treaty of peace with
Germany.

‘There being no objection, the matter referred to was ordered
to be printed in the REcorD, as follows:

METHODISTS ASK BENATE TO PASS PEACE TREATY.
LAKELAXD, December 11,

Pursuant to previous announcements, the seventy-sixth session of the
Florida annuoal conference of the Methodist Episcopal Church South
met in_the Methodist Church here yesterday morning at 9 o'clock,
Bishop Warren A. Candler, of Atlanta, Ga., presldini.'e

The following resolutions, offered by Edward F. vy, D. B. Bweat,
W. A. Myers, and C. Fred Blackburn, after many amendments were de-
feated and live speeches were made, were adopted :

*“Whereas the Senate of the United States has given much time to the
consideration of a treaty of peace prepared by the Hon., Woodrow
Wilson, President of the United'Stat , to the Senate for adoption ; and

“ Whereas the unsettled conditions of our own Natlon, as well as the
nations of the world in general, are in a measure due to the lack
of the adoption of a treaty of peace by our Government; and

“Whereas the text of the treaty submitted by Mr. Wilson is as nearly
complete and satisfactory as any that we believe is possible at this
time: Therefore be it

“ Resolved, That thls conference, representing a constituency of
40,000 citizens of our Commonwealth, respectfully but ur§ent1 request
the Senate of the United States to adopt, as early as possible, the peace
:rr?ﬁtt g&bmitted by Mr. Wilson, without material amendments or res- .

]

“ Resolved, That the secretary of this conference wire immediately a
copy of these resolutions to President Woodrow Wilson and Vice Presi-
dent, the Hon. THoMAS R. MarsHALL, President of the Benate, and to
the two Senators from Florida, the Hon, DuNcAN U. FLETCHER and Hon.
Parx M. TRAMMELL,”

[From the Tampa Morning Tribune.]
THE APPEAL FOR THE TREATY,

The case with regard to the treaty and the league of nations covenant
Is well put in a letter written by a Newport (R. I.) man in the form of
an address to the United States Senate. He presents to the Senators
certain facts which they appear to have overlooked in their desire to
serve prejudice,

Here is what he has to say to them:

“There are 8,000,000 dead men -watching you every moment and
listening to your every word. Picture these men as ranged around you
while you talk. Imagine the Senate Chamber to be surrounded by
ascending tlers of seats in circles that ever rise until 8,000,000 dead
young men are seated and watching you with their sightless eyes.

“There they are, tlemen. You can not escape from them. There
they are, all dead and all young. Eight million beautiful young men, the
pick of the human race, and every one of them a corpse. et every
one of these beings, with sunken eyes, is gazing at you, calling to you,
raising his bony hands in appeal.”

The idea of the new rellowshigeuf peoples as contalned in the league
of nations is too fine a thing to cast lightly aside. The votes on the
league at the last session showed that two-thirds of the Senate, with a
clear sentiment of the country behind them, are eager that the United
States should accept the treaty and covenant, They realize that the
peace of the world can not be preserved except by the mutual trust, co-
operation, and good faith of America and Europe. They look upon the
league as an effort to do what all sane peoples should desire and do
desire, They should give it a fair and earnest trial. 3

New Yorg, N. Y., December 15, 1919,
Senator DuxcaNy T. FLETCHER, i ; 4

Washington, D. 0.

To the PRESIDEXT oF THE UNITED STATES AND TO THE MEMEBERS OF THE
BENATE OF THE UNITED STATES.

GENTLEMEN : The board of directors of the Merchants' Association of
New York, believing that there is a moral and an cconomic obligation
resting upon the United States of America promptly to act upon the
treaty of peace, which has been under consideration for many months,
presents this petition. With the utmost earnestness we respectfully
appeal to you to make such mutual concessions as will permit an imme-
diate ratification of the peace treaty, with such reservations as will,

ther now or later, permit our participation in a league of nations
without impairing the safety or the sovereign powers of the United
SBtates. We therefore call on you, Mr. President, to resubmit the draft
of the pro‘l:maed treaty to the Senate, In order that its immediate fur-
ther consideration may be imposed upon that body. We eall upon you,
gentlemen of the Senate, promptly to act on the ce treaty, with such
reservations as will now or later permit our participation in a leagne of
nations without surrender of the sovereign powers of the United Biates.
No pride of opinion, no desire for partﬂlan benefit, should prevent or
further delay them until concessions, which apparently alone will
bring formal ratification of peace, and thus permit the concentration of
Congress and our people upon definite measures necessary to ald our
own and European recovery from war conditions.

Respectfully submitted.

THE BoArD oF DIRECTORS OF THE
MERCHANTS' ASSOCIATION OF NEW YORE,
By WiLLiaM FELLOWS MORGAN, President,

AMERICAN SUPPLY & MACHINERY MANUFACTURERS’ ASSOCIATION,
OFFICE OF SECRETARY TREASURER, 4%06 “;'omiw?'nx Igé:mnmo,
cic Yor ecenm -

To the Hon. DuNCAN U. FLETCHER. S d ot

Resolution unanimously passed by our officers, excentive committee, and
advisory board in special session at the Waldorf-Astoria Hotel, New
York, December 9.

DeAr Smr: As the American Supply & Machinery Manufacturers’
Assoclation is %urely a business na.soc{atlou and avo’ids even the ap-

rance of partisanship in pollties, it is thought that an expression of
udgment that includes the desires of both our Republican and Demo-
cratic members as to your current action upon the treaty with Ger-
many and the leagoe of nations will have your respectful and serious

consideration. .
QOur industry, as you doubtless realize, iz one of the ke

in the restoration of industrial life thmufhaul: the worl(!.y

perity is not only essential to a quick return of Industr

conditions, but in view of the loss of man power b

e;g must multiply the efficiency of labor if mankind is to be properly

fed, clothed, and sheltered. . .

We note with alarm the serious decrease in production and the
tendency of the peoples of the world to live for and unto themselves.
We note the arrogance of the rulers of Germany and, on the other
hand, the pleadings of our recent allies and the weak nations for help
and protection against policies that make for war,

It 1= the judgment of our people, and, we believe, all true Amerl-
cans, that a treaty be signed without delay. We ask that ameng our
statesmen in the Senate a spirit of concession prevail. We say to you
in all seriousness that disaster will follow a further delay caused either
by obstinacy of opinion or partisanship. <

As the effects of sigtainf are not unalterable, and as immediate
action is necessary to save the industry of the country, we, the Repub-
licans and Democrats in this great industry, hereby respectfully voice
our demand for a signed treaty.

Geo. T. BAILEY, President.

industries
Its pros-
to normal
warfare, machin-
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Mr. FLETCHER. I also present resolutions adopted by St
Johns Post No. 37, American Legion, of 8t. Aungustine, Fla.,
which I ask to have printed in the Recorp and referred to the
Committee on the Judiciary.

There being no objection, the resolutions were referred to
the Committee on the Judiciary and ordered to be printed in
the Reconp, as follows:

A0 (;:_-rr (Iil‘rl S-rbAmum!]rjs, i
E gustine, ., December 11,
Senator D. U, FLETCHER, 5 3 )

Washington, D. O,

MY Drir Spxator : Inclosed find mit}f of resolution l\o 135 which is
self-explanatory. The city administration of the ci f St. Augustine,
Fla., appreciates your supporting any Jegislation at will assist in
upholding law and oraer of our land an press any unlawful act or
acts that may be committed by those mcl to be un-American.

Very truly, yours,
ErvcEsE MAsTERS,
City Manager,
Resolution 135, Introdnced by Commissioner Lopez.
Whereas Bt. Johns Post, No. 37, the American Legion, has requested
that the dly of Bt. Augustine, ¥la., express itself to our United States
Senators and resentauves in the Congress of the United States

relative to ri slatlon in reference to the un-Amerium acts of
the Industria o World who have been disseminating
pmpng&tdﬂ. of the most annrchlxtlc type and who have counseled ncts
of vi d for the law ;

and

Whereas the clty commission of the city of Bt. Augustine, Fla., mindful

of the history of our country and of the trials through which our

Government bas gone, snd knowing full well that these United States

can only exist upon prlnc?&les founded upon the firm basis of loyalty,

Justice, and patriotism : erefore be it

Resolved, That our honorable United States SBenators and our honor-
able Represoltntives in the lower IHouse of the Congress be, and they are
hereby, urged and to vote for, support, and uphold their fel-
low statesmen in the battle for Americanizm which is being now waged,
and to make every effort to secure the passage of rigid laws for the sup-
pression of crime, especially those grades of crime which are almed at
the very heart of free guvernmnt, ee institutions, and the enjoyment
of liberty ; and be it further

Repolved, That a copy of these resolutions be maliled to each of our
I'epresentatires in the Congress, a4 copy to the local post of the Ameri-
can Legion, and a copy be handed the press of our city.
X Panie‘;l in open session of the commission this 2d day of December,

H. W. Davis, dcting Mayor.
Attcnt
C. G. OLDFATHER,
City Auditor and Clerk.

[Seal of the elty of St. Augustine.]
FRANCIS . PEABODY.

Mr, SHERMAN, Mr. President, T ask unanimous consent to
present a telegram from 400 coal dealers in Chicago protesting
angainst the appointment of Francis 8. Peabody on the commis-
sion to settle the wage scale of soft-conl miners. T ask that it
be printed in the Recorp but not read. It is very short.

There being no objection, the telegram was ordered to be
printed in the Recorp, as follows:

Cr1cAGO, ILL., December 12, 1919,
Benator L. Y. SHERM
The l\oﬂhumb«hw, Wasghington, D. C.:
Four hundred independent coal dealers of Chieago protest against the
appointment of Francis 8. Peabody as a representative on the commis-

ston to be a ted by the President to settle the scale of the
United Mine Workers, for the reason that we do not believe the public
will as George W. Reed, local foel sdministrator ap-

t a fair deal,
pomtgfl by Dr. Ga.rﬁe!d as his representative, has discriminated against
e independent coal companies in Chieago, he bﬂ% vice president of
the Peabody Coal Co. at Chicago and ux!ngp ce to forther the
interests of conl companies dominated by the ii'abo ;Zoul Co,
. URKE,
Seereiary Independent Coal Dealers’ Organization
Committee of Chicago.

REGULATION OF STREET TEAFFIC IX WASHINGTON CITY. *

Mr. SHERMAN. I also ask unanimous consent to present
for the 12th of December, the 24 hours ending at that time, the
usual list of personal injuries to persons run over by automo-
biles in the city of Washington. I ask that it be printed in the
TECORD,

There being no objection, the list was ordered to be printed in
the Recorp, as follows:

YWouAx 18 FELLED BY AUTO AXP KiLLEp—Many JacksoN, CoLoreD, Digs
AT HOSPITAL—BARY BARELY ESCAPES DEATH.

[From the Evening Star, Dec. 12.]

“A fatal traffic accident occurred at Twenty-fourth and L
Streets last night about 745 o'clock, a colored woman about 55
years old, giving her name as Mary Jackson, being knocked
down by an automobile and so badly injured that she died at
Emergency Hospital at 315 o'clock this morning.

“Andrew J, Parker, 426 Eleventh Street NE., and Mrs. Maud
PParker, his wife, were occupants of the antomobile. It is stated
that the automobile was going east on L Street, and that the
colored woman, walking north on Twenty-fourth Street,
directly in front of the moving car, the driver being unable to
bring the vehicle to a stop in time to prevent the accident,

MOTORIST GIVES FIRST AID.

“ Quickly stopping his automobile, Mr. Parker rendered first
aid and took the sufferer to Columbia Hospital. Later she was
transferred to Emergency Hospital, where she died. She man-
aged to tell hospital attendants that her name was Mary Jack-
son, but was unable to give her address before lapsing into
unconsciousness,

* Death resulted from an injury to her head, pelice reported.
Mr. Parker explained fo the police the circumstances under
which the accident occurred and will appear at an inquest at
the morgue this afterndon.

BABY BARELY ESCAPES DEATH.

* Beores of pedestrians at Fourteenth and G Streets about 4.30
o'clock yesterday afternoon witnessed a traffic accident in which
Francis R. Bell, jr., 2 years old, 1819 G Street, narrowly escaped
death. The litﬂa fellow, nccompsnied by his parents, was being
pushed in a perambulator, when an Army motor track suddenly
appeared and struck the ontﬂt.

*“The child, it was feared, had been crushed by the heavy
vehicle, but parents and spectators quickly learned that he had
only received slight bruises and was shocked. He was taken to
Emergency Hospital. J. L. Morton, 811 Florida Avenue, was
driver of the truck.

OTHER COLLISIONS.

“A collision befween the automobiles of Donald Frenzel, Fair-
fax, Va., and Carl Bell, 1248 Twenty-seventh Sireet, occurred
at Thirty-first and M Streets shortly after 2 o'clock this morning.
The Virginian’s car was badly damaged, but its oecupant
eseaped injury.

“ Harry Fowler, 14 years old, 314 Tenth Street SE., rode his
bieycle against an automoblle at Peunsylvania Avenue and
Elghth Street SE. yesterday afternoon. His wheel was dam-
aged, but he was not hurt.

“Automobiles of H. L. Rust, 912 Fifteenth Street, and L. E.
Hutehinson, 1814 Fourteenth Street, collided at Fifteenth and T
Streets yesterday afternoon and were badly damaged.”

REPORTS OF COMMITTEE ON CLATMS.

Mr. SPENCER, from the Committee on Claims, to which was
referred the bill (8. 3422) authorizing the Commissioner of
Internal Revenne to refund any amount imposed as a penalty
for failure to pay income tax within a specified time, asked to
be discharged from its further consideration and that it be re-
ferred to the Committee on Finance; which was agreed to.

He also, from the same committee, to which were referred the
following bills, reported them severally without amendment and
submitted reports thereon:

H. R. 683. An act for the relief of Wiilinm E. Johnson (Itept.
No. 330) ;

L R.1812. An act making an appropriation to compensate
James M. Moore for damages sustained while in the service of
the Government of the United States (Rept. No. 331) ;

H. I&. 5348. An act for the relief of Mrs. Thomas McGovern
(Rept. No. 332) ; and

H. R.5665. An act for the relief of Carlow Avellina (Rept.
No. 333).

GEORGE B. GATES.

Mr. SPENCER, from the Committee on Claims, reported the

following resolution (8. Res. 262) :

Resolved, That the bill (8. 267 n) entitled “A bill to compensate Geor; rge
B, Gates for the infringement of his letters patent by the United States,”
now pending in the Senate, together with all the ucompahylng papers,

be, and the same is hereby, referred to the Court of Claims, in pursuance
of the provisions of an act entitled *“An act to codify, revi a.nd amend
the laws relating to the udiriary. gpm\‘ed March 3, 19 and

gald court shall proceed with the same in aceordance with the prov[slons
of such act and report to the Senate in accordance therewith.

SALARIES OF FIREMEN IN THE DISTRICT OF COLUMBIA.

Mr, CALDER. At the special session of Congress a bill was
passed readjusting the pay of policemen in the city of Washing-
ton, There is a bill which goes with that, another measure read-
justing the pay of the firemen of the city of Washington. I have
been directed by the Committee on the District of Columbia to
report back favorably with an amendment the bill (H, R, 10137)
to amend an act entitled “An act to classify the officers and
members of the fire department of the District of Columbia, and
for other purposes,” approved June 20, 1906; and for ofher pur-
poses, and I submit a report (No. 329) thereom I ask unani-
mons consent for the present consideration of the bill,

Mr, McLEAN, - Mr, President——

Mr, CALDER. I think it will not take more than two or three
minntes. I will withdraw the consideration of the bill if it takes
more than five mintites,

NMr. THOMAS., It was tacitly understood that the adjourn-
ment was had for the purpose of giving the Senator from Con-
necticut [Ar, McLEAN] an opportunity to call up the confer-
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ence report on the banking bill, and I think we should observe
that understanding. I therefore object to the consideration of
this bill this morning.
The VICE PRESIDENT. The bill will be placed on the
calendar.
WHITE RIVER DRIDGE, ARKANSAS.

Mr. SHEPPARD. From the Committee on Commerce I re-
port back favorably, without amendment, the bill (S. 8371)
authorizing Gordon N. Peay, jr., his heirs and assigns, to con-
struet, maintain, and operate a tell hridge and approaches
thereto ncross the White River, and I submit a report (No. 334)
thereon. I direct the attention of the Senator from Arkansas
[Mr. Kmey] to the measure.

Mr. KIRBY, I ask for the immediate consideration of the
bill.

There being no objection, the bill was considered as in Com-
mittee of the Whole, and it was read as follows:

Be it enacted, etc., That Gordon N. Peay, jr., his heirs and assigns,
be, and they are hereby, authorized to construct, maintain, and operate
a toll bridge and approaches thereto across the White River at a point
suitable to the Interests of mavigation, within or near the limits of
the town of Des Are, in the county of Prairie, in the State of Arkansas,
in mccordance with the provisions of the act entitled “An act to regu-
e the construction of bridges over navigable waters,” approved
March 23, 1906.

Sec. 2. That the right to alter, amend, or repeal this act is hereby
expressly reserved,

The bill was reported to the Senate without amendment, or-
dered to be engrossed for a third reading, read the third time,
and passed.

BILLS INTRODUCED.

Bills were introduced,.read the first time, and, by unanimous
consent, the second time, and referred, as follows:

By Mr. KNOX:

A bill (8. 3556) for the relief of Frank Schoble, jr.; to the
Committee on Military Affairs.

By Mr. HARRISON :

A bill (8. 3557) granting a pension to Charles B. Crawford ;
to the Committee on Pensions,

By Mr. OVERMAN

A bill (8. 3558) authorizing the establishment of a forest
experiment station at Asheville, N, C.; to the Committee on
Agriculture and Forestry; and

A Dbill (8. 3559) for erecting a suitable memorial to Sir Walter
TRtaleigh; to the Committee on the Library.

By Mr. FERNALD:

A bill (S. 8360) granting a pension to Russell 8. Beckwith
(with accompanying papers) ; to the Committee on Pensions.

By Mr. HARDING :

A bill (S. 8561) granting an increase of pension to John D.
Halbert; and

A bill (S. 8562) granting an increase of pension to Harry
Coyan; to the Committee on Pensions.

By Mr. POINDEXTER :

A bill (8. 3563) extending the period of limitations for the
commencement of actions for the punishment of violators of the
draft act approved May 18, 1917, and amendments thereto; to
the Committee on the Judiciary.

AMENDMENT TO RAILROAD CONTROL BILL.

Mr. FRELINGHUYSEN submitted an amendment intended
to be proposed by him to the bill (S. 3288) further to regulate
commerce among the States and with foreign nations, and to
amend an act entitled “An act to regulate commerce,” approved
February 4, 1887, as amended, which was ordered to lie on the
table and to be printed.

LUDWIG C. A. K. MARTENS.

Mr. KENYON submitted the following resolution (S. Res.
263), which was referred to the Committee to Audit and Con-
trol the Contingent Expenses of the Senate:

Whereas one Ludwig C. A, K. Martens claims to be an ambassador to
the United States from the Russian Soviet Government; and
Whereag aceording to newspaper reports he refuses to answer certain
questions before the Lusk Investigating Committee in the city of
New York, a committee appointed to investigate propa nda agalnst
this Government, on the ground that he is such am assador and
entitled to diplomatic privileges; and
Whereas sald Martens has headquarters in the city of New York and is
alleged to be t‘lirect'lnf Pro aganda aiue]nst this Government; and
Whereas according to this testimony before sald Lusk committea he
eame to this country as a German cltizen and is a member of the
Communist Party, pledged to overthrow capitalistic systems of gov-
ernment the world over; and
Whereas said Martens, according to his said testimony, regards this
Government as a capitalistic government : Now, therefore, be it
Resolved, That the Committee on Foreign Relations is hereby author-
ized and directed, throu%h the full committee or through any subcom-
mittee thercof, to investigate as speedily as possible the status of sald
Martens, what alleged government or power in Europe he represents;
what, if any, recognition of any kind has been accorded him by this
Government ; whether or not he is an alien enemy; what propagand
if any, he is carrying on for the overthrow of governments, and n?]

and

facts and circumstances re]ntinf to his activities in this countr,
a nate

his nlleged diplomatic representation, and make report to the
of such findings.

The said committee 1s hereby empowered to sit and act at such time
and place as it may deem necessary; to require, by subpena or other-
wise, the attendance of witnesses, the production of books, papers, and
documents ; to employ stenographers, at a cost not ex lng'SB{ per
printed page. The chairman of the committee, or any member thereof,
may administer oaths to witnesses. Subpenas for witnesses shall be
issued under the signature of the chairman of the committee or sub-
committee thereof. Every Rers«on who, having been summoned as a
witness by authority of said committee or any subcommittee thereof,
willfully makes default, or who, having appeared, refuses to answer
any riuestion pertinent to the investigation heretofore authorized, shall
be held to the penalties provided by section 102 of the Revised Statutes
of the United States,

The expense thereof shall be pald from the contingent fund of the
Senate on vouchers ordered by said committee, signed by the chairman
thereof and approved by the Committee on Contingent Expenses.

HISTORY OF THE WASHINGTON KAVY YARD,
AMr, STANLEY submitted the following resolution (S. Res.
264), which was referred to the Committee on Printing:
Resolved, That there be reprinted and extended to date Senate Docu-
ment No. 22, 1889, “A History of the Navy Yard, Washington, Ii { 8
HAMILTON V. KENTUCKY DISTILLERIES & WAREHOUSE CO.

Mr. GORE. Mr. President, I ask unanimous consent to have
printed in the Recorp and to have printed as a public doecu-
ment the opinion of the Supreme Court of the United States
in the so-called war-time prohibition case, being the case of
Hamilton against Kentucky Distilleries & Warehouse Co.

The VICE PRESIDENT. Without objection, it is so ordered.

The opinion is as follows:

SUPREME COURT OF THE UNITED STATES,
(Nos. 589 and 602.—October term, 1919.)

589. Elwood Hamilton, Collector of Internal Revenue, appellant,
v. Kentucky Distilleries & Warehouse Co. Appeal from the
District Court of the United States for the Western District
of Kentucky.

602. Alphons Dryfoos, Eugene Blum, and Eugene Bascho, ap-
pellants, v. William H. Edwards, Collector of Internal RReve-
nue. Appeal from the District Court of the United States for
ithe Southern District of New York.

[Dee. 15, 1919.]

Mr Justice Brandeis delivered the opinicn of the court.

The armistice with Germany was signed November 11, 1918,
Thereafter Congress passed and, on November 21, 1918, the
President approved the war-time prohibition act (ch. 212, 40
Stat. 1045, 1046), which provides as follows:

“ That after June 30, 1919, until the conclusion of the present
war and thereafter until the termination of demobilization, the
date of which shall be determined and proclaimed by the Presi-
dent of the United States, for the purpose of conserving the man
power of the Nation, and to increase efliciency in the production
of arms, munitions, ships, food, and clothing for the Army and
Navy, it shall be unlawful to sell for beverage purposes any
distilled spirits, and during said time no distilled spirits held in
bond shall be removed therefrom for beverage purposes except
for:export...%- *. *

On October 10, 1919, the Kentucky Distilleries & Warehouse
Co., owner of distillery warehouses and of whisky therein,
brought in the District Court of the United States for the
Western Distriet of Kentucky a suit against Hamilton, collector
of internal revenue for that district, alleging that the above act
was vold or had become inoperative and praying that he be
enjoined from interfering, by reason of that act, with the usual
process of withdrawal, distribution, and sale of the whisky in
bond. The case was heard before the district judge on plaintifi’s
motion for a preliminary injunction and defendant’s motion to
dismiss. A decision without opinion was rendered for the
plaintiff; and, the defendant declining to plead further, a final
decree was entered granting a permanent injunction in-accord-
ance with the prayer of the bill. A similar suit seeking like
relief was brought on October 29, 1918, by Dryfoos, Blum & Co,
in the District Court of the United States for the Southern Dis-
trict of New York against Edwards, collector for that district.
That case was heard on November 5 before the district judge on
like motions for a preliminary injunction and to dismiss. An
opinion was filed November 14, 1919, holding the act in force.
and on the following day a final decree was entered dismissing
the bill.

The essential facts in the two cases differ in this: In the Ken-
tucky case the whisky was stored in a distillery warehouse; the
plaintiff was the maker of the whisky ; had owned it prior to the
passage of the act; and had, since June 30, 1919, paid the revenue
tax on part of it. In the New York case the liquors were in
general and special bonded warehouses; the plaintiffs were job-
bers, and it does not appear when they became the owners of the
liquors. Both cases come here by direct appeal under section
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238 of the Judicial Code, were argued on the same day, and may
be disposed of together. Four contentions are made in support
of the relief prayed for: (1) That the act was void when enacted
because it violated the fifth amendment; (2) that it became void
before these suits were brought by reason of the passing of the
war emergency: (3) that it was abrogated or repealed by the
eighteenth amendment; (4) that by its own terms it expired
before the commencement of these suits. These contentions will
be considered in their order.

First. Is the act vold because it takes private property for
public purposes without compensation in violation of the fifth
amendment? The contention is this: The Constitution did not
confer police power upon Congress. Its power to regulate the
liquor traffic must therefore be sought for in the implied war
powers; that is, the power “to make all laws necessary and
proper for carrying into execution” the war powers expressly
granted. (Art, I, sec, 8, clause 18.) Congress might under
this implied power temporarily regulate the sale of liquor and,
if reasonably necessary, forbid its sale in order to guard and pro-
mote the efficiency of the men composing the Army and the Navy
and of the workers engaged in supplying them with arms, muni-
tions, transportation, and supplies.  (McKinley v. United States,
249 U. S., 397, 300.) But the exercise of the war powers Is, ex-
cept in respeet to property destroyed by military operations
(United States v. Pacific Railroad, 120 U. 8., 227, 239), subject
to the fifth amendment (United States v. Russell, 13 Wall,
623, 627). The severe restriction imposed by the act upon the
disposition of liquors amounts to a taking of property ; and being
uncompensated would, at least as applied to liquors acquired
before the passage of the act, exceed even the restriction held
to be admissible under the broad police powers possessed by the
States. Therefore, since it fails to make provision for compen-
sation, which in every other instance Congress made ‘when
authorizing the taking or use of property for war purposes,’ it is
void. Such is the argument of the plaintiffs below.

That the United States lacks the police power, and that this
was reserved to the States by the tenth amendment, is true. But
it is none the less true that when the United States exerts any
of the powers conferred upon it by the Constitution, no valid
objection can be based upon the fact that such exercise may be
attended by the same incidents which attend the exercise by a
State of its police power, or that it may tend to accomplish a
similar purpose. Lottery Case (188 U. 8., 321, 357) ; McCray .
United States (195 U. 8., 27) ; Hipolite Egg Co. v. United States
(220 U. 8., 45, 58) ; Hoke v. United States (227 U. 8, 308, 323) ;
Seven Cases ». United States (239 U. 8., 510, 515) ; United States
». Doremus (249 U. 8., 86, 93-94). The war power of the United
States, like its other powers and like the police power of the
States, is subject to applicable constitutional limitations (Ex
parte Milligan, 4 Wall,, 2, 121-127; Monongahela Navigation Co.
v. United States, 148 U, 8., 312, 336; United States v. Joint
Traffic Association, 171 U. 8., 505, 571; McCray v. United States,
195 U. 8., 27, 61; United States v. Cress, 243 U. §., 816, 320) ;
but the fifth amendment imposes in this respect no greater limi-
tation upon the national power than does the fourteenth amend-
ment upon State power. (In re Kemmler, 136 U. 8., 436, 448;
Carroll ». Greenwich Insurance Co., 199 U, S,, 401, 410.) If the
nature and conditions of a restriction upon the use or disposition
of property is such that a State could, under the police power,
impose it consistently with the fourteenth amendment without
making compensation, then the United States may for a per-
mitted purpose impose a like restriction consistently with the
fifth amendment without making compensation ; for prohibition
of the liquor traffic is conceded to be an appropriate means of
increasing our war efficiency.

There was no appropriation of the liguor for public purposes.
The war-time prohibition act fixed a period of seven months
and nine days from its passage during which liquors could be
disposed of free from any restriction imposed by the Federal
Government. Thereafter, until the end of the war and the
termination of mobilization, it permits an unrestricted sale for

export and, within the United States, sales for other than bever-
age purposes. The uncompensated restriction upon the disposi-
tion of liquors imposed by this act is of a nature far less severe
than the restrictions upon the use of property acquired before
the enactment of the prohibitory law which were held to be per-
missible in cases arising under the fourteenth amendment,
(Mugler ». Kansas, 123 U. 8., 623, 668 ; Kidd v, Pearson, 128 U. 8.,
1, 23.) The question whether an absolute prohibition of sale
could be applied by a State to liquor acquired before the enact-
ment of the prohibitory law has been raised by this court but
not answered, because unnecessary to a decision. (Bartemeyer
v, Iowa, 18 Wall., 129, 133; Beer Co. v. Massachusetts, 97 U. 8.,
25, 32-33; Eberle v. Michigan, 232 U. 8., 700, 706; Barbour .
Georgia, 249 U. 8, 454, 450.) See, however, Mugler v. Kansas,
supra, pages 623, 625, 657. But no reason appears why a State
statute, which postpones its effective date long enough to enable
those engaged in the business to dispose of stocks on hand at
the date of its enactment, should be obnoxious to the fourteenth
amendment; or why such a Federal law should be obnoxious to
the fifth amendment. We can not say that seven months and
nine days was not a reasonable time within which to dispose of
all liguors in bonded warehouses on November 21, 1918, The
amount then in storage was materially less than was usually
carried ;* because no such liquor could be lawfully made in
America under the Lever food and fuel control act (August 10,
1917, c. 53, sec. 15, 40 Stat., 276, 282) after September 9, 1917.
And if, as is suggested, the liquors remaining in bond November
21, 1918, were not yet sufficiently ripened or aged to permit them
to be advantageously disposed of within the limited period of
seven months and nine days thereafter, the resulting incon-
venience to the owner, attributable to the inherent qualities of
the property itself, can not be regarded as a taking of property
in the constitutional sense. (Clark Distilling Co. v. Western
Maryland Ry. Co., 242 U. 8, 311, 332.)

Second. Did the act become void by the passing of the war
emergency before the commencement of these suits? It is con-
ceded that the mere cessation of hostilities under the armistice
did not abridge or suspend the power of Congress to resort to
prohibition of the liguor traffic as a means of increasing our
war efficiency; that the support and care of the Army and
Navy during demobilization wuas within the war emergency;
and that, hence, the act was valid when passed. The conten-
tion is that between the date of its enactment and the com-
mencement of these suits it had become evident that hostilities
would not be resumed; that demobilization had been effected;
that thereby the war emergency was removed; and that when
the emergency ceased the statute became void.

To establish that the emergency has passed, statements and
acts of the President and of other executive officers are adduced ;
some of them antedating the enactment of the statute here in
question. There are statements of the President to the effect
that the war has ended® and peace has come;* that certain
war agencies and activities should be discontinued;® that our
enemies are impotent to renew hostilities® and that the objects
of the act here in question have been satisfied in the demobiliza-
tion of the Army and Navy."! It is shown that many war-time
activities have been suspended; that vast guantities of war
materials have been disposed of; that trade with Germany
has been resumed; and that the censorship of postal, tele-
graphie, and wire communications has been removed.! But we
have also the fact that since these statements were made and
these acts were done, Congress, on October 28, 1919, passed over
the President’s veto the national prohibition act which, in mak-
ing further provision for the administration of the war-time
prohibition act, treats the war as continuing and demobilization

2The amount of distilled spirits of all kinds in bonded warchouses
June 30, 1919, was 72,868,151.1 gallons as compared with 282,036,460.2,
June 20, 1014 ; 253,668,841.3 gallons, June 30, 1015 ; 232 402,878.3 gal-
lons, June 80, 1916} 194,832,682.6 gallons, June 80, 1917 ; 158,059,264.5
gallons, June 30, 1918. Report of the Commissloner of Internal Rev-
enue tol: 1919, page 173. he following explanation i given by the

1 War acts authorizing the seizure or requisition of property :

Mar. 4, 1917, ch, 180, 39 Stat. 1168, 1193, July 1, 1918, ch, 113, 40
Stat. 634, 651, factorles, ships, and war materials; June ia, 1917, ch.
29, 40 Stat. 182, 183 ; Apr. 22, 1918, ch. 62, 40 Stat. 535; Nov. 4, 1018,
¢h! 201, 40 Stat, 1020, street railroads, e?ipment. ete., and the aequisit
tion to title to lands, plants, ete.; Aug. 10, 1017, ch, 53, 40 Stat. 276
279 (food-control act), foods, fuels, factorles, Opn.cking houses,
mines, coal supplies, ete.; Mar. 21, 1918, ch, 25, Btat. 451, railroads;
May 16, 1918, ch. T4, 40 Stat. 550, 551, June 4, 1918, ch, 90
503, houses, bulldings, prc.gorties, ete., in District of Columbia ; Jul
1918, ch. 157, 40 Stat. 913, 915, ships; July 16, 1018, ch. 154, 4 %

telephone and telegraph systems; Oct. D, 1918, ch. 181, 40 Stat,
1009, 10f , mines, mineral lands, ete.

See algo act of June 3, 1916, ch. 134 (39 Stat. 166, 213) for the

mobilization of industries, which authorizes the seizure of munition

lants and provides that the compensation therefor shall be * fair and
?ust," and the act of Mar, 4, 1917, ch. 180 (39 Btat. 1168, 11608), au-
thorizing the acguisition of nero&lnne patents by condemnation, for
which $1,000,000 was appropriate

commi i Page 51, why more was not withdrawn : * The ‘high rates
of tax on spirits, fermented liquors and wines which were provided in
uently enacted into law as the revenue act of 1018,
prompted many dealers to make heavy purchases of these commodities
prior to the passage of the act and, as a co uence of this action on
the part of the dealers as well as of the expansion of prohibition terri-
tory throughout the United States, the withdrawals from bonded ware-
houses materially declined after the gassﬂg@ of the act.”

3Address to Congress, Official U. B, Bulletin, Nov., 11, 1918, {1 5.

« Thanksgiving proclamation, Official U, 8, Bulletin, Nov, 18, 1918,

M

pgh\ddreﬁ&; to Congress, Dec. 2, 1918, Official U. B. Bulletin, Dec. 2,
1

s roclamation, Nov. 11, 1919,

the bill su

“Armistice commemoration
'grggo m‘t:assase. Oct, 27, 1919, CoxcrESSIONAL RECORD, Oct. 27, 1919,

p. 8

sU. 8. Official Bulletin, Nov. 12, 1918, p. 3; Nov. 22, 1918, p. 1;
Nov'.Jz'E 1018, p. 7; Dec. 12, 1918, p. 4 ; Dec. 20, 1918, & 4; Dec. 80,
1918, p. 7; U. B Bhiletin, Feb, 27, 1019, p. 6; May 8, 1919} May 12,
1919, p. 14; Oct. 20, 1919, p. 17.
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as incomplete; that the Senate, on November 19, 1919, refused ]

to ratify the treaty of peace with Germany;® that under the
provisions of the Lever Act the President resumed, on October
30, 1919, the control of the fuel supply which he had relin-
guished partly on January 31, 1919, and partly on February 20,
1919;*® that he is still operating the railroads, of which control
had been taken as a war measure; and that on November 18,
1919, he vetoed Senate bill 641, because it diminished that con-
trol,® that pursuant to the act of March 4, 1919 (c. 125, 40
Stat., 1348), he continues to control, by means of the Food Ad-
ministration Grain Corporation, the supply of grain and wheat
flour ; that through the United States Sugar Equalization Board
(Inc.), he still regnlates the price of sugar; that in his mes-
sage to Congress on December 2, 1919, he nrgently recommended
the further extension for six months of the powers of the Food
Administration; that as Commander in Chief he still keeps a
part of the Army in enemy occupied territory and another part
in Siberia; and that he has refrained from issuing the procla-
mation declaring the termination of demobilization for which
this act provides.

The present contention may be stated thus: That notwith-
standing the act was a proper exercise of the war power of
Congress at the date of its approval and contains its own
period of limitation—* until the conclusion of the present war
and thereafter until the termination of demobilization™—the
progress of events since that time had produced so great a
change of conditions and there now is so clearly a want of
necessity for conserving the man power of the Nation, for in-
creased efficiency in the production of arms, munitions, and
supplies, that the prohibition of the sale of distilled spirits for
beverage purposes can no longer be enforced, because it would
be beyond the constitutional authority of Congress in the
exercise of the war power to impose such a prohibition under
present cirecumstances. Assuming that the implied power to
enact such a prehibition mmst depend not upon the existence
of a technical state of war, terminable only with the ratifica-
tion of a treaty of peace or a proclamation of peace (U. 8. ».
Anderson, 9 Wall. 56, 70; The Protector, 12 Wall, 700, 702;
Hijo ». U. 8, 194 U. 8 315, 323), but upon some sactual
emergency or necessity arising out of the war or incident to
it, still, as was said in Stewart ¢. Kahn, 11 Wall. 493, 507,
“The power is not limited to victories in the field and the
dispersion of the [insurgent] forces. It carries with it in-
herently the power to guard agzainst the immediate renewal
of the conflict and to remedy the evils which have arisen from
its rise and progress.”

No principle of our constitutional law is more firmly estab-
lished than that this court may not, in passing upon the validity
of a statute, inquire into the motives of Congress (U. S.
Des Moines Navigation Co., 142 U. 8. 510, 544; McCray 7.
U. 8, 195 U. 8. 27, 53-59; Weber v. Freed, 239 U. S. 325, 330;
Dakota Central Telephone Co. v. South Dakota, 250 U, 8. 163,
184). Nor may the court inguire into the wisdom of the legisla-
tion. (McCulloch ». Maryland, 4 Wheaton 316, 421; Gibbons v.
Ogden, 9 Wheaton 1, 197; Brushaber o. Union Pacific Railroad
Co., 240 U. 8. 1, 25; Rast » Van Deman & Lewis, 240 U. S.
342, 857.) Nor may it pass upon the necessity for the exercise
of a power possessed, since the possible abuse of a power is
not an argoment against its existence. (Lottery Case, 188 U,
8. 321, 363.)

That a statute ynlid when enacted may cease to have validity
owing to a change of circumstances has been recognized, with
respect to State laws, in several rate cases, (Minnesota Rate
Cases, 230 U. 8. 352, 473; Missouri Rate Cases, 230 U. 8. 474,
508 ; Lincoln Gas Co. 7. Lincoln, 250 U. 8. 256, 268.) That the
doctrine is applicable to acts of Congress was conceded arguendo
in Perrin . U, 8, 232 U. S. 478, 486; and Johnson », Gearlds,
234 U. S. 422, 446. In each of these cases Congress had pro-
hibited the introduction of liguor into lands inhabited by
Indians, without specified limit of time; in one case the pro-
hibition fvas in terms perpetual; in the other it was to continue
“ until otherwise provided by Congress.” In both cases it was
contended that the constitutional power of Congress over the
subject matter necessarily was limited to what was reasonably
essential to the protection of the Indians. In the Perrin ease it
was contended (p. 482) that the power was transcended be-
cause the prohibition embraced territory greatly in excess of
what the situation reasonably required, and because its opera-
tion was not confined to a designated period reasonable in
duration but apparently was intended to be perpetmal. In
Johnson ». Gearlds the contention was (p. 442) that a pro-

. 9821,
: 7. 8. Bulletin, Nov, 10, 1919, p. 8; s “omaa Bulletin, Jan, 18,
1019, p. 1.
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hibition originally valid had become obsolete by reason of
changes in the character of the territory included in it and
the status of the Indians therein. In both cases the court,
while assuming that since the power to impose a prohibition of
this character was incident to the presence of the Indians and
their status as wards of the Government and did not extend
beyond what was reasonably essential to their protection, it
followed that a prohibition valid in the beginning would be-
come inoperative when in regular course the Indians affected
were completely emancipated from Federal guardianship and
control, nevertheless held that the courts would not be Justified
in declaring that the restriction either was originally invalid or
had become obsolete if any considerable number of Indians
remained wards of the Government within the prohibited terri-
tory. In each case the decision rested upon the ground that the
question what was reasonably essential to the protection of the
Indians was one primarily for the consideration of the law-
making body; that Congress was invested with a wide discre-
tion; and that its action, unless purely arbitrary, musi be ac-
cepted and given full effect by the courts.

Conceding, then, for the purposes of the present case, that the
question of the continuned wvalidity of the war prohibition act
under the changed circumstances depends upon whether it ap-
pears that there is no longer any necessity for the prohibition
of the sale of distilled spirits for beverage purposes, it remains
io be said that on obvious grounds every reasonable intendment
must be made in favor of its continning validity, the prescribed
period of limitation not having arrived; that to Congress in the
exercise of ifs powers, not least the war power, upon which the
very life of the Nation depends, a wide latitude of discretion
must be accorded; and that it would require a clear case to
Justify a court in declaring that such an act, passed for such a
purpose, had ceased to have force because the power of Con-
gress no longer continued. In view of facts of public knowl-
edge, some of which have been referred to, that the treaty of
peace had not yet been concluded, that the railways are still
under national control by virtue of the war powers, that other
war activities have not been brought to a close, and that it
can not even be said that the man power of the Nation has been
restored to a peace footing, we are unable to conclude that the
act has ceased to be valid.

Third. Was the act repealed by the adoption of the eight-
eenth amendment? By the express terms of the amendiuent
the prohibition thereby imposed becomes effective after one
year from its ratification. Ratification was proclaimed on Jan-
uary 29, 1919 (40 Stat., pt. 2, appendix). The contention is
that as the amendment became on its adoption an integral part
of the Constitution its implications are as binding as its lan-
guage; that in posiponing the effective date of the prohibiiion
the amendment impliedly guaranteed to manufacturers and
dealers in intoxicating liguors a year of grace; and that not
only was Congress prohibited thereby from enacting meanwhile
new prohibitory legislation, but also that the then existing re-
striction imposed by the war-time prohibition act was removed.
(See Narragansett Brewing Co. v. Baker and O'Shaunessy, U. S.
D. Ct. R. I, Nov, 12, 1919.)

The eighteenth amendment, with its implications, if any, is
binding not only in times of peace but in war. If there be
found by implication a denial to Congress of the right to forbid
before its effective date any prohibition of the liquor traffic,
that denial must have been operative immediately upon the
adoption of the amendment, although at that time demobiliza-
tion of the Army and the Navy was far from complete. If the
amendment effected such a denial of power, then it would have
done so equally had hostilities continued flagrant or been re-
newed. Furthermore, the amendment is binding alike upon the
United States and the individual States. If it guarantees a
year of immunity from interference by the Federal Government
with the liguor traflic, even to the extent of abrogating restrie-
tions existing at the time of its adoption, it is difficult to see
why the guaranty does not extend also to immunity from inter-
ference by the individual States, with like resulis also as to
then existing State legislation. The contention is clearly un-
sound.

Fourth. Did the prohibition imposed by the act expire by
limitation before the commencement of these suits? The period
therein prescribed is * until the conclusion of the present war
and thereafter until the termination of demobilization, the date
of which shall be determined and proclaimed by the President
of the United States.” It is contended both that the war has
been concluded and that the demobilization has terminated.

In the absence of specific provisions to the contrary, the
period of war has been held to extend to the ratifieation of
the treaty of peace or the proclamation of peace. (Hijo o.
United States, 194 U. 8., 315, 323; The Protector, 12 Wall,
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T00, 702; United States ». Anderson, 9 Wall,, 56, 70.) From
the fact that other statutes concerning war activities
gontain each a specific provision for determining when
it shall cease to Dbe operative! and from the alleged
absence of such a provision here, it is argued that the term
* eonclusion of the war” should not be given its ordinary legal
meaning ; that instead it should be construed as the time when
actual hostilities ceased ; or when the treaty of peace was signed
at Versailles on June 28, 1919, by the American and German
representatives, or, more generally, when the actual war emer-
gencies ceased by reason of our complete victory and the dis-
armament of the enemy coupled with the demobilization of our
Army and the closing of war activities; or when the declared
purpose of the naet of “ conserving the man power of the Nation,
and to inerease efficiency in the production of arms, munitions,
ships, food, and clothing for the Army and Navy " shall have
been fully satisfied. But there is nothing in the words used to
justify such a construction. * Conclusion of the war” clearly did
not mean cessation of hostilities, because the act was approved 10
days after hostilities had ceased upon the signing of the
armistice. Nor may we assume that Congress intended by the
phrase to designate the date when the treaty of peace should
be signed at Versailles or elsewhere by German and American
representatives, since by the Constitution a treaty is only a
proposal until approved by the Senate. Furthermore, to con-
strue “ conclusion of the war™ as meaning the actual termina-
tion of war activities would leave wholly uncertain the date
when the act would cease to be operative, whereas Congress
evineed here, ag in other war statutes, a clear purpose that the
date of expiration should be definitely fixed. The reason why
this was not directed to be done by a proclamation of peace is
made clear by the use of the word * thereafter.” It was ex-
pected that the “conclusion of the war"™ would precede the
termination of demobilization. Congress therefore provided
that the time when the act ceased to be operative should be fixed
by the President’s ascertaining and proclaiming the date when
demobilization had terminated.

It is insisted that he has done s0. The contention does vio-
lence to both the language and the evident purpose of the pro-
vision. The * date of which shall be determined and proelaimed
by the President ” is a phrase so definite as to leave no room for
construction. This requirement can not be satisfied by passing
references in messages to Congress nor by newspaper interviews
with high officers of the Army or with officials of the War De-
partment. When the President mentioned in his veto message
the * demobilization of the Army and Navy” the words were
doubtless used in a popular sense, just as he had declared to
Congress on the occasion of the signing of the armistice: “ The
war thus comes to an end.” If he had believed on October 28,
1919, that demobilization had, in an exact sense, terminated, he
wonld doubtless have issued then a proclamation to that effect;
for he had manifested a strong conviction that restriction upon
the sale of liguor should end. Only by such proclamation eould
the purpose of Congress be attained; and the serious conse-
quences attending uncertainty be obviated. But in fact de-
mobilization had not terminated at the time of the veto of the
act of October 28, 1919 ; or at the time these suits were begun;
and, for aught that appears, it has not yet terminated. The
report of the Secretary of War made to the President under
date of November 11, 1919 (and transmitted to Congress on
December 1), in describing the progress of demobilization, shows
(p. 17) that during the preceding 10 days (Nov. 1-10) 2,018
officers and 10,266 enlisted men had been discharged, the rate
of discharge being substantially the same as during the month
of October, in which 8,690 officers and 33,000 enlisted men were
discharged.

The war-time prohibition act being thus valid and still in
force, the decree in No. 589 is reversed, and the case is re-
manded to the district court with directions to dismiss the bill,
and the decree in No. 602 is affirmed.

No. 580. Reversed,

No. 602. Affirmed.

A true copy.
Test:

Clerk Supreme Court United St'arcs.
(Emergency shipping fund act of June 15, 1917, ch, 29, 40 Stat., 182,

as amended Dy the act of Apr. 22, 1018, ch. 62, 40 Stat., 535, and by

1The provisions fixing the date of expiration of the several war acts
are as follows : i

(Aircraft act, being ch. 16 of the Army appropriation act of July 0,
1018, ch. 143, 40 Stat,, 889.) * Within one year from the signing of
a treaty of peace with the Imperial German Government.”

(Departmental mor§anlmuon act of May 20, 1918, ch. 78, 40 Stat.
556.) “'That this act shall remain in force during the continuance o

thed;resent war and for six months after the termination of the war
by

e proclamation of the treaty of peace.”)

the nct of Nov. 4, 1918, ch, 201, 40 Stat., 1020.) “All anthority * * *
shall cease six months after a final treaty of peace is proclaimed between
this Government and the German Empire.”

(Charter rate and requisition act of July 18, 1918, ch. 157, 40 Stat.,
913.‘ “All power and authori *# * & ghall cease upon the
proclamation of the final treaty of peace between the United States and
the Imperial Germgn Government.”

. [Rallroad rontrol act of Mar, 21, 1918, ch. 25, 40 Stat.,, 451, 458.)

* ® * TFederal control * * * ghall continue for and durlnﬁ
the period of the war and for a reasonable time thereafter, which sha
not exceed one year and nine months next following the date of the
proclamation of the exchange of ratifications of the treaty of peace.”

(Food control act of Aug. 10, 1917, ch, 53, 40 Stat., 276, 283.) * See.
24. That the provisions of this act shall cease to be in effect when the
existing state of war between the United States and Germany shall
have terminated, and the fact and date of such termination shall be
ascertained and proelaimed by the President.”

('I'mdinzi1 with the enemy act of Oct. 6, 1917, ch. 106, 40 Stat., 411
412)) *“The words ‘end of the war’ as used herein shall be deemed
to mean the date of proclamation of exchange of ratifications of the
treaty of prace, unless the President shall by proclamation ‘declare a
prior date, in which case the date so proclaimed shall be deemed to be
* the end of the war ' within the meaning of this act.”

éSoldiers and sailors’ civil rellef act of Mar. 8, 1918, ch. 20, 40 Stat.,
440, at 441 and 449.) *“(5) The term ‘termination of the war' as
used in this act shall mean the termination of the gresent war by the
treaty of peace as proclalmed by the President, * _* Bec. 603.
That this act shall remain In force until the termination of the war and
for six months thereafter.”

(Saulsbury resolution of May 31, 1918, ch, 90, 40 Stat., 593.) *“ That
until a treaty of peace shall have been definitely concluded between the
United States and the Imperial German Government, unless in the mean-
time otherwise provided by Confn-ss e it ]

(Wheat price guarantee act of Mar. 4, 1919, ch. 125, sec. 11, 40 Stat.,
1348, 1353.) *“That the provisions of this act shall cease to be in
effect whenever the President shall find that the emergency growing
out of the war with Germany has passed, and that the further execu-
tion of thetprovisinns of this act is no longer necessary for its purposes,
the date of which termination shall be ascertained and proclaimed by
the President, but the date when this act shall cease to be in effect shall
not be later than the 1st day of June, 1020,

NATIONAL BUDGET SYSTEM.

Mr. FERNALD. Mr, President, I have just read a very inter-
esting article in a magazine by the Senator from Illinois [Mr.
McCoraick]. T ask unanimous eonsent that it may be printed
in the REecorp.

The VICE PRESIDENT. Without objection, it is so ordered,

The matter referred to is as follows:

CiaLLs FOR DnASTIC MEASURES TO REMEDY BUDGET EVILS—SENATOR
McCorymick WoUuLp MAKE EACH BRANCH OF THBE GOVERNMENT IN-
ESCAPABLY RESPONSIBLE FOR ESTIMATES OF EXPENDITURES AXD AP-
PROPRIATIONS GRANTED—DECLARES EFFORTS TO CURE THE IMsoRDERS

oFf Ovm METHODS SINCE 1870 Have BeeExy “ TiMip axp Home-
OPATHIC.®

[By Mepinn McCoeMICK, United States Senator from Illinois.]

“The business men of the country are erying out for a national
budget. The American taxpayer for the first time in our his-
tory is acutely conscious of the cost of the Federal administra-
tion. His purse tells him there is a Government situate on the
Potomac. He has reason to believe that not only has his Gov-
ernment hbecome costly but that it is inefficient and wasteful.
He is uncertain as to the exact increase in the cost of his Fed-
eral enterprise, and he is not precise about the details of the
reform to which he-is entitled and which has made ‘budget’
and ‘administrative efficiency’ current in the political vernacu-
lar. But he is very certain that there has got to be a grand
house cleaning.

“The third and last session of fhe last Congress appropriated
for one year about $7,000,000,000, or ten times the aggregate
appropriations of both sessions of the Fifty-sixth Congress,
20 years ago. or the next several years Government will
cost about ten times as much annually as it did five years ago.
There has been a tremendous acceleration in the rate of in-
crease in taxation and public expenditure, Roughly speaking,
Government cost 30 per cent more at the end of the 10 years
1901-1911 than it did at the beginning of that decade. Then a
convention at Baltimore denounced Republican waste and ex-
travagance, nominated Woodrow Wilson, and rode into office.
The increase for the five years 1913-1917 was 60 per cent, or
twice what it was during the 10 years which preceded the
assembling of the denunclatory convention at Baltimore.

“ 7T have written so much by way of preface because men do
not often realize how sudden and how vast was the growth of
governmental expenditure even during the years which immedi-
ately preceded the war. More than that, let me recall that
the annual cost of the municipal administration of New York
to-day is approximately equal to the annual cost of the Gov-
ernment of the United States during the last years of the nine-
teenth century. When we began the agitation for budget re-
form in Illinois, I startled taxpayers by pointing out that the
cost of the State government was increasing at the rate of
200 per cent every 10 years.

DIVIDED RESPONSIBILITY.

“ During my last term in the legislature I had wriiten and

persuaded a colleague to introduce a budget bill, lest if I




620

CONGRESSIONAL RECORD—SENATE.

DEcEMBER 106,

fathered it some people might regard it as a measure of im-
politic reform. I was not able long to conceal the actual pa-
ternity of the bill and so enjoyed for the balance of the legis-
lative session the affectionate derision of some of my colleagues.
Nevertheless, like Horace’s farmer, who planted trees he would
not live to see bear fruit, I had sponsored a hill the principle
of which was to become law in Illinois the year I came to
Washington. The circumstances which environed the enact-
ment of budget legislation in Illinois exist to-day in Wash-

ington.
- ® * * ® * *

“The bill written by Prof. Willonghby, and which bears
the name of Congressman Goob, is not a budget bill. It does
not create a budget system. It postpones the day when a true
budget system may be established. It has the virfue that it
does promise the future establishment of a budget, yet even
then not by law but by Executive nkase.

“The Good bill seeks to establish a divided responsibility in
publie finance, the vice of which far outweighs any virtue that
the bill containg. It would create a budget bureau, so called, in
ihe office of the President. It substitutes this budget burean
for the Department of the Treasury as the place where the
financial estimates of the several other depariments shall be
assembled. The Good bill thus confers no powers or duties on
the budget bureau which are not already devolved by law upon
the Treasury. It would make of the President a finance min-
ister, if by his authority and his attention to the labors of the
budget bureau he should vitalize its activity. It would add this
unbearable burden to the most overburdened political Execo-
tive in the world.

TOO MANY COAMMITTEES.

“As far back as Col. Roosevelt's time, under the most ener-
getic and vigorous Executive of our day, the annual cost of
wovernment amounted to one-tenth of what it will be during
ihe next several years. Since that time not only has the cost of
government tremendously multiplied but so also have the many
responsibilities of the President. During Mr. Taft's administra-
tion it was indisputable that the business of the Executive Office
was often in arrears, while during the present administration
the business has been done because the President denied himself
the privilege of seeing many persons who sought him upon the
publie business or political errands.

“The taxpayer now suffers because there are t0oo many appro-
priating committees in the Senate and the House of Representa-
tives, It is painful to think that we may follow our accursed
political practice of dividing responsibility and further mulct
the taxpayer because academic budget writers shrink from
vesting in the American Treasury powers comparable with those
of a foreign minister of finance. If we adopt the principle
embodied in the Good bill we shall not dignify—we shall be-
little—the Secretaryship of the Treasury ; we shall make it more
difficnlt instead of more easy to get big men to fill the place.

* Even if the first director of the budget were to be a man of
parts, we know from our experience with ‘Government commis-
sions and special bureaus that his successor would be a political
hack or a professional theorist. But, worse than that, since the
President would have no time to discharge the duties of a
finance minister, the detailed administration of the budget
burean inevitably would fall into obseurity. Its chief would not
be a conspicuous member of the administration, and so responsi-
ble for its financial policy before Congress and the bar of public
opinion. Like every other officer in the history of the Gov-
ernment whose power to spend exceeds his legal, moral,
and political authority, the director of the budget would become
the prey of every searcher for pork.

BCOLJECTIONX TO THE PRESIDEXT.

“1t is objected by certain academic reformers that to vest in
the Treasury true budget-making powers, to coordinate, to re-
vise, and to reduce estimates, would exalt the Secretary of the
Treasury at the expense of his Cabinet colleagues. That wounld
depend upon the caliber of the Secretary of the Treasury
and upon the caliber of his colleagues. I recognize that it
is difficult to adapt foreign budget systems to the American
Constitution and the American practice. The foreign democra-
cles which have developed modern systeins of public finance
are subject to administration by a cabinet composed of members
of the legislature and responsible to it. In a sense the finance
minister is at one and the same fime secretary of the treasury
and chairman of the ways and means committee,

* Since the finance minister is a member of Parliament that
system in a very real way is more immediately democratic
than ours, but, on the other hand, I can not hold with Henry L.
Stimson or Elihu Root that we should vest one independent
Executive with the power to make and to submit to the legis-
latare estimates which the legislature ean not decrease or

increase in its own discretion. That would result in the com-
plete subjection of the legislature to the President. He coukl
dole out or withhold appropriations for camps and cantonments,
harbor improvements, guarantine guards, agricultural experi-
ment stations, ete., in exact accordance to the subservience or
independence of a Senator or Congressman.

*“ Mr. Taft punished certain Senators and Representatives for
insurgency by withdrawing their ‘patronage’ from them. It
is now reported that this punishment has been visited upon a
certain Democratic Senator. We do not want to make the
budget a means of further emasculating Congress. We want to
energize and make more efficient both branches of our Gov-
ernment, Two years ago in Washington a venerable member
of the British Parliament, who shall be nameless, said of our
National Legislature that ‘it was no parliament, or even a
congress such as the framers of the Constitution contemplated,
but a mere Prussian Diet, in which were registered the projects
of law drafted by mediocre ministers responsible to an elected
autocrat” That was pretty terrible from a friendly critie
whose parliamentary experience has been contemporaneous
with two generations of men. -

“We dare not adopt the Lndget scheme put forward by certain
university professors and which the New York voters over-
whelmingly rejected.

STMMARY OF PROPOSED LAW.

“The Senate bill which I shall introduce, although it bears
my name, is certainly not the handiwork of any one man. Two
skilled draftsmen are chiefly responsible for its actual text.
The views of the strongest congressional authority, ex-Con-
gressman Fitzgerald, and of Secretary Glass are largely em-
bodied in its terms. In part it is the fruit of our experience
in Illinois; and, finally, in so far as our American Constitution
permits, it follows the budget patterns of other countries,
Without taxing the reader with the details of the bill, I venture
to summarize its most important elements.

“ First, it requires of the Secretary of the Treasury that he
shall submit to the President for recommendation to Congress
a coordinated and revised budget of estimates of public ex-
penditure, together with any appropriate recommendations for
the inerease or the diminution of the public revenues, so that
they may conform to the estimates of expenditure. The hill
provides a budget bureau under a director responsible to the
Secretary of the Treasury. It provides that this bureau,
through the subordinates of the director, shall keep in touch
with the budget or estimating officer in each of the deparfments.
Here we shall check at once the current practice under which
department subordinates seek appropriations for Government
services which actually duplicate and compete with one another.
If the department budget officer and the director of the budget
can not agree, the Secretary or other chief of department may
join the issue directly with the Secretary of the Treasury, and
finally can exercise the right of appeal to the President himself.

*This machinery is not created by the bill in fulfillment of
any academic theory. Unlike some peoples less practical in self-
government, we Americans prefer to embody in our public ad-
ministration the results of experience rather than experimental
theory. Where we have been guided either by theory or by
experience too litile tried we have suffered. That has been true
in every branch of our Government, and more particularly in
the municipal and State governments, which have manifested
far greater abuses of corruption and waste than the Federal
Government at Washington. The bill contemplates that the
members of the Cabinet under the President shall have a col-
lective political and financial policy. It is sheer nonsense to
imagine that a budget can be a nonpartisan or nonpolitical
instrument. There are no nonpartisan Presidents; there have
been none in onr time nor are there likely to be any. There
is no reader of these lines who has not lived long enough to
remember the appalling degeneration of important administra-
tive tribunals, because, under political influence, first-rate men
have given way to cranks or political lame dnecks.

PROVISION FOR REVISION.

“The estimates submitted to Congress must include not only
sums for the routine administration of government but for the
development of certain policies to which the President has been
committed by his party platform. Under the Senate bill to be
introduced the President and his advisers mmst determine
how much or how little they will expend in the aggregate,
and how much they will allot to each of the branches of the
administration. That having been done, after preliminary
conference and discussion in the Cabinet, it remains to carry
out this financial and political program. If must not be pre-
sumed that it will not require revision. The first estimmtes
upon which the President and his Cabinet have agreed will
require amendment before they are sent to Congress. The
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Seeretary of Agriculture, let us say, will be pressed by his
subordinates in certain bureaus for larger sums than he
originally purpesed to give them. If his department, let us
say, is earrying out a great agricultural policy to increase farm
production or to hold the youngsters on the farm through
improvement in rural living the elaboration of the program
may demand much more than he originally estimated.

“The director of the budget and the Seeretary of Agriculture
may not agree; the Secretary of Agriculture may not be able
to agree with the Secretary of the Treasury. Then an appeal
must be taken to the President, who, in conference with his
Cabinet, will determine whether the administration wishes (a)
to increase the sum intended to be asked of Congress, (b) to
curtail the great agricultural program, or (c) to curtail expendi-
ture by other departments in order to make possible the devel-
opment of agriculture and rural life contemplated by the
political convention and the administration. Thus the admin-
istration collectively and the President personally will be re-
sponsible to the country for the aggregate sum: to be asked of
Congress, and se for the total sum of taxation to be imposed
upon the people.

“ It will be for the Members of Congress, individually and eol-
lectively, whether as partisans of the administration or as
Members. of the House of Representatives or the Senate, to
decide (a) if they wish to appropriate more than the adminis-
tration wants, and so add fo the burden of the taxpayer; (b) if
they care to appropriate less than the administration asks and
diminish the public services in the interest of economy; or (c)
accept in substance, if not in detail, the estimates recommended
by the President.

PLACING RESPONSIBILITY.

“What have we done? We have made each branch of the
Government publicly, definitely, and inescapably responsible, the
one for the estimates of expenditure and taxation recommended
and the other for the appropriations granted and taxes levied.
Of course, I would not stop there. I would reduce the appro-
priating committees from 14 in the House and 14 in the Senate
to 1 in each Chamber, and I would amend the rules to defer
consideration of private appropriation bills. We ought to
reform not only the method of assembling and revising the esti-
mates at the western end of Pennsylvania Avenue but at the
eastern. end, on Capitol' Hill, we ouglit to reform the disinte-
grate committee system under which appropriation bills are now
considered without relation to one another.

“The reader who has studied the budget problem doubtless
will complain that I have not developed a plan for an inde-
pendent audit of expenditure. There are perhaps twoseore
statutes bearing upon Government accounting and auditing, and,
although I Iean very strongly to the view that we ought to
create the office of an independent and powerful Auditor and
Confroller General, who shall have intimate relations to a no
less important joint committee on audit and expenditure (in
place of the atrophied little committees on expenditure which
now exist in both houses), I no less strongly incline to the
opinion that Congress should undertake or should anthorize the
codification of the existing statutes before it creates the office
of Auditor General.

“Looking back over 35 years, and looking bBack again to the
period when, under Hamilton, we had a true budget system
and Hamilton himself’ was a great minister of finance, the stu-
dent of governmental expenditure in America will conclude
that the Senate commitiee for the consideration of a budget
ought to do not a hurried and incomplete job but a thorough
one. We owe our pr(-\sent‘ distressing condition partly to the
repeal of that first statute under which Hamilton directed the
financial policy of this Government and partly to the vicious
anq vindictive action of the Democratic majority in visiting
its resentment on Mr. Randall in 1885.

“I have not yet learned why the first hudget law was re-
pealed, but T do know that since 1870 Congress has been trying
to cure the disorder in our methods of preparing estimmtes.
The remedies have been timid, homeopathie, and prescribed
without adequate diagnosis. The condition of the taxpayer
and of the Treasury in a very real sense is graver than it has
been since the Civil War. We have the information, the expe-
rience, and the occasion for applying drastic remedies as did
Hamilton. ILet us do nothing less,”

AMENDMENT OF FEDERAL BEESERVE ACT—CONFERENCE REPORT.
The VICE PRESIDENT. The morning business is closed.
Mur. McLEAN. I mowe that the Senate proceed to the con-

sideration of the conference report on the disagreeing votes of

the two Houses on the amendments of the House to Senate

bill 2472.

The motion was agreed to; and the Senate proceeded to eon-
sider the report of the committee of conference ou the disagree-

ing votes of the two Houses on the bill (8. 2472) to amend the act
approved Deeember 23, 1913, known as the Federal reserve aet.

The VIOE PRESIDENT. The question is on agreeing to the
conference report,

Mr. JOHNSON of South Dakota. Mr, President, on the 2d
of December I offered a resolution asking for information with
regard to the profits of the coal operators. On the 11th ef De-
cember I offered an additional resolution touching the same
matter. On December ¢ the Senator from Georgia [Mr. Har-
r1s] submitted a resolution covering the same subject. It
will be satisfactory to me to have the resolution of the Senator
from Georgia substituted for both the reselutions which I have
offered; and, if that may be done, I ask the Senator from
Georgia if it would be satisfactory to him to have his resolu-
tion now censidered?

Mr. HARRIS. I desire to state that I should like to have
the resolution now considered, and I offer the resolution sub-
mifted by me as a substitute for the resolutions of the Senator
from South Dakota.

The VICE PRESIDENT. The conference report is before
the Senate on a vote of the Senate to proceed with its consid-
eration. The question is on agreeing to the conference report.

Mr. GRONNA. Mr, President, may I ask if the conference

report has been read?
It has been read and has been

The VICE PRESIDENT.
printed in the Reconn:

Mr. GRONNA. Mr. President, I happened to be absent at
the convening of this session of Cengress. I am very sorry
that I should have been the eause of any delay in the passage
of the bill embodied in the conference report. I appreciate very
greatly the courtesy which has been extended to me by my
fellow Senators in the postponement of its consideration until
my return,

I think, however, that there has been considerable misap-
prehension as to my attitude with reference to the entire: bill.
I think it must be conceded by everyone that when this bill
was introduced in the Senate and referred to the Committee on
Banking and Currency it was not given sufficlent consideration.
I have before me the hearings on Senate bill No. 2472, which
hearings consist of 28 pages, a large portion of which is taken
up by the printing of a letter from the chairman of the Federal
Reserve Board.

The only members of the Committee on Banking and Currency
who participated in the discussion, so far as is disclosed by
the printed hearings, were the Senator from New Jersey
[Mr. Epce] and the Senator from Oklahoma [Mr. Owex], the
Senator from Oklahoma being the principal participant.

The bill as introduced and as reported from the Committee
on Banking and Currency was not only a crude bill of pro-
posed legislation but it was an dangerous one, as
I think even the friends of the bill will now admit. It may be,
Mr. President, that since the recent World War human nature
has been changed; it may be that those who in times past and
just before the war devoted all of their energies and all ef
their time to the making of millions of dollars have now
changed, and that their only effort and desire in the future
will be to look after the welfave of the people of the devastated
countries of Hurope and of the people of America. If that is
the case, then it was safe to pass the Edge bill as it was
reported from the Committee en Banking and Currency; but
if that is not true, it was nothing but a “blue-gky ” proposition ;
it was a proposal giving men who are engaged in high finance
an opportunity to fastem their hands upon the throats ef the
people of Europe and America and to eontrol them for all time;
to give them control of not only the finance of the country but
also of the politics of this country and of all the world.

Mr. President, I trust that no Senator will for a moment
contend that this is an exchange bill. That question is merely
incidental. I trust that net even a backwoods financier will
have the audacity to say that the bill is a bill to regulate
fareign exchange.

Mr. Mc€ORMICK. Mr. President, what is the object of the
bill? I apprehend the Senator from North Dakota may throw
a little light on the subject, and I should like to hear him.

Mr. GRONNA. It is customary when a question of that
sort is asked to say “I will come to that a little later on.”
I will say, however, to the Senator from Illineis, in all earnest-
ness, that, as I understand the bill, it is to permit the organiza-
tion of corporations with a capital of not less than $2,000,000
te deal in securities; to issue debentures, based, of course,
upon the securities purchased; to issue honds and notes with
or without the indorsement er guarauty of those who are
running the propesed institutions.

Of course it is the intention to sell these debentures and
bonds. ter the publie at, I presume, a small rate of interest;
but with: the: German mari at a value of less than 2 cents
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and the pound sterling at $3.72%, we can easily see the ple-
ture upon the screen and the possibilities for individuals in-
terested in the corporations authorized by the bill fo make their
millions at the expense of the public.

In no way will the public share in the huge profits which
these people will reap from the transactions in which the cor-
porations will engage. All the public possibly can get will be
a reimbursement for the amount paid for the stocks or the bonds
which they acquire plus a small rate of interest; and I am afraid
they will not get that, because these patriots refuse to sub-
scribe to a provision imposing a double liability. The Congress
of the United States has never passed a law authorizing the
creation of banking institutions of this character which did not
provide for a double liability.

Of course, Senators will say that we are told by the Federal
Reserve Board that such a requirement can not be primarily
essential, because banking institutions will own stock in these
corporations. That will be the answer of the friends of the
measure. It is unnecessary because something that is dead,
something that has no life, is holding the stock of these cor-
porations.

Mr. President, why should we not provide for a double lia-
bility in view of the fact that the corporations to be created
under this bill are to be permitted to receive deposits? While
it is true that they can only receive deposits of an international
character and such deposits as are incident to the international
transactions in which the institutions engage, we must admit
that such deposits will be in the largest of volume, for millions
upon millions of dollars will be received by these institutions as
deposits. Not only that, but they are to be permitted, as I have
said, to issue debentures and to sell them to the public without
their indorsement or guaranty.

Mr. McCORMICK. Mr. President—

Mr. GRONNA. I yield to the Senator.

Mr. McCORMICK. I should like to ask the Senator a ques-
tion to ascertain if my memory is at fault. As I recall, the
Senate by an amendment adopted on the floor provided for a
double liability in the case of the institutions proposed to be
created by the bill.

Mr. GRONNA.
adopted.

Ar. McCORMICK. Was that struck out in conference ?

Mr. GRONNA. That was struck out in conference.

Mr., McCORMICK. What explanation have the conferees to
offer to justify that action?

Mr. GRONNA. The chairman of the committee is present and
can explain that matter to the Senator, I have no doubt.

Mr. McLEAN. Mr. President, I have already explained to
the Senate a number of times the reasons for the action of the
conferees. As, however, the Senator from Illinois was prob-
ably not present, I shall be glad very briefiy to state those rea-
SOns once more.

The primary reason which ordinarily justifies the imposition
of a double liability does not apply to the institutions proposed
to be created by this bill, for they are not banks of deposit in
the ordinary sense of the word, in that they receive no cash de-
mand deposits. They will deal in either long or short time paper,

Another reason is the fact that many similar institutions
organized under State laws are now in full operation, but to
none of them does the double liability apply.

For instance, the State of New York by statute requires
double liability of the commercial banks receiving demand de-
posits, but does not require it of these finance institutions.
Now, unless these corporations are permitted to compete on an
equality with the other institutions that are already organized,
of course this law will becomre inoperative; and if it were pos-
sible that I could have my way I would not only charter these
corporations without the double liability but I yould compel all
existing institutions doing a similar business te¢ come under
Federal supervision, where they would be under the control and
regulation of the Federal board and subjected to examination.

There are other reasons why the double liability should not
apply, but it seems to me that I have stated substantially those
which impelled your committee to reach the decision which it
did reach. The matter was very carefully considered. I will
say to the Senate that the double liability was not urged in the
House, and in the committee of conference I, representing the
majority of the Senate, did the best I could to convince the
committee that double liability might be feasible and in ac-
cordance with the wishes of the Senate. My vote was the only
one in its favor. The Senator from Oklahoma [Mr. OwEex],
who, as Sepators know, was chairman of the committee for a
long time, and who consented to and, I think, voted for the
double iiability in the Senate, changed his mind as a member
of the committee of conference, and felt that under the circum-
stances there was no reason for imposing this burden.

That is true; there was such a provision

Another reason comes to me which was suggested. As you
know, the national banks are permitted to invest a certain per-
centage of their stock, 10 per cent of their capital and surplus,
in these institutions. That at once creates a contingent liahil-
ity on the part of these national banks.

It is impossible to estimate it in their returns unless it is
put in at its full amount, and this might unfairly impair their
capital; and my information is that if it is insisted upon the
national banks will be advised by their counsel not to invest in
these corporations.

It seems to me it is very important that something should be
done. I do not agree with the Senator from North Dakota
that the bill has been greatly improved by the amendments,
They are very restrictive. They limit to an unreasonable ex-
tent, it seems to me, the operation of these corporations. I
would in some respects have preferred the bill as it was origi-
nally reported by the committee, leaving regulation more fully
to the Federal Reserve Board. I think this would have been
as effective and the banks would have accomplished more; but
I stood alone in that regard. It is the policy of foreign nations
to leave the management and control of their banking institutions
very largely to an administrative body, because it is difficult
for the legislative body to go into details, and if they attempt
it their restrictions are apt to be unwise and harmful; but I
stood alone in this regard, and the House amendment has
largely eliminated, I think, all the objections that were raised.

The Senator says it will not benefit the exchange. I disagree
with him entirely, Of course any long-time investment or credit
that is extended to European countries and producers must
benefit the exchange, for their liquid assets are exhausted, and
unless they can get one or two or three years' credit they can
not continue to purchase goods of us any longer. They can
not afford to pay the preminm on gold and buy our products,
and it will result in chaos unless something is done to assist
the return of the exchanges to a normal level. This bill to a
certain extent, in my opinion, will do that.

1 have about finished. I do not care to make any reply to
the Senafor’s argument. Time is very important, and with the
Senator’s permission I will say what I have to say now.

It is vital that something should be done and at once. We are
told that the remedy lies in production; that production alone
will ultimately enable European countries to redeem their paper
money. That is true; but men and women will not produce
unless their confidence in their institutions is maintained in
some way. Confidence has coined more money for the world
than all her mints; and unless something is done to help our
associates in the late war maintain their confidence in their
political and industrial future, the worst that can be antici-
pated will happen; and if we were to put ourselves in their
position and be compelled to bear the burdens which they must
bear I can see that we would feel that this was the least that
ought to be done to assist in the premises,

There is another thing, Mr. President, that I will mention
while I am on my feet.

We all know that for years London has been the clearing house
for the foreign exchanges of the world. They have taken toll
going and coming upon all our exports and imports, and it has
amounted to hundreds of millions of dollars. It does seem to
me that now that we have the money we ought to have the cour-
age to permit our capitalists to finance our exporters and im-
porters; and for this reason I think we ought to enact some
wise, safe legislation whereby our banks or our capitalists can
handle these foreign exchanges.

Mr, GRONNA. Mr. President, may I ask the Senator if the
State institutions to which he referred receive deposits? I mean
those that have already been set up, the international institu-
tions to which the Senator referred. Do they receive deposits?

Mr. McLEAN. I suppose they receive long or short time
deposits. They are not permitted to receive cash deposits,
demand deposits, as I understand.

Mr. GRONNA. May I ask the Senator if these same institu-
tions are authorized to issue debentures or bonds?

Mr. McLEAN. Their powers are infinitely broader than tha
powers granted under this charter. They can easily get State
charters which permit them to do anything under the sun, and
that is why I said that if it were possible, and I could have my
way, I would compel the 9 or 10 institutions already organized
to come in under this Federal law, where they would be super-
vised and examined.

Mr. GRONNA. Of course that would be a State charter,
would it not?

Mr, McLEAN. It would be a State charter.

Mr. GRONNA. I want to thank the chairman for his ex-
planation of the bill. It seems to me, though, that the Senator
is somewhat mistaken in making the statement that we ought
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to have these institutions in order to establish confidence. It
seems to me that it would establish more confidence if we
would compel these institutions to organize in such a way that
they would be absolutely safe, and a double lability could not
detract anything from the soundness of an institution of this
kind. It certainly could net injure the institution to be com-
pelled to subseribe to a double liability.

Mr. President, I do not intend to delay unduly the proceedinzs
of the Senate in discussing this bill. I want to say that I had
something to do with the amendments which were inserted in
this bill not only in the Senate but I was consulted on the other
side; and while the Senator from Connecticut disagrees with
me as to whether the bill has been improved, I believe I can
safely say that unless these amendments had been made, some

dozen or fifteen of them in the Senate, and a great many more .

in the House, this bill could not have passed ; it would not have
become a law.

I repeat what I sald, that this bill can not possibly regulate
the exchange, and I am going to read from higher authorities
than myself on that subject.

I want to read from yesterday morning’s Washington Post,
from a man whom I consider, and whom I presume the Senator
will consider, an authority. It is under the heading:

BRITISH BLAME EXCHANGE BATES ON STATE LOANS,
Loxpox, December 18,
The report of the committee on postwar currency and foreign ex-

change has issued a white paper recommending certain measures for the
economic restoration of the nation.

** Inereased production, cessation of Government borrowing, and de-
creased expenditure both by the Government and ind.tvldtuf members
of the nation are the first essentials of re " the

The restoration of prewar methods of currency and controi of the
credit system are urged in order to reestablish a. free gold market at
London soon. The weakness in excha.nFea is regarded as duoe not only
to trade conditlons, but to the expanded state of credit. Preference
should be given to export business with those countrles able to tender
payment in the ordinary course of trade, according to the committee.

I want to show, a little later on, that Great Britain has estab-
lished her trade with some of the neutrals; that she has vastly
increased her exports to these countries; and that the discount is
very small in some of the countries. I remember distinctly that
in one of the countries—Norway—the pound sterling is at par.

I also want to read an Associated Press article printed in this
;sumﬁn paper, the Washington Post, of December 14, under the
reading :

Arrigs OpF GoLp Basrs—DepeectATED CoRRENCY FAcTor 1N Eurormax
ExcHANGE BATES—TRADE BALANCE DISTURBED—NO RETURN TO PAR-
ITY LIEBLY, SAys JAmMEs 8. ALEXANDER, UNTIL GOLD STANDARD I8
HEsTORED AND EXPorTs BECOME EQUAL To IMPORTS—BANKEER
AxALYZES PRESENT CONDITIONS,

[By the Associated Press.]

ST . - NEW YORx, December 13.

estoration of an approximate equilibrium of imports and exports

between the United Shf and meq and a Mumggt cur-
rencies to a %}ﬂ basis are needed return
to a4 normal basis, according to James 8. Alexander, president of the

National Bank of Commerce and an authority on foreign trade.

Mr, Alexander, officer and director of many important banking insti-
tutions, who as chairman of the co tee on mdlt.a.nd%m.nca
at the international trade conference at Atlantie City and is
of the executive committee of the national co: ttee on
finance, was asked to-day the Associated Press to reduce to plain
terms the hiiluy complicated international business problem presented
by the present condition of foreign exchange.

REFLECTS TRADB CONDITIONS.

He prepared a statement in which he lained that f
i 3 S 200 B jeseis emariier GO S

erling and o ges is a_norma ress

law otgsuppl:r and demurg.ea The statement follows : S W ot e

Mr. EDGE. Will the Senator sufier a question?

Mr. GRONNA. Not at the present time; before I get through
with this article.

Mr. EDGE. I did not intend to divert the Senator from the
artiecle,

Mr. GRONNA. T will be glad to yield when I have finished
the article:

Depreciation of the foreign exchanges !s primarily only a reflection of
de?m: problems In relation of exports and imports between America
and Europe. The problem may be simply stated as follows:

When exporters gell to fo buyers they draw cheeks, drafts, ete.,
on those fore eon ees or ir {nmtu for the amounts duc. These
bills are drawn in foreign money, preponderantly pounds sterling—that
is, on houses in London, long the world's international clearing house.
Amerieans drawing these bills sell them in the foreign exchange market
for what they will bring, which under normal conditions %enctuntes
within narrow limits of face value. The total volume of such eliecks
and drafts coming into the forelgn exchange market constitutes the
supply of foreign exchange in existence at that time. The foreign
exchange market consists of foreign nge houses whose function is
to buy exchange, say, in. New York, on Londown, and send it there for
collectlon or the establishment of balaneces.

BUYING SHOULD OFFBET SELLING.
Ordinarily, at the same time, Americans are selling goods to foreigners,
foreigners are sellings goods to Americans who therefore have remit-
tances to make abroad. ':I'.“lﬁy therefore buy fromy the foreign exchange
dealers drafts or checks against the balances those bave estal
lished abroad through the purchase of foreign exchange, Thus while

American sell fo exchange, American importers buy foreign
exchange, The one creates supply ; the other creates the demand.

Normally this supply and demand were about equal, because the total
volume of goods and services sold to Europe about equaled the total
volume of goods and servieces bought from Europe. prewar times
the difference in the two volumes fluctuated between narrow limits and
the excess one way or the other was settled by shipments of gold.

The forego! states in general terms what normally took place in
the foreign exchange market, iznoring many technieal details, which,
however, do not alter the main thought.

SITUATION CHANGED BY WAR.

The war, however, has materially changed the situation. In the firat
place, while there have been huge Increases in our exports to Europe,
there have been t decreases in our imports from Europe. There has
therefore come 0 the foreign exclmng market a greater volume of
checks and drafts on Europe than ropean drafts on Ameriea,
resulting in a far greater supply of foreign exchange in this market
than there is a demand for on the part of Americans having remittances
to make abroad. As always happens in the case of any commodity
when s'nggly exceeds demand, prices of the foreizn exchange fell. The
depreciation of foreign exchange in this market, therefore, is merely a
normal expression of the law of supply and demand.

The question as to what will correct the situation can be answered on
general prindglm without any attempt to pmphee?. Toreign ex-
change can not come back to ity until the restoration of the gold
standard in Europe corrects the depreciation of European currencics
and until the restoration of approximate equilibrium between our
and our imports in t to BEurope again makes the deman
forelgn exchange appro ate the supply.

Mr, President, this comes from one of the leading financiers
of the country, and I am sure, at least I have reason to believe,
that my distinguished friend from New Jersey [Mr. Epce] will
agree with the statement of Mr. Alexander. I now yield to
the Senator, if he wants to interrupt me.

Mr. EDGE. I do not want to delay the Senator at all. I
simply wanted to ask the Senator if he knew that at the con-
vention fo which he refers, where Mr. Alexander delivered that
address, and was chairman of the committee, as stated in the
article, the convention unanimously indorsed this bill, and sent
such a memorandum to the Members of Congress?

Mr. GRONNA. I do not doubt that, Mr. President. I be-
lieve what the Senator has stated is true. We all know
how easy it is to pass resolutions at such meetings. I have
attended farmers’ meetings at times, and all we have to do is
to put at the head of the resolution * Resolved, That some-
thing should be done to benefit the farmer.” We all know
how easy it is to get a resolution of that sort passed. I pre-
sume the same is true with bankers’ conventions.

Mr. FLETCHER. Mr. President, may I suggest to the Sena-
tor that while mainly with the artiele which he has

for

'read, and I do; I think it is very sound, and I am glad the

Senator read it into the Recorp; does not the Senator believe
that this measure will afford temporary relief? I am not sat-
isfled that it is going to be a permanent cure and remedy for
the situation, but for the present, temporarily, is it net a good
thing to help tide us over to the time when our exports and
imports will be practically at an equilibrium? We must have
trade, undoubtedly. We can not have frade unless we cure
this trouble about the cost of exchange. We ean not sell our
goods, we can not export, because we can not have buyers. Is
it not a good idea to bring about the equilibrium between ex-
ports and imports by affording a facility whereby we can start
our exports moving? And is it not an excellent plan, as a tem-
porary measure, for that purpose, about the very con-

| dition which the Senator admits must be brought about in

order that we may have a permanent and proper arrangement ?

Mr. GRONNA. I do not disagree with the Senator from
Florida. I am simply trying, in as brief a time as pessible, to
eall attention to what exchange is, and I believe that it is im-
possible fo legislate so as to affeet that problem. I believe
it is absolutely impossible for this Government to say what
the rate of exchange shall be; and there has been a great mis-
conception as to what Congress ean do or can not do. I do
not believe that any Senator will seriously contend that we can
say, by law, what the rate of exchange shall be. There are
conditions, as the Senator from Utah [Mr. Smoor] knows,
which enter into that problem.

Mr. SMOOT. Mr. President—

The VICE PRESIDENT. Does the Senator from North Da-
kota yield to the Senator from Utah?

Mr. GRONNA. Certainly. -

Mr. SMOOT. About the only way, Mr. President, that ex-

' change will be brought to par in any country in the world is to

have their exportations at least equal to their importations. If
the exportations exceed the importaticns, of course the cur-
rency of the country will immediately go to par; but if their
exportations are less than their importations there is only one
way to make up the difference, and that is to get a loan from
some other country, or be in a position to borrow the gold that
will make up the difference in some other way. Unless it is
made up, and that is equalized, of course whatever moneys of
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the country may be circulated will fall below par; and that is
the condition we find Europe in to-day. Why is the mark, a
24-cent mark in Germany, down to 14 cents to-day? Because
all the countries of the world recognize that Germany can not
redeem that paper money, It is an absolute impossibility for
them to do it, and I have not any doubt, Mr. President, that
the German people themselves believe that the time will soon
arrive when there will be another issue of money entirely differ-
ent from that which is being issued to-day and has been issued
in the past, and the paper in circulation in Germany will be
worth simply what the paper is worth and nothing more. The
Americans who have been speculating in the purchasing of Ger-
man marks, I feel sure right now will not only not make any-
thing upon their purchases but they will lose all they have put
into the speculation,

Mr, GRONNA.
has said, and with reference to his last statement regarding the
value of marks and the impossibility of making any profit, I
will say to the Senate that my reasons for insisting on a double
liability are to protect the innocent bondholders, the men of
this country who will be holding these securities.

I have no more responsibility with reference to this legisla-
tion than has any other Senator, But instead of discussing this
as a purely exchange bill, we ought to know what it is. I
have no objection to legislation helpful to the people of Europe,
but this is a bill to set up organizations for the purpose of buy-
ing securities which may practically be worthless in the Euro-
pean countries and to stimulate their business. But while you
are stimulating the production of Europe you can not at the
same fime, with the same money, stimulate the production of
the products of your own country. I am only finding fault with
some of the statements that have been made by those who seem
to claim to be the friends of this measure as to what this bill
will do. You are complaining because of the high cost of living,
You are proposing by this measure to raise money to loan to Eng-
land, to France, to Belgium—and I have no objection to that—
and to Germany and to Austria for the purpose of buying Amerl-
can products. The result will be that prices will go still higher
to the consumer.

You must stimulate the industries of this country and produce
more, you must increase production of the natural products of
this country if you are going to benefit the consumers, which
has been claimed as the result of this legislation by the friends
of the measure. We all know that Europe had a balance of
trade against her for 10 months of more than $3,000,000,000. I
have before me here the report of the Department of Commerce,
which I ask to have inserted in the Recorp, because I do not
wish to take the time of the Senate to go into detail, which will
show absolutely that Europe has a balance of trade against her
from America of more than $3,000,000,000. Every dollar of that
has gone to Great Britain. What happens? Here are two men
in New York, A and B. A is an importer and B is an ex-
porter. The exporter, Mr. B, has hundreds of millions due
him from London. It is impossible for A to get any exchange
from London, because the imports into London are so much
greafer than her exports that she has no paper on New York.

People wonder why the pound sterling has gone d>wn from
$4.866. It seems to me that any man ought to understand it.
With hundreds of millions of this paper outstanding against the
banking institutions of London and no gold for export and no
gold to sell, and yet you wonder why it has been reduced almost
20 per cent—19.4 is about the discount. There is nothing tech-
nical about it. It is a proposition so simple that every man
ought to understand it. The only trouble is that some of the
patriots up in Wall Street always are trying to becloud the issue
when anything of importance is going on, but Americans are
willing to discuss these matters in a frank manner.

Mr. President, I am going to ask to have inserted in the
Recorp an article written by Samuel S. Dale, a citizen of
Boston, a very distinguished citizen, editor of Textiles, I be-
lieve. While I am not going to take the time of the Senate to
read the entire article, I do wish to read the last paragraph.
The article is entitled “ Protection or free trade.” I can just
see before me now the mild protectionist from New England
and how he will come to Congress in the near future and ask
for protection. 1t is possible that the men who are so deter-
mirfed to have their own way in financial affairs will find mild
protectionists, If the cost of living can in no other way be
reduced to the people of the United States it is possible, sir,
that we will have to resort to that method. It is a peculiar
thing. Everything in the world seems to move in numbers of
three. There is a trinity about nearly everythingz. We had the
treaty and the league of nations, we have this bill, and we have
the tariff question, and they are all involved in the same issue.

Although T do not have the privilege of knowing Mr. Dale
personally, I understand he is an authority on the tariff; that

I agree with what the Senator from Utah

his knowledge has been sought by congressional committees ; that

he has on many occasions appeared here to give information to

committees when tariff bills have been framed. I want to read

Just the last paragraph from Mr, Dale's article, which he sent

to me and said I might use in any way that I saw fit. He says:
There is to be no regulation of exports.

That, Mr. President, is a very important matter. The farmer
of the West was satisfied when an embargo was placed upon
his products. The farmers all throughout the country did not
come here in large delegations asking that that embargo be
lifted. They knew as well as we knew who had looked into the
matter that they were losing on an average of a dollar a bushel
on their grain. They knew it, but they were willing to sacrifice
in the interest of the consuming publie, and up until the 15th
day of this month, or yesterday, the embargo has been retained
on their prineipal crops, to their detriment and to their loss, but
in the interest of the public. If the manufacturer and the
dealerg had been as patriotic as were the producers in disposing
of Ehelr product the_ situation would be different to-day.

From the standpoint of the producer if the bill would do what
the Sena_.tor from New Jersey [Mr. Epce] and the Senator from
Connecticut [Mr. McLeaN] say it will do, I would be forit. IfI
were as selfish as some of the Wall Street journals say I am—
possibly they are telling the truth, but I consider it a certificate
of honor that they are devoting columns to me, and the only
argument that they have for the Edge bill is that T am selfish.

I do not wish to take the time to read any of those articles ns I
do not care, and the public cares very little for what the Wall
Street journals say or do with reference to legislation, financial
or any other legislation., The men who ecarried the treaty in
their pockets for months are the very same men who are trying
to tell us what bills we shall pass, finaneial bills and other bills,

Mr. Dale said:

There is to be no regulation of exports. The American products taken
from American consumers will be used not only to supply the real
necessities of suffering peoples in distant countries but to gratify the
vanity and feed the extravagance of foreigners who are not suffering,
while foreign governments, relieved of the burden of providing for the
needs of their nationals, will be able to turn their resources to the sup-
port of armies and navies for world conquest and dominion, directed
perchance against the United States itself. This plan s not only in the
minds of schemers, it is so far advanced that the Kdge bill authorizing
United States charters to banking corporations for financing it, has
already been passed by both House and Senate and may be a law before
these words are printed.

This banking scheme to lend American mr.me{ to foreigners should ba
cast with free trade and the Jeague of nations into the everlasting discard.

Mr, President, I do not say that I am for free trade. I never
was in favor of free trade. I do not say that I am against a
league of nations, but I do say that I am against any league and
against any entanglement which will prevent the American
people doing business in their own way and from continuing
their traditional policy as laid down by the fathers. I am op-
posed to any such scheme as that.

I find in a little booklet under the title, * Business Conditions,”
issued by the American Eagle Fire Insurance Co., a statement
from a Mr. Paul M. Warburg, which I am going to ask to have
printed in full

The VICE PRESIDENT. Without objection, permission is
granted.

Mr. GRONNA. T am going to quote just one paragraph from
Mr. Warburg. I am not reading literature from radicals or
from socialists or from people of that sort. I am reading from
the time's soundest financiers and any man who will read the
articles which I shall insert in the IRlecomp will agree that I
am sound in the policy which I have advoeated with reference
to the bill. I have been instrumental in improving it, and I am
aware that it is not possible to defeat the bill, but I am going
to have the ReEcorp show my position.

Says Mr. Warburg:

Everybody knows that in order to prevent a further rising of prices
it is necessary that production be increased and consumption be de-
creased. The neeeasltg of such a course has been forcefully urged by
many ; it is conceded by all and practiced by nobody. In Kurope and
in the United States there never was a greater reckleéssness in spending
money than there has been prevailing since the conclusios of the
armistice. The ease with which a large amount of depreciated money
can be earned has diminished the respect for money and the eagerness
to save. A willingness to subordinate or sacrifice one's wishes anid

leasures to the greater advantage of the country, splendidly mani-
ested during the years of war, has ended in the present reaction of an
orgy of brazen sell-indulgence at the very moment when the war bill is
presented for payment.

This is quite a lengthy article, and I ask that I may be per-
mitted to have it printed in the Recorp at the conclusion of my re-
marks, together with certain other articles to which I shall refer,

The VICE PRESIDENT. If there is no objection, permission
is granted.

Mr. McLEAN. I will say to the Senator that my recollecs

tion is that I have a letter from Mr. Warburg strongly advo-
cating the bill,
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Mr. GRONNA. That may be true. I do not deny that.
Why, Mr. President, I take it that every patriotic citizen is
willing, so far as he can, to lend aid to the peoples of Europe.
I take it that no one is going to object to legislation which is
in the interest of the American people and in the interest of
people of Europe or any other country. But if the transforma-
tion has not been made that I outlined a moment ago, if men
are still selfish, then, sir, we ought to be careful in passing
legislation which gives to these men of wealth the great oppor-
tunity to control not only the finances of the country but to
dictate the prices of products, and to control the policy not only
of this country but of foreign countries as well.

Mr. President, I hold in my hand a statement issued by the
Department of Commerce on “ imports and exports of domestic
and foreign exchange by countries.” I find that the United
Kingdom during the month of October, 1918, exported to the
United States $10,710,165, and in 1919, $41,718,204; but im-
ported from the United States during the same month in 1918,
$148,680,049, and during the same month in 1919, $164,965,249.
During 10 months ending October, 1918, Great Britain exported
to the United States $130,059,299, anc during the same 10
months in 1919 she exported to the United States $219,298,354 ;
whereas in 1918, for the same 10 months, she imported from the
United States $1,711,507,737, and in 1919 for 10 months she
imported approximately $1,867,688,755.

Mr. President, is not that a good reason why there is a dif-
ference in exchange? Having exported but $219,208,854 of
goods, having to buy $1,867,688,755 of goods, and not having the
gold with which to settle the balance, why should not her pound
sterling be depreciated?

We are going to set these corporations up in business and give
them the benefit of being quasi governmental agencies in order
that they may sell their bonds and their debentures absolutely
in their own interest. Why, then, should we not require of
them that whatever bonds they issue they shall be liable for at
least double the amount of their capitalization? That is not
considered a hardship upon other classes of bankers; and, while
such bankers receive deposits, they do not have the right to
issue debentures or to issue bonds. A national bank issues cur-
rency, for which it must purchase Government bonds, and, re-
gardless of whether the bank fails or not, that currency is
good, because it is guaranteed by Government bonds. It is not
S0 as to the companies authorized by this bill. I am only eall-
ing attention to that. I believe it is unfair to the public.

I have before me a booklet which has been gent to me by Lewis
L. Clarke, president of the American Exchange National Bank
of New York, the booklet being entitled * Foreign Exchange.” I
shall only read a short paragraph from this booklet, as follows:

Out of all this war-time confusion in foreign exchange markets and
international commerce should come radical improvement in monetary
standards to simplify the transaction of infternational commerce and
the settlement of accounts. The Far East has made greater progress in
this respect than have Europe and the Americas. Some specialists
in foreign exchange may fird the existing complicated systems to their
advantage, but it woul ﬁreatly help international trade if small mer-

chants could ascertain prices and costs in other countries without the
aid of an interpreter.

Now, this is especially what I desire to call attention to:

The league of nations, if it comes into being, might very profitably
deal with the unification of monetary standards throughout the world.

I do not say that this good citizen is in favor of that great
document for this specific reason only, but it is the only one he
mentions in his booklet, and it was evidently running through
his mind that the great benefit which would come if the league
of nations were adopted would be that to which he has called
attention and which I have just read.

I desire now to read a short extract from a printed speech of
the distinguished Senator from Oklahoma [Mr. Owex]. In his
speech he had printed this statement from Justice Brandeis, in
Other People's Money @

The great monopoly in this country is the money monopoly. So lon
as that exists our old varlety and freedom and s'im:!hri(lil:'.t‘:’ energy o%
development are out of the question. A great industrial nation is con-
trolled by its system of credit. Our system of credit is concentrated.
The growth of the Nation, therefore, and all our activities are in the
hands of a few men who, even if their actions be honest and intended
for the public interest, are necessarily concentrated upon the great un-
dertakings in which their own money is involved and who necessarily, by
every reason of their own limitations, chill and check and destroy genu-
ine economie freedom. This is the greatest question of all; and to this
gtatesmen must address themselves with an earnest determination to
serve the long future and the true liberties of men.

Mr. President, that is the statement of Justice Brandeis, and
it speaks for itself,

From the Chief Executive of our land, from citizens in every
walk of life, in business vocatien and profession, we are told
that the World War is over; we are told that demobilization
has been completed; but we are also told by the highest tribu-

LIX—40

war.

nal of this Natien that until peace has been declared by our
Chief . Executive we are technically, if not actually, still at
It is true that hostilities have long since ceased. Why,
then, hesitate declaring peace with all men and nations? If
we honestly and sincerely favor peace, let peace be declared.
If there are peoples or nationalities which we can not trust, let
us frankly say so. So far as I know, the people of the United
States are not looking for indemnities, for additional territory,
or for profits. The rank and file made stupendous sacrifices
from a patriotic standpoint. They made them, as they be-
lieved, in the interest of humanity, and their chief concern to-
day is for an honorable, just, and lasting peace.

We are a Christian Nation, composed of more than a hun-
dred million people. Uppermost in the minds of 99 per cent of
our people is the question of peace with all men and nations.
Self-interest is in the minds of only a few.

Is it asking too much for the American people to be allowed
to transact their business in their own constitutional way, in
accordance with their traditional policy laid down by the
fathers of this Republic?

Thousands of our brave young men made the supreme sacri-
fice; a greater number faced the danger and stood ready to
make it. Shall those of us who personally did not participate
in this terrible struggle confess that already we have forgotten
what these brave men did for us? Have we so soon forgoiten
their sufferings and sacrifices?

The World War is over, but the responsibilities which we
owe to those who remain have not been discharged, nor have
the obligations that we owe to our fellow men been fulfilled.
The reconstruction period has just begun and will for months
and years engage our best attention. Every effort honestly and
‘efficiently to reconstruct our own country for the benefit of our
own people must be made, and at the same time we must make
every effort and sacrifice possible to help the people of the
devastated countries of Europe to reconstruet and rebuild their
couniries to prewar and normal conditions. This can not be
done if our only aim shall be to profit from the labors of other
men. This ean not and will not be done if by legislation we
grant special privileges to those who are now in possession of
wealth, for the purpose of accumulating more profits at the
expense of the oppressed. If we are sincere and intend to
make our promises good in the interest of reconstruction, eapi-
tal and labor, the rich and the poor, must become more effi-
cient; we must work more ourselves, if necessary, and produce
more, even if the cost be greater and the profit less, Capital
and labor must be satisfied with smaller, not greater, returns,
and labor must become more, not less, efficient. I know of no
other way to save our own people from chaos and financial
ruin; I know of no better way to save others from the same
fate. This is not the fime for the powerful and strong to
gaddle the burdens upon the bended backs of those who are not
g0 strong. This is the time for mutual cooperation; this is
the time for every citizen of our land to join in solid phalanx,
with but one thought and one purpose in mind, and that
thought and purpose must be reconstruction, in order that we
may get back to normal conditions.

This can be done if we make up our minds to do it, if we join
with our neighbors and do our full share of what is necessary
to be done. But there is one thing we must be willing to do at
the outset, and that is to resolve in our own consciences not to
expect a larger profit from the labor of the other fellow, but to
be satisfied with the earnings from our own efforts and efficieney.

I have no doubt some of you will denominate this doctrine as
socialistie, but call it what you please, I believe it to be an
idealistic doctrine, a patriotic doctrine, and if we counld only for
a short period of time, say, a year or two, eliminate our mad-
ness for money and profit we would happily express ourselves
over the satisfactory accomplishment and wonderful results.
But will we do it? No. Business will proceed in its usual
way. The millionaire will in the future, as in the past, be look-
ing for special privileges, for legislation, making it possible for
him to make more millions, for concessions by those in power
to accumulate more wealth, not for the country, not for the
publie, but for himself.

If we want to avoid trouble and disaster the high and the low,
the rich and the poor, must be willing to make sacrifices. Of
course I know that the man of wealth complains about the high
taxes and the heavy expenses, but let us not forget the toiling
millions who are barely eking out an existence, who have barely
enough to live from day to day. Their problems are more diffi-
cult, especially when overtaken by sickness and disaster, than
are the problems of the men who enjoy luxurious wealth. The
men of large means are not in want for food, raiment, or shelter,
If they have sustained financial losses, they have the property
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or the money to lose. Not so, Mr. President, with the majority
of the people of our country. They are simply laboring to main-
tain an existence and are living from day to day. We have no
right, I say, in these days of distress and oppression to grant

special privileges to those who are in control of wealth and to

saddle the burdens upon the bended backs of the people of our
country or of foreign countries,

Mr. President, I want to say that so far as this bill is con-
cerned T hope it will work out in the way that its friends be-
lieve it will work out. My only object in endeavoring to change
this measure has been to make it possible to help the people of
Europe, as well as the people of Ameriea, rather than these
men who we know have always taken advantage of the public
in times of distress, and who, we have reason to believe, will con-

tinue to take that advantage if they are mot limited and if

they are not controlled by proper legislation. As one Member
of this body, I believed it my duty to call attention, and I have
called attention, and we have succeeded in changing some of

‘the most dangerous provisions of this bill, because it gave too

much power to these corporations. While it may be true, as the
Senator from Connecticut has stated, and he knows that I have
greai respect for his judgment, that it might facilitate their
operations, at the same time is it safe for us in dealing with

‘the people who have these vast fortunes, who are absolutely in

control of the destinies of men and of nations, not to safeguard
by legislation the interests of the men who have less o control?

Mr. President, there are many things to which I intended to
call attention. I shall not trespass further upon the patience
of the Senate, but I ask permission to have certain doecuments
printed at the conclusion of my remarks.

The VICE PRESIDENT. Without objection, that order will
be made,

The matter referred to is as follows:

FOREIGN EXCHANGE,
between the N nie wars and the outhreak
of the Great War, exchange so thoroughly stabilized
that few, if any, drea of the possibility of disorganization such as
ggdng d:;:ndfig‘ ?ﬂnlﬁfnqlt IEa * enut m&m&‘ I!:ﬂ&;

of July, and for sev w y 8

exc commanded enormous premiums in New York, because inter-
natle banking bLouses and other issuers of bills of unhnngf were
short of exchange to cover large amounts of bills a ted by London
bankers inst letters of t issued for account mer-
chuuts and also because of forwand sales of time bills oaliutnst prospec-
tive exports of grain, cotton, and other seasonal commodities that move
freely to market after harvest, This perfectly legitimate and usually
conservative anticipation of went wrong when suddenly
demanded settlements in and movements of vessels were inter-
rupted by fear of German raiders on the high seas. The city of New
York alone had to raise about $90,000,000 in gold or equivalent ex-
change to ?ﬂy its’ Treasury bills falling due in on and Paris dur-
ing the fall 'of 1914, Many otber then neutral countries eould mot
mect England’s demands for payments in gold and declared moratorinms
to save loenl debtors from bankruptcy. America liguidated all bher
current liabilities, and then the tide changed again almost as suddenly
as It had at the beginning of hostilities in E:Ir&pe.

Inability te ship merchandise to England France fast enough to
tnke care of maturing bills of exchange and other obligations caused
the initial rise in rates for sterling exchange in the New York market
and in almost all other neutral countrics. In normal times London
would have accepted and renewed bills of exchange without demar, and
both American and London banks and dealers in exchange would have
m{tl..?e a smn.li proﬂtogﬁ &mu:be’ung h::imt‘p%anmdd of mml -
other seasonal comm as rly for many
years. It was the sudden disturbance of imm:llttf ﬁlﬂa
that involved all the great powers of the Old World which threw for-

exchange out of balance.

‘hen the um swang back, it went over too far, and while the
credit situation was ed the balance was not fully restored.
England, Fran Italy, a other Eur n belligerents imported all
the supplies that ships eould be found carry, and paid high prices
for everything, They were so engaged in war work that they could
produce and spare llitle for export in exchange for these imports.
America was the chief source of snpplies and passed from the condi-
tion of an international debtor to that of a creditor nation in a few
monihs. England shipped gold to New York by way ef Canada to
stabilize exc which was ro heavily against her, and was
measurably successful in so doing with the help of loans floated in New
York after it became apparent that the United Btates was floundering in
a sea of idle gold. French and other belligerents’ exchange remained at
o heavy discount in New York and has not yet folly recovered.

War is waste. The foreign exchange market is the most responsive and
most delieately balanced barometer of conditions ce.

n belligerents not only imported enormous quantities of supplies and

During the cen

Iwr materials at high prices, but burned them up in wasinfdwa.r. They
wou

did not use these imports to create new wealth, as they have done
under peace conditions. They poured real wealth into a fiery furnace
which sezgeulﬁsrk m:lothingtﬁr ;nterti:é }'n.lue. m wghmert ce wnﬁ;
COnCern 3 por OF wWar , I a8 we
have been dumped into the sea, and that literally happened to no in-
considerable part of it as a result of the German submarine eampaign.
Under peace conditions im s are used in the manufacture of ather mer-
chandise or are consumed for the sustenamce of the people whose labor
creates real wealth, The wheat flour and meat that 4 workman eats has
themmedlrertgmdncﬂvernmu the coal burned under the boilers of the
factory in which he works. Semething of
-change for the food and fuel comsumed in producing man and horse power.
i'nder war conditions the products of industry have been burned
“This waste 18 the measure of the war taxes national debts of
the helligerent nations, including the United States. America has been
exporting twice ns much as she imported and has received evidences of
debt instead of ~eal wealth to balance the account. Bhe has given and
must continue to give credit for a long time to come and she must

ter value comes out in ex-

grain, and’
trade by a war:

elther take merchandise in exchange for the evidences of debt she
holds or regard and treat the debts others owe her as practically per-
manent investments, just as d has done for two centurles.

2 creditor Nation, Ameriea will for man &urs be able to sell
bills of exchange based on these foreign debts an us pretect ber gold
reserves to such extent as may be deemed advisable.

It is obvious that this m not be overdone, becanse such a financial
policy would restrict the ability of ethers to buy goods made in America
and would limit our exports of chandise. We can so use our
finaneial as to destroy our

mer
& export trade, and therefore we must
Dot press gmtou too sharply. ak 3

living memory, before this war destroyed the
1 trade and finance, the manner in
which the purchases and sales, or imports and exports, of the nations
POrted more touts M o s pored Ca0 S mioke s Bruns
ré from a than she cxpo and exported more to 0
than she imported, while Europe stood as a creditor of Asia. a

accounts of the friangle came so near to a perfect balance that only o
minute percen of the total transactions remained to be settled in
gold or silver. on was the clearing house in which Japan's bills

against the Uni
and our debt to J
ramifications of t

States were met by America’s bills against England,
was set off a twhatnhnwedﬂland. The
settlement of world-wide debits credits in

te, but balances were struck and settlements made

without difficulty by the use of bills of exchange and with little nse of
The war destroyed this normal balance in internstional trade.
me nations now cwe enormous while others Lold correspond-
credits. These dYferences can not settled bgadahlpments of °‘:ioh‘l
gold available ﬁ:rt - e ?sheahmt ,30000415d l[l.':;:ﬂ'.lBt h!uroﬁ
CUrrency Purposes 000, W]
would not settle the balance im favor of Amarﬁ. We must either
treat the balance in our favor as a long-time loan or accept merchandise
in payment. If we take merchandise for this purpose, our imports will
vastly execeed our for several years to come and the so-called
l&iﬂm m:lﬂtnﬂe \m‘:& be heavily against ws, which would be a novel
an
As between

leasant Tenoe.
ourselves and countries in our debt, the rates of ex-
change can until all 4
debts due to us.

in our favor we have coll oa
g i Itt we petgm.lg ﬂr -lebtoﬁg to fund thesén debts y;fé‘}lttnm}
e securities to us, the of exchange represen o
will kee exchange in our favor, I%me offset
over exporis as far as the foreign ex-
was in this financial position
200 before the Great War., This
transition from the position of a debtor to a creditor Nation will affect
eur fnr:ibfn exchange tion for many years to come and will furnish
new pri for, ers and dealers in bills of exchange,
ereafter an le balance of trade * will run in omr
has done in En, fd's case for generations. How it
how long it will continune depends on the manner in which we push
our fore trade and handle our imternational finances. American
bankers, merchants, and importers must not forget that if the rate of
exchange remalns heavily in our favor it will be proportionately heasy
against our best customers and tend to check their purchases from
us while stimulating them to sell merchandise to us to the possilile
detriment of our industries,

Spain profited enermounsly by the war. For a time she tried to collect
Ejuyment in gold, and the rate of exchange in her favor rose to ridicu-

us heights. This tended to check her exports, and an arrangement

meliorated these conditions. Epain learned that money
it will buy food. During war and the
candinavian countries tried in a legitimate way to force the Entente
Allies to let them 1m foodstuffs and raw materials for manufac-
ture, and notified foreign debtors that they did not want gold. Foreign
exchange figured prominently in interpational politics for several
months. The world has learned much about economics and pelitical
economy in the last five years.

France is improving her exchange position by good banking metihods
in the face of terrible losses. jons of Bri Italian, Portuguese,

American seldiers have been spending their pay in France, and
their Governments have bought plies and military Egu]pmm.lt from
French manufactorers to the limit of their mpar:iti.) ince the first
armistice was signed the money spent by and for foreign scldiérs in
France has done much to ease the rate of exchange on Paris. :

In Latin America merchants have been clamoring fer merchandise.
They did not want gold. Goods on their shelves meant trade and profit,
but gold was ef use when it could not be exchanged for merchan-
dise. Gold is worth only what it will buy and is as valueless in a
monetary sense s conn it b when the possessor can not exchange
it for real wealth in the form of articles of commerce.

Out of all this war-time confusion In foreign exchange markets and
international commerce should come some radical improvement in
monetary standards to simplify the transaction of international com-
merce and the settlement of accounts, The Far East has made greater
progress in this respect than have Europe anl the Americas. Some
specialists in foreign exchange mdv find the existing comgiimuvd systom
to their advantage, but it woul gre:glg help international trade if
small merchants conld ascertain prices costs in other countries with-
out the ald of an int ter, 2 le'atgue of nations, If it comes into
mf\h might very deal with the wunification of monetary
standards throughout the

{From the Washington Post, Tuesday, Dec. 18, 1019.]
TONDON FINANCIAL MARKETS.
{Speclal cable from the London Times to the Washington Post. Copy-
right, 1919, by the Public Ledger Co.
Loxpox, Decembler 1i.
The stock markets showed a further almost general imprevement
and in one er two directions the rise in prices assumed substantial pro-
portions. Gilt-edged securities were agaln good on the market amd
in home railway stocks made further progress. Mexican Eagle

oil shares rose £1, and the tendency of the South African market was
’gjood with a notable advance in Modderfontein. In view of the roach-

favor, as it
will be and

that a
is not food, though

world.

hol s, there were signs of a falling off in the volume of bhusiness.
hile floating supplies of eredit were again ample, there did not
appear to be quite such a superabundance of ver{_' cheap money on
o&er at the close. Borrowers, however, were able to satisfy all thelr
requirements at the previous rates, 2 per cent being accepted for after-
moon money. A fair volume of business was done in jebbing in discount,
althon the banks were not asking for amy but short dated bills,
matu within a year, of which there were practically no scllers
There was a distinet improvement in New York exchange, which
closed at $3.72§. The franc also improved, business Leing done at 39
francs 80 centimes. The rate closed at 40 francs 30 centimes.
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Total imports and exports.
MERCHANDISE, BY MONTHS.

Imports. Exports. Monthly excess of—
Months. Per
Freo of duty. | Dutiable. Total. oot | Domestic. Foreign. Total. Imports. | Exports.
[ree.
1918
JAUALT e+ eeereeseanesaneaaaeeaeneeene]  $176,330,562 | $57,011,510 [ $233,042,081 | 75.4 | $406,354,488 | $8,442,818] 8504,707, $270, 835,225
brnary 65,734,200 | 207,715,540 | B8.3 | 406,492/082 | 4,860,878 | 411,361, 203 046, 430
72,865,474 | 212,162,017 | 69.9| 514,770,188 | 8,130,050 | 522,900, 280,738, 291
85,347,578 | 278,081,327 | 683 |  480[834516 [ 10,608,300 | 500,442, 221, 461,579
;232,057 | 322,852,808 | 70.2 | 542,241,404 ,207 | 550,024, 228,071, 593
81,352,029 | 200,350,071 [ 68.8 | 475,647,903 | 8,151,406 | 483,790, 223,449,328
00,233,077 | - 241,877,758 | 72.6| 500,758,371 | 6,700,308 | 507,467, 205,500, 011
00,208,865 | 273,002,914 | 7T4.5| 510,357,084 | 7, 527,013, 254,011,002
56,375,523 | 201,608,044 [ 78.4 |  B48ALSTT | 8,674,117 | 550,395, 288,727, 350
52,084,143 | 216,764,906 | 78.6| 492,037, 9,823, 501, 880, 255,005, 644
46,733,584 | 251,003,037 | S1L.4| 513,180,250 | 9,06, 522, 236, 271,228!557
47,420,060 | 210,886,517 | 77.5| 555,379,051 | 10;507,061 | 565,886,112 .. . IlTITT 354,909, 505
2,230,352,901 | 800,830,800 | 3,081,212,710 | 73.6 | 6,047,874,437 | 101,213,108 | 6,149,087,545 |..............| 3,117,874,805
157,519,481 | 55,473,183 | 212,002,644 | 74.0| 611,802,407 | 10,750,285 88,18 e e 109

SL447,048 | 25124274 | 65.4| 574,096,706 | 11,000, 585,007,012 |...... 2 TI00T0 340072738

84,614,010 | 267,505,280 [ 684 | 502,381,542 | 10,760,106 | 603,141,648 |- TTTTTTTIT 515,

04127860 | 272,956,840 | 66.5| 680,074,040 | 34,725,088 | 714,800,137 [ZIIITIITIIIT Mansas)y
113,801,233 | 328,025,503 | 05.6( 502,605,302 | 11,361,633 | 603,067,025 | I0TT Al ,041, 432

97,366,085 | 202,915,543 | 60.7 | 907,968,086 | 20,411,117 A | " 463,
108,011,468 | 343,746,070 | 685 | 557,805,783 | 10,711,783 | 568,687,515 |..__ T TIITUITT 99470410445

93,706,274 | 307,289,080 | 6.5 634)470,487 | 11,583,638 | 646,054,425 |..J11111I10IE :

, 523, 364 435,384,667 | T0.9 582,008,722 14,441,119 596,534,841 |.............. 161,150, 174

117,040,288 | 401,873,661 | 70.9 | 620,729,110 [ 11,180, 631,910,045 |.2227TTTT0T0 033,
972,211,602 | 3,098,804,776 | 68.6 | 6,354,197,3%3 | 146,927,252 | 501,124,635 |.............. 3,402, 319,859
705,236,160 | 2,107,883,510 | 67.9 | 4,272,177,579 | 61,305,306 | 4,333, 482,885 |..............| 2,133,509,375
810,514,665 | 2,650,335,185 | 69.5 | 6,227,164,050 | 62,884,344 | 6,200,048,304 |-2111011107100) B) 630,093,209
1056,031 | 2,845,655,408 | 71.9 | 5,838)652,057 | 81,059,314 | 8§,019,711,371 | .12 JT11TT1TTTN 20074,055) 988
865,497,260 | 3,095,720,068 | 72.0 | 7,081,461,838 | 151,335,805 | 7,232,708,743 | 1ZTT1TTT 4,137, 078, 675
611,167,878 | 1,778,596,695 | 65.6 | 3,493,230,532 | 61,440,315 | 3,554,670,847 |.,....eceeee.| 1,776,076,152
\74T,697 | 2,391,635,335 | 67.4 | 5,422,642,505 | 59,998,506 | 5,482 641,101 [.12211111000) 8,001,005, 765
816,915,525 | 2,052,467,955 | 72.3 | 6,169,617,225 | 63,805,372 | 6,283,512,597 |.vreuueecann..| 3,281,044, (42
500,850,809 | 3,031,212,710 | 73.6 | 6,047,574,437 | 101,213,108 | 6,149,087,545 | .............['3, 117,874,835

1919
I e AR g e $2,113,217 | $3,377,038 $19, 060
February . W S PR 3,844,830 |, 3, 100, 600
March. 10,481,197 |. 3,788,174 15,055
6,601,795 | 1,763, 727 6,330
1,079,525 |. 1,854,415 1,720
26,134,460 | 52,883, 390 89,450
1,846, 495 54,668, 687 4,540
2,490, 489 45,107, 004 £2, 224
September. ....... 1,471,628 |. 29,031, 050 19,416
OCtODET. e cevsneanan 4,969,505 |....... , 968, 066 180,
Total, 10 MONhS. e eneeeeneinanns 61,223,240 |.......| 269,651,250 419,263
Fiscal ycar:
m{i..............-.....- 404, 000, 301 28,004, 817
977,176, 026 6,973, 200
124,413, 483 2,410, 284
62, 363, 733 234, 572
451, 954, 590 12,104, 351
685,090, 234 20,910, 165
552,454, 374 7,383,070
62,042, 748 378, 677
SILVER, BY M
o £5, 576,281 $5, 576,251 $723,602 | $19,615,236
JANUATY.. .aennroenrecaannceaeannanans ) 316, , 576, , 615, e Lt 955
FEBIUBTY - - -ovnnianeeinas 756,685 |...-...o.. 6,756, 665 747,418 [ 33,100,174 3% 343 500
Py S e g £ 107, 748 1,615,411 23, 106, 4 L
- 066, 2,038, 438 25,076, 574 00
M'E}._ 2,391,634 508, 604
JUDe. .oveneneaass 013’ 905
alyt S sl 834, 388
UEUSEeeeeeenencecean - 5,183, 254
September. .....cociiiiariaiean 4,061,416
L L S 3,525,567
Total, 10 months. ......cccuneenn 22,035,123
Fiscal year:
1916, . ooemnannnninninananns crevaes . 53,171, 760 6,610,763
583 |oiaie 74,011,157 | 4,268,774
53 |.......] 127,705,661 | 11,475,738
14,395, 116
84,483,054 |.ecnnnnennnns 6,131,649
2,263, 280 5, 608, 400
340, 6,404, 802
12, 873, 961
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Imports and exports of domestio and foreign merchandise.
BY COUNTRIES,

Oetober. 10 months ending October.
Countries. Imports. Exports. Imporis. Exports.
1918 1919 1918 1919 1917 1918 1919 1017 1018 1919
EUROPE.

A ETOMEArY - = o 2 an v e neyao 187 ) B $8,333,268 04, $I0,58. | 1 $5,I00,808 |isiuiicoiv it e $34,398,578

?msmdliad’crhlshnd-...... §101,087| - 66,910 805 85,089 | 1,263,611 | 1,339,650 | 1,238.519 306, 749 $ii4,507 428,
e I SR i 1,259,396 | 25,602,530 | 31,342,621 158,022 13, 4,161,040 | 33,204,341 | 122,032,376 | 314,370,470
o e St 020,088 | 3T 11,7008 | muens | AERE0| 4,000,090 | 356k E6 | BI005E| 14000000
destintgl Bt 20806 . es...| B8 450387 g1 18,069, 138
497,672 | 82,549,338 | 752,380,024 | 87,320,770 | 804,690,160 | 809,600,024 | 757,420,051
663, 521 158, 901 162,888 | 4,014,787 RS | 430,005
85,008 61, 837 2, 20,376 | 5,866,201 | 5,872,138 | 41,620,783
083,312 | 5,000,232 | 14,081,005 | 24,005,578 | 7,605, 3,820,218 | 31,712,425
633,397 136,155 881, 484,589 V743, 2,150, 511 3,132,273
s71,737 | 31,104,745 | 22,204,034 | 40,803,785 | 324,310,671 ,004,752 | 388,173)049
34,120 52, 4,181 18, 857 76,149 355,914 360, 773
357,778 | 20,482,188 | 7,798,134 | 61,271,808 | 57,504,268 | 5,618,089 | 197,337 870
485,843 | 5,673,617 | 1,121,800 | 4,891,172 | 58,903,676 1332800 | 117,813,708
402,000 | 7,3, 505, 281, 15, 580, 080 ,273,486 | 16,261,005
189,011 LW [ e L e T e 4,808,110
830,601 | 8,470,208 | "7'5,310,&30'| " "3,866,266 | 206,300,081 | T 8,525,300°|  13.379,65
WG|, . iceii e e | e 3,540 17, 2,816,512
8,344,005 | 30,841,961 | i3,634,042°| 38,040,061 | 72,006,418 | 46,351,180 | 82464, 439
$,083,599 | 17,487, V887,02 | 9,665, 10,064,552 | 0,293, 116,353, 036
4,068,831 | 16,173,364 | 13,370,130 , 243, 16,744,533 007, 69,331, 731
i et el et ier ey, T ) RISl D e 15,509, 810
151,154,884 | 204,158,817 [ 103,603,643 | 188,053,760 |1, 500, 276, 863 |1, 617, 152, 807 | 1,735, 247, 344
11,042, 200 331, 294, 20, 475,223 , 651, 88,763,157 | 102,314,720
768,075 | 18,201,396 | 15,160,996 | 10,769,262 | 19,078,850 | 5,501,683 | 30,125,652
Total United Kingdom..... 10,710,165 | 41,718, 204 |148, 689, 049 {164,965, 240 | 247,684,520 | 130,059,299 | 219,298,354 |1, 673,916,902 |1, 711,507, 737 | 1,867,688, 755
Total EOrOPe. «vneveeeenesns 22,187, 841 | 90, 410,334 (315,439,812 407,308,353 | 475,401,004 | 272,035,025 | 542,838,062 [3, 421,905,320 (3,199, 167, 457 | 4,265, 826, 913
9,650 | 186,503 | 149,680 804,719 | 1,033,280 | 1,020,180 1,834,202| 1,767,456 1,686, 203
230,376 | 121,728 73199 | 1,390807| 2ossaz| 2/300132| 165083 1878, 804 2,178, 225
54,877,193 | 52,504,502 | 07,976,685 | 328,319,977 | 371,420,268 | 393,436,449 | 691,164,704 | 727,117,082 | 587,653,629
503,800 | 177,221 533 714,318 | 8,318,371 032,367 | 2,734,338 | 1,323,055 3, 408, 002
575,283 | 285,589 Tag. 100 S:sal,am 7,?11%090 1?}535,703 5,057,860 | 3,630,500 u,m:m
658,500 | 351,756 066 | 4175317 | 4,650,944 | 6,444,281 | 4,241,373 | 4,080,643 5, 053, 294
203,007 | 407,437 | 50,224 3.335,162| 4278080 5131,016| 8,825,245| 3,609,603 5,151, 428
504, 681,629 | 1,301,000 | 1,817,639 03,169 | 7,669,101 | 6,416,037 | 22504125 | 17632662 |  18.370,340
361,115 | 379,620 | 428,056 | 497120 &m,ss.s 7,000, 4,014,283 | 3,508,988 | 2,903,002 4 851,602
2,92),265 | 3,003,000 | 2,929,123 | 4,614,207 | 34,130,358 | 39,645,112 | 39,574,500 | 42,922,137 | 33,200,005 | 44,516,438

g e7s00| 108500 (............ 218, 500 97,500 105, 13,138 5 19,
16,122,910 | 12,271,375 | 8,285,500 | 9,042,552 | 100,385,772 | 120,549,076 | 118,143,018 | 83,177,082 | 80,407,354 | 105,374,533

........................ =, YT R 3,191 458, 250 213, 37,
925,408'| 71,050,372 | 1,435, 1,446,005 | 2,887,508 4,520,303 | 4,632,008 | 5,088,466 | 10,262,867 | 12,204,442
4,571 75,819 | 213 30,700 299,080 632,060 483,044 | 2,081,497 | 2,507,683 3,151,300
245,474 485, A 1,007,213 2,847,714 2,540, 406 4,347, 034 464, 603 5,833, §, 623, 200
2152 | 404, 683, 508 ‘ 6,007,709 | 6,854,348 | 7,430,512| 5704188 | 5,485,565 6,025, 015
125,325 | 172,08 | 385,818 | 47,02 | 2,083,881 | 2,515,248 | 2,5,148 | 4829818 | 3,352,467 3,817,808
608,52 | 1,137,842 | 1,651,982 | 2,847,633 | 13,000,044 | 12,851,062 | 14,805,588 | 10,079,086 | 17,274,576 | 21,617,501
16,720,023 | 34,850,570 | 16,380,281 | 27,357,811 | 287,728,028 | 254,332,072 | 375,286,383 | 146,250,003 | 187,214,341 | 214,563,003
2,472 | 166,115 | 150,88 | 170,775 903, 1,120, 1,550,108 |  1,45L404 | 1,274,314 1,458, 28
so,@1 | 20602 773,080 | 1,735, 1,570,247 | 6,661,045 | 10,854,778 | 12,635,804 | 13,179,447 | 14,790,143
12,77 | 143,778 | 125493 | Ta1si301 787,358 | 1,082,214 | 2,446,106 | 1,484,275 | 1,145,387 1,572,321
27,307 12,308 | 225,331 | 611,347 116,110 129, 606 50,652 | 6,078,188 | 4,004, 7, 530, 029
477,678 | 1,000,392 | 705,563 (7s | samaez| 5213370 | 8,541,168 | 5,643,730 | 7,355,418 | 12,372,270
18,579, 651 | 87,530,697 | 20,020,851 | 33,810,482 | 267,203,832 | 281,342,124 | 413,330,808 | 192,632,402 | 231,447,751 | 273,924,733
85,516,205 {109, 169,151 |115,508, 726 (117,877,542 | 744,684,561 | 830,587,463 | 072,754,156 |1,022, 041,272 |1,086,300,515 | 1,029,083, 236

2,773,308 761 | 13,874,154 179,545 | 198,179,790 865 | 84,300,150 | 81,510,182 | 131

.| 378 5ss s’ﬁm 5 m'ung,m m’m,m uf',é.“&m 2,896,837 | 3,834 833 4:3"5,03
24,171,680 | 2,510,790 | 12,279,001 | 128,150,035 | 83,480,567 | 184,983,444 | 50,499,887 | 48,481,637 | 101,577,678
5,818,281 | 4,519,788 | 3,449,293 | 118,876,743 | 137,306,238 g-g,msws 44,846,616 | 52,601,262 | 46,950,214
667,578 | 2,730,539 | 23,830,302 | 20,139,857 207,166 | 10)828,218 | £.804,023 | 17,026,615
202, ,008| 8,861,483 | '8,817,115| 8,207,355 | 4,378,627 | 3,081,820 6,276, 434
............ 5,783 T T e (S s 36, 887 205, 660 170,123
3| 308,540 179,201 328, 560 323,812 | 4,088,003 | 4,372,535 4,225,320
157,414 1,120 1,311,047 526, 518 774, 907 1159, 1,217,187 1,282, 255
, 600 T et B 00E I 608, 514 629,040 053, 070
745 66, 588 69,978 83, 502 506,016 344,030 604, 176 766, 565
1,527,785 | 2,141,263 | 34,906,087 [ 30,977,326 074,345 | 17,345,068 | 17,482,438 | 22,401,021
760 | 1,914,118| 30,208,017 | 17,607,620 | 41,823,531 | 15,141,547 | 14,432,778 | 28,432,040
470,057 | 1,586,517 | 13,660,208 | 10,478,109 | 27,814,656 | 9,005,202 | 5,763,502 | 11,115,080
17,431,621 | 39,206,045 | 512,567,810 | 508,087,674 | 540,609,475 | 245,759,914 | 243,711,073 | 877,082,530
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Imports and erports of demestic and faoreign merchandise—Continued.
BY COUNTRIES—continged.

QOctober, 10 months ending Octobes.
L ] s
Countries. Imports. Exports. Imports. Exports.
1918 1619 1918 1919 1017 1918 1019 1017 1918 1919
: ASIA,
A e e A e s b el B, 1B $508 | §170,443 | 81,686,710 §027,888 |  §4,401,258 $0677643 $115,544 21,021,847
eeeaeeemeeene.| $7,1%7,806 | 10,108,750 | 6,204,016 | 7,000,736 | 110,404,767 | 97,865,133 | 124,760,242 | 80,724,445 | 44,253,430 0,281,416
o Ern Rl A LS Cepe v f S | St R 7,434 A LS
French. .. ER s e A E LT e 204, 598 267,421 |...........
2 174,661 47,104 31,550 83,944 243658 5,836
Jpaness. ..o oirieieneieeees.| 3,528,686 | &70)208 | 205,39 | 876,000 9,826,616 | 24,015,707 | 13,558,772 | 3,624,457 | 5,779,308 | 11,979,561
TotalChina.............| 10,646,508 | 20,247,704 | 6,490,350 | 7,967,697 | 120,284,400 | 122,525,600 | 138,807,458 | 34,804,502 [ - 50,323,868 | 102,266,811
517 2,613 67,437 |  4%0,008 101,821 | 139,088 9,73 1,589,113 083,953 3,088,623
7,274,537 | 10,818,070 | 2,851,145 | 5,738,701 | 84,233,008 | 109,042,160 | 110,839,404 | 25,801,292 | 30,243,287 | 53,635,431
9,163,004 | 13,768, 695, 1 106,557 | 103,131,833 | 134,075,111 | 117,456,260 | 6,554,551 | 8,600,188 |  10,23% 282
586,884 | 5,147,473 | 178,138 | '167,576| 23,719,600 | 18418408 | 30,013,975 60,976 937,030 1,676,578
17,024,515 | 38,733,663 | 3,724,402 | 6,902,024 | 211,080,350 | 262,335,688 | 258,300,738 | 33,217,020 | 59,570,505 | 70,553,291
3,852,256 | 7,826,390 | 3,781,561 | 3,577,471 030,732 ( 70,828,574 | 57,015,802 | 17,004,817 | 16,214,804 | 41,475,197
BETIG) TN TR0 | U || TR Iomsm| i e | T
................ S o 404 T S 4,012 6316
1,505,133 | 2,657,705 | 1,706,009 | 1,276,230 | 8,881,673 | 206,678,118 | 18,530,278 | 13,357,763 | 20,425,000 | 17,886,790
27,167,129 "293 | 14,202,224 | 19, 638, 208,967,140 | 251,273,513 | 315,607,321 149, 223,114,120 | 289219, 533
#m e B SR 856,713 600, 1,002, 174, 746 126, 137 850, 724
"199 | 1,144 457 85,191 | 9,220,798 | 2,127,305 | 3,950,131 | 5,380,608 | 102,022,173 | 4,588,818 48,%E 1
28, 310 56, 907 % 142,135 113,003 100, 152, 509 2,747 | 1,335,523 1,795, 053
1,458 | 8,315,476 332,187 182,180 485,125 |  15,000,59 |.....0ennsennn 385,214 2,087, 874
W5 e [onie = wilayEda R (R sk 274 380
70,609,748 118,839,211 | 30,410,794 | 9,901,070 | 634,363,201 | 742,844,500 | 816,205,005 | 330,994,235 | 357,943,020 | 581,413,804
4,205,635 | 4,852,120 | 4,800,019 | 15,074,600 | 51,300,327 | 49,377,708 | 247,50 | 62,375,152 53,5m,5m
1,004,681 | 1,519,333 | 2,137,052 | 6,051,413 | 16,421, 19 | 12320165 | 17,2000827 | 23.390,668
1,038,550 | 220,411 28630 | 1,733,074 | 3,208, 4,262,143 433,547 681,028 179,62
7,148,017 | 6,410,573 | 06,965,752 | 22,8m,088 | 7,080,us| 72,817,085 | 55,203,520 | =0,206,522 | 107,373,806
321,008 | 115,574 s | 1,455,510 | 2,492,024 1,615,544 853,814 | 1,271,708 1,052,773
. 163 62,043 31,272 405, 109 717,082 | 1,557,839 337,492 K747
6,076,600 | 5,076,290 | 4,133,420 | 47,688,056 | 67,970,475 | 51,627,615 [ 27,980,512 | 45,542 61,041, 210
13,517,782 | 12,504,789 | 11,210,575 | 72,407,851 | 145,250,679 | 130,318,483 m,m,m[ 127,439,725 | 169,608,210
........................................................ RO, Ko o Lo
ISR o 24,345 473,254 102,627 605,727 2,633, 491
651,650 | 11,300,268 | 12,708,202 | 18,003,430 | 5,671,535 | 5,876,225 | 10,407,735
. 27907 | At | Mo | 4o | o 4rom| 2 e0n70| 5700 ee
84,700 192, 449 MR 747 667,251 | 1,570,388 865,680 1, 368] 782
34mese | a,mzam| 42,614,120 | 53,008,655 | 30,739,158 | 34,344,685 | 40,685,158
144,575 217, 135,283 143, 574,041 105,279 1,268, 845
,508,028 | 27,300,603 | 24,771,373 | 29,138,517 | 2,687,451 | 5,008,253 & 1488780
5558 927,300 674,725 1,627,328 2,459, 604 2,407, 784 8955, 804
5,750 468, 087 8,200 89,274 [T e e 287,122
. 39,512 T S 437,272 e EERa 200,876
B0 Laras it 4,003 172,785 164,723 00, 044 212,888
6,004 132, 738 2778 30,053 140,107 &1, 704 520,832
109,106 162, 160 227, 561 553, 264 352,312 8§53, 693 1,298, 750
2,817,197 | 1,961,212 | 1,395,618 | 3,557,600 | 2,711,382 126! 531
) R 76,718 9,557 54,893
10,504,808 | 6,228,461 | 63,007,361 | 70,502,610 | 86,088,705 | 40,920,757 | 46,313,040 78,074,072
501, 860, 530 Jsaz,m,cm In.m-s.om,ma F,(ﬁ,ms.lﬁﬂ 3,008, 804, 776 ls,m,ms,sa? 15,060,964,53) | 6,501,124, 635
Imports, Exports,
CALENDAR
YEARS,
Nerth Bouth Asia and . North Bouth Asiaand
Europe. | smorica. |- America. | Oceania, | Africa. Total. Europe. America. | America. | Oceania, | Africe Total
i :
W '$770, 202, 2365/$206, 361, 56,5187, 514, 060{ $254, 434, 917/823 532,350, 160{'$1, 208, 072 $482, 438, 006/$121, 736, 6048171, 490, 3171823, 758, 957132, 002, 520, 746
oo Spamnbie ol BetaliEnd it SR ERNERE Nl
.......... 018,202
1914, ... 783, 517, 500{ 441, 400, 758) 229, 520,376{ 315, 176,388| 10, 660, 971 1,m,%om 1,330,205, 016  4S1,588,221| 01,013,339| 176,402, 751| 25,323, 823 2, 113, 624, 050
5 , 458, 281/ 322,982 180|365, 565, 167| 34, 638, 401/ 1,778, 596, 605 2,573, 408, 555, 503, 012| 144,125, 681 21, 185, 800| 37, 145, 234 3, 554, 670, 847
658, 438,120\ 427,609, 377,420 61,593, 391, 635, 335]| 3,813, 278, 324 sm,% 220206, S15| 470,531, 804 54,010,500 5,482 641, 101
871,902, 524 598, 818, 53; 458, 361| 73,063, 467,955/ 4,061, 728,923 1,261 311,893, 023|546, 803, 463] 51,383, 656| 6,233, 512, 397
974, 615, 23| 610,931, 072(1, 042} 038, 662, 85, 506, 031,212, 710 3,858, 697, 78| 1,325, 486,350 302, 709, 610| 602,096,195| 59,197,619 6, 149, 087, 545
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Total values of imports and exports of the United States—October, 1919,
(Preliminary figures for 1919, corrected to Nov. 20, 1919.)

MERCHANDISE,
October—  ° Ten months ending October—
1019 1918 1919 1018 Increase.
IMPORTS.
Frenafdnty $288, 420, 844 $104, 080, 763 $2,130,198, 645 1,852, 621,891 $267, 576, 754
Potablet i e e T AT 127,235,832 52,684,143 082, 308, 146 708, 698, 265 275,701, 881
2 T R R S S e A 415,665, 678 248, 764, 006 3,112,506, 791 2,560,318, 156 543,278, 635
EXPORTS.
]}?ﬂmmtic. 6%111,'.1’?‘1, ég 493,%,% 6, 35{ ﬁ 135 4,9;\;,315,135 1,3;1,%,9\_}9
e £l t) ;‘!4 J » L] -J"‘ l* 5
Total. 631,910, 972 501,860, 550 6,501,133, 313 5,060,964, 839 1,440, 168, 474
P E L e e e DLt P S g 216, 245, 208 255, 005, 644 3,388, 536, 622 AN AR VT e
i IMPORTS AND EXTORTS OF MERCHAND.SE, BY MONTHS,
1019 1918 1917 1916 1915
$212, 092, 644 $233, 042,081 $241, 793, 282 $184, 350,042 $122, 148, 317
235, 124, 274 mz' | 715, 540 199, 470. 996 193, 935, 117 125,123,391
267, 506, 289 242,162,017 270,257,139 , 589, 7 157,952,016
272,956, 040 278, 681, 327 253, 435, 066 218, 236, 397 160, 576, 108
328,925, 503 322, 852, 503 280, 727, 164 . 185, 057 284 851
202,915,543 260, 330,071 306, 622, 039 245, 795, 438 157, 695, 140
343, 746,070 241,877, 758 225,426, 352 182, 722, 038 143, 244, 737
307, 289, 086 273,002,914 207, 854, 76T 199, 316, 480 141, 804, 202
435, 384, 667 261, 668, 644 230, 196, 898 164,038, 614 151, 236, 026
415, 665, 676 246, 764, 906 221,227, 405 178, 658, 7 ;172,729
e 251, 008, 037 , 534, 550 176, 967, 749 135, 496, 675
G R s A S L G - 210, 886, 517 227,911, 407 204, 834, 1 171, 832, 505
13,112, 506, 701 2,560,318, 156 2, 504,021,908 2,009, 833, 398 1,451,267, 515
EXPORTS,
622, 552, 783 504,797, 308 613,324, 532 330, 035, 410 267,879, 313
411, 361, 970 467, 648, 406 401,793, 974 , 803,
522, 900, 553, 985, 609 410,742, 034 206, 611, 852
500, 442, 906 529, 027, 815 563, 204,745,913
550, 924, 701 549, 673, 545 471,803, 637 274,218, 142
483, 709, 300 573, 467, T8O 464, 685, 956 268, 547, 416
507, 467, 769 372, 75%, 414 444,713, 964 268, 463, 702
527,013, 916 458, 655, 507 510, 167, 438 269, 600, 995
550, 305, 004 454, 508, 904 514,924,134 300, 654, 921
501, 860, 550 542,101, 146 492,813, 918 336,152, 009
522,936, K94 487, 327, 604 516, 167,324 327, 670, 353
565, 836, 112 600, 135, 006 4233, 350, 306, 362
16, 501, 133, 313 5,000, 964, 539 5,146, 049, 897 4,443, 239, 907 2, 867, 64, 132
T e U0 AME S e et e A e B DU RV ol A 3,388, 536, 522 2,491, 646, 653 2,642, 027,989 2,433, 406, 509 1,416, 426, 617
1 Ten months ending October.
GOLD AND SILVER. 2
. October— Ten months ending October—
Increase (4)
1019 1018 1919 1918 decronse (=),
GOLD. -
17Ty 3 L S L AT b 2 T e P T A L £4,069, 505 $1,470,230 §61,223, 240 $57,073, 303 + $3,240,937
BapOrts-. cocasaassioninions 44,148,900 2,178,140 270,070, 513 36,441,228 +233, 629, 285
B ey e e L e o, i L i ne A i s ) F T B e e S e
B Ty e L B P, 39,179,395 707,910 . Ml Qe o e
»
| BILVER.
B2 o e R e O S A e 8,722,430 6,766,230 72,706, 585 61, 549, 381 + 11,157,204
| S N R R e 12,269, 679 32,037, 469 m,snioas 197,369, 122 — 7,995,039
E X0eSS Of @XPOTtS. - < evvenacncnnn o, 3,547,249 25,271,230 116, 667,498 £ T DR o SN RERRU R PE
IMPORTS AND EXPORTS OF GOLD AND SILVER, BY MONTHS,
Gold. Bilver.
| 1019 1918 1017 1919 1918 1017
| $2,113,217 $4, 404,254 $58, 926, 258 85,576, 281 £5, 907, 455 £3,345, 051
3,044, 530 2,549,168 103, 766, 495 6, 756, 4,449,159 2, 477,692
10,481,197 1,912,362 139, 408, 560 8,197,748 6,963,330 2,077, 068
A 6,691, 795 2,745,721 32,372,455 7,066,781 5,080, 745 2,375,462
e S 1,079, 525 6,620, 516 52, 262,000 7,913,379 7,208, 006 4,740, 636
28, 134, 460 31,802, 021 91,330, 051 , 078, 684 5,351, 180 2,235, 438
1,846,495 21596, 856 27,308, 708 5,528, 087 5,220,017 3,420,199
t 2,490,489 1,554,538 18,692,170 8,327, 7,256,942 5, 681, 258
N A SRS e S e LT UL T S TSR BN 1,471,628 2,610,836 4,171,535 7,380,452 7,172,080 5,706,320
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Tatel values of imports and exports of the Uniled States—October, 1919 —Continned.
IMPOETS AXD EXPORTS OF GOLD AND SILVER, BY MONTHS—continued.

- " o ’ Stiver.
1619 1013 10L% ‘ 1019 1818, AR T+
IMroRTS—cmtinned. : 1
Ootobec. . £, 4, 539,505 40, 28% Thél, 552 430 766, 259 $5, 49, 484
Novanber, = i i e a!:: 7 !_...._m aS,}m.zm 9,0&:2'
Degcember.. ... i 1, 185, 17, 085, e it i ol 4, 380, 245, 6, 154,505
: 161,228, 240 57,973,308 332, 450, 024 | 372, 706,385 Gk, 5405 3850 38, 009, 586
. =) o8 T4G; 34 | £0; 710, 508 18, 615, 236 i 5, 587, 413
g 3 o, 109 3054, 060 29: 088, D3&: 3,100, 178 SR Wt 7,693, 568
e 2,803, 09 35 17, 919; 604 23, 106, 402 13} 481, 917 5,555, 713
ﬁ;ﬂv 1, 770, 057 3,560, 084 16, 965, 210 25, 078, 574 12, 251 035 | # 338, 073
3,598, 948 57, 95, 410 0. 46, 381, 128, | 6,272, 2.
8% 972, 540 2,704, 102 67, 164, 208 12, 508, 359 8, 566, 271 | 8, 964, 764
Tuly 5, 073,07 | 7,198, 908! i, 052,367 5 262, 40} 685, 700 | 5 538, 042
A : 45, 190, 318: 3,997, 134 | 45, 0485 30 13, 508, 877 | 29, 540, 137 | 7; 508, 71T
Rl 2, 650, i 2,253, 529 31,333, 3. | 12,997, 941 103 240, L% § 10, 485,073
o A AU A eV el | 44, 148, 990 2, 108 149, | 11, 154 074 12, 269, 479 32,087, 463 6,983, 088
Navember. iy 3, (47, 907, i T SSRSRR R T, 168, 451 4,788, (74
December.... i i ! 1,500, 984 | A58 10 | e o ins e o 48, 306; 175 10 325, 472
L2780, B0 513 38,441, 228 360,122,588 1180, 374, 083. 107,360, 122 69,216, 730
........................................................ ; 2, 582, 475 T T T R e T pep
Excess of 6Xports.-veeveerne B e 208, 847,273 |- . - - 114, 607, 408; |, 135,818, 74 |l 31,117, 144
i 1pmnartheend ing-Sotoler:
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For convenlence, in considering the financial status of Great Dritain,
monetary values will rendered in American dollars at the par of
exchange, $4.860 to the pound sterling.

Briefly stated, the major facts respecting the finances of the United
}illillgdom as of March 31, 1919, the end of the last fiscal year, are as
ollows :

The gross debt was $30,746,650,056, of which sum only $6,569,100,000
represented external obligations, repayable in forei currency, while
advances to allies and dominlons amounted to $8,550,000,000,

The estimated debt service of the United Kingdom for the fiscal year
1919-20, as presented in the Chancellor of the Exchequer's budget Rrﬂ‘

g, will be $1,751,760,000, or 30 (per cent of revenue recelPts. nd
he normal peace budget of the British Government, as estimated b
the chanecellor, will be $3,727,356,000, of which the debt service, includ-
ing amortizations of one-half per cent, will constitute about 52 per
cent. The post-war budget, as foreseen by the chancellor, will be ap-
proximately four times that of the fiscal year 1913-14.

PAYING THE BILL. #

The war, through increase of debt, pensiong, and relief payments, and
increase of normal civil expenditures, has placed a very large tax bur-
den upon the British people. It appears that in a normal post-wir year
their taxes will have to yield about $3,400,000,000, or 19.4 per cent of
thru;lnatlonal annual income, which is conservatively cstimated to be

$17.517, N .

HBut already the policy of the Government in the administration of war
finances has guite properly included héavy taxation. Of the total money
ralsed for the Governmeint's own expenses during the last five years,
346 per cent was supplied by means other than loans. And the fact that
the taxing machinery has been organized for raising such enormous sums
will be very advantageous in planning the after-war administration of
Government finances,

ULTIMATE OFFSETS TO DEET.

Furthermore, it will be noted, no allowance has been made here for

the indemnities which eventually will be collected from the central
owers nor for the debts owed to the British Government by the domin-
ons and the allies. While they should be considered as ultimate offsets

to the British debt, in what degree receipts from these sources may
be avallable in the near future is a matter of sgecu!atlon. Eventually,
however, they will reduce the burdens of English taxpayers, so that the
ratio between taxation and income will gradually be reduced.

As regards the internal debt, which is 82 per cent of the total, there
is involved no transfer of wealth to other countries. The payment of
interest and principal, it is true, involves a transfer of wealth from.
taxpayer to debt holder which may seriously burden the individual tax-
payer. How well such a load may be adjusted to the ability to bear it
will depend upon the equitableness of the taxing system, And cer-
talnly there can be few holders of Government bonds who will not be
ealledl upon to pay in some part, at least, the taxes which they will in
turn recelve as interest or prlncipal of the obligations,

The interest and amortization of the other 18 per cent of the debt,
which is owed abroad, will amount to approximately $360,000,000. As
an offset, the interest due Great Britain on advances made to allies and
dominions amounts approximately to one and three-tenths times the
total interest on the external debt. Payments, In the main, will have
to be made in the form of commodities or services, which, in interna-
tional trade accounts, contribute to the credit or export side of the
ledger. To what extent England's export trade will stimulated by
this situation is problematle. For many years the United Kingdom
has imported more goods than it has exported, but this so-call un-
favorable balance of trade has been offset by international payments
which do not enter into the reports of forelgn trade.

FOREIGN INVESTMENTS.

Chief among these counterbalancing items in the case of Britain have
been the returns from investments abroad and the receipts of British-
owned ocean carriers.

It is estimated that British foreign investments before the war
amounted to $19,464,000,000 and that they now approximate $14,500,-
000,000. Droadly speaking, then, the returns from foreign investments
that may be relied upon in balancing the international account have been
reduced by about one-fourth during the war. Nevertheless, the remain-
ing foreign Investments exceed the external debt by about $8,000,-
000,000, and the yield from these investments at normal rates would not
only pay the interest on that debt but also leave a large margin to
England's credit.

FRODUCTIVE CAPACITY.

Nevertheless, the prosperity of the nation will be measured largely by
its ability to produce marketable commodities for sale abroad,

The experience of Great Britain in the war is a most illuminating
example of the way in which war induces a rapid expansion of the
capacity to produce consumable goods. Edgar Crammond estimates
that the mation’s power of production has been Increased by about 50
per cent gince 1914,

Great Britain's industrial position has rested heretofore upon the
ability to gather in raw materials from abroad and resell them as
manufactures. In 1913, 69.5 per cent of the merchandise exports were
classed as manufactures, while of the imports only 25.2 per cent were
go classed. The expanded physical e\g:!pment has enhanced the
natlon's power to serve as a world's workshop.

LADOR FORCE.

The number of men killed and those who died of disease in the armed
forces of the United Kingdom during the war was approximately
900,000. The population numbered 45,516,259 in 1011. he increase
in subsequent years, estimated on a basis of the excess of births over
deaths in the civilian population, added 2,057,121, Deducting 900,000
from the total thus obtained leaves an estimated population at the end
of 1018 of 46,673,380,

But even if the population is larger than at the begloning of the
war, it does not necessarily follow that the actual productive labor force
has been augmented. There has been a substitution of hitherto unem-

loyed women, for men withdrawn from civilian tasks, however, and it
Ka reasonable to expect that such substitution will be ¢perative in some
measure in the future,
INDUSTRIAL ORGANIZATION.

The manifold improvements in England’s Industrial organization
during the war have constituted the most durable offset to the loss of
man power.

It ii): estimated that whereas in 1872 Great Britain produced 57 per
cent of the total food consumed in the country, in 19123 only 42 per cent
was of domestic production, During the war agricultural production

was greatly Increased, some 4,000,000 acres being added to the area
under cultivation, and this will make the country less dependent upon
foreign sources of food supplies than before the war.,

BTANDARDIZATION.

It was in manufactures that the most significant {ncreases in out-
ut were effected. How this expansion was accomplished is explained
n part by Prof. A. W. Kirkaldy as follows: “At Lord -Kitchener's
instance, the whole world was searched for the best machinery; new
factories were built, old factories were stripped and reequined: and
the new machinery was automatic, semiautomatic, foolproof, such as
unskilled workers could ver{d :f]uickly be taught to handle. * * *
We had scrapped all our old-fashioned ideas, our old machines that
could do very beautiful work with a skilled man Dbehind, and we
replaced them with foolproof tools, whose steel brain did the work,
with an unskilled worker to pull the lever.”

OTHER INDUSTRIAL GAINS.

In other respects the gains to the industrial organization of the
country heve been important. Workers have been taught as never
before to work with gauge and micrometer. The rvesulting gains in
accuracy of workmanship will be lasting.

Again, manufacturers have learned much about the advantages of
standardization of processes nnd operations in their Elantﬂ. This was
brought about in part by the Government in its efforts to bring to
the maximum the output of all the plants working for the Govern-
ment. TUnder governmental guidance there was a pooling of ex-
perience that has been of great educational value to those directing
the production of goods.

There has been a tendency townrd combination in Industry, for ex-
port trade, and for production. A notable example is the recent dye-
stuffs combination. Bmployers. tco, have learned to work together
more readily than hitherto, Cooperation in unusual degree for o
common cause of such magnitude as winning the war is bound to have
its lasting effects.

PREPARATION ©F BAXKS,

One evidence of the foresight of financial leaders in England is
found in the amalgamations of large commercial banks, which have
brought together huge aggregations of banking resources.

Whereas in 1902 there were 115 banks in the United Kingdom pub-
lishing accounts, and in 1914, 70, in 1918 amalgamations had reduced
the number to 57, with assets of approximately $12,700,000,000, or an
average of about $223,000,000 per bank. No such concentration of bank-
ing resources has been effected in the United States. Here, in June,
1918, the Btate, private, apd national banking institutions numbered
28,880, with agzrezate resources of $40,726,400,000, or an average per
bank of §1,410,000. L

The recent amalgamation movement owes its chief impetus to the
contemplated after-war demands that inereased business would make
upon the banks. With the principal banking resources already com-
bined into larger units, English bankers are better prepared than ever
to assist in the development of English industry and commerce.

The war occasloned a large increase in paper money, chiefly through
currency notes issued directly by the British Government. On July
29, 1914, the Bank of England bad issued $267,000.000 of notes secured
by a gold reserve of (O per cent. 'This had increased by June 18,
1919, to $505,000,000, with an 84 per cent gold reserve. On June 18,
1919, the amount of currency notes in circulation totaled $1.677,.-
000,000, with a gold resceve of 8.5 per cent. These were emergency
notes, and the whole amount was, therefore, a net addition to the
paper cireunlation.

The national wealth, valued at $82.500.000,000 in 1914, is now
estimated by Crammond at $116,000,000,000, representing a war-time
increase of 30 per cent.

AFTER THE NAPOLEONIC WARS.

England's recovery and Industrial expansion following the Napole-
onie wars furnish an object lesson that may well be recalled in con-
nection with the present situation. It is very difficult, of course, to
institute a comparison between conditions obtaining a century ago
and those of to-day. The applications of steam and electricity In
industry and other transformations and developments in the equip-
ment for supplying goods and services make ours an industrial age
mnrkedlf different from that of 1815. Nevertheless, without pressing
the analogy undaly, it is possible to find interesting and suggestive
similarities between conditions and problems in Great Dritain in the
two periods.

England took part in a series of wars that continued, with brief

interruptions, from 1793 to 1815. The population of Great Britain
in 1816 was about 20,000,000. The wealth of the United Kingdom
at that time was not more than $12,500,000,000, and the national
income was not more than $£1,500,000,000, Nevertheless, the country
had Incurred an aggregate debt of $4,475,000,000, the annual interest
charge on which was $163,000,000. Thus, approximately 11 per cent
of the national income was paid In support of the debt.” At the same
time the total annual expenditure of the Government was more than
25 per cent of the national Income.
It is interesting to note that the estimate of the ratio between debt
service and national income for the present after-war period is almost
identical with that just cited. The ratio between the total expendi-
tures in the coming budget and the natiomal income is 21 per cent,
or gomewhat less than the estimated ratio in 1816,

Moreover, heavy taxation durim;] the Napoleonic wars had bhorne
much the greater part of the Dritish Government expenditures. Taxes
yielded £9,732,000,000 and loans $2,189.700,000.

In spite of the heavy expenditures, the wealth of Great Britain
increased year by year durlnf the wars. The steam engine was brnught
into general use, and spinning mills in the cotton and woolen trades
underwent great development. The output of coal and iron rose
rapidly. Both internal and foreign trade multiplied. Exports, which
in 1811 were valued at $155,712,000, were valned at $248,166,000 in
1815.

During the Napoieonic wars there had been issued a great volume
of paper currency, and prices rose to great heights, After 1797,
when the Bank of England suspended cash payments, the country’s
circulating media consisted cntlrc‘-l{ of paper money.

Bhortly after the signing of the peace treaty there was a great
slump in prices, and the years 1816 and 1817 were marked by a con-
giderable buosiness depression. Poor crops in England contributed
much to this result, and another cause seems to have been a misjudg-

ment of the after-war continental demand for English manufactures
and a consequent speculation in commodities at prices which f:mv
ity to

disastrous to English traders. Whether the Continent's inabi
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offer goods in exchange outweighed the influence of English tariff re-

strictions aimed at the Continent, it is impossible to say. In either

event the result was the same. The Continent had need of English

%z]?odx, but was not prepared under the handicaps existing to pay for
em.

EBut in 1818, des?ite the temporary setback, British lndustrg’ and
commerce made noticeable ins. By 1820 a period of rapid indus-
trial growth had begun. hat had seemed an unbearable burden of
dght in 1815 was borne with comparative ease.

. THE OUTLOOR.

All in all, the outlook for industrial progress in England is favor-
able. The manufacturing capacity of the country has been greatly
increased during the war. n more notable have been the improve-
ments in ports and warehouse facilities. Ships are being turned out
rapidly, and the Dritish merchant marine still exceeds in tonnage
hat of any other nation. A system of preferences which unites the
various parts of the empire commercially more closely than ever before
will give the vast colnn&l resources a new significance for the develop-
ment of British industry and trade. The position of London as a
world financial center still is an exceptionally important asset for the
period of rehabilitation.

The recent removal of rvestrictions on the exportation of capital
for investment will naturally result in an exparsion of the export trade
and a stimulation of domestic production.

Much depends upon the spirit and temper of a people. Their record
of achievements in industry and finance has amply demonstrated the
capacity of the English for doing big things in a big way, and for
meeting emergencies with the requisite energy and ability,

In view of the advantages accruing from a century of progress In
the realms of industry and finance, it may be expected that Great
Britain will again recover from the effects of war no less quickly
than it did a century ago.

Fraxce, r

The surprising military achievements of France in the World War
attested not only the fortitude and morale of a t people but the
strength and adaptability of the country's indus 1 and financial or-
ganization before the war. Because of the sacrifices In men and
wealth which France made in support of the common cause of the
Allies, all the world 1s interested in the reconstruction and readjust-
ment of French industry and finance,

AREA, POPULATION, AND DEBT,

In aren continental France is more than four times as large as New
York State. The population in 1911 was 39,601,509. But in thinking
of France as an economic unit its vast colonial empire munst be in-
cluded. In addition, France now regains the lost Provinces of Alsace-
Lorraine, with an area of 5,605 square miles and a population number-
l.u;&‘ 1,874,000 in 1910.

he war losses of France in killed are estimated at approximately
1,885,000 men. In the 77 uninvaded departments there was, from
1014 'to 1918, inclusive, a loss in &opulntion of about 1,070,000, calcu-
_ lated on the basis of reported births and deaths.
The national wealth of France before the war was estimated at
$67,000,000,000. But in computing the value of national wealth at
}Jresent the changed level of prices should be taken into account, and
nasmuch as prices rose from July, 1914, to March, 1919, approximately
289 per cent, it may be assumed that a revaluation of France’s national
wealth in terms of money values to-day would give a figure well beyond
$100,000,000,000.

The total debt of France on July 31, 1914, was 34,186,147,969
francs, or, at par of exchange, $6.5 3.278,206.  The debf in’ March,
1919, was approximately $34, 68,000,000. Some $1,388,600,000, how-
ever, had been advanced to the Allies. Taking no account of other
offsets, the net debt, computed by deducting from the gross total
the advances to allies, amounts to approximately 173,000,000,000

francs, or $33,389,000,000.
The pa money in circulation, notes of the Bank of France, on
June 5, :EB!D. amounted to $6,628,905,000, backed by a

1d reserve
Equnllni 14.7 per cent of the face value of the notes. n July 230,
.Wl«!.6 1t ge note cltrculatlon was $1,200,000,000, and the gold reserve
was GL.

er cent.

Of the gotn! debt, about $3,785,000,000 is external. = As offsets to
the external debt, there are French investments abroad estimated at
£8,100,000,000.

ABILITY TO CARRY THE DEBT,

As estimated hg'ombut. the peace budget of France will require ap-
proximately 16,000,000,000 or 17,000,000,000 franecs, which is three
times the budget of 1914. The service of the debt, which he estimates
g{l{ll be 200,000,000,000 francs in 1920, is placed at 10,000,000,000

nes.

In view of the foreign investments and the ex payments of
indemnities by Germany, it appears that no great difficulty will be ex-
perienced by France in caring for the external obligations after the
resumption of normal peace activities.

The internal debt is so large that only by means of heavy taxation
can the necessary revenues for its service be obtained. In view of the
sudden invasion and the overruning of a lurfe portion of French terri-
tory, it was_deemed expedient to rely during the war mainly upon
borrowlng. TUntil the taxing machinery can be reorganized, it !% prob-
able that considerable further borrowing on the part of France will he
NeCessary. Ultima:egtv. taxation sufficlent to meet the expenses will
have to be levied. he exceedingly wide distribution of the holdings
of the Government debt by the French people should facilitate the raising
of sufficient revenue from taxation. -

The key to the solution of the fiscal problems confronting the French
Government is industrial. It is important, therefore, to note the degree
of preparation already made for the present industrial tasks and the
development and utilization of latent resources.

RECONSTRUCTION DURING THE WAR. .

The really wonderful efficiency of the French nation as a fighting
organization was in itself a guaranty that the national equipment for
production was highly developed. Nor was this magnificent equipment
for the production of the materials required in war used up in a single
supreme ort. France was not exhansted at the cloze ofp the war, as
was abundantly shown by its power of offense to the very end. It was
not necessary to adopt, and France did not adopt, the slogan * business
as usual” in order to preserve intact the capacity for peace-time pro-
duction. Efficiency in a long war necessarily requires a high degree of
provision for industrial production in peace,

The Departments of Nord and Pas de Calais, which were overrun in
the early weeks of the war, were among the most highly developed indus-

trial sections of France. The districts occupied by the enemy repre-
sented more than 50 per cent of the nation’s coal production, 80 per
cent of the total iron-ore production, 66 per cent of the steel output, and
68 per cent of the plg-iron output, The textile, beet sugar, and other
important industries also suffered greatly.

lowever, production was not paralyzed. So resolutely was the pro-
vision of food undertaken that by the spring of 1916 the agricultural
situation was almost as satisfactory as it had been two vears before.
It is significant that between June, 1915, and June, 1917, the number of
cattle in France increased appreciably.

INDUSTRIAL EXPANSION.

In various lines of industry there was expansion of the capital equip-
ment as the war i)rogreased. New plants were constructed and old ones
were enlsr?. n addition to the construction by the French, man
new works and improvements were made by the British and the Ameri-
cans, chiefly transport facllities.

The rapidity with which the French put new plants into operation is
indicated by the results of an investigation made by the Department of
Labor in July, 1917. Mines, quarries, railways, tramways, and estab-
lishments which were under the a‘uf)ervislon of the ministries of war
and marine were not included in the investigation. In the 52,278 plants
investigated, which were engaged in what may be called civilian produe-
tion, it was found that the number of employees at work in July, 1817,
was larger than before the war; the figures being respectively 1,559,-
393 and 1,524,950,

The construction of new plants and enlargement of old ones was
widely distributed among the several branches of industry., The chem-
ical industries necessarily were greatly stimulated. Before the slgnin
of the armistice the production of sulphuric acid had almost doubl
the Prewar volume, and the output of nitric acid had been Increased to
thirty or forty times the former production.

In the field of mechanical construction the war occasioned the re-
newal in large part of the tool equipment of the French factories,
Much of this equipment was obsolete and ils replacement with more
modern machine tools marked a permanent gain, The. scarcity of
workers in many cases was larg'e.lir offset by the introduction of labor-
saving machines. In fact, the utilization of machinery did not merely
raigl?cedrmjmer workers, It carried production to levels mever befora
attained.

COAL AND WATER POWER,

New coal fields helped to replace the output of the mines that had

n seized. The iron deposits of Normandy gave rise to an important
smelting industry in that region.

One of the most significant of all the industrial developments durin,
the war was the expansion of hydroelectric installations. Of the esti-
mated 6,000, horsepower available in the country, only about
660,000 horsepower had been brought into use in 1913. " At the end of
1917 there had been added some 374,000 horsepower, or more than half
as much as all the developed water power in 1913. These new power
installations have protoumllgo influenced the metallurgical industries.

Before the armistice about eleetric furnaces were producing steel.
with an e ated capacity of 800,000 tons unnuallf. beginning has
been made in the electrification of railways, and It is expected that the

work of further electrification will be d1:'::shm.l vigorously. A full
utilizatlon of water-power resources would result in a saving of ap-
proximately 30,000, tons of coal annually.

The principal sources of hydroelectric energy are in the sections of
France least exposed to invasion. This fact and the development of
transportation in central, southern, and western France during tha
war, including an enormous expansion of port and terminal works, com-
bine to make relatively permanent the new center of French industrg.
And this means that in many cases the destroyed factories in north-
eastern France will not be rebuilt on the old sites.

RECOVERY OF ALSACE-LORRAINE.

In addition fo this reconstruction behind the lines in France, the
productive equipment of the country has been greatly enlarged as o
result of the restoration of Alsace-Lorraine and the control of the coal
mines in the SBaar Basin.’

Throughout the period of German control agriculture and manufac-
turing in Alsace-Lorraine, already important, continued to develop.

The recovery of the Provinces is especial'lﬁjimportnnt for France, how-
ever, because of their mineral resources. e iron deposits in Lorraine
it is estimated, amount to 1,800,000,000 tons. They occupy an area ot
approximately 1,660 square miles. The output in 1913 was 21,000,000
tons. While the coal resources of Alsace-Lorraine do not corr nd in
volume to the iron, the control of the Ssar Valley mines will offset the
relative shortage of coal in the recovered Provinces,

COAL RESOURCES.

The coalm?mdnction in the Saar Basin before the war amounted to
about 16,500,000 tons annually. Accord[nf to the terms of the treaty
of peace Germany undertakes to deliver to France 7,000,000 tons of
coaP a year for 10 years, and, in addition, an amount of coal equal to
ihe difference between the annual production before the war of the
mines of the Nord and Pas de Calais, which were destroyed as a result
of the war, and_ the production of the mines of the same area for n

od not exceeding 10 years. Apparently, then, the coal resources at
he disposal of France in the reconstruction LEeric«l are to be in excoss
of the conl produced before the war and the iron resources will be
greatly super?or to those of the prewar period.

POTASH DEPOSITS.

The potash deposits of Alsace also are important. The output in
1918 was 350,000 tons, although the Germans had never found it neces-
s.lu'g to work these deposits intensively under a polley of artificially
restricted production. In the coming years unusual emphasis will be
placed upon the enlargement of agricultural production in France:
und} ?:I‘t?ry domestic source of fertilizer will facilitate the expansion of
agriculture.

gAlsaca.»Lormine was the chief seat of the German cotton manufactur-
ing industry and was also an important center of the woolen industry.
The number of cotton spindles in the returned Provinces before the war
was one-fourth the number in France. Other important manufacturing
industries in Alsace-Lorraine include glass, chemicals, and paper.
WILL DEVELOP MANUFACTURES.

The indleations are that France will not revert to the prewar indus-
trial position, characterized so largclﬁ by small-seale producétibn of
fine-quality manufactures. Doubtless there will be suflicient hand pro-
duction and conecentration ugan quurly articles, but the main develo
ment ;l)romjses to be the building l%? a great manufacturing center in
line with prewar developments in England and Germany. Fundamental
bases for such a development are found in the coal and iron which
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will be- availgble in the: reconstructiom period, the large resources i
water pnww. and the nnmnd port facm-tm With a vast eolonlal
empim ying raw ma s and abserbing manufactures and with
o ets open te French trade. threughout the world it is reason-
nble to expeet that France will eventually beeome a much more
powerful manufacturing nation tham it was before the war,
FRENGIL COLOXIES.
The importance of the French colonial possessions for the futuve of
French industry should not be, owﬂmhu{n
The total arean of the French colopial possessions is more thamn

twenty-two times, that of continental France. The population of these |’

eent than the population of continentall
nee, e fmdustrial development of these ou
regionsg bestreﬂecudlnthemttstlmormde. In 1913 the to
foreign trade of the colonies was valued at $608
therefore, was approximately ome-fourth that of Framee
is important to note that France suppliel 33 cent of
off fihgocc}la{mieu and: of the exports from the co
sen

This vast colonial empire of France contains valuable resources—
agrioultural, r&rea, and mineral, Thne wli]:}hq tn::qmm for the mm
develop ese outlying regions, imiications are
their- ment in the near future
tham im the years immediately before the war,
the raw materials which the eolonies can su la,, amk thr. manufiatn
'+ of France will need new o The logical

colonies: is greater by 1§
Fra The of

&: hnpe:ts,

Fren
time, It is to be expected that m:mh capital. will: be invested' more
heavil EWeT ; not only in French eolonies but alsa, in other:

b if
undeveloped: lamls.,
PROBPECTIVE, AMMMTETLTURAL DEVELOPMENTL

AS & Necessary of the industrinl development of Franee in the:
reconstruction . much emphasis is te be (le.-ed npon agrieniture,
There was a nuﬂm-nlale- extension of the use of agricultural machinery
before the war, pagticularly in northern France. The stimulns to the:
use of machinery whieh: has beerr eceasioned by the war will not be:

ssipated at once. The enarmous capaeity of the French m cal

will: find: one: of its natucal outlets in the pmducninm of
miachinery.

Ly view of tha-hnmrtnnm that the development of the export trade: |,
e peeanstruction:

of France will assnme in period,. it ik significant; to, |,
nate that the by the: French: merchant n:uz:lne during;
the: war have been offset by new . and: Other
consteuction. is; under wawy,, a.mt parlian ot the indhnmir:r “exactad
g R R T A

'S g shows. t e tonnage o
Eranee's- merchant fleet exceeds the pmwm: figure.

SPEEDY RBECUPERATION.,

The French ple lhave made surp
stice in ludjmmgt Lo, & pence bnﬁs.
1919, the minigter of in ial. reconstrugtion nepamdi that: ent m} IL

progress. sinoe the armi-

tal L300 yees. oe ed. en: Nowember LI,

np nt 2 nﬂ‘. nrlsm anls. 1,. 000 v:]:m thné: ﬂfm.h
peaceful pru:sn.l mﬂgwnn riment of Labor
ril revaaled tha M that the mmoln the wae wobnkiers: in

u
ments of the recomstruetion: iod, is
means, of communication,

Qne o
found m tne mpidl Fod |
e war r:“gve been, restored.. It is reported that 90, |j

or hnml.ltrlat%r %aﬂrin

cent o e cm:lrlged
perm one-th of the h s dunaged during the. war have
tedd pegions reported im June that

: . The minister o'! il

T0,000: had already bea “.'-"?" that 0000: new houses
been completed, and that between 000 and 79,000 houses were under |
mt&m

ABEE TO SUPPLY MUCH EQUIPMENT:

While o g:mu: volume of raw matecials from aliroad will be required in
the work o rehahmmunn. fon the mest ?&rt French industnies, are them-
selves able to supply. t meessary equ melht- The great need ig net
foreign. machines and tcmlx. but. th which, to, cperate ille
equipment. The country is h.n.nd! somnwm at the
in its purchase of materials abroad ¥ the unfavovable exc ange rates.
As an offset, however, the recintlbn of the franc in forelgn markets:
tends to resl:rig. ttl}o 1mportn on of goods which are not essential in the. ||
Necessary wor

Moreaver, it does not follaw: that Frenah Industey can not precveed]

on a e until the franc is restored to i
le that o measure off sbubi Y uan

Fronch people: to. conduct theic tmm
advantageonely with outsiders, the: frane naumlm for o
]oﬂgﬂmma&mdﬁ&amtimethmwhm and: espec in the trade
W ther- nations whose exchanges are not at pap the dim'r!njtiim willl |
not be- Insuperable.

'THE RECOVERY OF FR:ANCE AFPTER- 1870

After the decigsive defeat at the Dands of the Germans, France agreed!
in the treaty of 1871 to surrender Alsace-Lorraine and to pay in addi-
tion an nity 800,000 francs within a period off approxi-.
mately three years. s well’ known: that France: displayed: ren 1

recuperative: powers in the face of such tremendous: acles.  The in-
&lm:llbt was paid in o shorter: thme than had been allotted. Fov some
years: after 1 the: industry and trade of France gave evidence: or
unnsual presperi It is noteworthy that approximately four-fifths of |
all indemnity payments were in bills of exchange and not in money:

There are, of co marked differences bntwm um upmhl!zms which
confronted: rmnm- in 1&11 and those of to-day. it after an over-
whelming defeat and the Ioss of an important poruons of French: wnrtborg
ﬁ“ﬁm D et gmﬂt?mﬂm.m 1E may be

W L ne an may o

gat recovery in thepptuent\_ f reconstenction wgl be no less
plmnomenal than in the earlier period.. France is in a favorable situa-
tiom k reference to the expansion of the nation’s trads with the
’teal:Eu and the French colonies in particular. The. 1
econ tuation appears, to be on a sound basis. With some outzlde
assi!rlnnce fn the form of capital and labor, therc maJ built

great industrial nation—the new France, in the expanding wqud

be obtained which: w

trade om a twall! commensurate with the country's regources and ad-
vantageous location,

800,000, The tmdn

ondes -is per cent was |

| cultiyation, The average. value of the. produce pen aere was

As analy as Februany,, i

have been reconstructed and that i

had 1mlng:. especindly machine: and! en

resent time |

BELGIUA.

The case of Belgium is in some respects nnmigne:  Tha country was all
| but completely overrun by the enemy, amd because it was o manufactur-
{?nz ngnmter the bulk of its wealth was of a sort readily destroyed or
i tmpa.

L
o
i

DEBT:
\ Tke peaces treaty provides ihat Germang shnu xeimlmrse Belgium: in
the form of gold bonds for advances. made Allies before the
armistice. IHeads of deiegnﬁpns ot the peace con crence are said to mve
ngreed to recommend to their respective parliamentary hodies that Ger-
bonds: be: substituted for advances made by the Allies to

i Beﬁfﬂm. thus canceling this debt.
: debt of B‘elxlntlgq‘ eﬂ:iusiw of war loans fnrn the United States

off the unﬂam ivalent at par
ao;tmhﬂage to: approrima C00, 'l:his-isarliht.nmrethan
¢ || twice the debt in ti Oﬁmz OOQDOGextema.»debﬁsm-
| 000,000, represonts. mmuw. which: is to- be

m&h.penhfga 1 thinat: tD& abili
8, to. :umss eQ ums t 0099
Jwitkth&mn is o consideration of the prewar industr lgi uurmﬁo?t and
how the nation’s capacity for the production of weaith hns been modifted

rbzz the war.

@n: the eve of the war Balgium was one of the buslest countries of the
world. Although in area onlv a little laeger tham Vermont, it never-
| iess supported: a pepulation of more than T,5300,000,
! AGRICULTURAL RESOERCES.

Belgium’s prosperity and high pesition. ameug the Industrial nations

t_‘: , before. the warn had an, especially sound, l:ui& i the country's highly

. developed. agriculture. Alaunt three-iifths: of the: total area was umln
mately $100, a yield equaled by no other coun Land own ; in
small units b) workers has been. encouraged. The intensive cultivatlon
of small farms, a certain traditional aptitude for afrlcuttum. an excel-
system of agricolimeal edueation, low railromd rates, good roads,
frit of mutunl el iness, as shown by the more than I.&QO
| coopera i souleties, have all contributed to the prosperity of the furm-

! in
lim‘porumt as has heen the unparalleled devntnnment of Belginm's

' agrienlture; it i the munufaeturing and related industries, diversified
and intensively developed, that hawve given the coumtry so prominent a
place among the commeraial: nations.

i €0k, SND: IRON DEFGSITS.

Aay Impovmnt Bey to @ nation’s indmstrhtl progress and possibilities
‘15 s ml smp y For some- years hefore the war the output averaged

* about 23,000 tnamq and until 1907 Belg'mm e more coal than
‘v dim $OT, lowever, increased domestic cons ﬁ:;t'; %ue
ut a

primarily m Lhe mﬂptd growth. of i.ndustrlug has: brongh
! reversal o \fm & war Belginm was: con-
mumlugr I" pen cent more coal t t*he dsmeaﬂ.c production, the im-
ported’ coad ceming prineipailly fvom Germnny.

Along with the cond vesources v the southernm Provinces ‘are rich

long time; ced ﬂ'l
! 1912, ohiefly ftom Lusembutg ores, 2 tonz of pig iron, This
| autput of iven wes reflected in the country's roBperous T industuy.
| Although the: steel business is sn old and well-estahlished one it las
recently experienced a remarkable e t;immsion. In the e
| the: war Be its pmdl.m on: 160 per cent,, the total pro-

: inereased
| duetion: being, hu round numbers, 2 tons. The output of fin-
i islled iron and steel was greatly immuﬁ the domestic needs, and
! there was @ growing market for the high-grade Beigian steels; famous
the worldi over.

In keeping with the development of the iron and steel industry tlhere
has been a significant expansion of varvious related limes of mmnufirc-
gine works, and the comnstruction of
! railway equipment and autemebiles, 'The zine, Tead, chemiead, glm,

the: other more important entm'p Bes.
way in Belginm in proportion to area
Prac ticaliy adl the standard-gange roads are

v andi ﬁextilu- industries are amon

| There ase more miles of

than in any other country.

I owned by the Btate;

| The operation of the State pailways sinee 1835 hns lu.w-rr financiadl

suceessfol,  The capital invested in the roads in 1912, $320,000;000,

was equal to two-thivde of the State debl.

‘Ehe- Balg have for o long time: held: a, Inant: pmﬂw in in-
finange, the estimoted wolume ui

| ternatin investments in
lﬂ-L:l- being: $548,000,000, almost twive the pmm.t oxternall debt. Bal-
n}itm.l is fonad in o grent variety of u.ll aver
tlm There are DBelgian banks, minm; wa.vs. ete,, in South
J\I:I‘Jel'-i-lma\. China,, Spain, and: ltady, and more ¥ and
t&e;:ﬁr%nmn antnrpninTlﬂre varionus m:rmi M“Emom- nnv.e- beam 2

! aatar Russis's. ipon o
before thn Wiar was plnauced g" y Bed o %mm

t!fnm eom, recen
,or- by firms in which Belginm mwi was. invested! Belgian. companies
, suppliedi equipment for numereus: tramways in our westerm cities, and
| many Muecican wiility securities are suﬂi wnmlt hs Dolgians..
_l DESTRUCTION OF PROPERTY DURING THE WAR.
1 The national wealth of Bval.ujum. estimated: in 1012 at 2 S-Oﬂ»
iO @ francs, ot agp l;; $6,000.000,000:.  Lm cnnsldenin"
ralm af the def)r. to. the value of the wealth at the present time it mum:
at both are asnressed; in terms of a money whose e
iﬁ' fl'rm ¥ Del'tm' that of prewar timaos.
is. well known. that the Germans destrayed; amd carried away great
s of wenlth, Hoew much of this was in. the form. of nelatively
xedb%ptm equipment as compared with eonsumption goods, it is im-
o8&l 0
5 By the ten;s of the peace treaty Be]gium is to be compensated for
all the destruction or appropriation of vty ineldental to the war.
;BI.H: the indemnities cam not be imm tn; available. im ; mor, if
' they were ln:cﬁhla. conl they be traszstomnﬂ at onoe
: into, buil ema'nt'p the conntry is: confronted
| with a situstion characterized n{'y shortage both of cansumuble
| goods. and the means of rrmdm:mr
| nmmm:wv ACTIVITIES:
| t made- ea.rl,r in 1919, after i.nmunthm
cominittee of mlsimn. showed that the M{H
triea was not so unfavorabla as. had P'ancralls been supposed.. t
was found that most of the indnstries, could @ operatiom in pa
'at lenst, immediately. Belts. and other of the. dnst«:ini

the central in-
ion; of Bei&i.u.n

Aceessorieg:
plants bad in many- cases been removed, but the dellbemte wrecking of
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plants was shown to have been narrowly confined. The Germans had
need of the output of various industries during the occupation and
these had been carefully preserved. The greatest handle was found
in the inability fo resume adequate operations promptly in the basic
metallurgical industries,

TRANSPORTATION.

The main Belgian railways were completely Germanized during the
war. The rolling stock which fell into enemy hands was. in general
worked almost to the point of destruction. pid progress has been
made in restoring the roads to a workable condition. Considerable
replacement of equipment from German stocks has been effected, and
practically all the statlonary u1¥ment has been so far restored as to
provide slow transportation of freight about as in normal times,

An interesting project in connection with the reconstruction of Bel-
glan railways is the proposed electrification of the whole system, the
Eower to be supplied by generating stations in the coal-producing areas.

he project has recently received official sanction and work is expected
to proceed promptly.

LIGHT RAILWAYS,

For its size, Belgium had a larger and more efficient system of
narrow-gauge local railways than any other European country before
the war. In many sections rails were taken from the lines and relaid
by the Germans. Rolling stock was also command .

However, the business of the light rallways, as measured h{nthe
receipts of the company operating practically all the lines, continued
to grow throughout the war period. The receipts were $4,543,000 in
1914 and $8,108,000 in 1918. Dividends %rew year hiv; ﬂyenr from
$1,172,600 in 1914 to $1,691,750 in 1918, while appropriations to re-
serve increased proportionately even more in s period than did
dividends.

TORTS,

The port facllities of Belgium were damaged in varying degree by
the Germans. Their repair was no less urgent than that of the rail-
ways. The work of clearing obstructions was undertaken immediately
upon the signing of the armistice. Within a few weeks navigation be-
tween the sen and Antwerp was comg]ljetely reestablished, with all
buoys and lights relaid. The cargo-handling facilities of this port are
in good condition. Work at the port of Ostend has been pushed
}rlg?rgus}{, and by April the harbor could accommodate vessels of 14
eet draft. /

These mmgles are Indicative of the rapidity with which the trans.
port system of Belgium is being restored. 1t is characteristic of Bel-
gian enterprise that, in addition to repairs to ports and waterways,
certain improvements planned before the war are being made at the
same time.

RESUMPTION OF INDUSTRIAL ACTIVITY.

Inasmuch as Belgian steel and iron manufacturers and other allied
iron and steel sra ucts comprised over 12 per cent of the total pre-
war export trade of Belgium, it is necessary for these industries to
resume operations as soon as possible. Furthermore, as textile and
other manufacturing plants have been stripped of macﬁlnerg it will be
necessary, for new machines to be installed, and it is desirabie that the
Blelgian steel works should assist as much as possible in refitting these
plants.

Although the Belgian steel companies were in a very bad way, due to
the destruction of most of their property, several mills could operate
at the time of tne armistice, and others have since been put in order,

Some 10 or 12 of the largest steel companies in Belgium have under-
taken the formation of a large steel corporation similar in plan to the
United SBtates Steel Corporation. Each of the plants, it is understood,
will specialize in some particular branch of the steel industri;.

There are multiplying evidences that Belglan industrial life in gen-
eral is steadily and surely resuming a more normal appearance,
German tprlsoners have been used to advantage in eclearing away the
débris of rulned buildings and in other work. Many carloads of ma-
chinery and fixtures taken away by the (Germans have been returned
and set in operation. And reemployment of the workers at high wages
has resulted in the withdrawal of public aid from nearly all of the
800,000 persons who were being assisted in November, 1918.

And official reports indleate that the yield of this year's crops will
not be much below that of normal prewar years.

CONGO.

In the Belgian Congo there is an asset which will prove of increasing
importance in the future development of Belgium's Industries. In area
the colony is cighty times as large as Belgium itself. Although situated
in equatorial Africa, its climate is, on the whole, much more salubrious
than that of most tropical countries, because the greater part of the
country is a comparatively htlgh latean,

* Since the annexation of the onin by the Kingdom of Be}]giam in
y

1908, industrial enterprise there has been concerned chie with
preparation for a comprehensive and well rounded development of the
colony through the exploitation of its enormous resources—agricul-
tural, forest, and mineral.

Among the surest evidences of a wise preparation for the future de-
velopment of the Congo is the official recognition of the fact that the
foundation of a stable economic life and of enduring general pro ty
there must be found in agriculture. In 1910 the vernment began
a comprehensive program of agricultural education and experimenta-

tion.

Quite naturally the development of the transportation system of the
colony legan with the utillzation of the Congo River and its tributaries
the worlg}:; second largest river system, with about 10,000 miles of
navigable water. In January, 1916, there were 1,165 miles of Congo
rallways in oﬁratlon. Im?orhu:lt additions to this mileage have since
been made. om the navigable Upper Congo River it is now possible
to ﬁo by train to Cape Town in the south, and to Belra on the coast
of ortufnese East_Africa, and by train and steamboat across German
Ea;“t:t Afr c% tolthe Iindlanit?lcea?.th G (et &

e wvast mineral wea 0 @ Congo includes copper, tin 1d
diamonds, iron, and coal. The chlef mining interests are the ,cogo r
properﬁes in K&tanga tt‘ﬁe :mtzﬁlegster?t sectiunb e?f the colony. Only
a small proportion o e to eposits are ng worked, bu
es%l{mted}on I 1%}8 w{%si40'0?t% tionsiﬂla had g 1 : i

e colony's exports and impo n ad a value of approxi-
mately s25,000,000‘fonnd in 1916 the foreign trade exceeded 338,058,000.

BELGIUM'S CHIEF ASSETS.

The depletion of manpower in Belgium during the war was not as
great proportionately as was experienced by most of the belllgerent
nations, for the sudden rush of the invasion made it impossible to
mobilize a large number of the men of military age.

The proved industrial capacity and dependable character of the
masses of the Belgian workers are the nation's best assets in the present
emergency. The record of the nation's achlevements in the past and
its quiet and confident ﬁrappling with dprescnt difficulties are the surest
guaranties that the Belgians can and will conquer in peace as they
conquered in war.

ITsLy.

The definite completion of ITtalian unity as a result of the recent
war affords Italy the first oPportunlty to use the country's economic
resources freely in the creation of a modern industrial system. This
achievement has been made at great cost to the Itallan people, of
course. While the national debt has been greatly incressed, at the
same time the country's economic power has been enhanced,

The estimated value of the national wealth before the war was

16,200,000,000 ; according to the estimate of the finance commission

or reconstruction in Italy, the wealth at present has a value of
110,000,000,000 lire, equivalent, at the par of exchange, to $21,250,-

The debt of Italy on March 31, 1919, including paper money, was
67,667,454,963 lire, or $13,070,018,807, of which about three-fourths
was internal. The external debt, amounting to $3,330,141,784, con-
sisted entirely of credits extended during the war by the United States
Government and Allies. The prewar debt was approximately $2,651-
748,000, The annual interest on the entire debt as of March 31, 1019,
is approximately $577,234,230.

CURRENCY AND FINANCIAL POLICY,

In July, 1014, State notes outstanding totaled $96,307,000, and
bank notes $421,319,000. On November 30, 1918, the State notes out-
standing amounted to $403,177,000, and bank notes to $2,238,221,000,
At the earlier date the ratio of metallic reserve to State notes was
26.56 per cent. The corresponding figure for bank notes was 68.1 per
cent. n‘}:.t the latter date these ratios were, respectively, 13 and 10.9
per ce

The adverse effects of this inflation have been greatly tempered by
the adoption of a sound taxation policy on the part of the Italian
Government. Additional war taxes were imposed to meet added ex-

ditures. The success of this taxation policy is indicated by the
act that the ratio of debt service to revenue receipts, which in the
fiscal year 1012-13 was 23.6 per cent, fell below this figure only once
during the war; in 1917-18 the ratio was 25.5 per cent.

Signor Nitti has estimated the peace budget of Italy at approxi-
mately 6,000,000,000 lire, or $1,158,000,000, which is considerably less
than the total revenue receipts for the fiscal year 1917-18, and is
about two and one-half times the prewar revenue receipts. In this
estimated peace budget the debt service will consume about 50 per
cent of the revenues,

LOCATION, AREA, AND POPULATION.

Italy is situated within easy access of the Atlantle and Indian
Oceans and has, therefore, special advantages for commerce. More-
over, the Itallan Peninsula forms part of the shortest route from Euro-
pean industrial centers to the Suez Canal, and transportation across
the Alps is facilitated by four or five lines of railway and by well-
constructed roads.

The total area of Italy, without the new accessions of territory, is
approximately 110,632 square miles; the estimated population in 1915
was 36,120,000 people, he war losses totaled 462,00 men,

Italy has been handicapped by its lack of coal and iron.
there is considerable nEﬂl::ultural wealth, Italy’s greatest asset has
been its population. The growth of population was such as to give
rise to heavy annual migration, and one of the country’s prlnclfpnl
means of increasing the national wealth has been the receipt of money
from Italians living in other lands. '

INDUSTRIAL EXPANSION,

Italy has had a jong, hard struggle to recover lost ground in her
industrial aectivity in comparison with the countries of northern
Europe, Up to 1860 the best of her energy and the lives of her sons
were sacrificed to obtaln national unity. Since 1860, however, Italy
has striven to regain the lost ground, and up to the outbreak of the
war she had succeeded in no small measure,

Althoa%l; Italy is primarily an agricultural country, considerable
progress has been made in manufacturing.

e continuous economic development of Italy is illustrated by the
following res reflecting the first half century of Italian unity, from
1860 to 1910. During this period the value of agricultural produc-
tion increased from $540,000, to $1,740,000,000. Thirty years ago
the indus of Italy were but little developed, whereas there are
now approximately 150,000 establishments and factories whose pro-
duction amounts to several billlons of lire.

Between 1880 and 1913 the value of Italian manufactures rose from
$120,000,000 to $600,000,000. According to the eensus of 1911, there
were 3600,000 talians employed in manufacturing industries and
11,000,000 in agriculture,

X IRON INDUSTRY.

The Italian iron industry is new, The output of pig iron from the
Elba mines was 112,000 tons in 1909. In 1913 the output was 426,000
tons. Before the war ap?rox!mately 200,000 tons of plg iron were
imported every year, principally from the United Kingdom, The out-

ut of steel from 350,000 tons In 1909 to 1,000,000 tons

While

credq

The Italinn engineering industry has made considerable progress in
recent years, particularly in the decade before the war, In wﬁ Italy
was producing all rolling stock needed for the railways and had n
to supply French railways with equipment, Italiann works had a
capacity for turning out 1,500 engines and 12,000 freight and pas-
senger cars a year, Despite the energetic competition of Germans,
the Italians had made great progress before the war in the production
of electrical machinery,

BILK AND CHEMICAL INDUSTRIES,

Silk manufacture has been one of the most important Itallan in-
dustries, Before the war 175,000 people were engaged in this in-
dustry, Exﬂorts of silk accounted for ome-quarter of the average
value of Italian exports. In the yearg preceding the war the Italian
woolen industry had reached a considerable development, gradually
emancipating Itself from foreign control and seeking new outlets for
exportation. About four-fifths of the raw material was Imported from
South America and Australia. Although the prices for raw material
increased about threefold after the outbreak of the war and coloring
materiala for dyeing became constantly more scarce, the remarkable

rogress achieved from 1880 to 1013 bas been admirably maintained
gnr ng the war period.




636

CONGRESSIONAL RECORD—SENATE.

DreEMBER 16,

AGRICCLTURAL PRODUCTION.

Whent is easily the mogt Impertant agricultural product of Itulf
both as ards area sown and the amount of erop produced. It is
estimated t about 34,000,000 acres are devoted to agriculture, and
of this amount 11, ‘00000 are sown with wheat. The total yalue of

the cro&; and pmduets of Italian agriculture ns a whole is placed at
$1,36/ 0,000, while the value of wheat at a normal price is estl-
Mmi)es.z.mmm}m Ag other cereals, about 4,000,000
acres are planted With maize and 000,000 with rye, barley, rice, and
oats, Sugar beetx, hemp, flax, and tobacco take up about
of the total agricultural area.

Another t branch of Italian agriculture is the uction of |
grapes and The statistics for the last five years ore the war,
when Italian agrieulture was fio under normal conditions, show
that there were 11.000,000 acres of v ards, ndng979000.000

gallops of wme There are also more than 3, 000 acres planted
with olives, from which are obtained mearly 350,000,000 of oll.

1taly nlso raises an appreciable crop of oranges ‘and lemons, which
are grown extensively in southern Italy and Sicily, and amount to,
about TRO,000 tons a year. Nearly 100, tons of and about
200,000 toms of lemone are exported
manaf; citric acid and simi

a frult-growing organization founded by the Government, which

been an important factor in the promotion of thls industry.
['ndouhtedly silkwg ds a place next to that of wheat-zrowing
il agrlml amount of raw sil:mm in Italy dur-
pﬂor to the war was 10,000,000 and

.Obgpoamds. the greater part of which was
ECONOMIC CHANGES,

g; the war period indusirial growth in many directions has been
manlfea

regll.ait irw.d“e'jnlgié {he total wmami mplral of all the ll%i)iiad ﬁ%ﬁ
ly was appro: § 8 capita
risen before the end of l!?? 0&, 006500 b]r nbout 146 omt,
u%h“mi?rsfé;mfoodo the tu' rt af h.l h has
a cap! o 003, gmn. m w c
itali ?1. w:t h'dn&:. lni.eﬁ has also ateel
ca zation compa 5 grmrn com-
. for i ve not less than 8198 000,000 of addi-
tional capiial.

'l‘achniﬂ!! improvements have been warions. In 1913 the electric
furnace was virtually unknown in the production of Italian plg iron.
.500 eltsclrlc furnaces are used extensively and have a capacity of

juk

Prior to 1914 Italy imported most of the machinery used in the
textile, beet sugar, and paper industries, as well as agricultural ma-
chg;r % Italinn concerns are now able to supply a large part of this
equipmen

In common with other countries, Italy experienced a marked growth
in the chemiezl industry during the last five years, and the develop-
ment of electrieal power will afford opportunity for a stifl further
expansion in these lines.

ENQINEERING SKILL DEVELOFED.

Italy has derived another gain from ber supreme ecomomic effort put
dur the war—a gain which is less tunfihk than those set
phs, but one mo less valuable im v'ltlhe

futare us om of the country, This is an

ation in the eyes o themml.mletat‘thewoﬂ of the nd skill
which bas been demonstrated by the engineering abili sp!ayed by
the Italians in dealing with all sorts of complex and d t problems

presented to them in their vast war p
munitions of war, the manufacture of seroplanes, and the des'elo ment
of shipbullding, all in the face of great difficulties, have that
thevkﬁl&ndnbmtyoft he Italians is not a thjngoftra mbuta

power that ean be turned to aceou'nt in any crisis, In view

m. The production of

of the wvery le gains in the induostries of the country, together
withthemwp:ankemd seionsness of po-lreronrhegzrtotthe
Italians, and the recognitlnn or this

gower other conuntries, it seems
gafe to assume that im the future wﬁ‘l prove to be a forceful
factor in the world’s industrial and mmmerdal life.

Since the F of the armistice Italians have been espe ag-
gruﬂre in restor trade, particularly with the Bnlkm nndY

WATER POWER.

hydroelectric power already in use and still to be developed will
be the most lm%orumt factor in the ind'm‘tr‘l.ll future of Italy. During

talian autherities granted 54 for conmsxians
Piedmont, with a

ntTIleee concessions 5 'UT ‘I'ith
ur-d rx?mrer. n Umbria,
34,500 horsepower ; ?‘ombardv with 37,000 horsepower; and sev-

eml in Calabria, with a capacity of 26,880 horsepower.

has been estimated that Italian water power is capable of suppiy-
!ng a toml of over 6,000,000 hor ; there is in use a:ngrmnt
more than 1,200,000 horsepower, ks under constroction those
deﬁnitely planned for the tmmediate tutum will have a ecapacity of
800,000 horsepower. It is expected, therefore, that in a short

2,000,000 heﬂepowér of electrical energy will be employed. More than
200 miles of rallway have already b('en electrified,
tural reso
In any future adjostment Italy will not
in developing her agriculture, but will require good
opmh;ge and proﬂtnble markets having quick and easy communication
TRADE EXPAXEION.
While an expansion of agricultural production will be sought, prin-
elpally through :mpmvamenm in meth rather than by extension of
g. The a‘mnﬂ.ut and relatively cheap and cient
labor supply, m&:ﬂ with remarkable en; ng skill, will facilitate
the intensive utilization of the nation’s resources for manufacturing.

agricul: urces of Italy are of far greater importance
t.han lt.u nineml wealth,
centers of production.
the area under cn]t‘lratlon greatest development is to be expected
from 1908 to 19813, inclusive, the visible trade
averagin

| Far

sn excess of imports g a 0,-
;i so-called adverse visible balance was offset by 1s
ftems. The principal invisible items, with estimated average unts,
ng: urn on Italian ents abroad, $15, 5

net remittances of emigrants and expenditures of travelers in Italy,
$170,000,000 ; and receipts of the Italian merchant marine, $20, 00D,

During the war the adverse visible balance has increased and the off-

lettlng i.n‘msihle balance has decreased. This fact, together with cur-

t:l!:l has been reflected im the depreciation of the lira in

e ma.rkets. With the ggtnmuon of mmj -':Jnnlnuﬂ:ad in indus-
OWever, of

ba ei!ec't e?lma“l'wrlsts’ T balancing e nation's e account

no doubt, will both surpass previous records.

ftures and remittances of emigrants,

The continued emigration of lnborers and seltl rs 1o other countries
will help to create markets for 1 ti!«cp hern Franee and
South merlm countries especia.lly wg.l be invﬂ.ing ﬂelr}s for Italian
Overseas have an area of about four ttm;!:

emigrants.
| that of Itx:lj;:propn-. including the accessions of territor
consequen

the recent war. These offer important in
g&ge possibilities making for the development of a great indnatd.al
Italy is well situated to serve as the principal entre- between the
gﬂtmﬂm&amdmﬂmﬂnm ita épgrtu’htheirhh-
toric legucy of maritime supremacy and their proved initiative, will
mnot fail to avail themselves of the epportunity to develop 1talian indus-
try and commerce,

PRICES YESTERDAY, To-DAY, AXD TO-MORROW,
[An nddrm befare the Editorial Conference of the New York Business
Publishers’ Association, New York, Aprg}, 1919 by Osear P, Austin,
statistician at the l\auona.l Clty New Nork.]

- » - s
‘.I'Nﬂml N m GD\'mlll‘l‘lL OBLIGATIOXS,

In addition to the wvast sums of legal tender curreney turned out by
15 responsible Governments of the world, (hese Governments have at
the same time made an even more spectacular advance in their issue
of another series of & romises to pay, which, while not legal tender in the
ordinary sense of the term, do orm a more slowl moving mass of
currency. By this I mean the $180,000,000,000 of bonds or other
forms of natlonal obligations issued by the (xmmmmta of the world
in the past four ywu. for the national debts of the world have ad-
vanced from §40,000 000000 at the baglnn!ﬂﬁnof the war to $220,000,-
000,000 at its close. And while these other nmental
promises to pay money at some future date are not legal tender currency
in the ordinary sense of the term, they do pass current in the flnancial
world and prove a basis upon which money miy be readily
their holders, and to this extent are an addition to the world’s clreun-
lating medium.

BAKK DEPFOSITS GREATLY INCREEASED,

Btill another incresse in cirenlating media is found in the enormouns
growth in bank deposite, which of itself inereases circulation through
the inereased use of ch in countries such as the United
States, where the check forms so lar a share of the daily business
iransactions of the country. nait! in 15 principal countries
of the world ha 6"603“’" from abont 000,000.000 1913 to approxi-
mately $75,000, 000 at the

These increases in cireulation, lndebtedneas, d bank deposits, while
oecurring primarily in the coun particlrnlng in the war, have also
exten to many ether coun ( pe.whu*etheslx
principal neutmls have during the war od increased their national
debts $1,000,000,000, their note circulation over a billion dollars, and
thelr bailk deposits nearly $1,000,000, 000.

narﬂ' has lncrmseﬂ
t mtio ndgbt 000,-

Thns a short 4i-year period w
% 000, world evidences
000, a.n world bank de ts $50, 000. llost of this ‘enot-
occurred The

mous inerease In currency

1 durlnx the war i
Bt:r cent of world circulation at the heglnntm;

h.u passed into the vauits of the Govermments or of

a hasis for their paper

rdation of lrut about 20

lation, and this propor

respective countries are com:

INFLATION AXD HIGH PRICES.

If the world's historians and financiers and economists and statis-
ticians are right in their general belief that an advance in prices
usually accompanies or closely follows inflation in currency, and espe-

&e.r currency, can we be at world-wide advance
.1.n prim which we have witnessed i'lm ithe past four years in which
r-oliler]ﬂ currency and bank deposits trebled and mational debts quin-
upled ?

[Prom the AMid-November, 1919, number of Business Comdition, p. 15.]
RBCONSTRUCTION. F

Panl M. Warburg, former governor of the 'Faﬂeéa] Reserve Doard, after
a two months’ tour of England, Holland, France, Switzerland, and Ger-

currency, and now !Jma a
cut to 'Lha flood of paper money in cireu-
wﬁgld to paper warles widely when the

many, declares :
“The United States must assist the other nations of ‘the world in
restoﬂn themselves or the whole world will fall into bankruptcy or

. spen Earo thout belng
eef mpressed with the fact that war has opened wide the dikes once

ecting our old form of society and that the unloosened currents, still
nncont ed, are ranging over areas tarl beyond the boundaries of the

countries directl involmd in the war, will be the will of men that
will detemina final nutwne. The Iaaaun that one brings home from
Europe therefore, that we t stand 1 with Tolded hands

but tlmt it Is our duty, and within onr
which, if unchecked and-permitted to run
to e_xtremaa, will e

‘“There are many who, ﬂiagusted and disheartened, belleve that we in
the United States of America should wash our hands of Europe and
leave it to her to ntralghten out her own affairs, 1t is too late for that.
By the declsive part we p n deciding the war and the g_nce we
have assumed a moral responsibility which we now ecan not shirk. For
influeneed vory materlally by eco-
nomic forces, and these forces we l.nr.lagely control, n%ninversely to a
certain extent they control us, In order to Burvive, Tope needs our

roducts and requ them largely on cmdlt. and it is our moral duoty
o furn .  While our self-interest s involved in this,
Furope's dt‘tam:ma s 50 much more acute than ours that it places in eur
hands the key to the situation, but at the same time the responsibility
of using it wisely. There are two fundamental evlls common te all
which must be eradicated if world hankruptq or communism are to
be amided These are the contimuous ' increase of prices” and * decrease

of product

'wh!.le tlm ‘world is &rowniug.

wer, to arrest a movemen
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A Pr!oeu must continue to rise as long as the leading countries spend
year millions more th.an t tmﬂcm and

regu r revenues covering the ul éeﬂdemiea by issuing additional
currency, Treasury hu.ll and other Government obligations, As lm
this * waterinﬁ process ' is lndu!sed in the value of ita.l mult t T
decline, and if persisted in long enough it must end llle
the Russian or Austl’o-ﬂnngnrhn conditions, where the arrlnin

gst invested in money and securjtha have practically w oilt-

htile to some extent the z:resent o g ubliltlz! Loy he

certain aspects as disrega @l

sidered destructive and mmora.i. there mpnnt be any doubt but that

any
as zonF as the rise in prices continues, labor will have to fight for and
be entitled to ineceased wages,

“ On the other hand, it is obvious that a higher seale of wages is in
itself a factor making for a further increase E 8. This unfortu-
nate reaction can not be avoided until the prime driv foree has been
climinated ; which is the persistent d tion of capital by the con-
tinuons issue of Govemment securities and currency for the purpese of
covering deficiencies eaused by exeessive current expenditures.

“Prolonged disregard of sound economlc principles will wreck busl-
?less coterprises aa; wntall:ll ':l‘o issue Go?rrl}x;el;i;o ol

ons or currency or the pnrpm o jdling men
below cost such things as transpo B ot food or for covering ex-
travagant military or other nditures is an insane business practice
ihat sooner or later must lea to ruin or bn.nkrnptq in eo?:lr)yé c:ggsotg

indulgin in such methoda. far as expenditures

recel 5mm taxation must be inereased nd—w'lth npl and wide

dist hutlon of wealth resul from f.he war indirect will have to
¥y as important a_ part as direct taxation. (Capital lwm can not

safely made in order to pay for recurrent e tures ; they may at
best bel'vn&ued, and even then only exceptiomally, for the pu.rpose of
reducing capital debt of a country.)

“ It is easler for the United States to place its budget on a sound basis
than follt"ﬂallt:y ?ther of the mi!:ng: wers invol . Jn m::hsw;tot Our
respons n this respect eavy one and dema only
that we esta model conditions for ourselves bnt that we inslst that
sound principies be adogted by countries
Unless we work this end the increase
rested mmm'er we wonld be a &gjﬁ.ﬂ‘ the ol
headed for insolven Of all the lea gmutﬂenwamtheonh
that, for the time , has an open solit market where the relation be-

tmn ld on the one hand an on the other ecan

itself on a Ihir natural basis. No ot.herr country, therefore,
wlrll play as d e in dete ng re level of prices as
weh A great deal is bei.nz sald. about the necessity or stabllizing foreign
exchanges.,

“To my mind it s futile to attempt to tinker with this problem of
stabilizing the level of these various foreign reservoirs to estab-
lish their definite relations to one another and to the dollar, which
will be the pivot of all, until the leaks have beensmpned,n that is
not pessible as long as the Government printin work
manufa ng new money and Government tions. When once
this baneful process is arrested, discount rates may again become
erful influences in a.ll;out deflation.

“ Until bu are proper balanced

dtﬁ? The

greabe'r e proper balancing
theh gets m ther&fmhethﬁﬂrstntep. without which the world
can not rid il:se]t of iu present predicamen s measure in order to
bring relief must be accompanied by others,
“ Everybody kno'ws that in order to prevent a turther ri of
it is necemar:r that nction be DD bean
s

such a urged
g conceded a.ll-—nnd t:umil nao In rope

lnteUnited States mnemrma ess in spend-
ing money than there has been p a.mn; since the conclusion of the
armig:loe. ’.g:i:au wit.tin ;eléi%hh l}moun of dmud money
can eam § diminis or money a eagerness
A willingness to subordinate or sacrifice one’s wishes and
?leusures to the greater advantage of the country mani-
ested during the {mrs of war, has ended in the gresen reaction or an
orgy of brazen self-indulgence at the very moment when the war bill is

presented for payment.
“In these ecircumstances may we hope to be able to persuade the work-
that—while his striving for adegquate sdjust?‘gntn of wages

and while

is generally u 1 N est are made
in almost nll countries e world to comply with his j'clat demand
for a reasenable ronp.ranentntnn and cooperation in the management

prices
be de-

of his employer’s affairs—any tendency on his part to reduce mdnc-
tion is nofhing short of a crime against the very society of whi
a part? May we hope to convince the reckless cunsumr that his xu.i.lt
is ns beavy as that of the slacking producers? when thz world
ceases covering deficits by printing new money an obnga mﬂy
when a ter scarcity of money can assert its influence
consumption be bro under control, and will there be called i.nto
play a consequent greater supply of labor and a greater to
work. This &reauppom. however, that terrorism will not be permitted
to threaten willing to work.
“ It is interesting to watch the varlous ways In which the hbor prob-
lems are being studied and a Eprea ched in Europe. Ovwer th they
look to the United States to ta

atheleadlnsolvinx the ques 'uon,
war labor conditions with us having been far het S

our men having enjoyed tull political liberty an
top of the ladder in practi L every enterprl;e, tt ]_g believed that we
should find less dmicu in th than any other country. Mean-
while we a.m ge ﬁ'so near the rink that every further in-
creases at it may become too late to amtd our gliding

into it.

“In Europe it Is bel'eved that our Senate does not fully realize the
gravity of si‘tnauun. Friends and en condemn many tentum
of the peace trea But all agree—even the who more than
any other nation ore some of its terms—that nothm: could be more
fatal than to rolong the present nnmrtainty: that the treaty must
now go into effect, and that when once round.nnon. even though a
Tt "B Shieaten he “while wortd Lo Shis monk he

aneful forees n req e wor nt wor
United States can not be missed.” X S

Pre-
ter than ahroad. and
road te the

[From Encyclopedia Britannica, Vol. X.]

Exchange, in general, the action of mutual giving and receiving ob-
iecta. lntu'esl,s. benefits, rights, &c. The word comes through the
ch from the Late Lat. ezcambium (see Excampiox). The present
article deals with the theory and practice of cxchange in monetary
teapsactions, but may convenlently be prefaced by a brief state-
ment as to the law relating to the exchanxe of property and other mat-
ters. In Engilish Iaw ex is defined as the mutual grant of u.sl
of the other. The ancient common
veyance had ce trl.et‘lum. e. g., identity in quantity of mtereat.
tae-xlmpla for tee-a.lm ete., entry to perfect the conveyance, and an
lied warran gtle right of e-ntrg by elther party in case of
B y mutual conveyances with
the usual co 'or title. Exchanges are also frequently made by
order of tha Boa.rd nr Agriculture under the Inclosure Acts, and there
are also statutes ecclesiastical corporations to exchange bene-
fices with the approval the eeclesiastical commissioners. The inter-
mtiol:ul.l exchange ot territories 1s effected by treaties. The exchange
ers of war is regulated by documents called * cartels" (Med.

Ln cartellus, dlmj.nutlve of mﬂa. paper bill), which specify a cer-
on value for each rank of ners. ‘The practice super-
seded older one of ransom at the end of a war. By the regimental
exchanges act, 1875, the sovere may by re tion authorize ex-
changes by cers m one regiment to another, (For * labor ex-
changes " see Unemployment.)
Ex in relation to money affairs denotes a of barter not
of s&nd.: t of the value of ier a payment l.n one lace €X-
changed for a payment in anot tement of the
theery o! e!eha.nse represents Iour mci!gdx volved I.n two transac-
tions, d B are twe persons x!%mcg one plnce emt from the
dom.lcuaotCa.ndD A sells B b A sells

his claim on C to B, who txittoDinsn!gsmct}onnrhlsdeht.and
D receives the cagh from C. so at, assuming the two transactions te
be of equal value, one ?he per satisfies the tou.r
two transactions, and exi)enae, and risk of sending money
from h places are :wah*led The &ece of which performs the
service may be a tel hic order, of exchange. In this
elementary Rrop: tion would be dlﬁcul of exchange, as the
mlla.r ammt ot money to D; but it

full value of dnllnon(! m]dhu who is under the
necessity of &i
the claims of one place on ‘another

sending in mctl.v
can be seen thatinnctunlﬁa
ce would not be exactly balanced by the necessities of the one place
bligations in the othu place ; thus arises the complication o
be described as the price of mon

ary elaims
that A in London bad a elaim on C in Edin-

uire to remit
h, it is evident that B in

on must
e over the whole of A’s claim. B m might
his debt to D), have

e A £09:19: nndconld afteruti:lg
fo his Edinburgh, wlneh he could retain there at interest
until he had in further liability to D, or he could have the bal-

ing that t are reasopal exel Edinbun;h ia Lon-
don_wonld be one t per £100. pesing the
of B induced him to o A cmtl{ mwli;o or £100 claim, A

would then prefer that C remitted
of expenses would cost Gs. and A
on

hgcohto If this basis is appreciated, all exchange

lems between countries can be mastered, and the guotations in
the daily pa; of cable payments, sight drafts (checks) and long bills
are then d supply an interesting indication of the te
of international financial relations. As shown above, the balance of
indeb be remitted by coin, and consequently when

tedness must eventual

exchange in any city is quoted at one or ather of the limit points glven
in our example as one-fourth of 1 per cent discount or one-fourth of
1 per cent premium, this exchange immediately aequires a very serious
1 because with the development of modern monetary systems
which enormous trade is carried on with a most moderate foun-

ﬁo.tion of netmu cain the weakening or strengthening of that foundation
is a very vital matter. d
‘While the understanding of the theory is essential for any faclle inter-
pretation of an excha there are of course innDumerable detafls of
pncuce whleJ: require the limit points of ex-
change g can only be taken ad-
vantuge ot b{ and, although we assume a trader remit-
ndebtedness lncoinwhen he is asked to pay too high a price
mr hls blu of exchange, in actual affairs the btmker will supply the
check or bill and himse wﬂl da the professional business of sending
away bullion. m?wemted one trader drawing on
another trader and sell his dm.ft o a third trader who remits the
draft to a fourth. In ct-uaj praetice, howe-rer. No. 1 draws on No, 2
and di of his draft to a banker' No. 4 draws on No. 3 and sells
th t to a banker beeame, generally, whenever goods are
his money he d.l'aws a bill
ofa.l.n.st the guod.s, and lt is the tun on of a banker to hel
debt-collecting agency, by buying these drafts; and the
a mart for all forms of remittance, gets an immense variety of dmans
for cable payments, checks, and I:li on all centers. This does not af-
fect the Ty, for it must be remem that the banker is a neces-
sary link between the buyer and seller of exchange, because the seller
can only sell what he has and the buyer mnst have exactly what he wants,
To return to the question of limit points: If a universal currency
system existed, with the aame onetary standard that is used in Eng-
land, and the coina Ejmper condition of weight and fineness,
and the coin read { supplied et every reasonable claim—if, in
fact, the pound sterling were the 1:E.rev-nlaent coin and the English bank-
mﬁggnem obtained en we should find all exe e quo-
ta: s as simple as our cnse of London and Edinburgh, that is to say,
all exclumfses would be quoted at par or & preminm or a dlscount. The
limlt points in any place of the exchangve on London would represent
Ply and obviously the cest of the transmission of the coinm. These
oints would vary at each ce according to the distance from
the cost of t the xgsk involved in the transmission and
I.‘he locl.l rate of inte "On the continent of Europe some advance

as a sort
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has been made in the direction of a universal coinage. Countries sub-
scribing to the Latin Unlon have agreed on the franc as a common unit,
and Delgium, Switzerland, France, and Italy quote exchange between
themselves at a premium or discount. Greece, Spain, and other coun-
tries are also parties to the arrangement, but their currencles are in
u bad state, and the exchange quotatlons involve a considerable ele-
ment of speculation. We have, however, to deal with another factor
in international finance, namely, the enormous variety of currency sys-
tems ; and we have then to discover, in each case, the exchange which
represents par and corresponds fo our £100 for £100 in the London-
Edinburgh example. The United States furnlshes &erha s the easlest
problem, and we must find out how many dollars gold contain ex-
sctly the same amount of the precious metal as is contained in 100 sov-
ereigns. The answer is 486§, and the arithmetic is a question of the
mint laws of the two countrles. Gold coin in the United States con-
tains one-tenth alloy and in England onc-twelfth alloy. Ten dollars
contain 258 grains of gold, nine-tenths fine. One pound contains 123.274
grains of gold, eleven-twelfths fine, consequently £100 is worth $486%,
or, to be exact, $480§, and when cable payments between London and
New York are quoted at 4.863 for the £1 sterling, exchange is about par.
As a cable png'ment is an immediate transfer from one city to another,
no question of interest or other charge is involved. Owing to the cost
of sending gold as detailed above, the New York eable exchange varies
from about 4.84 to 4.8951: at the former point gold leaves London for
New York, and at the latter point gold comes to land. Besides
insurance, fre[ﬁht, packing, commission, and interest, there must also
be considered the circumstance that coin taken in bulk is always a little
worn _and under full weight, and in the process of turning sovereigns
into dollars, the result would not bear out the ealculation based on the
mint regulations; consequently, when taking gold from London, the
demand would first fall on the raw metal as received from South Africa
or Australia to be minted in the United States, then on any stock of
American coin the Bank of England might have and be willing to sell
bﬁ* weight (which would be accounted by tale in New York), and lastly
the demand would be satisfied by sovereigns taken by tale from the
Bank of England and converted by weight Ftll.] America.

The instance of the American quotation may be further taken to
explain some of the numerous points which the study of the exchan
involves. In the first place, it will be noted that we have quoted the
price in dollars. In London, ‘business in bills, ete., on New York is quoted
either in pence or in dollars, that is to say, payments are negotiated
for so many dollars either at 49/ pence per dollar, or at the equivalent
rate $4.88 for the pound. In practice it is much more convenient to
quote in London in the money of the foreign country, as it makes com-
parison with the foreign rate on London very simple, Some forei
countries quote exchange on London in pence, and then, of course, in
relation to those countries the same practice will obtain in England,
but the ma{{orit{ of the exchange quotations on London are in francs
marks, gulden, lire, kronen, or other foreign money. Another polnf
which must be explained is the reason why exchange varies between
what we have ealled the limit points; why there is sometimes so much
demand for bills on London and why at other times 50 many bills are
being offered. Similar causes operate on other exchanges, and if we
develop the New York case we shall provide explanations for exchange
movements in other countries.

At one time the financial relations between England and America were
as follows : England was the principal creditor of the United States,
and the latter country had to remit continually very large amounts in
payment of interest on English money and profits on English invest-
ments, in payment for shipping freights, for banking commissions, in-
surance ?remiumx. amnd an immense variety of services, besides paying
for the large imports which crossed the Atlantic from English ports,
In the fall of the r{ear these payments would be more than offset by
the enormous exports of foodstuffs, cotton, tobacco, ete., 8o that durl
the first half of the Eear exchange would be at or about the limit o
4.39‘ and gold would have to be sent from New York to sup%lement the
deficlent quantity of bills. In the autumn the produce bills would
flood the exchange market and gold would be sent from London as ex-
change got to the other limit point of 4.84. These conditions are still
very potent, but latterly another element has entered into the position,
and the new development is so powerful as to reverse sometimes what
we may call the nataral and legitimate movement in the exchange. This
new element is the more in te banking and financial relationship
which has been established between the two countries. As American
conditions have become more stable, with better security for capital
and an assured feeling about the currency of the United States, bankers
in London have gladly allowed their banking friends in New York and
other large cities to w bills on London whenever there was a good
demand for sterlinghremlttances. We have, therefore, to consider a fresh
type of bill of which the drawer has no claim on the drawee, but, on the
other hand, incurs a debt to the drawee., To take g very usual method,
a banker in Wall Street, New York, will advance money to stockbrokers,
investors, and speculators against bonds and shares with a 209 margin.
He deposits this security with a trust company in New York, which acts
both for the American and English banker. The Wall Street banker
then draws a bill at 60 days’ sight or 90 days' sight on the banker in
Lombard Street and sells this draft to supply the money he lends the
stockbroker, Two or three months hence the New York banker must
send money to London with which to meet the bill, so that, whereas, in
the case of a commercial bill, the produce is dispatched and in due
course the consignee must find the money for the bill, in the case of a
finance bill, as it is called, the bill is drawn and in due course the drawer
must send the value with which it is to be honored. In any event, the
acceptor, the London banker, has to pay the bill, so that it will be easily
understood that relatioas of the greatest confidence are necessary be-
tweendthe drawer and drawee before finance bills of this class can be
created.

The profit arising from the transaction we have sketched is realized
by thie separate parties in this way. The New York banker lends money
for three months, say, at § Fer cent per annum, he pays a commission
of one-thirty-second per cent to the trust company which has custody
of the security, a charge equivalent to one-eighth per cent interest per
annum. He draws on London at 80 days' sight and sells the bill at
4.83%, the cable rate being 4.87%, the buyer of a three months' bill
making the allowance for the English bill stamp of one-half 1Pel' mille
and the London discount rate of 3 per cent. he drawer of the bill
must also pay a commission of three-sixteenths per eent to the London
banker who accepts the draft; this is equivalent to another three-
quarters per cent per annum in the rate of discount, so that mone:
raised In this way costs one-eighth per cent for the trust company,
per cent the London discount rate, about one-guarter per cent for bill
stamps, and three-quarters per cent for London commission—altogether,
43 per cent; and, as the money is loaned at 5 per cent, there appears

to be seven-eighths per cent profit to the drawer of the bill. 'This,
however, is on the assumption that the cable rate is still 4.877 when the
bill falls due for payment, and that the drawer would have to pay that
price to telegraph the money to meet the draft. But exchange on London
can go up or down between 4.84 and 4.80%, and if at the end of the three .
months the cable rate is 4.84 the New York banker will be ahle to cover
his bill at almost the same rate at which he sold it and will only be
out of pocket to the extent of the commissions and stamps, so that the
accommodation will only cost him 13 per cent and his profit will be 3}
per cent, If he has to pay more than 4.87% for his cable at the maturity
of the bill his profit will less than seven-eighths per cent, and he may
even be a loser on the transaction.

It is obvious, then, that a high rate of interest in New York, with a
high rate of exchange on London and a low rate of discount in Englaml,
would induce the creation of these finance bills. The supply of these
bills would prevent New York exchange reaching the limit point at which
gold leaves the United States, and the maturity of these bills in the
autumn would ensure a demand for the produce bills and possibly pre-
vent exchange from falling to the other limit point at which London has
to send gold to New York.

We have pointed out the essential difference between these finance Lills
and what we have called produce bills, but there is another very striking
difference, that of the question of supply. These finance bills are obh-
viously very difficult to lim‘t in their amounts; produce bills are, of
course, limited by the extent of the suglua crops of the United States
and by the demand for the produce in Europe, but so long as it is mu-
tually satisfactory to the big finance houses in both countries to draw
on credit granted in Londen, so long may these accommodation bills be
created, and the pressure of the bills in New York may depress exchange
80 much that gold leaves London at a time when it is required in other
directions. In such a case the embarrassment caused by this artificial
drain of the gold reserve would much more than offset the amount of
the commission earned by the accepting houses. The Bank of England
may have to raise its rate of discount at the expense of the entire homa
trade ; probably, also, with the rise in the value of money, consequent on
the diminished resources, all investment securities fall in value and more
onerous terms must be submitted to by the Government, corporations,
and Colonies, in the jssue of any loans they may require. It will, there-
fore, be appreciated that, although these finance bills may be perfectly
safe, their excessive creation is viewed with great disfavor, and consider-
able apprehension is felt when the adventurés of speculators in New
York make g,-reat demands for loans against stocks and shares, and,
through the instrumentality of these finance bills, shift the burden on to
the shoulders of the London discount market, The effect of this is to
level money rates as between New York and London, and in the process
the pressure falls on London and the relief goes to America. Eventually,
of course, the bills must be met and funds sent for that purpose from
across the Atlantie, but in the meanwhile the disturbance of the gold
supply is an inconvenience.

e have explained the process of employing credits granted in London
to finance Wall Street; there are, also, many other tygeﬁ of bill to
which the acceptor lends his name on the assurance that he will in due
course be supplied with the funds required to meet the acceptance. In
the case of the produce bills, a London banker will accept the bills in
order that they may be more easily marketable than if they were drawn
direct on the actual consignee of the cotton, tobacco, or wheat. The con-
signees in Liverpool, etc., pay a commission for this assistance and
reimburse the London bank as the produce is gradually dlsl)l}ﬂi‘d of.
The transaction appears slightly more complicated when English bank-
ers accept bills for produce shipped from the United States to merchants
living in Hamburg, Genoa, Singapore, and all other great ports, but the
principle is the same, and the influence of such business on the exchange
affects, in the first instance, the quotation between Ameriea and London,
but afterwards, when money must be sent to London with which to
honor the bills, the exchanges with Germany, Ttaly, or the Straits Set-
tlements bear their share in the eventual adjustment, the spinners,
tobacco manufacturers, and corn factors requiring drafts on London
where 80 much of the trade of the world is financed.

We shall have to consider later the reasons which ensure to London
this l_?erutmr and predominant position. We have so far used the
American exchange as an example to explain causes which produce
fluctuations in all the principal exchanges on London and to show the

ints between which fluctuations are limited. The fact that Amerien
s still developing at a much greater rate than the Old World makes an
important distinction between the financial position in New York and the
financial position of the big capitals in Europe. There is not in America
the huge accumulation of savings and investment money which the Old
World ieas collected, so that whereas Europe helps to finance the United
States, the latter country has so many home enterprises that she can
spare none of her funds to assist Europe. It would not be possible for
London to draw on New York such bills as we have descrl as finance
bills, for they could never be discounted there except on the most onerous
terms, and there is nothing in America which corresponds to the London
money market.

We have to deal with dollars and cents in America, with franes in
France, with marks in Germany, and different money units in nearly
every country; but, given the mint regulations, the theoretical par of
exchange and the theoretical limit points are arrived at by slmple
arithmetic. An exhaustive statement with reference to every couniry
would involve an amount of tedious repetition, so that for the purposes
of this article it is more instructive to consider the essential differences
between the important exchanges than to go into the details of coinage,
which would appeal rather to the numismatist than to the exchange
expert.

he United States, offering as it does a vast fleld for profitable in-
vestment, must annually remit huge amounts for interest on bonds and
shares held by Europeans; coupons and dividend warrants payable in
America are offered for sale daily in London, and at the end of the
quarters the amount of these claims, coupons, and drawn bonds is very
large, and a considerable set off to the indebtedness of EumPe for
American produce. It is often asserted that the United States Is rap-
idly getting sufficient wealthy to repurchase all these bonds and shares;
but whenever trade conditions are exceptionally good In the States,
fresh evidence is forthcoming that assistance from London and Eorope
i8 essential to finance the commercial development of the United States.
This illustrates a feature common to all new countries, and the efect is
that thﬁy &nake annual payments to the older countries and espezcially
to England. *

A Government loan or other large borrowing nrmnized abroad will
immedintely move the exchange in favor of the borrowing country, A
tendency adverse to the United States results from the drafts and letters
of credit of the large number of holids%vmakers who cross the Atlantie
and spend so much money in Europe. ben remittance is made of the
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incomes of Americans who have taken up their residence in the Old
World the exchange is affected in a similar manner.

In one respect the United Btates stands far superior to most of the
“older countries. There are no restrictions on the free export of gold when
exchange reaches the limit point showing that the demand for bills on
London exceeds the sl.:g ly. New York (with London and India) is a
free gold market, and is undoubtedly one of the reasons wh{ﬂﬁmey
is so readily advanced to the United States, and the finance to
which we referred above, would not be allowed to the same extent
were it not for the fact that New York will remit gold when other
forms of remittance are insufficient to satisfy foreign creditors. When
exchange between Paris and London reaches the theoretical limit point
of 25.32 (25 francs 32 centimes for the £1 sterllngf gold does not leave
Paris for London unless the Bank of France is willing to allow it. By
law, silver is nlso legal tender in France, and if the State Bank ia
pressed for gold a premium will be charged for it if it is supplied. Gold
may be collected on the cheaper terms in small amounts from the frmt
trading corporations or from the offices of the railways, but a large
shipment can only be made by special arrangement with the Bank of
France, Similarly, in Germany, where a gold standard is Bunfﬁsed to
obtain, if a banker requires a large amount of gold from the Reichsbank
be is warned that he had better not take it, and if he persists be incurs
the displeasure of the nment institution to the prejudice of his
business, so that the theoretical limit !?olnt of 20 marks 52 pl
to the pound sterling has no practical significance, and gold can not
secured from Berlin when exchange is against that city, and German
has, when put to the test, an incomvertible and sometimes a del
currency. ‘here is no State bank in the United States, and no Gov-
ernment interference with the natural course of iuﬁebts. On the
other hand, when monetary conditions in New York indicate a great
shortage of funds, and rates of interest are uncomfortably high, the

United States Treasury has sometimes guted with some of its revenue
accummulations to the neipal New York bankers on condition that
they at once en, a ilar amount of gold for import from abroad,

which shall be turned over to the Treasury on arrival. As these ad-
vances are made free of interest the effect to adjust the limit &oilnt
of 484 to about 485, and the United States Treasury seems to have en
a leaf out of the book of the German Reichsbank, which freﬁenﬂy offers
similar facilitics to gold importers and creates an artificial limit polnt
in the Berlin Ex The Reichsbank gives credit in Berlin' for
ﬁ'old that has only as far as Hamburg, and sometimes gives so many

ays' credit that the agent in London of German banking houses can
afford an extravagant price for bar gold and even risk the loss in weight
on a withdrawal of s0 8, although the exchange may not have
fallen to the other limit point of 20.82., In England the only effort that
is made to attract gold is some action by the Bank of England in the
direction of ralsing discount rates ; occasionally, also, the bank outhids
other purchasers for the arrivals of raw gold from South Africa, Aus-
tralia, and other mini!;i countries. . Quite exception , for imstance
during the Boer War, the Bank of England allowed advances free of
interest against gold shi to London.

Many of the principal houses in all the important capitals
receive contin ¥ throughout the day telegraphic information of the
tendency and movement of all the exchanges, and on the emallest margin
of profit a la business is done in what is ecalled arbi (q. v.)
For instance, checks or bills on London will be bonght by in ris
and remitted to Y in London. will recoup himself by selling a cable
pnﬁ-ment on Z in New York. Z will %ut himself in funds to meet the
cable payment by selling 60 days' sight drafts on ¥, who pays the 60
days' drafts at matur}tdy out of the of the cheques or bills
received from Paris, and this complica transaction, involving no out-
lay of capital, must show some minute profit after all expense of bill
stamps, count, cablesi and commissions has been allowed for. BSuch
business is very dificult and very technieal. The arbitrageur must be
in first-elass credit, must make the most exact calculation, and be prompt
to take advantage of small differences in exchange, erences
which can be only temporary, as these operations soon bring about an
adjustment.

The European exchanges with which London is chiefly concerned are
Paris and Berlin, through which centers most of the financial business

of the rest of Europe is conducted ; for example, Seandinavia, Russia,

and Austria bank mere largely with Berlin than elsewhere. Italy,

Switzerland, Belgium, and bank chiefly in Paris. European claims
Tan ts to Lonzon are settled mostly throungh &:mnny or

Lond: r de
g‘l:anc:; :nndoconsequenﬂy the German and French rates of exchange are
affected by the relation of England with the rest of the Continent. The
Paris or Berlin are therefore most earerullty df;ntched
o

exchanges on
all those big interests which are concerned with the rate o ount
the value of money in London.

If the Parls cheque falls to 25.12, gold arrivals in the London
bullion market will be taken by French bankers unless the profit shown
by the exchange on some other country enables other buyers to pé]y
more for the gold than Paris can afford. If the Paris cheque falls stiil
further, it would pay to take sovereigns from the Bank of England
for export, and so much would be taken as would satisfy the demand to
gend money to France, or until the conle%uent scarcity of money
in London made rates of interest so high in England that French
bankers would prefer to leave moneg and perhaps fincrease their
balances. As between London and Paris and Berlin the greatest
factor operating the exchanges is the relative value of money in the
three centers. ere is no great excesg of trade balance at any season
in favor of Germany or France and against England. On the eother
hand, the ban relations between those countries are very intimate,
and if funds can be very profitably employed in one of these places there
will be & good demand for remittance, and exchange will move in favor
of that place; that is to say, exchange toward that limit peint
at which gold will be sent. The great pastoral and agricultural countries
like South America, E:i:]ypt, India are in a position to draw very
largely on London when their crops or other products are ready
for shipment. In the early months of the year gold goes freely to
Eouth America to Eﬁ for the cereals, hides, and meat, and in the
autump Egypt and ia send such gquantities of cotton and wheat that
exchange moves heavily in favor of those countries, and gold must go
to adjust the trade balance. During the rest of the year the gold
to return as these countries always require bills on London or some
form of yment to meet Interest and dividends on European money
invested ?na their Government debts, railways, and t.radjnq oS,
and to pay for the European manufactures which they Hx-
change then moves in favor of England, and the Bank of England can
replenish its reserve. Over the greater part of the world the rate of
exchange on London is an indication simply of the trade balance. The
greater part of the world receives palyment for fi ffs, and has to
pay for European manufactures, shipping freights, banking services, and
professional commissions.

The greatest complication in exchange questions arises when we have
to deal with a count;y emplotit:g a silver standa and, fortunately
for the development of trade problem has disappeared of late years
in the case of India, Ceylon, g apan, Mexico, and the Straits Settlements,
and now the only important country using silver as a standard is China,
When the monetary standard in one couniry is only a commedity in an-
other country we are as far removed from the ideal of an international
currency as can be imagined. We can fix no limit points to the exchange
and we can not settle any theoretical par of exchange, The Frlce of
silver in the gold-using country may vary as much as the price o
or tin, and in tbe silver-using country gold is dealt in just as any o
metal. In both cases the only metal of constant price is the metal which
is nged as the money standa: The easiest method of explaining thm
sition is to consider that anyone in a gold-using country having a
in carrency on a silver-using coun has to offer for sale s0o many ounces
of silver, and vice versa the er in a silver-using country sending
produce to London has to offer a draft representing so many ounces of
gold, introduces a very unsatisfactory element. To take a prac-
tical example: A tea grower in China has raised his m‘f in spite of
the usual experience of weather and labor difficulties and the endless
risks that atpinnter must face; the tea is then sent to London to take
its chance o or bad prices, and at the same time the planter has
a draft to representing locally a certain weight of ; now,
addition to all the risks of wea and rradlnﬁ conditions, and
chances of the fluctuations in the tea market, he is compelled to gamble
in the metal market on the price of gold. Some years ago when a large
number of important countries emwployed a silver standard it was seri-
ously suﬁﬁcsted that a fixed ratio should be agreed internationally at
which gold and silver should be exchanged. TEis advocacy of bimetal-
lism (q. v.) was especially persistent at a time when gilver had suffered
a very gmt fall in price and the prom exponents could generally
be identified either as extremely practical men who were interested in
the price of silver or as very in lenced theorists. The difficulty

e two standards was successfully solved by discarding the use of
gilver, and the chlef silver-using countries adopted a gold standard
which has given ﬁeater security for the investment of tore!?n ecapital,
has simplified business, and brought about a large increase o tradg.

In the case of a coun of which the government has been subject
to at financial difficulties, gold has been shipped to satisfy foreign

itors so long as the supply held out, and the exchange with such

a country will continue to move adversely with every fresh pelitical
embarrassment and any other economic cause refle on the national
credit. With the collapse of the monarchy in Brazil the value of the
milreis fell from 27 pence to b pence, and all the Spanish-Amerlean
countries have from time to time afforded most distress examples of
the demoralizing effects on the currency of unstable and reckless a
istration. In E‘u:ope similar results have been ghown by the mistrust
inspired by the Governments of Spain, Greece, Italy, and some other
States. The raising ot revenue by the use of the %ﬂntin¥ ress creates
an inconvertible and depreciating paper currency which frightens forei
capital and severely taxes the ortunate country which must make
payment abroad for the service of debt and other obligations, With
the tardy appreciation of the old proverb that * honesty is the best

olicy " nearly every coantrf of importance has made strenuouns efforts
?o improve the lntefrity of its money.

Exchange quotatious are not published from many of the British
Colonies, as their financial business is in the hands of a comgarathrely
few excellently managed banks, which establish, by agreement, conven-
tional exchanges fixed for a conslderable perfod, motably in the case of
Australia, New Zealand, and South Africa. The Scottish and Irish
banks supply similar examples of 4 monopoly in exchan?:-.

The following table taken from the money article of a London daily
paper indicates the exchanges which are of most interest to England :

Foreign exchanges.

L=
d
&

June 14,

21 18¢.

Y N R

Rio de Janeiro, 8 days 1_..
Vi , £0 days Coml *
Buenos Ayres, 00 days 1

1 These rates are telegraphed an the day preceding their receipt.

In the case of Paris and Derlin, it will be noticed that the local rate
of discount is also given, ag the value of money in these centers, in rela-
tion to the value of money in London, is the most important {actor in
2 movement of the exchange. Vienna has become important owing to
the improvement in the financial position of Austria, and still greater
improvement is shown in the case of Italy, whose curremcy stands in
the above list better even than that of France. Spain, which should
stand at about the same rate, still has a depreciated paper currency.
Lisbon stands alse at a discount, as the milreis shonld be worth 53‘1

ce.

In Russia the exchange showing 94.10 roubles to £10 is carefully and
eleverly controlled in spite of the bad internal position. The India ex-
changes move slightly, as the currency is firmly established at the rate
of 15 ru to the £1. Hongkong %umes for the old Mexican dollar
and a British trade dollar, Sha or the tael containing on an aver-
age 517} grains of fine silver. e Straits Settlements have fixed their

ld basis at 2 shillings 4 pence Eer dellar, on the lines
of the arrangement made in Indin. In Japan t is a gold standard,
and par of exchange is 2 shillings 03 pence for th;gen. Brazil, Chile, and
Argentina have a depreciated paper currency, and tbe last ‘guotation of
48 pence is for the gold dollar equal to & franes, but there is a premium

e T L L e e




640

CONGRESSIONAL RECORD—SENATE.

DEecEMBER 16,

on gold in the River Plate of 127.273 per cent and for the present a
gold standard is reestablished on this basis. The latters ** T. T." with
the eastern exchanges signify telegraphic transfer or the rate for. pay-
ments made by cable. The very important New York rates are always
given in another part of the dally paper with other details of American
commercial interest.

These rates aré all quotations for payments in England, and all oyer
ihe world the exchange on London is the exchange of the greatest im-
portance. This unique position was gained originally, proba 1y, through
the geographical position of the United Kingdom, and has been main-
tained owing to several reasons which secure to London a peculiar
position by comparison with any other capital. Britain's colossal trade
¢nsures a supply of and a demand for English remittances. Even when
goods or produce are dealt in between foreign countries a credit is
opened in London, so that the shipper of the produce can offer in the
local market a bill of exchange which is readily salable. With the highly
developed banking sysiem a large amount of depesits is collected in
London, and the result is that bills of any usance up to six months
proceeds, if required, can be

ia 1 ted, and the
can be immediately discoun g o o T

handed over in gold. There are in London a grea
banks and banklﬁlg houses whose reputation and solidity allow any one
of them to accept bills for amounts varying from £1,000,000 to £10,-
000,000 sterling whereby large commissions are earned.

These four advantages, namely, a free gold market, a huge trade, an
enormous accumulation of wealth, and a discount market such as exists
nowhere else, have made London an unrivaled financial center, and
consequently bills on London are an international money and the best
medium of exchange.

Authorities: A B C of the Farelﬁn Exchanges, by George Clare:
ra;

Exchanges, by Goschen; Arbitrage, by Deutsch; Arbitrages et
gg;ie: b; cotto%r Taupt ; Swoboda, Arbitrage (twelfth edition), by
Max Fuerst.

The VICE PRESIDENT. The question is on agreeing to the
conference report.
The report was agreed to.
" CALLING OF THE ROLL.
Mr. JONES of Washington. I suggest the absence of a

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

swered to their names:

Gronna Lenroot Simmons
ﬁilhlumt Iarding McCormick Smith, Ga.
Bankhead Harris McKellar Smith, Md.
Beckham Harrison MclLean Bmith, 8. C.
Calder Henderson McNary Spencer
Capper Hitcheock Moses Stanley
Con: Johnson, 8. Dak. New Sterling
Culberson Jones, N. Mex. Newberry _Sutherland
Cummins Jones, Wash. Norris Thomas
Curtis Kendrick Overman Townsend
Dial . Kenyon Page Trammell
Dillingham Keyes Phipps Walsh, Mass,
Edge King Poindexter Walsh, Mont.
France Kirby Pomerene Warren
Gay Knox Ransdell Watson
Gerry La Follette Sheppard Wolcott

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

LADING AND UNLADING OF VESSELS AT NIGHT.

Mr. CALDER. 1 ask unanimous consent for the present con-
sideration of Senate bill 3418. This is a bill reported a few days
ago by the Committee on Commerce. It provides for the lading
and unlading of vessels at night. The bill was prepared by the
Treasury Department, and its passage is desired by the Ship-
ping Board and by shippers generally throughout the country.

The VICE PRESIDENT. Is there objection fo the present

consideration of the bill?

There being no objection, the Senate, as in Committee of the
Whole, proceeded to consider the bill (8. 3418) to amend an
act entitled “An act to provide for the lading or unlading of
vessels at night, the preliminary entry of vessels, and for other
purposes,” approved February 13, 1911.

Mr. OVERMAN. Let the bill be read, Mr. President.

The VICE PRESIDENT. - The Secretary will read the bill.

The Secretary read the bill, as follows:

acted, ete., That seetion 5 of an act entitied *“An aect to pro-
vlﬁof{c:rﬁt‘he lnﬁlng ‘or unlading of vessels at night, the preliminar;
entry of vessels, and for other purposes,” approved February 13, 1911,
be, and is hereby, amended to read as follows :

“WSge. 5. That the Secretary of the Treasury shall fix a reasonable
rate of extra compensation for overtime services of inspectors, store-
keepers, weighers, and other customs officers and employees who -ma
be required to remain on duty between the hours of 5 o'cloc

. m. and 8 o'clock a. m., or on Sundays or holidays, to per-
?nrm services in connection with the lading or unlading of cargo,
or the lading of eargo or merchandise for transportation in bond or
for exportation in bond or for exportation with benefit of draw-
back, or in connection with the receiving or dellverly of c¢argo on or
from the wharf, or in connection with the unlading, receiving, or
examination of pasaenqers’ baggnige, such rates to be fixed on the basis
of one-half day's additional pay for each two hours or fraction thereof
that the overtime extends beyond 5 o'clock p. m. (but not to
exceed two and one-half days' pay for the full period from § o'clock
p. m. to 8 o'clock a. m.), and two additionnl days' pay for Sun-
day or holiday duty. The said extra compensation shall be paid
by the master, owner, agent, or consignee of such vessel or other
conveyance whenever such special license or permit for immediate
Jading or unlading or for lad tz;zhor unlading at night or on Sundays
or holidays_shall be granted to the collector of customs, who shall pay
the same to the several customs officers and employees entitled thereto

according to the rates fixed therefor by the Secretary of the Treasury:
Provided, That such extra mmpensatfun shall be paid if such officers
or employees have been ordered to report for dut
ported, whether the actual lad!n% unlading, receiving, delivery, or
examination takes place or not. ustoms officers acting as boarding
officers and any customs officer who may be designated for that pur-
pose by the collector of customs are hereby authorized to administer
the oath or affirmation herein proyvided for, and such boarding officers
shall be allowed extra compensation for services in boarding vessels
at night or on Sundays or holidays at the rates prescribeqf by the
Secretary of the Treasury, as herein provided, the sald extra compen-
;s'aat;m"to be paid by the master, owner. agent, or consignee of such

Mr. KING. Mr. President, is this the bill to which the Sena-
tor alluded a few days ago, and stated, either upon the floor of
the Senate or to a number of Senators who approached him in
connection with it, that it involved no expense whatever upon
the part of the Government?

Mr. CALDER. No expense whatever.

Mr. KING. It merely permits the owners of vessels and the
consignees and employees upon the vessels, or the longshore-
men, to make such contracts as they please respecting the un-
loading of the vessels at night?

Mr, CALDER. Yes; and it permits customs officers to work
at night and to be paid by the shipowner, with the consent of
the collectors of customs in the respective districts. No ex-
pense whatever is incurred upon the Government.

. Mr. KING. Mr. President, I would like to ask the Senator
two questions: First, what reason is there for the Government
to fix the terms of special contracts that shall be entered into
between the owners of vessels and the employees of the Govern-
ment for the purpose of securing the unloading of vessels on
Sundays or holidays? In other words, why should the Govern-
ment intervene and prescribe the contractual relations that
shall exist between the parties? That is one question.

Secondly, if this bill should pass and there should be any
considerable amount of overtime work done under the bill,
would it not interfere with the efliciency of the employees of
the Government in the performance of their duties to the Gov-
ernment? I can readily conceive that if there is very much
Sunday work or night work the employees working for the
Government and being called upon to perform this additional
service would not be in condition to render efficient service to
the Government. It might very materially impair their serv-
iceability to the Government and interfere with the proper per-
formance of their duties to the Government.

Mr. CALDER. Mr. President, this bill was prepared by the
Treasury Department. We have had a law on the statute
books for a number of years permitting the lading and un-
lading of vessels at night, for which the Government employees
were paid in some such manner as is prescribed in this meas-
ure. But a year or two ago the Attorney General held that
men could not be paid for passing upon the baggage taken off
ships at night, but could be paid for supervising the discharg-
ing of the cargoes. That caused some difficulty, because we
found a customs official examining baggage at night and being
unpaid for it, and right alongside of him a customs offlicial
examining cargo and being paid for that.

These men do not work very much at night. T venture the
statement that they do net average more than a day a week at
the most, perhaps four or five days a month. If the Government
did not have some control over it, and the shipowner werc com-
pelled to bargain with the customs inspectors and other Govern-
ment employees all sorts of compensation might be demanded.
This bill permits the Government to collect from the shipowners
not in excess of double pay for overtime. The collector of cus-
toms fixes the pay for overtime, but can not allow more than
double time for nights and Sundays. If I own a vessel and wish
to have it discharged at night, it would be necessary for me to
obtain a permit from the collector of customs to supervise the
job. He would assign regular customs employees and keep
track of their time, and the shipowner would pay the collector
for it, and then, in turn, the men would be paid by the Govern-
ment. The scheme is one that has been carefully considered, I
will say to the Senator from Utah [Mr, King], and meets with
the approval of the Treasury Department and the Shipping
Board as well ; it is also satisfactory to the men who work in the
Customs Service. i

The bill was reporied to the Senate without amendment,
ordered to be engrossed for a third reading, read the third time,

and passed.

and have so re-

PUBLIC HEALTH SERVICE,

Mr. CALDER. I ask ynanimous consent for the consideration

of Cialendar No. 233, Senate concurrent resolution 14, creating a
joint committee to make a survey of and to report on the activi-
ties of governmental departments, bureaus, and agencies which
relate to public health.
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Mr. JONES of Washington. I wish to suggest to the Senator
from New York that it appeared before the Commitfee on Ap-
propriations a year or two ago that there were 47 different de-
partments of health activities connected with the Government
activities, if not more, in the city of Washington.

Mr. CALDER. This simply provides for an inquiry into these
several departments, and a report to Congress.

Mr, KING. Reserving the right to object, I would like to
hear the resolution read.

The Secretary read the concurrent resolution, as follows:

Senate concurrent resolution 14.

Resolved by the Senate (the House of Representatives concurring),
That a joint committee be, and is hereby, created, consisting of three
Members of the United States Senate and three Members of the House
of Representatives, to be appointed by the President of the Senate and
the Speaker of the House, respectively, to make a survey of and report
on those activities of the several departments, divisions, buremus, offices,
and agencies of the Government of the United States which relates to
the protection and promotion of the public health, sanitation, care of
the sick and injurec?. and the collection and dissemination of informa-
tion re]atmg thereto,

Sec, 2. That such committee is directed and empowered to report to
the Congress not later than March 1, 1920

(a) The statutory Fowers and duties conferred b
any department, division, bureau, office, or agency of the United States
Government to carry on any work pertaining to the conservation and
improvement of the public health, together with any rules and regula-
tions antherized or promulgated thercunder ;

(b) The or§anizationa now existing in the Federal Government for
the purpose of carrying out these powers and duties, together with the
personnel of, appmﬁriations for, and expendlitures by each department,
divia;igﬂi bureau, office, and agency during the fiscal year ending June

the Congress on

{c) The coordination mow existing betwcen said departments, divi-
gions, bureaus, offices, and agencies, together with any conflicts, over-
lﬂrtli)i;l or duplication of powers, duties, functions, organizations, and
activities ;

(d) The cooperation and coordination now existing between the Gov-
ernment of the United States and the government of the several States
or extragovernmental agencies for the conservation or improvement of

Such: further infgrmation a8 such commiittoe may deem propers .

Wk ”}.Snch recommendations :-us'smm}hmm.'m% ta:
offer for the improveent of the publie health work of the United fed

Government.

SeC. 3. That such committee be, and hereby is, authorized during the

Sixty-sixth Congress to send for persons, books, and IEumersa. to adminis-
ter oaths, and to employ experts, deemed necessary by such committee,
a clerk and a stenographer to regort such bearings as may be had in
connection with any subject which may be before such committee, such
stenographer’'s service fo be rendered at a cost not exceeding $1 %er
printed page ; the expenses involved in carrying out the provisions of this
resolution, one bhalf to be paid out of the contingent fund of the Senate,
and the other half out of the contingent fund of the House; and that
such committee may sit during the sessions or recesses of the Congress.

Mr. OVERMAN. Mr. President, I do not think we ought to
pass this resolution. The matter ought to be taken up by the
Committee on Appropriations. In faet, the Appropriations Com-
mittee of the Senate have this question before them in the mat-
ter of appropriations for the Child Labor Bureau, the Census
Bureau, and others that are doing this kind of work. We ap-
pointed a man who is doing work in the Treasury Department,
Mr. Brown, who is known as an efficiency man, to look into this
question and to report to the Appropriations Commiitee the
amount of duplication of work that is being done, and the char-
acter of it, by the Public Health Service. I think this maftter
could be just as well treated, if not better treated, by the Com-
mittee on Appropriations, rather than by a special committee,
I shall object to-its consideration.

Mr. FRANCE. Mr. President, I wish the Senator would not
object, because I feel that the Committee on Appropriations
can scarcely find time to look into the question. I think that
such a committee as is provided for by the concurrent resolu-
tion is necessary. It really is nothing more than a resolution
authorizing the holding of hearings and the payment of stenog-
raphers, except that instead of being the Public Health Com-
mittee I thought it was better, in order to have both branches
of Congress represented, to have a joint committee appointed.
I might have asked the chairman of the Public Health Com-
mittee for a resolution authorizing the Public Health Com-
mittee to hold hearings, but I thought, in order that the matter
might come up in a fairer way and receive the direct con-
sideration of both branches of Congress, it would be bétter
to have a special committee,

Mr. OVERMAN. DMr. President, I will not object to its
consideration. I will not vote for it. I will withdraw my
objection to its consideration.

The Senate, by unanimous consent, proceeded to consider the
concurrent resolution.

Mr. CALDER. I move fo amend the resolution, in line 14,
page 1, by striking out the words “March 1” and in lieu
thereof inserting * June 1.”

The amendment was agreed fo.

ity=upon railroad guestions in the country.
=—The-Cam

The concurrent resolution as amended was agreed to.

LEX——41

RAILROAD CONTROL.

Mr. CUMMINS. Mr, President, I move that the Senate pro-
ceed to the consideration of the unfinished business, being Sen-
ate bill 3288,

The motion was agreed to; and the Senate, as in Committee
of the Whole, resumed the consideration of the bill (8. 3288)
further to regulate commerce among the States and with for-
eign nations and to amend an act entitled “An act to regulate
commerce,” approved February 4, 1887, as amended.

Mr. STANLEY. I send to the Secretary’s desk the following
amendment. :

The VICE PRESIDENT. There is an amendment pending
now. The pending amendment is the amendment of the Senator
from Washington [Mr. PoixpExTER] to strike out on page 77,
line 22, the paragraph extending to line 17 on the following page.

Mr. POINDEXTER. Regarding that amendment I would like
to make a brief explanation.

The VICE PRESIDENT. The Chair has recognized the
Senator from Kentucky [Mr. STANLEY].

Mr. STANLEY. I will yield the floor to the Senator from
Washington.

Mr. POINDEXTER.
from Kentucky.

Mr. President, this amendment is to strike out, on page 77,
beginning with line 22, the proviso, including the balance of
the paragraph, after the word * Provided” in that line, down
to and including line 17, on page 78. It relates to the long-
and-short-haul provision of the bill.

The effect of the amendment would be to leave the so-called
long-and-short-haul runle, as it is contained in the act to regu-
late commerce, unqualified. I feel reassured in offering the
amendment and in urging its adoption from the support which
it has from the chairman of the committee, whom 1 regard as
perhaps the best informed and most widely experienced author-

miftee on.Inferstate-Commerce of the Senate in.ther r= =
last Congress considered a bill which- had~the -same: effect.as - _ -~
this proposed amendment and reported that bill favorably, in-~
quite an elaborate report, contained in Report 576 of the Sixty-
fifth Congress, third session. I ask to have the report printed
as a part of my remarks at the conclusion of what I shall have
to say. ‘

The PRESIDING OFFICER (Mr. SutHERLAND in the chair).
Without objection, permission is granted.

Mr. POINDEXTER. Before the Committee on Interstate
Commerce it was testified by a reliable witness that by reason
of the discrimination in railroad rates by which a lower rate
was given for the long haul than for the short over the same
line in the same direction for the same quality and class of
goods or for passengers that a great interior section of the
country, called the intermountain section, composed of States
sometimes czlled the Rocky Mountain States—the States of
Montana, Utah, Idaho, Wyoming, Arizona, Nevada, and the
eastern portions of California, Oregon and Washington, east of
the Cascade Range of Mountains—paid in excess freight, that
is in rates that were in excess of the rates that were charged '
to the Pacific coast terminal points which were at a greater '
distance from the point of shipment, an annual amount of ap-
proximately $11,997,248 in addition to the freight rates that
they would have had to pay for the shipment of the same
amount and character of goods if they had enjoyed the same
freight rates with which their competitors at the more distant
points were favored.

As Mr, Campbell said in his testimony—

That is $098,104 a month, or $33,270 a day. The average excess
war tax that will have to be paid by the intermountain counntry upon
a gimilar amount of traffic would amount per year, if it ran a year, to
$359,000 or $29,000 a month or $999 a day In excess war tax.

By that he means that in war tax upon freight bills, in addi-
tion to having fo pay the excess diseriminatory increased rate,
that the country which was suffering from the diserimination
was compelled to pay excess war tax upon the freight in excess
of what the more distant communities were required to pay
to the amount of $359,000 a year.

I think perhaps the situation that is intended to be remedied
by the amendment can best be explained by stating the actual
transaction of the shipment of freight and naming some of the
sections which are affected by the discriminations referred to.

In the shipment of freight from Chicago, New York, Pitts-
burgh, or the other great centers of the Bast—and I am only
stating these by way of illustration because the same principle
applies to the South and it applies also in the West to shipments
that are eastbound as well as those that are westbound—upon
shipments from those great supply centers, we will say to San

I am very much obliged to the Senator
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IFrancisco, a certain rate of freight is paid. The shipments
pass through the city of Salt Lake. They go on 800 miles farther
te the eity of San Franeiseo., The same shipments over the same
line, if delivered 800 miles short of the San Francisco destina-
tion, at Salt Lake City, or contignous points in the State of
Utah, pay a much higher rate of freight than if carried on to the
terminus of the line.

It seems to me that a mere statement of the situation con-
tains all the argument that is necessary to convince anyone who
‘is familiar with the general prineciple of uniformity of taxes and
uniformity of rates for public service in this country—whieh is
n cardinal point upon which our institutions are based—of the
absolute necessity of removing the discrimination if that prin-
ciple is to be maintained.

Mr. STERLING. I should like to have the Senator state, if
he will, what reason is urged for the discrimination between the
longer and the shorter haul.

Mr. POINDEXTER. The principal reason that is urged or
has been urged in the past is the necessity of the railroads to
meet water competition at the Pacific coast. The actual in-
fluence, I think, which has been most powerful in maintaining
the discrimination, has been the powerful influence of the larger
cities at the terminal points on the seaboard in holding on to
the advantage or supposed advantage which they have over
their competitors. It is a perfectly natural action when we
understand the inevitable, universal selfishness of human nature,
that when they have an advantage which transfers to them the
business of the interior they will exert every means and in-
fluence that they can command to prevent a change in the situa-
tion. And yet in clinging to this advantage they have lost the
greater one of manufacturing and maritime growth.

The fact of the ease is, however, that instead of there being
actual water eompetition, which is put forward as the reason on
the part of the railroads for making discriminatory rates to the
terminal points, during the greater part of the existenco of the

tion, whieh has pevsist
g ‘before the completion of the Pannma Canal, there has
* been no actual water competition at alk

The great fleets that we sheuld have in the service of the
Nation in transperting goods between the eoasts of the Atlantic
and the Pacifie have not been developed because the railroads
were- allowed, under an interpretation of the proviso which is
now propoesed to be stricken eut, to make rates to meet what was

called potential water cempetition.
In other words, it was said that if the rates were not made
at the terminal points water eompetition would be developed
-and that when developed it would take business away from the
railroads. To speak frankly, the previso has been interpreted
by the Interstate Commerce Commission as though it were a
iribunal established for the purpose of protecting the railroads.
It is a commission wheose function is to regulate and supervise
the railroads, and from that fact there seems to have been de-
duced a principle of action by which in times past, at least, it
 assumed the trust of securing for the railroads all of the traflic
that existed between the twe eoasts and preventing any of it

from being diverted to water lines.

‘Mr. MOSES. Mr. President, may I ask the Senator from
Washington if the point just now argued is not cared for in sec-
tion 87 of the bill before us, where it provides that *no such
aunthorization shall be granted en account of merely potential
water competition not actually in existence ”? 4

Afr. POINDEXTER, I think so far as that point is con-
cerned it is cared for in the provision that is contained in the
bill and it was because of the practice just mentioned that the
‘amendment was placed in the bill. But there are various other
‘elaims that have been made by the railroads and by the terminal
‘cities, such as market competition and abuses of discriminations
. which arise under actual water competition which we are seek-

ing to aveid and to abelish by striking eut the proviso al-
together,
Mr, KING. If the Senator will parden me, in reply to the

question propounded by the Senator from New Hampshire [Mr.
Moses], I wish to supplement the statement made by the Sen-
‘ator from Washington by an observation. Many of the large
brokers and wholesale dealers and jobbers concentrate in the
coast cities such as San Francisco. They desire to build up
their there and for that reason they have induced
the rallreads or have been im collaboration with the railroads
in securing those points as the objectives of the freight, so that
the people in the inland districts have been compelled to see
jtheir freight pass by their own doors and go on to the coast
and then be transshipped back to Denver and Salt Lake City
and Reno and intermediate peints. It has beem a iraey
between some of the cities upon the coast and in favored dis-
tricts and the jobbers and wholesalers and business men there,

_gxpeq;dopq,und they-seek to gain that more ex
ed through a numbep-of-yenrs,

under which they have discriminated against many of the in-
land and interior points and thus built up large commercial
centers where ngture did not design them in many cases,

AMr. STERLING. The inference might be that the Interstate
Commerce Commission in favoring the diserimination made of
itself a frustee rather of the railroads with special regard for
railroad interests rather than the public welfare,

Mr. POINDEXTER. I think that is a very clear inference,
and my impression is that privately it is, or until recently has
been claimed, by members of the Interstate Commerce Com-
mission, that it is their function, of course within what they
construe to be proper principles and legitimate limits, to pro-
tect the railroads against water competition.

The argument of the coast cities that they are entitled to
diseriminatory railread rates because of their natural ad-
vantage of being located upon the ocean is entirely an illogical
and inconsistent position. Nobody ecan take away from the
coast cities their natural location and whatever advantage may
be derived from it. The advantage of the terminal points on
the Pacific coast is the advantage of being located upon the
Pacifiec Ocean, and you can not take that advantage away from
them, beeause you can not remove the Pacific Ocean. They are
going to continue fo be upon the ocean and it always seemed
1o me to be the height of inconsisteney and peor logic to claim
that because they had a great natural advantage, that the
Government acting through its railroad commission should give
themn the artificial advantage of discriminatory railroad rates,

They say that they should have low rates because if they
are not made freight will be shipped by water. I am at a
loss to understand how it can be a disadvantage to a seaport
to receive its goods by water instead of by railroads, if it re-
ceives them at a lower rate than the railroad can give them.
IT it is sald on their behalf that the railroad gervice is more .

: is-mot subject to the general
rule governing rates to ether points, then they are seeking not
a natural advantage but an artifieial advantage, and they
should be relegated to the competition of water lines, and
the country should have the benefit which will come from the
development of marine transportation, of which they are de-
prived if the railroads can make prohibitory rates with which
the ship lines cam not compete,

We have a great many terminal cities In my own State which
are enjoying these descriminatory rates, but such discrimina-
tion is so abhorrent to the sense of fairness, which is charac-
teristic of the American people, and to that right, as I regard
it, to uniformity of treatment from the Government and from
those ageneies of Government performing public service func-
tions, such as the railroads, that I have not the slightest doubt
that the people themselves of these cities, aside from the par-
ticular interests which may be engaged in shipping over the
railroads, will support this amendment and the abelishment
of this diserimination.

Mr. SMITH of Georgia. The Senator’s nmendment goes to
the extent of removing all diseretion from the Interstate Com-
merce Commission with reference to the long and short hauls,
does it not? .

Mr. POINDEXTER. It does. :

Mr. SMITH of Georgia. And he proposes to leave no discre-
tion anywhere on that subject?

Mr. POINDEXTER. I propose to leave no discretion any-
where to allow the Interstate Cominerce Commission to make a
rate for a long haul that is less than the rate which they make
for a short haul over the same line in the same direction for
the same elass of goods, The amendment proposes to remove any
diseretion under those conditions and circumstances.

I may say that that was the purpose of the original interstate-
commerce act. It was expected that that would be the general
prirciple. Although certain discretion was vested in the Iu-
terstate Commerce Commission, it was expected that it wounld
only be exercised in special cases; but, instead of that expetta-
tion being realized, the exeeption has become the rule, and
throughout the South and the West this discrimination exists.
In what is called the offieial elassification territory, the territory
lying north of the Pofomac River and east of the Mississippi
River, these abuses do not exist except in a very small degree;
but in the South and in the West this discrimination is universal.
In other words, every terminal, every point upon a southern
river or upon the Pacific Ocean enjoys a lower rate for the long
haul, the more expensive haul, involving greater service on the
part of the transportation company, than does the intermediate
point for a short haul and for a less expensive serviece. It is so
abhorrent in itself to the fandamental principles of uniformity
and justice that T believe the discretion to grant exceptions to
those principles ought to be removed.

“service’ "




1919.

CONGRESSIONAL RECORD—SENATE.

643

Mr. SMITH of Georgia. My question is this: If the Sena-
tor's nmendment prevails, no discretion is left anywhere with
anybody to modify charges where circumstances seem to re-
quire it?

Mr. POINDEXTER. No discretion is left anywhere to mod-
ify charges under the conditions that I have just stated.

Mr. SMITH of Georgia. As between the long and short haul
principle?

Mr. POINDEXTER. As between the long and short haul.
While they still may charge as much for the short haul as for
the long haul, they would nof be allowed to charge more for
the short haul than for the long haul. That is correct.

Mr. MOSES. .ir. President:

The PRESIDING OFFICER. Does the Senator from \Wash-
ington yield to the Senator from New Hampshire?

Mr. POINDEXTER. I yileld to the Senator from
Hampshire.

AMr. MOSES. I desire to ask the Senator if the adoption of
his amendment would produce a rigid application of a flat
mileage rate?

Mr. POINDEXTER. It would not; and I am not in favor
of a flat mileage rate, because a flat mileage rate would simply
substitute one set of discriminations for another. What I am
aiming at is to remove diseriminations; to put communities upon
an equal foofing. Although in the development of the principle
of railroad regulation in the future we may possibly come to a

New

rate in accordance with the service, I am not now discussing I

that; I am not in favor of it at the present time. While it has
been urged by some in opposition to this amendment, or to the
bill, which is equivalent to it, that it would have the effect of
establishing a mileage rate, that is based upon an absolute
misapprehension of the amendment. It will do nothing of the
kind. On the contrary, as I said a moment ago—using the West
as an illustration, because I happen to have in mind the great
trunk lines of railroad passing through that section and am
familiar with the relative location of the particular communi-
ties—the shipment of freight passing through Boise, Idaho, and
going 500 miles farther on to Portland, Oreg., if it were based
upon a mileage basis would be very greatly less to Boise than
it would be to Portland, but we do not propose anything of that
kind. We have an amendment here which would still allow
Portland to receive goods for the long haul—an excess of 500
miles over the haul to Boise, and a very expensive piece of
transportation, because it goes through a mountain country,
involving difficult and expensive railroad construction and ex-
pensive transportation because of the great power that is in-
volved in taking trains over a mountain grade—for tle same
rate that Bolse recelves. .

I hope that the idea that the amendment involves a, mileage
rate or anything tending toward a mileage rate will not be
entertained in the eonsideration of the amendment.

Mr. MOSES. Did the Senator state that such a provision is
in the bill now?

Mr. POINDEXTER. What provision?

Mr. MOSES. A provision which under the citation which
the Senator has just made in the case of Portland and Boise,
Portland would be allowed, if the bill should become a law, to
receive a lower rate for the long hanl?

Mr. POINDEXTER. Yes; that is in the bill. There is
nothing in the bill which affects that in any way at all. The
railroads now grant a lower rate for the haul to Portland, and
might be allowed to continue to do so if the bill should be
enacted without the amendment which I propose. To illustrate,
I =hall tell of an incident, an actual case, which has no im-
portance in itself because there are thousands of such cases,
but it makes clear the situation. A dealer in Spokane, Wash.,
ordered a carload of coffee from New Orleans. The importers
in New Orleans wired the Spokane house thaf they could not
ship a earload of coffee at that time, but that there was a car-
load en route, on the rails, on the way from New Orleans con-
signed to Portland, Oreg., 350 miles farther on, and that they
could arrange with a Portland house to let the Spokane house
have that carload. As a matter of fact, it was switched off the
main line at Spokane. If it had not been switched off it would
have gone through the city of Spokane to Portland, 350 miles
farther on; and yvet because it was stopped 350 miles short
and delivered at Spokane, the Spokane dealer, and conse-
quently the Spokane consumers of coffee, were required to
pay a much higher rate than if it had gone the longer distance,

Mr. McNARY. Mr. President—

The PRESIDING OFFICER. Does the Senator from Wash-
ington yield to the Senator from Oregon?

Mr. POINDEXTER. I yield to the Senator from Oregon.

Mr. McNARY. I wish to ask the Senator whether dif-

ference in the matter of rates is not based upon the economic

situation which arises when water routes come into competi-
tion with rail routes? In order, I may say, for the shipment
of coffee referred to, to reach Portland, where it would come
into competition with water transportation, it was necessary
for it to bear a smaller freight charge than if shipped to
Spokane,

Mr. POINDEXTER. That is the theory I have just been
discussing ; that is the argument which is made ; but my answer
to that is, if the coffee could be shipped to Portland by water
under fairly comparable conditions as to service which would
obtain in a shipment by rail, then there is no reason why it
should not go by water. Portland would be no worse off. The
railroads would claim that they might lose the business, but
the transportation business of the country consequent upon the
inerease of population and the volume of business and in view
of the still more rapid increase which we will have in the near
future, is and will be so great that the railroads ecan not attend
to it; they have been congested; there will be more business
than the railroads can handle; and it is in the interest of the
country to allow the water lines to procure a portion of the
business and for the benefit of Portland, the metropolis of the
great State which the distinguished Senator represents here so
well, to receive the advantages which would accrue to her from
being in reality as well as in name a maritime city, of having
ship linés and all the incidental business that comes from the
building, operation, and supplying of ships.

Mr. JONES of Washington. Mr. President——

The PRESIDING OFFICER. Does the Senator from Wash-
ington yield to his colleague?

Mr. POINDEXTER. I yield to my colleague.

Mr. JONES of Washington. I was just goihg to suggest
that the policy which is now in force has the effect really of
preventing the development of the American merchant marine.

Mr. POINDEXTER. My opinion is that my colleague is ab-
solutely correct in his statement
- Mr. SMITH of Georgin. Why so?

Mr, POINDEXTER. Just a moment—and that this diserim-
ination by which the railroads have been allowed to put their
rates down under the pretext of meeting water competition, to
put them down to such a point as would prevent the develop-
ment of water competition, has been the most potent factor—
more potent than all other circumstances put together—in pre-
venting the development of maritime commerce upon our rivers
and upon our coast lines,

Mr., WALSH of Montana. Mr. President: ?

The PRESIDING OFFICER. Does the Senator from Wash-
ington yield to the Senator from Montana?

Mr. POINDEXTER. I yield to the Senator from Montana.

Mr. WALSH of Montana. Referring to the inquiry a few
moments ago addressed by the Senator from Georgia [Mr.
SaurH] to the Senator from Washington, I am curious to
know what particular conditions the Senator from Georgia
had in mind which would justify a higher rate for the short
haul than for the long haul. Of course, two conditions have
been suggested in connection with this discussion; that is to
say, competition to a point which has water communication and
competition to a point which has railroad communication,
Those two ideas have been advanced. Can the Senator from
Georgia suggest any other conditions which would seem to
Jjustify the imposition of a greater charge for the short haut
than for the long haul?

Mr. SMITH of Georgia, Those are the two main justifications
that I had in view. Two railroads run between two points; one
road is substantially longer than the other; the shorter line
with the shorter mileage has a rate fixed for it. The very
much longer line of railroad between the two points will not
be able to carry any of the business unless its charge between
the two terminals is the same rate which the short line charges.
It might be impossible for all the business of the longer raflroad
to be conducted on that low mileage rate which would be essen-
tial to give it part of the business between the two places, and
yet, as a part of its entire business in connection with its other
business, it might be desirable for that railroad to haul the
traffic which it wounld haul between the two points.

Mr. WALSH of Montana. Of course, that is based upon the
argument of a rate to a common competitive railroad point?

Mr. SMITH of Georgia. Yes.

Mr. WALSH of Montana. That is ene argument; the other i3
hauling to a point where there is water communication ; so that
we meet the same old argument; that is all.

Mr. POINDEXTER. The result of the case stated by ihe
Senator from Georgia—and he verifies the apparent assumption
‘of the Senator from Montana that there are no other cases ex-
cept these two, rail competition and water competition—would
be that he would allow this long line that he speaks of, assum-
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ing the other conditions to be correct as he has stated them, in
order to get a portion of this business at the junction point, to
make a rate at what is called out-of-pocket cost—that is, to
make a little more than the actual vost of the transaction itself
wihkout earning anything on the investment—in order to enable
the railroad to get that he would tax the people along that line
intermediate between the two points by co them to pay
@ higher railroad rate than they otherwise wonld have to pay.

Mr, SMITH of Georgia. Not at all

Mr. POINDEXTER. That would be the effect of it.

AMr. SMITH of Georgia. Not at all.

Mr. POINDEXTER. Well, I insist that it would. The Sena-
tor may have a different opinion, and I am glad to hear if.

Alr. SMITH of Georgia. I only wish tfo stop the Senator long
enough to say that I would not do it upon the theory that I
overtaxed the intermediate pointis. The very power to carry
this freight through as a part of the railroad's entire business
might result in its Being done more economically, whereas with-
out that business it might be mecessary to tax even higher the
intermediate points. 3

1t is an exceedingly complicated problem that really it is
difficult for one who has not made & specialty of the study
of freight rates and freight combinations to present, and I do
not claim to have made a special study of it. I have gathered
what information I have from certain hearings and investiga-
tions with which I have been connected, and I do not think
the theory is that you increase the burden on the intermediate
points, but that the-whole volume of business carried by the
transportation company makes it possible, even at the inter-
mediate points, to carry freight for less than they would other-
wise be able to carry it. Y

Mr. POINDEXTER. That is the old, old argument.

Mr. SMITH of Georgia. Yes; but not necessarily unsound
because old. A great many things that are old are sound, and
I have listened with pleasure in the past few months to many
very eloguent speeches by the Senator from Washington in-
sisting that the old was better than some of the new that has
been suggested, especially in international affairs.

Mr. POINDEXTER. That is true. That does not mean that
everything that is old, particularly old arguments, is good,
however. What I was talking about were old institutions, and
the old Constitution of the United States. There ave lots of
old threadbare arguments ihat have been discarded and ex-
ploded that are not necessarily good because they are old.

Mr, SMITH of Georgia. I was only desiring to contest the
proposition that a thing is necessarily bad because if is old.

Mr. POINDEXTER. I did not say that it was.

Mr. SMITH of Georgia. I am beginning to reach a period in
life where I object to such a suggestion.

Afr. POINDEXTER. The Senator seems to admit that it is
old ; and he assumes that the intermediate points on all these
rail lines, in objecting to this argument, which they have had
thrust at them for 25 or 30 years, are mistaken about their own
intervests. The Senator argues that all of this great interior
country of the South, which, unlike his ¢ity of Atlanta, is suf-
fering from these discriminatory rates while Atlanta gets the
benefit of lower rates, is fighting against its own interests;
that the people of that section do not know what is good for
ihem. He is arguing that in objecting to paying this $11,000,000
a yvear of excess freight rates, the intermountain country is
simply preparing the way to have to pay a still greater burden of
freight rates if the discrimination is removed.

There are a great many answers to that argument which we
have had to meet for a generation or more, One of them is, and
I think it is perfectly evident, that high rates are much less
objectionable in themselves than discriminatory rates. It is
not the high freight rates that people object to particularly
in our country. We pay perhaps the highest freight rates that
fare paid in any section of the United States, and we are not
seeking, directly at least, to have them redunced.

We do not know that a reduction of rates will necessarily
be the result of this. What we are seeking is to remove the
discrimination, What the interior towns in Georgia and in
Tennessee and in ofther sections of the South are seeking is to
remove the discrimination which they are suffering from, as
against Atlanta and other points which are enjoying these
lower rates which are made by the Interstate Commerce Com-
mission at some terminal points, for the longer haul, whether
on account of railroad competition or water competition. But
actual experience shows that no such raising of rates wonld
result. As a matter of fact, as shown by actual conditions on
the Pacific coast, it is often the long line which gets the busi-
ness in competition with the short line. '
_ AMr. HENDERSON. Does the Senator know whether or not
ihe railroads under Government ocontrol have discontinued
these diseriminatory rates?

Mr. POINDEXTER. They have to a large extent. I do not
think they have dome so altogether, but they have to a very
large exten

Mr. HENDERSON. I have heard that they have discon-
tinned them to a very large extent. Now, if that is the case,
Is it not right and proper that under this legislation we should
protect the country against a return to those practices and prin-
ciples that have been going on in the past?

Mr. POINDEXTER. Undoubtedly that is the case, and that
iz the purpose of this amendment; and I am very glad indeed
that the Senater from Nevada has pointed that out. I want
to say also, in connection with that, that this apprehended
injury that would be received by the terminal points, or those
which are benefited by this discrimination, has not materialized
at all. They have not been injured by removing the diserimi-
nation and putting them upon an equal basgis with competing
communities,

A large city like Atlanta is not going to be hurt becnuse of the
prosperity of the smaller towns S'nrrt%und;tng it. Their pros-
perity will add to the prosperity of Aflanta, because they are
iributary to it and will continue to be tributary to it; and the
same thing is true of the great terminal points upon the Pacific
and also upon the Atlantie,

Mr, SMITH of Georgia. Mr. President——

Mr. POINDEXTER. Just one minute, I want to complete
the point to which I was calling attention. It has been no
injury to New York City to establish a system of rates by which
manufactoring communities have been built up along all the
lines of raiiroad in the great North and East. In Illinois, Ohio,

‘and Indiana, clear to the Mississippi River, great manufacturing

towns have been built up. It has not been an injury to Chicdgo.
Those farther east have not been an injury to New York.
Their prosperity has contributed te the prosperity of the
meiropolis, and the same thing will be true in other sections of
the conntry. .

Mr. SMITH of Georgia. I wish to assure the Senator that I
had no particular place in view ; and I agree with him fully that
the development of all places around a large city within reach
of the business of that city contributes greatly to the growth of
the larger city itself. My suggestions with reference to this
subject were dune to the fact that it seems to me absolutely
essential that there must, in some instances, be a disregard of
the flat long-and-short-haul rule. If the Interstate Commerce
Commission have gone too far in discriminations, they should
cease it; but I was afraid that to strike out entirely the
privilege of any consideration of peculiar circumstances which
require an abandonment, at least to an extent, of the long-and-
short-haul principle would produce embarrassment {o commerce
and ad(d to the confusion that already exists in conneetion with
transportation problems; and I hesitate to approve the sug-
gestion that to no tribunal and nowhere shall any discretion
be ieft upon that subject. I am afraid of its consequences, and
the fear of trouble from it has come to me from many"sections
of the Southeast, and I have heard from nowhere any special
protest against existing conditions.

Mr. POINDEXTER. It is natural that “fear of trouble”
would come to the Senator from every city that is favored by
lower rates than those charged its competitors. That is per-
feetly natural. I have had the same experience. Everybody
has had the same experience. Every city that enjoys dis-
criminatory rates is going to try to hold onto them. But the
Senator is too experienced a statesman, too well versed in
the fundamental principles of government, to favor the wuse
of the powers of government or of public service to favor one
community as against another on account of a protest of that
kind, coming from purely selfish motives, which are of the most
elementary and obvious kind.

Mr. WALSH of Montana. Mr. President, will the Senator

t a further interruption?

The PRESIDING OFFICER. Doees the Senator from Wash-
ington yield to the Senator from Montana?

Mr, POINDEXTER. I yield.

Mr. WALSH of Montana. Another idea in connection with
the matter has suggested itself to me, in view of the recent
statement of the Senutor from Georgia. A great many people
feel that these more or less doubtful questions should be
intrusted to the discretion of the Interstate Commerce Com-
mission, that it will act wisely in the premises, and so forth;
but I submit to the consideration of the Senator from Georgia
particularly whether we ought to repose any such power in
the Interstate Commerce Commission or in any other board
which gives it the opportunity to build up a terminal city,
with the result of loss and destruction to the intervening
points.

For instance, the rate from the eastern section of the couniry
and the Middle West to Seattle, as pointed out, is considerably
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less than the rate to Helena or to Spokane. An industry, for
instance, n packing house, is to be established at one of these
places. Of course it will go to the place that has the lower rate.
All of those products are carried to Seattle, for instance, as
agninst Helena or Great Falls or Spokane, so you place it In
the power of the Interstate Commerce Commission to desiroy
a business, and a very profitable business, for instance, in one
of these interior towns by compelling it to pay a higher rate
than a competitor in the same line of business is obliged to pay
at the terminal point. In other words, you place in the hands
of the Interstate Commerce Commission the power to say
whether the interior towns shall be permitted to grow or whether
the terminal points shall absorb all of the business of that sec-
tion, and I do not believe we ought to place any such power as
that in the hands of the Interstate Commerce Commission or
any other body.

Mr. HENDERSON. Mr. President—

Mr. POINDEXTER. In just one second.

Mr, President, I do not believe such power should be placed
in the hands of a Government tribunal any more than there
should be placed in its hands the power to make one rate of
taxes for one individual as against another rate for another
individual. Railroad rates are for service of a public nature,
Taxes are for service of a public nature, and the most ele-
mentary principle of taxation is that taxes should be uni-
form. I want to call your attention to a decision of the Supreme
Court of the United States, in which they gave expression to the
idea, which is obvious without such expression, that the chief
purpese of all of the intricate laws for the regulation of inter-
state commerce is fo secure this very thing—uniformity. It
could not be abused to any greafer extent than it has been
abused under this long-and-short-haul provision.

In the case of Texas & Pacific Railway Co. v, The Abilene Cot-
ton Mill Co. (204 U. 8., 426) the Supreme Court says:

That the act to regulate commerce was intended to afford an effective
means for redressing the wrongs resulting from unjust diserimination
and undue preference is undoubted. Indeed, it is not open to contro-
versy that to provide for these subjects was among the principal pur-

ses of the act. (Interstate Commerce Commission v, Cin ew

rleans & Texas Paclfic Ry. 16T U. S., 479, 494.) And it is ap-
ac-

rent that the means by which th
{?:mplishedtwfia the m:cln? :pa; all m%h%nfpﬁmem t&%
3:: ﬁh:iﬁules of reasonable rates which should bave a uniform applica-

It iIs quite surprising, Mr. President, that among the conspicu-
ous abuses that have grown up under the proviso and under the
exception vesting this discretion under the fourth section in the
Interstate Commerce Commission is that this principle of uni-
Jormity which was the chief object of the section, as well as of
the second and the third sections and of the act itself, has been
absolutely destroyed in the making of comparatiye rates between
communities, and discriminations have been established which
have the same identical effect as discrimination between indi-
viduals, except that their blighting effect falls upon whole cities,
lEitateg, and sections of the country, I yield to the Senator from

Jevada.

Mr. HENDERSON. During all the years that these pro-
visos and special section clauses have been in the act have
they operated to the benefit of the interior States in any par-
ticular cases?

Mr, POINDEXTER. Mr. President, they have retarded the
growth of the interior communities. I do not think that there
is any more deadly blight that ean fall npon a community than
to have to pay a higher freight rate than some rival community.
It is obvious, from an examination of disputes before the Inter-
state Commerce Commission and in the courts, that even a very
slight diserimination in a rate in favor of one individual as
against another will have the effect of not only benefiting the
one individual and injuring the other but will have the effect
of making one prosperous and destroying the business of the
other. It is a question of life or death. The only circum-
stances which have enabled these communities that have suf-
fered from these diseriminatory rates to survive and to pro-
gress at all have been the enormous natural resources of the
country, They have lived practically upon themselves. They
have paid a tribute to rival communities which sapped their
strength and drew away their resources by reason of an arti-
ficinl system of rates which favored other sections at their
expense.

Mr. HENDERSON. Has not this principle done more to re-
tard the development and prosperity of the interior States than
any other one thing?

Mr. POINDEXTER. T think more than all others together:
and while it has been retarding the development of the inter-
mediate country, it has been a national injury by the congestion
of business at certain terminal peints. Low freight rates in
one community as compared with those in another ecommunity

are a powerful magoet to draw business to that point, and as
business accumulates at that particular poeint it becomes more
expensive, ground becomes more valuable, and consequently the
cost of production is increased. The living expenses of em-
ployees are higher and the public has to bear the consequences
in the higher cost of living.

In a great emergency, such as the war suddenly brought upon
us, when the capacity of the transportation systems of the coun-
try was taxed, we found that on account of this congestion at
certain terminal ports, like New York City, which happened to
be on that side of the continent from which shipments to the
scene of war were being made, the congestion was so great as to
paralyze transportation for weeks at a time and jeopardize the
success of the Nation in a great crisis.

The policy of the country should be to encourage the distribu-
tion of manufacturing and business throughout the country at
available points, in accordance with the natural opportunities
and resources of those points, instead of drawing it all, as with
some powerful artificial electric machine, intorthe vortex and
maelstrom of an overcrowded and congested metropolis at the
end of a railroad line.

I may say, Mr. President, that I can readily see lying back
of the arguments that have been made in behalf of this abuse
the benefit that the railroads have derived from it, and I am
not saying this in disparagement of the railroad management. I
expect people in business to look out for their interests. We
do not expect men engaged in private business to subordinate
the interests of that business to the public welfare. We expect
that public welfare to be looked out for by the Government and
by publie tribunals.

Railroad companies are in the business of selling transporta-
tion, and if, in supplying a great area of country, they can
establish a system by which the greatest possible amount of
transportation, instead of the least nmecessary amount, will be
sold it is manifestly to their advantage. So they have built up
a system by which, beginning with the policy or theory of
carrying commodities to the end of the line and then back to
the intermediate points be gradually modified through the
efforts and struggles of the communities which suffered from
it, the railroads enjoyed the longest haul instead of the shortest.

I submit to the Senator from Georgia [Mr. Sarra] and to the
Senate that a good public policy would be the reverse of that;
that we should economize in transportation, that the least
amount of transportation that would accomplish the object to be
achieved, the delivery of the goods to the consignee, should be
sought in any system of freight rates or in any regulation of
railroads.

Mr. SMITH of Georgia. WIill the Senator yield for a question?

The PRESIDING OFFICER (Mr, Epce in the chair). Does
the Senator from Washington yield to the Senator from
Georgia? gt

Mr. POINDEXTER. I yield to the Senator. .

Mr. SMITH of Georgia. The Interstate Commerce Commis-
sion is made up of experts who have given a thorough study to
this question and a thorough study to the character of rates that
are essential to furnish to the railroads themselves the most
economic system of transportation. Does not the Senator think
it probable that when they fix these rates they take the questions
into consideration which the Senator has mentioned, and really
have in view giving a system of rates that will facilitate the most
economic transportation?

Mr. POINDEXTER. Not only I do not——

Mr. SMITH of Georgia. Just one word further—

Mr. POINDEXTER. I wish the Senator would not ask too
many questions at one time. ]

Mr, SMITH of Georgia. Very well; I will stop for the present.

Mr. POINDEXTER. I not only do not think they have done
what the Senator seems to think they have done, but T know
they have done just the opposite. They have not only not estab-
lished a system of rates which tended toward the production
of an economic system of transportation, but, on the contrary,
they have made rates almost universally, wherever there was
ever any excuse of railroad competition or water competition,
lower at the longer point than they have made at the shorter
point, and that is all that is necessary to be said to controvert
the assumption of the Senator from Georgias, That is not an
economic system of transportation. That is the most expensive
system of transportation, because it encourages, by the lower
rate. the hauling of goods the longer distance. The economic
system of transportation is the hauling of them the shorter
distance.

Mr. SMITH of Georgia. Mr. President, is it not true that a
long haul sometimes can be made cheaper than a short haul,
and, entering into the whole of the business of the road, facili-
tates generally cheaper charges?
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Mr. POINDEXTER. A long haul over the same line and in
the same direction can not be made more cheaply than a short
haul.

Mr. SMITH of Georgia. Suppose the business to the one
point were sufficient both ways to fill a car and to another point
ihe ear would be hauled empty if a rate was not given that
enabled the handling of the business?

Mr. POINDEXTER. That does not change the question in
any way at all. Even if it were necessary, after you have un-
loaded the car of its freight, to carry it on the balance of the
journey to where it gets its return ecargo, that would be muck
cheaper than hauling a loaded car to the end of the line and then
haunling a load back again for distribution in the interior.

Nobody would propose that, because it is uneconomie, but it
is not nearly so uneconomic and contrary to good business
principles as it is to haul the entire load to the end of the line
350 or 800 miles of unnecessary transportation.

Mr. HENDERSON. Mr. President, I should like to ask the
Senator from Georgia why the shipper should be compelled to
pay the freight rate on hauling an empty car any distance
after his load has been delivered?

Mr. McLEAN. I should like to ask the Senator if he intends
to press for a vote on his amendment this afternoon?

Mr, POINDEXTER. I do not intend to press for a vote on it,
but I am not going to occupy any great amount of time.

Mr. McLEAN. I understand the amendment has been offered,
but has not yet been printed.

Mr. POINDEXTER. It was offered on yesterday. 1 do not
know whethier it was printed or not. It is simply to strike out
the proviso beginning on page T7.

Mr. McLEAN. 1 will say to the Senator that I think there
will be considerable objection to the amendment, and I wanted
to know whether he was going to ask for a vote on it right
away or whether he was simply discussing it, intending to
bring it up later.

Mr. POINDEXTER. The amendment is pending now. T am
not particularly zealous about pressing it immediately to a
vote, Of course I would like to get it disposed of as soon as I
can. But I want everyone who is interested in it to have a
full opportunity to discuss it.

Mr. McLEAN. The Senator knows that it was very thoroughly
discussed in the Committee on Interstate Commerce, and the
proviso finally determined upen was in the nature of a com-
promise, and I know that many of us had hoped that that
would dispose of the matter. I shall certainly object to the
amendment proposed by the Senator myself, and I think it would
lead to some discussion,

Mr. POINDEXTER. I am discussing it now, and I presumad
the Senator would discuss it. I do not want to shul off dis-
cussion. There is nothing in .the intimation of the Senatcr
that it should not have been offered, if that is his intimation,
because it was understood, at least by some members of the
committee, that I reserved the right to offer it in the Senate,

Mr. McLEAN. I am not questioning the right of the Sen-
ator to offer the amendment, but I am stating that it was pretty
thoroughly considered by the committee.

Mr. POINDEXTER. What is the Senator's intimation? That
it has been considered sufliciently to take a vote on it right now?
If that is his intimation, I agree with him, and we will take
a vote.

Mr. McLEAN., No; my intimation was contrary to that, so
far as the Senate is concerned. I think it is a matter that
may not be understood by the Senate, and if action was to be
had, I should ask for a gquorum, and should hope that those
interested in it would present their views to the Senate, es-
pecially those In opposition to it.

Mr. KING. If the Senator from Washington will yield, I
want to assure the Senator from Connecticut that many of us
are very earnest about it, and the bill will not go through, if
some of us have our way, unless this provision is stricken out.
It is so unjust, it has worked such hardships, such irreparable
injury, to large sections of the country, it has been so discrimi-
natory in favor of certain terminal sections, that I would regard
the passage of the bill without eliminating the provision as a
publie calamity.

Mr. CUMMINS rose.

Mr, McLEAN, I am not intimating——

The PRESIDING OFFICER. The Senator from Washington
has the floor. Does he yield to the Senator from Connecticut?

Mr, POINDEXTER. 1 yield to the Senator from Iowa.

Mr. CUMMINS. 1 do not understand the position of the
Senator from Utah. The provision is in the law now.

Mr, KING. I understand that,

Mr. CUMMINS. A failure to get out of the present law an
objectionable provision ought not to be considered an objection
against the bill.

Mr. KING., If the Senator will pardon me, the bill if passed
in its present form would perpetuate an existing evil, and while
we are remedying evils and providing a new system for the
regulation of railroads we ought to eliminate some of the evils
that exist now.

Mr. CUMMINS. The bill does not perpetuate the evil in all
its enormity, if I may use that term——

Mr, KING. No; it is an improvement.

Mr. CUMMINS. Because it does modify to a degree, and a
very material degree, the present law and removes to an ex-
tent some of the objections against the existing law.

Mr. SMITH of Georgia. But you leave the power to the
Interstate Commerce Commission subject to certain limitations
that were deemed advisable.

Mr. CUMMINS. At the present time the Interstate Com-
merce Commission has entire, complete diseretion to grant au-
thority to a railroad to charge more for a shorter than a longer
distance over the same line in the same direction. The bill
attaches to that discretion the requirement that the lesser
charge for the longer distance must be fairly compensatory.
There is some difference between that and the rule adopted by
the Interstate Commerce Commission, which is that the lesser
rate for the longer distance must be at least sufficient to defray
the out-of-pocket costs. The bill says “compensatory.” There
is some difference, of course, between a rate that pays out-of-
pocket cost and a rate that is compensatory.

I do not intend to interfere at the present time, but I did
not want the Senator from Utah [Mr. Kixg] to charge up
against the bill evils which have been obvious in the present
law.

Mr. POINDEXTER. Mr. President, I did pot understand
that the Senator from Utah did charge up against the bill these
evils, but he is of the opinion that so long as the entire (ues-
tion of railroad regulation is before the Senate, the removal
of the abuse ought to be made complete and effective.

I want to call attention, in view of what has been said by
the Senator from Georgia [Mr. SatrrH], to a4 remark made by the
court in reference to certain diseriminations that exist in his
section of the country. In the case of Behlmer against Louisville
& Nashville Railroad the court said:

The appellees contend that the smaller charge for the greater dis-
tance is in this case of great importance to the ecity of Charleston,
as well as to the section of country adjacent thereto, as by means
thereof the merchants of that city are enabled to bulld up a trade
that would otherwise be lost to them,

The city of Atlanta might be substituted for the city of
Charleston, and we would have the case existing then in the
Senator’s own State.

But the eourt goes on to say:

That may be true, but is not the same argument applicable to
Summerville and other inter’or cities along the line of the roads
operated by the appellees between Charleston and Memphis? In order
to build up one locality we should not tear down many others.

That, in a nutshell, is the entire case.

Perhaps a clear understanding of the enormous unjust bur-
den which is placed upon the great interior country can be ob-
tained from specific figures and from a mere statement of gen-
eral principles, so I wish to ecall attention to certain specifie
rates upon a few of the principal commodities.

Mr. WATSON. May I interrupt the Senator?

Mr. POINDEXTER. I yield to the Senator from Indiana.

Mr. WATSON. Does the Senator intend to press the long-
und-short-haul provision to a vote to-day?

Mr. POINDEXTER. That depends upon eircomstances. I
have not considered the question. I assumed that it would
take its natural course and come up when the debate is
finished.

Mr. WATSON. When the Senator from Minnesota [Mr.
Kerroca] left yesterday he requested me to say——

Mr. POINDEXTER. I have no desire to deprive any Sen-
ator of the opportunity of debating the matter, but I prefer
to take that question up at the conclusion of my remarks.

Mr. WATSON. Very well.

Mr. SIMMONS. I should be very glad if the Senator would
now indicate whether he will ask for a vote upon his amend-
ment to-day. The Senator from Indiana [Mr. Warsox] has
just referred to the absence of the Senator from Minnesota
[Mr. Kerrocal, who is deeply interested in the amendment.
The Senator from Washington must realize that this is one
of the most important provisions in the bill. The amendment
would make a very radical change in the present law.
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A great many Senators on this side of the Chamber, to my
knowledge, are very deeply interested in the amendment, both
pro and con. Some of those who are deeply interested against
the amendment did not expect action upon it to-day and are
not present. I wish the Senator from Washington would indi-
cate whether it is his purpose when he finishes his argnment
to ask for a vote,

Mr. POINDEXTER. I will take that up with the Senator
at the conclusion of my remarks. I should like to have the
matter discussed and disposed of.

Mr. SIMMONS. To my knowledge there is a desire to dis-
cuss it by a number of Senators who are not now here. We
would be treating them with some degree of discourtesy if we
should attempt to force the amendment to a vote this after-
noon.

Alr, POINDEXTER.
it to a vote.

Mr, SIMMONS. I know the Senator has not, but I just want
an expression from him that he will not.

Mr, KING. DMr. President, I——

The PRESIDING OFFICER. The Senator from Washington
has the floor.

Mr., POINDEXTER. I should prefer while presenting the
matter, which the Senator from North Carolina says is one
of the most important parts of the bill—and I agree with him
in that respect—not to interfere with the consideration of it
by the Senate by an agreement that we are not going to act
on it at a particular time.

Mr. SIMMONS. I do not want any agreement not to act on
it as soon as we possibly can do so. I only indicated that I
would like an expression that we are not to act upon it to-day.

Mr. POINDEXTER. I think we ought to proceed with it in
the ordinary course. I do not want to do any injustice to any
Senator by unduly pressing it. It is very likely that there will
be considerable debate on it by Senators. I am satisfied there
will be, and I should be glad to confer with the Senator a little
bit later about the matter of an agreement postponing the vote
upoun it.

pl(\]Ir. KING. I should like to say to the Senator from North
Carolina [Mr. Soumons] that yesterday the Senator from
Washington [Mr. PorxpeExTER] offered the amendment and was
prepared to discuss it and ask for a vote then. At my request,
as I recall, action was deferred until to«day. The motion to
amend made by the Senator is in the Recorp, and the Senator
made a brief statement which appears in the Recorp, a brief
statement indicating his position and indicating, of course, that
he would ask for a vote upon the amendment at an early op-
portunity.

I merely say that to indicate that there has been no purpose
upon the part of the Senator from Washington to take snap
judgment upon anybody.

Mr. SIMMONS. I am not intimating in any way that there
has been——

Mr. POINDEXTER.
further at this point,

Mr, SIMMONS. Will the Senator let me make one observa-
tion in reply to the Senator from Utah?

The PRESIDING OFFICER. Does the Senator from Wash-
ington yield to the Senator from North Carolina?

Mr. POINDEXTER. If the Senator will make it brief—

Mr. SIMMONS. No; I will not make it if the Senator ob-
Jects.

Mr. POINDEXTER. I prefer to take up the matter at some
other time than in the midst of my effort to present my argu-
ment on the amendment,

1 was proceeding to point out some specific abuses, specific
rates, and the communities which suffer from them under the
existing law, which would be removed by adoption of the
amendment.

Quoting from the report of the Interstate Commerce Com-
mittee of the Senate in the last Congress, I read:

This resulted in some lnxtanees in the lnberr!.glr:mgglnt be!ng charged
a rate double that which was in
practically all cases, before recent modiﬂcauons were aeeure& n Ve
much larger rate than was charged to the terminal polnt, altho
the interior point was a much shorter distance from the point of
origin and the service rendered by the carrier correspondingly less,

Mr., SMOOT, Mr. President——
Mr. POINDEXTER. Just one moment and I will yield.

Gioods such =23 structural steel, dry goods, canned goods, wire fencing,
pails, iron pi?e and practica.u{h commodities manufactured in the
East or Middle West, passins rou.,h the railroad yards in Spolmna
Bolse, Denver, Reno, ete., carload lots, and earri o 800
miles farther, over rivers nnd mountain ranges, to the ocean termlnal
were charged a lower freight rate, 50 or 7% or a greater per cent
less, than if the same ds, in the same car, were unloa in the
same freight yard at the interlor point through which they passed
en route fo the terminal. A carload of coffee from New Orleans to

I have not said anything about forcing

Mr. President, I decline to yield any

Portland by way of Smlmm:hm consigned en route so as to be deliv-
ered in Spokane instead of g haunled 350 miles farther to Port-
land, bore a higher rate of tmiiht than if carried on and delivered in
Portland. Prtor to December 81, 1916—
It is to prevent a return to these conditions that the amend-
ment is sought—
the rate om a carlond of structural steel, minimum weight 60,000
lmds, from Pittsburgh, Pa., to Portland, Oreg., or Seattle, Wash,,
8 390 at G5 cents s[;ir hundred. In being transported from Pitts-
burg‘ll to Portland o ttle this car hmuﬂ Spokane. If the
car were mnsig;ned from Pittsburgh to Bpokane the rate was
358.: at 973 cents a hundred, although the transportation company
was saved the ex c%ﬂse of lmullng this 60,000-pound car 350 miles
fatther to the Pa coast terminal, crosslng. in the case of comsign-
ment to Seattle or Tacoma, the reat de Range of mountains.
A carload of canned goods, 36 000 pounds minimum weight, from New
York to the Pacific mast terminal bore a rate of $270; for the shorter
distance to Spokane it bore a rate of $396. A carload “of paint, 40,000
pounds minimum weight, from New York to Seattle or Portland, bore
a rate of $300; to Spokane of §440; qt twi.ne. 4 000 pounds minimum
weight, from New York to the Pacifl t kane, $440;
of wire fencing, 50,000 nds mlntmum weig t, trom PPO tsburgh, Pe.,
to the coast, $375: to okane, $500; of butts and hinges from tae
same point, 50 000 pounds minimum weight, to the coast, $375; to
g&o A carload of dry goods or cotton cloth from New York,
000 pounds minimum weight, at 90 cents a hundred to the Pacific
a rate of $324; to Spokane a rate of $1.25 a
hundred, a.monnting to ﬁao A carload of mnails, 80,000 pounds mini-
mum weight, from Pitts h, Pa., at 65 cents a hun had a rate
to Portland and Seattle of
per car,

520 to Spokane at $§1 a hnndretl. or $800

I yield now to the Senator from Utah.

Mr. SMOOT. Did I understand the Senator to say that he
was reading from a report of the Interstate Commerce Com-
mission?

Mr. POINDEXTER. Of the Interstate Commerce Committee
of the Senate, made at the last Congress.

SMOOT. I notice it stated that the rate was abount
double in some cases. I want to call the Senator’s attention to
a case that came under my personal observation, The last time
I went to San Francisco to buy wool for the Provo Woolen Mills
I purchased four carloads of wool. I went up to the Southern
Pacific Railroad and asked, What is the rate on wool to-day?
They sald, * 75 cents a hundred.” I said, “I have four carloads
that I desire to ship.” “ Where do you want to ship it, to Bos-
ton or Philadelphia?™ I =aid, “No; I want to ship it to Provo,
Utah.” * Oh, well, then the rate is $2.25 a hundred ”; in other
words, one-quarter of the distance and three times the amount.
That is the condition under which we have been living in the
intermountain country for a great many years. There is an
overall factory at Salt Lake City, and whenever a carload of
denim is shipped from New York to Salt Lake City $400 a car
more must be paid than if it were shipped through Salt Lake
City to San Francisco. Mr. President, I could stand here all
day long and cite similar cases.

I thought we had this matter settled years ago when the
Senator from Towa [Mr. Comymins] and some others of us made
a fight for this very thing, but when the bill went into confer-
ence the whole provision was changed. The langnage was so
rewritten that it amounted to nothing. So I hope, with all my
heart, that the Senate of the United States will adopt the amend-
ment which has been offered by the Senafor from Washington
and that when it goes to conference nmothing will eliminate it
from the bill. \

There is nothing in connection with railroad transportation
that is more detrimental to different sections of the country than
the practice of such discriminations as have just been polnted
out by the Senator from Washington.

Mr, POINDEXTER. Mr. President, I am obliged to the Sena—
tor from Utah [Mr. Saroor] for the clear Btatement which he has
made. It brings out the fact that this is such an obvious in-
justice that there can not be any combination of circumstances
which would justify it. It is contrary to the fundamental
principles of Government ; and I have thought—I have not under-
taken to work out the legal proposition and I do not know that
any success could be achieved by so doing—but I have thought
that it was contrary to the Constitution of the United States,
which guarantees to every citizen equal protection under the law,
to charge him or his community more for a less service on tha
part of a publie-service corporation under the regulation of the
Government than is charged to his fellow citizens for a greater
service; to charge more for hauling goods a short distance than
is charged to his competitor for hauling them a long distance. |

It is very true, as the Senator from Utah has stated, that it
was expected at the time of the amendment of the interstate
commerce act in 1910 that this abuse would be abolished, but
that by reason of modifications in conference those hopes wera
disappointed and the old abuse remained. The same thing is
true, Mr. President, as to the expectation aroused on the occa-
sion of the passage of the original act of 1887. There are in<
corporated in the report of the committee, which I have in~j
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serted as a part of my remarks, extracts from the debates, in-
cluding the statement of Senator Cullom, of Illinois, at the time
of the passage of the interstate commerce act in 1887 chair-
man of the Committee on Interstate Commerce, who was one
of the conservative members and rather inclined to take the
railroad viewpoint of those matters, believing it to be for the

- best interests of the country, that it was intended to remove
this discrimination; but he said that there might be some
exceptional eases in which, for a particular reason, such a gen-
eral rule would work injustice. So they put in the exception;
but the exception ate up the law. The result was that the
abuse became universal, and there is not a point upon a river
or upon the seacoast which receives goods by the long haul, at
the terminus of the line, that has not set up a claim to a
beneficial and a discriminatory rate under this exception which
wias vested in the discretion of the Interstate Commerce Com-
mission; and there is not an inferior point in the great area
outside of the official classification territory that has not suf-
fered the consequences of it.

Senators from: New England are opposing this amendment,
and yet if this rule, from which the South and the West are
suffering, were applied in New England it would be impossible
to maintain throughout the New England States, upon every
watercourse where originally water power was used but now
principally steam power, the factories which have made that
region the greatest manufacturing center of the Union.

New England is not suffering from this abuse. A Senator from
New England asked a moment ago if this would not establish a
mileage basisg of freight rates, indicating a misconception which
has been in many instances propagated throughout the country
for the purpose of maintaining the advantages which certain
cities are enjoying under the present rule. All of the great
manufacturing territory east of the Mississippi and north of the
Potomac River has been built up by a removal of these discrimi-
nations. It would be impossible for Moline, I1l., or Rockford, IlL.,
to maintain the great factories, to employ the thousands and tens
of thousands of people in those cities and similar cities in that
section if the city of Chicago enjoyed a greatly lower rate, or
even if it enjoyed a slightly lower rate, upon raw materials than
is enjoyed by Rockford, Moline, and other smaller towns where
such factories are located. It is only by reason of equitable
rates, it is only by reason of establishing the principle of uni-
formity, that manufacturing has been distributed throughout

, that section of the country, that employment has been given to

- all of those communities, and, as a result, the metropolis itself
has grown greatly by reason of the development of the surround-
ing tributary country.

As further illustrating the abuse, I wish to call attention
also, in addition to what I have just read, to the fact that the
areat State of Idaho, which is a wool-producing State, is unable
to develop a wool market or a wool-compressing industry, or
even to ship its product at a favorable rate to the wool markets
of the East because of the discriminatory freight rate, because
of freight rates which give Portland, Oreg., 500 miles farther
west, a very much lower rate upon wool to the great wool
market of Boston. Wool is shipped from the sheep ranges of
Idaho to the Pacific coast and there baled and reshipped back
through the very territory where it originated to the consuming
market in the East. That is a waste of transportation; it is
an injustice to the people of the interior sections of the country
to take wealth out of those sections, concentrate it in another
section of the country by reason of an artificial advantage
which they derive from governmental regulation, when it ought
to be the purposé of the Government to avoid such abuses and
to secure just and equitable treatment.

AMr. SMOOT. I wish to call the attention of the Senator to
the fact that if a citizen of Utah desires to purchase the pelts
of sheep or the hides of cattle, the only way he can do so success-
fully is to move to Los Angeles, Calif. A man dealing in hides
and pelts living in Los Angeles can come into Utah, buy the
hides and pelts, ship them from Utah to Los Angeles, and then
reship them from Los Angeles to the East, and make a profit
on the transaction. A merchant is not supposed to go into the
business of purchasing pelts and hides in the State of Utah or
to be on an equal footing with the same kind of a merchant in
Los Angeles, Calif. The railroads say otherwise; they want
ilie business to go to Los Angeles and therefore they arrange,
through the freight rates imposed, that it shall go there, and
they malke it profitable for it to go there.

Mr. POINDEXTER. Mr. President, to cite some of these
rates, Portland, Oreg., is 500 miles farther from Boston than
Baoise, Idaho. And yet the rate on baled wool from Portland
to Boston, unless it has been recently changed, is £1.25 a hundred

_pounds, and from Boise to Boston it is $2.14 a hundred pounds.
The rate on wool in sacks from Boise to Portland is 963 cents;

s0 that wool can be shipped from Boeise to Portland, 500 miles
west, and reshipped from Portland to Boston for $2.214 for the
entire transportation, whereas the direct shipment from Boise to
Boston, 1,000 miles less, is $2.14. It is perfectly manifest that no
wool-baling industry can be developed at Boise, although ii is in
the center of the wool-producing section of the country.

That was a case presented at the time the report to which I
have referred was made, and I am not sure whether the condi-
tions exist at the present time, because there has been some
effort on the part of the Railroad Administration to remedy
the most flagrant of these abuses. The entire section of the
country which I have in mind has struggled, to my knowledge,
for 25 years to throw off this blight of discriminatory railroad
rates, and struggled unsuccessfully, until the Railroad Adminis-
tration in certain sections—not everywhere—taking advantage
of the fact that on account of the war, what little transportation
had existed through the Panama Canal had been cut off and
there could not be raised the excuse of water competition, be-
cause there was mnot a single ship plying between the two
coasts through the Panama Canal, removed this abuse. The
purpose of the amendment is to establish in the law the principle
of uniformity so that communities in this country, including
many great States and various great sections, will not have
staring them in the face the prospect of a reestablishment of
these discriminations. -

It is obvious that if a man who is considering the establish-
ment of an industry or the enlargement of a business in which
he Is engaged does not know that he will continue to receive
equitable treatment with regard to freight rates it is impossible
for him to secure the capital to carry on his business or fo
make a success of ift, and it is only when uniformity is fixed
in the law that his business will be put upon a permanent and
successful basis.

Mr. KNOX. I should like to ask, for my information,
whether this condition of which the Senator speaks—the much
higher rate from, say, Idaho to the East than from the coast
to the East—is a condition that has existed only during the
Government administration of the railroads or whether It
antedated that time?

Mr. POINDEXTER. It antedated that time. It has existed
ever since railroads were built into that country, or very shortly
after that time.

Mr. KNOX. Do not the Interstate Commerce Commission
have the power to regulate that?

Mr. POINDEXTER. Yes.

Mr. KNOX. They have not done it?

Mr. POINDEXTER. They not only have not done it but they
have perpetuated the abuse, and have taken positions in the
past—from some of which they have gradually receded—which
made the injury which resulted from the discrimination far
beyond anything that could have been conceived as probable.
It has not only injured immediately the communities that
suffered from the high freight rates but it has had the effect
of preventing the development of coastwise shipping and of
river shipping.

We have spent in the neighborhood of a billion dollars in the
improvement of waterways in this country, and yet, as a result
of this one proposition of permitting railroads to meet water
competition or under the principle which was adopted by the
Interstate Commerce Commission of meeting imaginary water
competition, called potential water competition, no boats are
plying upon the waterways which have been constructed at such
great expense, It has had the effect of retarding the develop-
ment of great sections of the country and of congesting business
in certain populous centers, with consequent increased expense
to the people and increased cost of production. It has had the
effect of putting a blight upon waterway transportation, of which,
now that business has inereased and the volume of transporta-
tion is greater than the railroads ecan care for, the country is
very much in need.

I may say in further answer to the Senator from Pennsyl-
vania, repeating to some extent what I had already said, as
shown by the debate in the Senate when the interstate-commerce
act of 1887 was being discussed, that it was thought at that time
that the fourth section of the interstate-commerce act removed
this abuse; but that has been an absolute disappointment and
illusion, because they put into the fourth section, which laid
down the identical rule which I am seeking to have established
as the law, an exception allowing ihe Interstate Commerce
Commission in special cases to grant exceptions to the fourth- -
section rule, with the result that the exceptions have become
the rule, and there are no cases in which aither water competi-
tion or railread competition exists in which the rule is not en-
tirely nugatory.
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Mr. HENDERSON. May I call the Senator’s attention to the
fact that the same conditions referred to as existing in Idaho
ulso exist in Nevada, Utah, and other Western States? That
practice is pretty general and uniform throughout the West.

Mr. POINDEXTER. Yes; and it exists also throughout the
South.

Mr. HENDERSON. Throughout the South,

Mr. POINDEXTER. The only section of the country that
does not suffer from it—and to that it owes its prosperity, in
large part—is the North and the East, what is called official
classification territory.

To illustrate the way in which this rule is applied to one sec-
tion and not to another section, I have just stated the dis-
crimination in rates, eastbound, as between Portland, Oreg.,
and Boise, Idaho. Now, anyone would think that if that prin-
ciple is to be applied on the ground of water competition, the
~snme discrimination would exist in those shipments as between
Pittsburgh and New York, for instance, or Pittsburgh and
Boston. In shipments from the West passing through Pitts-
bhurgh, say, on the Pennsylvania Railroad and going to New
York, you would think New York would get a low rate and
Pittsburgh a high rate, because New York has the benefit of
wiater competition and Pittsburgh has not; but no such rule is
applied in the East.

Pittsburgh gets at least as low a rate, and perhaps a lower
rate, than New York does; but when you reverse the considera-
tion, as to the great volume of manufactured goods which goes
to supply the population of the Mountain States and those of
the Pacific coast, you will find that all of the intermediate
points pay a much higher rate than the terminal points. If we
are going to have that sort of a principle it ought to be applied
universally. One section of the country ought not to be re-
lieved of it and other sections of the country suffer from it.

Senators upon the floor here from the South oppose this
amendment; and yet I think you will find that in every case
where a Senator is opposing it he has a city in his State, per-
haps the largest city in the State, that has the good end of this
proposition, that is enjoying the low rates and using its influ-
ence to prevent the removal of this benefit.

The railroads have succeeded by this system in driving off
the boat lines and removing that great competitor. It is per-
fectly natural that they should desire a system by which they
can suppress the rival transportation system. We spent $350,-
000,000 in digging the Panama Canal. One of the principal
purposes of the expenditure of that money was to secure cheap
transportation between the Pacific and the Atlantic; and yet,
as is pointed out in detail in the report of the Senate Commit-
tee on Interstate Commerce in the last Congress upon this same
bill, boat transportation through the Panama Canal has not
been developed, but has been suppressed and rendered impos-
sible because of the system of meeting water competition by
putting railroad rates down to a point where the boat lines
could not compete,

When the railroads do this they have to make up the differ-
ence somewhere. If the railroads, in order to drive off ship
lines, are allowed to put their rates down to a point which they
claim, at least, and which the Interstate Commerce Cominis-
sion recognizes as being so low that it would not pay interest
on their bonds or dividends upon their stock, they could not
operate the railroads under that system.

They have to get the money from some source, and so they
get it by raising the rates at the interior points, and so far as
net profits are concerned, if we accept the statement of the
railroads that these low rates to the coast are merely sufficient
to make a little profit on the out-of-pocket cost—that is, on
the cost of the transaction itself—and not to earn interest
upon bonds or dividends upon stock, the entire net earn-
ings of the railroads come from the interior of the country,
which, as I said a moment ago, could never exist and prosper
even to the extent that it has prospered under such a system
if it had not been for the enormous variety and extent of its
natural resources, the great herds of cattle, the great volume of
agricultural products, the enormous values of lumber and of
minerals, the indigenous treasures of its soil and eclimate,
from which it has received a share, notwithstanding the undue
portion which was extracted from it in diseriminatory rates
and all the consequent injury that comes from that abuse.
Not merely $11,000,000 a year in excess rates which the inter-
mountain States pay measures the extent of the injury which
they suffer from this discrimination. In addition to that there
is the retardation of their development, the destruction of the
prosperity of their business, the impossibility of the establish-
ment of business in competition with a community which has
a more favorable rate under the sanction and authority of the
Government.

I speak with perfect freedom about this matter because I
am not situated as some Senators are whose constituency is
entirely in an interior State and is suffering as a whole from
this discrimination. I represent in part a State which ought
to be a great maritime State. It is a maritime State, but its
maritime interests have not been developed as they should have
been nor as they will be in the future if shipping had not been
and is not to be paralyzed by this system of discriminatory
rates which rendered its full development impossible.

I think that approximately two-thirds of the population of the
State of Washington are tributary in their business and indus-
trial dependence upon the terminal cities which look out upon
the sea from which should come the full complement of their
growth, But, aside from the injury to those ecities themselves
of this system, which deprives them of that resource which
should be the chief glory in their development—their maritime
interests—and deadens a full hemisphere in the circle of their
resources. I object to this inequality because of its inherent
injustice, by which under governmental protection, by govern-
mental fiat, there is favoritism shown one community as against
another in the operation of a public service to whose support all
contribute alike.

One peculiar feature of this matter is suggested by the re-
flection that the appropriations which we have made from year
to year in the river and harbor bill, earrying from $35,000,000
to $40,000,000—and which I have favored as a general principle
because I have believed in water transportation in its necessity
for the carrying of the heavier forms of freight to supplement
the railroads—have been paid in large part by the interior
sections. And yet while they have been taxed for the purpose of
improving the waterways and developing the harbors the fact
that we have those waterways and the fact that we have those
harbors is used as a reason for imposing excess freight rates
upon them!

In the matter of water competition, Mr. President, which is
urged as the principal ground upon which this discrimination
is allowed to exist, it is quite an interesting circumstance that
in the excess rate which is charged to the intermediate point
upon a westbound shipment, the greater part of the trans-
continental railroad line over which that shipment goes re-
ceives no part of the excess, but the benefit of the excess rate ia
confined to the lines west of the Mississippi River. To illus-
trate that, and to show how much of a hollow pretext, so far
as actual competition is concerned, this theory of water trans-
portation is, I will quote the statement of a withess before the
committee, Percy P. Powell. He says:

The rate on canned goods from New York to Spokane is $1.10 per hun-
dred, and the minimum is 60,000 pounds. The revenue on a car of canned

s from New York to gpokane on that minimum is $660, whereas
the rate to the Pacific coast, which is 85 cents a hundred with the same
minimum, produces a revenue of $510, the rate to Spokane earning $150
more than the rate to the Pacific coast. The earriers earn $150 more by
that commodity at a point 342 miles closer than the Pacific
coast ¥o nt of destination. This revenue is divided as follows : The lines
east of St. Paul on the Pacific coast traflic receive $180.38 and the lines
west of 8t. Paul receive $329.62. On the Spokane traffic the lines east of
St. Paunl reccive $180.38, which is identieally the same amount they
recelve if the car goes through to Seattle or the Pacific coast terminals,
and the lines west of 8t. Paul on that same trafiic recelve $479.62.
Now, whether this car of canned goods is subject to water competition
or not, the eastern lines, or the eastern carriers, deliver that car from
New York to St. Paul at exactly the same rate. * ¢ * The
excess frelght we pay on those goods is paid the western line that
hauls the car from 8t. Paul to Spokane, and Commissioner Prouty, and
in fact all the orders of the commission, have stated absolutely that
water competition does not exist between St. Paul and Spokane,

That raises the question, Mr. President, of whether or not a
railroad line, not from New York to Seattle but from St. Paul
to Seattle, half of the distance, is not able to compete upon a
basis of rates made under the general rule of rate making, that
rates shall be fair and reasonable, with a water line shipping
goods from New York, formerly around Cape Horn—for this
abuse was at its worst excess before the Panama Canal was
opened—or, since the canal was opened, shipping them from New
York through the Panama Canal to the Pacific coast. The
fact of the case is that the railroads can compete with the water
lines at a profitable rate. The water lines would have difliculty
in getting their share of the business even though the railronds
were not subsidized to the extent of the $11,000,000 annual ex-
cess freights levied upon the intermountain country.

When you charge the intermediate point an excess rate in
order to enable the railroad to meet water competition at a
terminal, even supposing that it is necessary in good faith that
it should have a low rate that it is thereby enabled to make at
the terminal, that amounts to a subsidy to the railroad com-
pany to enable it to meet water competition; and it is a sub-
sidy that is not paid by all the people, but collected from those
who instead of being penalized, if there is to be a diserimination
in rates at all, should have the lower rate, as they have the
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shorter haul. But it is for the purpose of putting all upon an
equal basis, and not giving any the advantage, that this amend-
ment is proposed.

APPENDIX,
(Calendar No. G84.)
[Senate Report No, 750, Part I, Sixty-fitth Congress, third session.]
Loxc AXD SHORT HAUL RAILROAD BILL.

“Mr. PoIx from the Committee on Interstate Com-
merce, submitted the following report, to accompany 8. 313:

“ The Committee on Interstate Commerce, to whom was re-
ferred the bill (8. 813) to amend section 4 of the act to regulate
commerce passed February 4, 1887, and subsequent amendments
thereof, have thoroughly considered the same and recommend
that the bill do pass without amendment.

“ From March 13 to March 21, 1918, the committee held exien-
sive hearings on the bill and representatives of the coast terminal
cities, acting through their chambers of commerce and other
commercial bodies; of the interior communities, particularly
those from the so-called intermountain country ; of the ship lines
and others directly interested in the development of intercoastal
water transportation and of transportation by river and canal,
as well as representatives of rail transportation companies, par-
tienlarly the transcontinental lines reaching the Pacific coast,
testified at length. Every phase of the question involved in this
bill was thoroughly covered and the hearings were printed in a
single volume of 733 pages, which is hereby referred to and made

a part of this report.
“The bill as referred to the committee is as follows:

“A bill (8. 813) to amend section 4 of the aet to regulate commerce
passed February 4, 1887, and subsequent amendments thercof.

“ Be it enacted etc., That section 4 of the act of Congress of Feb-
ruary 4, 1887, to reguiate commerce, and as subsequently amended, be,
and the same is hereby, further amended go as to read as follows: * It
ghall be unlawful for any common carrier subject to the provisions of
this act to charge or receive any greater mmgensatlon in the aggre-

te for the transportation of passengers, or of like kind of property,
'or n shorter than for a longer distance over the same line or route
direction, the shorter being included within the longer

char%e any g}e:‘ter compensation as a through route

lgﬁlexnte of the in ediate rates subject to the provisions

of this aet; but this shall not be construed as authorizing any common

earrier wi the terms of this act to charge or receive as great com-
pensation for a ghorter ag for a longer distance.

“ Whenever a carrier b{ rallroad shall, in competition with a water
route or routes, reduce the rates onm the carriage of any species of
freight to or from competitive points, it shall not Increase such rates
;ntlgsshng%- hearing and an or granting permission therefor by the
nters 0

mmerce Commission.
4 “ This act shall take effect 60 days after its approval by the Presi-
ent. 7

“ Section 4 of the act to regulate commerce, approved Feb-
ruary 4, 1887, was as follows:

*“ That it shall be unlawful for any common carrier subject to the
provisions of this act to charge or receive any greater compensation in
the aggregate for the transportation of passengers or of like kind of
proj ¥, under substantially similar circomstances and conditions, for
a_shorter .than for a longer distance over the same line, in the same
direction,  the shorter being Iincluded within the longer distance;
but this shall not be construed as authorizing any common carrier
within the terms of this act to charge and receive as t com
sation for a shorter as for a 1 T tance : Provided, howerer, That

n application to the co: appointed under the provisions of
, in 1 after investigation

is act such common carrier
the commission, be au to charge less for longer than fcé-
; an

% Foper
shorter distances for the transportation of passengers or
the commission may from time to time preseribe the ex?en to

such ed common carrier may be relieved from the operation of
this section of this act.

“On June 18, 1910, this section was amended so as to read
as follows:

“ That it shall be unlawful for any common carrier subject to the
ggox-lslona of this act to charge or recéive any greater compensation in

e aggregate for the transportation of pamum or of like kind of

roperty, for a shorter tbhan for a lmnﬁr d ce over the same

e or route in the same direction, the rter being included within
the longer distance, or to charge any greater compensation as a
through rounte than the aggregate of the intermediate rates subject
to the provisions of this act; but this shall not be construed as author-
Mnf any common carrier within the terms of this act to charge or
recelve as great mtmmﬂon for a shorter as for a longer distance:
Provided, however, t upon application to the Interstate Commerce

n such common carrier may in special cases, after investiga-
tion, be authorized by the commission to charge less for longer than
for shorter distances for the transportation of passengers or property ;
and the commission may from time to time prescribe the extent to
which such designated common carrier may be relieved from the opera-
tion of this section: Provided further, That no rates or charges law-
fully existing at the time of the passage of this amendatory act shall
be regquired to be changed by reason of the provisions of this section
prior to the expiration of six months after the passage of this act,
nor in case where application shall bave been filed before the com-
misslon, in aceordanece with the provisions of this section, until a
determination of such application by the commission.

“ Whenever a carrier by railroad shall in competition with a water
route or routes reduce the rates on the carriage of any species of
freight to or from competitive points, it shall not be permitied to In-
ecrease such rates unless after hearing by the Interstate Commerce

misgion. it shall be found that such proposed Increase reats upon
changed conditions other than the elimination of water competition.

* The substantive part of this section 4 of the act to regulate
commerce has come to be designated in the administration of
the act and in the discussion of questions arising therefrom as
‘the long-and-short-haul clause.

“ It will be noted that the essential change made in section 4,
with which the pending bill is concerned, by the amendment of
June 18, 1910, was the elimination from the section of the words
‘ under substantially similar circumstances and conditions.’

“The amendment of 1910, howerver, retains in the section the
proviso:

“ That upon applieation to the Interstate Commerce Commission such
common carrier may in special cases, after inves tion, be authorized
by the commission to charge less for longer than for shorter distances
for the transportation of passengers or property.

“The pending bill, 8. 313, is intended to further eliminate
from section 4 this last-quoted proviso, thereby removing from
the Interstate Commerce Commission any power or jurisdiction
to grant to the carriers any exemption from the long-and-short-
haul provision or to make any exception thereto. If enacted,
this bill will make the long-and-short-haul clanse absolute, un-
conditional, and mandatory in all cases.

“As the act was originally passed it came to be construed in
the practice of the carriers and also by the rulings of the Inter-
state Commerce Commission in effect not to be applicable in
any case where the °‘ecircumstances and conditions’ were not
‘ substantially similar,” and that the carriers themselves might
be the judges in the first instance, subject, of course, to the revi-
sion of the Interstate Commerce Commission of whether or not
the circumstances and conditions were substantially similar.
Also, in practice and under the rulings of the Interstate Com-
merce Commission, it was held that at any point reached by a
railroad where there was also water transportation, either
actoal or ‘ potential,’ the circumstances and conditions, within
the meaning of this language as used in section 4 of the act,
were not substantially similar to the circumstances and condi-
tions at any interior point reached by a railroad where there
wis not water transportation, either actual or potential.

“Under this practice the railroads were free to charge and
receive greater compensation for the transportation of pas-
sengers and of like kind of property (meaning property trans-
ported a greater distance over the same lines, ete., of like kind
as that transported the shorter distance) for a shorter than for
a longer distance over the same line, in the same direction, the
shorter being included within the longer distance in every case
where the destination of the shorter haul was in the interior
and not npon a naviguble canal or river. The same ruling and
practice was adopted as to ‘rail competitive points’; that is,
the carriers were permitted to charge less for the transportation
of freight or passengers to a point where there was competition
by other railroads than they charged for the transportation of
passengers or the same kind of freight to intermediate points
on the line. The result of all this was that the fourth section
of the act to regulate commerce hecame substantially and to all
intents and purposes in the actual transportation of the country
null and veid and of no effect whatever, except in the very
limited field not affected by rail or water competition in the
comparison between the longer and the shorter haul.

“The enactment of section 4 was the result of a recognized
and long-standing evil. It was regarded as one of the most
important features of the act. It was intended primarily to
secure what the Supreme Court of the United States has de-
clared (Texas & Pacific Ry. Co. v. Abilene Cotton 0il Co., 204
U. 8, 426, 489, and other cases) to be the great end and object
of governmental regulation of interstate commerce, viz, uni-
formity of rates and service. The court said:

“That the act tgeggfmnte commerce was intended to afford an effec-
tive means for red ng the wrongs resulting from unjust discrimina-
tion and undue preference is undoubted. Indeed, it is not open to con-
troversy that to provide for these subjects was among the prinicpal

urposes of the act. (Interstate Commerce Commission v. Cincinnati,

ew Orleans & Texas cifi¢ Ry. Co., 167 U. 8., 479, 494.) And it is
apparent that the means by which these great purposes were to be ac-
complished was the placing upon all carriers the g:altlre duty to estab-
lish schedules of reasonable rates which should have a uniform appli-
cation to all,

“The object was to secure to the entire country the benefits of
this public service of transportation upon equal terms and con-
ditions and without diserimination between communities. An-
other object of the enactment of the fourth section was to pro-
tect those engaged in the business of transportation upon our
rivers and canals and in our intercoastal water-borne commerce
from unfair and destructive competition of the railroads, and
the consequent rail monopoly of substantially all the transpor-
tation of the country.

“ Under the construction of the act referred to above and the
practice which grew up thereunder both of these objects were
completely defeated. Lower rates, both passenger and freight,
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were made by the railroads to so-called ®water competitive’
and ‘ rail competitive ' points than to intermediate points on the
same line. This principle was carried to extravagant lengths.

* Transportation from such interior points as Pittsburgh, Cin-
cinnati, Chicago, and St. Paul to Pacific coast terminals, such as
San Francisco, Portland, and Seattle, in which there was no
water competition whatever, nor, so far as practical operation
was concerned, any even ‘potential’ water competition, was
treated as subject to water competition; and for that reason it
was held that transportation from the points named to the Pa-
cific coast terminals was not ‘ under substantinlly similar circum-
stances and conditions ' as transportation of the identical kind
of freight or passengers from the same points, over the same line,
in the same direction, to intermediate points in, for instance,
what in the discussion of this question has come to be designated
as the ‘intermountain country,” such points as Spokane, Salt
Lake, Denver, Reno, and hundreds of other communities in these
great interior States. The same rule was applied on transpor-
tation from New York and all Atlantic coast points. In many in-
stances the comparative rate to the several western points men-
tioned was based on the theory that the goods were transported
to the terminal on the Pacific coast and back again to the interior
point, and a rate was made to the interior point equal to the rate
from the point of origin in the East to the Pacific coast terminal
and the local rate from the terminal back over the same line to
the intermediate point.

“This resulted in some instances in the interior point being
charged a rate double that which was charged the terminal
point, and in practically all cases, before recent modifications
were secured, a very much larger rate than was charged to
the terminal point, although the interior point was a much
shorter distance from the point of origin and the service ren-
dered by the carrier correspondingly less. Goods such as strue-
tural steel, dry goods, canned goods, wire fencing, nails, iron
pipe, and practically all commodities manufactured in the East
or Middle West, passing through the railroad yards in Spokane,
Boise, Denver, Reno, ete., in carload lots and carried from 300
to §00 miles farther over rivers and mountain ranges to the
ocean terminal, were charged a lower freight rate, 50 or 75 or a
greater per cent less, than if the same goods, in the same car,
were unloaded in the same freight yard at the interior point
through which they passed en route to the terminal. A car-
load of coffee from New Orleans to Portland by way of Spokane
reconsigned en route so as to be delivered in Spokane, instead
of being hauled 350 miles farther to Portland, bore a higher
rate of freight than if earried on and delivered in Portland.
Prior to December 31, 1916, the rate on a carload of structural
steel, minimum weight 60,000 pounds, from Pittsburgh, Pa., to
Portland, Oreg., or Seattle, Wash.,, was $390 at 65 cents per
hundred. In being transported from Pittsburgh to Portland or
Seattle this car passed through Spokane.

*If the same car were consigned from Pittsburgh to Spokane
the rate was $585 at 971 cents a hundred, although the transpor-
tation company was saved the expense of hauling this 60,000-
pound ear 350 miles farther to the Pacific coast ferminal, cross-
ing, in the case of consignment to Seattle or Tacoma, the great
Cascade Range of mountains. A carload of canned goods,
36,000 pounds minimum weight, from New York to the Pacific
coast terminal bore a rate of $270; for the shorter distance to
Spokane it bore a rate of $396. A carload of paint, 40,000
pounds minimum weight, from New York to Seattle or Portland
bore a rate of $300; to Spokane of $440 ; of twine, 40,000 pounds
minimum weight, from New York to the Pacific coast $300; to
Spokane, $440; of wire fencing, 50,000 pounds minimum weight,
from Pittsburgh, Pa. to the coast $375; to Spokane, $500: of
butts and hinges from the same point, 50,000 pounds minimum
weight, to the coast $375; to Spokane, $500. A ecarload of dry
goods or cotton cloth from New York, 36,000 pounds minimm
weight, at 90 cents a hundred to the Pacific coast (erminal, hore
a rate of $324; to Spokane a rate of $1.25 a hundred, ainounting
to $450. A carload of nails, 80,000 pounds minimum weight,
from Pittsburgh, Pa., at 65 cents a hundred, had a rate to I'ort-
land and Seattle of $520, to Spokane at §1 a hundred, or $800
per car.

“The same diserimination, varying somewhat in amount and
degree, existed on practically every important article of trans-
portation and consumption. These instances are cited merely
as illustrating the general situation which existed throughout
the great region referred to. It may be well, however, by way of
emphasizing the fact and the extent of this inequality of burdens
for the service of the great public utility of railroad transporta-
tion between different communities, all entitled under the gen-
eral theory of our Government to equal rights and uniform con-
sideration under the law, to cite the rates on wool from the
great wool-producing intermountain country to the principal

wool markets, such as Boston. Portland, Oreg., is 500 miles
farther from Boston than Boise, Idaho, and yet the rate on
baled wool from Portland to Boston is $1.25 per 100 pounds;
from Boise to Boston $2.14. The rate on wool in sacks from
Boise to Portland is 96} cents; so that wool can be shipped from
Boise to Portland, 500 wiles west, and reshipped from Portland
to Boston for $2.213 for the entire transportation; whereas the
direct shipment from Boise to Boston, 1,000 miles less, is §2.14.
It is perfectly manifest that no wool-baling industry can be
developed at Boise, although in the center of the wool-producing
country, under these circumstances. (Hearings, p. 248.) We
will not burden this report at this point with further details of
rates, but refer to illuminating tables of rates, showing the uni-
versal character and extent of the diserimination referred to,
printed in the hearings mentioned above.

“ 1t is manifest that the great interior country, suffering from
these diseriminations, can not be developed to its full capacity
under such a system. A very slight discrimination in trans-
portation rates is enough to destro; or suppress a business or an
industry. These discriminations and unequal burdens are over-
whelming, and if continued will keep the people of the interior
in a perpetual state of economic and industrial bondage. It is
not a question which concerns jobbers and transportation com-
panies alone, but affects every consumer, which means every
individual in the community The people of the small communi-
ties and the interior sections necessarily import the greater part
of the necessities, ufilities, and comforts of daily life. A.very
essential part of the cost of living, which affects the conditions
in every home, is the cost of transportation. If the people in one
community are to live and labor under an extra burden of
this cost, which is as much a tax as the revenues paid to the
Government, as compared with their fellow citizens in another
community for the same service, it is manifest that they will be
kept as to their conditions of life in a position of inferiority.
They are denied an equal opportunity in life. Furthermore they
are deprived of that * equal protection of the laws"™ which is
one of the fundamental principles of our institutions. The
cardinal principle of just taxation is thet the tax shall be uni-
form. It is as essential that rates paid for a public utility, such
as railroad transportation, operating under a Government fran-
chise, exercising by governmental permit a function of govern-
ment, and subject to the jurisdiction of the Federal control over
interstate commerce, should be uniform as any tax paid directly
into the Public Treasury itself. Citizens denied this protection
and equality of status under the law can not develop themselves
into the full stature of citizenship. The unequal treatment re-
ferred to above has been borne with patience by the people
against whom the discrimination has been directed, although
they have struggled constantly for relief. They have been sus-
tained in the struggle by the constant expectation of an early
remedy, either through the enactment of law or the regulation
of the Interstate Commerece Commission.

“In this they have been disappointed, notwithstanding the
various efforts of Congress to relieve the situation by the en-
actments referred to above. It can not be expected, however,
that these communities, representing in the aggregate by far
the greater part of the country, will indefinitely tolerate such
diseriminations. By their industry and by the natural wealth
and resources of the land they possess and which they have
reclaimed, notwithstanding the handicaps under which they
have labored, they have increased in power and influence and
are rapidly arriving at the point where it will not be necessary
for them to petition longer, but where they will be able to de-
mand their rights. As stated in the hearings by Hon. A. L.
Freehafer, member of the Public Utilities Commission of Idaho:

“The plea that we wish to make to tyou to-day is that we shall
simply be granted justice. As I said before, we are happy. We are
fairly prosperous In our interior country; but so was the negro slave
under l]-;Is master in the Bouth; but this country was not, indeed, a
country of freedom until that slavery was abolished; and while we,
of the interior of the West, are compelled to pay tribute to the Pacifie
coast, this country is not a land of equal opportunities. We ask, gen-
tlemen, that you enact this bill into law in the llfht of that sacred
rinciple of American democracy—equal rights to all and specinl privi-
eges to none.”

“As indicating in a practical way the effect of these dis-
criminatory rates, Mr. Freehafer, among many other illustra-
tions, stated this (hearings, p. 239) :

“ Suppose we were putting In a water system in the city of Boise,
now a city of about 25,000 people, We figure that it would cost us
nearly $50,000 more for freight on ounr piping for that water system
than it would cost the city of Portland, located 500 miles farther
west. That $50,000 must be reflected in our rates that we pay for
water, and it is a perpetual tax upon the citizens of that eity, and
we are handicapped to that extent from developing our country. As
mentioned here yesterday, by Mr, Campbell, a little iron hridge over
Priest River in northern Idaho cost $1,500 more for the freight than
the same bridge would bave cost if it had been over on the coast
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gomewhere: and the farmer's wagon and his wife's range and all
of those things are subject to that bandicap over tbe coast, so that
we ean npot develop. We ean not build up r those e¢ircumstances,

“ Not only the so-called intermountain country of the West
is Iaboring under this unjust burden, but the South and the
Southwest is likewise in varying degrees, according to local-
ity, thwarted in its aspirations and from growth
and from the enjoyment of its legitimate opportunities by a
similar diserimination under the 1 rt-haul system
of imposing upon the vast interior ecouniry higher rates tham
those charged at the terminal points. Te some extent, but to
a much less extent, the same econditien exists in the North
and Northeast. In the latter section industry is more widely
distributed, the country is more generally developed, and it
would not tolerate the discrimimation from which the South
and West suffer. As stated by Mr. Freehafer (hearings, p.

239) :
to us strau‘nge why the railroads did not
insist upon this Po]iqr on_easibound ¢ to the intermediate points.
d Cincinnati or Columbus, Ohloi
than the through rates to New York’
Why don't they say when we are ::tigping wool, for instance, that
charge

fWe will you §1.50 to Pittsh . but we will it through
to New York or Boston for $1'? You can imagine kind of a
howl would out m those intermediate points. Th

would not stand for it a minute; but because we are mdwe:{
we have been standing it these many years and - continue te

stand it under the present and condi
“As indieating the vast extent of ecountry suffering from these
diseriminations, reference is made to a comparative table of
rates submiited by the Northern Pacific Railroad Co. and
printed on pages 114 to 118 of the testimony. As stated by Mr.
g.m B. Campbell, a thoroughly well-informed witness, at the
ring:

“ You will notice that this gives the rate to the coast, the maximum

rate to the imtermediate point, the rate to Spokane, Butte, and ether
jnterior cities, and also shows how far back east the railroads practice
the charging of more than to the coast cities. Take, for instance, the
first item c&;peﬁna'ﬂeutetnth&bemﬁrﬂm 1.25, the Spokane
rate from New York was $1.56, and a higher rate was cha to o
Mipn., from New York than was c to the Pacific coast, though
the distance to Fridley was twelve and some odd miles shorter
than from New Yerk to Portland.

“ Tt is a curious outcome of this rate discrimination against
the intermediate points and the great interior country that the
very faet that they are required to pay a higher rate for nearly
every article of use and eonsumption inevitably automatically
keeps them in such a position that they are compelled to con-
tinue to import those commodities, thereby not only being com-
pelléd to pay an extra rate for their transportation but losing
the employment and consequent aceumulation of wealth and
improvement of conditions of life which would come from the
production or manufacture of these articles in their own com-
munities. In other words, they pay high rates because they do
not manufacture the eommodities, and they can not manufac-
ture the commodities because they pay high rates on every arti-
cle necessary for such manufacture. The consequence is indus-
trinl stagnation and paralysis of the great interior of the land.

“The corollary of this is the unnatural cencenfration and
congestion of population and industry at the peints having the
lower rates. Last winter when the country was confronted
by a great crisis and the very existence of the Nation de-
pended upon transportation there was a blockade of the main
arteries of commerce because there was a congestion of trafiic
and an accumulation of ears, lecomotives, and ships at the
great terminal points, which the Railroad Administrator re-
cently likened to a ‘log jam’ or an ‘iece jam' im a river.
This omimeus and dangerous sitnation was due to that system
of rate making whieh, by giving lower rates to certain points
than are given to others, tended toward the centralization of
industry and population. The wholesome citizenship of the
Nation is to be found more largely, perhaps, in the villages
and eountry communities, and it is here, in the midst of their
farms and small towns, that they should be enabled to develop
their eivilization and accumulate its comforts. Here in many
instances is to be found the raw material which enters into
manufaeture. Here is greater spaee of soil and air and more
opportunity for diversified movement and occupation than in
the ecrowded quarters of the great cities, and yet, because of
diseriminatory transportation rates, people seeking employment
must add still further to the congestion and social problems of
the great cities, because industry has been centered there
through this very discrimination. The relief of this situation
in the future development of our population is the removal of
the discrimination and the giving of equal opportunities, so far
as rates are concerned, to the great interior.

BCTPRESSION OF WATER TRANSPORTATION.

“The country has expended approximately a billion dollars
in the Improvement of rivers and harbors and the eonstruction

of canals. This has been raised by taxatiom of the Federal
Government and States, and, to some extent, by voluntary con-
tributions. 'The greater part of it has been paid by people who
do not reside upon the harbers or waterways. And yet, al-
theugh they have been taxed for these facilities, the waterways,
when secured, have been used as the excuse for imposing dis-
criminatory additional railroad rates upon the very people who
largely paid for the improvements. In many cases the water-
ways have served for no other purpose than as such an excuse;
that is, there is little or no water transportation upon them.
The reason of this is that the railroads by their system of rate
making and by arbitrary diserimination against shippers patron-
izing water routes and by refusal to give joint service, either as
to rates or the handling of freight itself, and by refusal to make

1 rail eonnection with the waterways, have prevented or
destroyed water transportation on most of these lines. It is
proved by the decisions of the Interstate Commerce Commission
that the railroads have been permitted to make such rafes at
* water eompetitive’ points as would meet not only actual water
competition but ‘potential’ water competition, and the effect
of this has been that water transportation has been impossible
in most although it is a notorious fact that it is
cheaper, as to actual eost, than rail transpertation. By this
means. the people have been largely deprived, so far as river,
canal, and coastwise shipping is eoncerned, of the henefits that
should have acerued from their great expenditures for the
improvement of these waterways. It is peointed out by wit-
nesses that in the early days of railroad operation, immediately
after the construction of the great railread lines, there was but
little freight, and the roads were eager to get all the transporta-
tion that existed and to make it as near a monopaly as possible,
and, rather than operate at less than their eapaeity, they found
it desirable to make whatever rates might be necessary to get
the business. As the country has developed, however, and popu-
lation has increased, business has far outrun the eapaeity of
the railreads.

*The eonsequence is shortage of cars and loeometives, inabil-
ity of shippers to get cars for loading, delay of transportation,
blockade of traflic. There are periods even now when it is
impossible for those great trunk lines, which heretefore have
sought to exclude competition and to absorb all the business
there was in sight, to fransport the freight which is offered
for shipment. The tendency of the situation is still more in
that direction. The increase of our population and of our busi-
ness, including transportation, is going on at a greatly accele-
rated rate. It will be from year to year immensely greater
per annum in absolute quantity, even if the percentage of in-
crease should remain the same in the future as in the past.
From this it is easy to be seen that the existing railroads or
any additional number which there is reasonable prospect of
being constructed, will have great difficulty in handling the
business. The obvious remedy for this is to follow the example
of older industrial countries such as France and England,
which have developed their water transportation faeilities,
have protected them from unfair methods of competition, and
find them ahsolutely essential in meeting their transportation
needs, especially as to bulkier commodities and raw materials,
We must do the same, and in order to do it the first step is
to abolish a system of railroad freight rates by which the roads
are permitted fo make a rate to a water competitive point cov-
ering only a small margin over what is called the °‘out-of-
pocket cost’ or, in other words, the mere cost of operating the
train and handling the freight, without any margin to pay
interest upon bonds or stock. They have been permitted to
adopt this policy under sueh a system of caleulation that they
were able fo drive water competition out of business. Auxili-
ary to this, of course, were other discriminations, such as re-
fusal to furnish joint rates, through service, necessary physical
connections, efe. The most important, however, was the sys-
tem of low railroad rates at the terminals and the privilege of
making up the necessary railroad revenue by higher rates in the
interior. By this system not only was water competition driven
out of business, but the intermediate points and the great
interior of the country were compelled to bear the entire burden
of providing the revenue to maintain railroad ecapitalization.
This is simply another phase of the injustice and unequal pro-
tection of the law referred to above.

“In the case Fourth Section Violation in the Southeast (30
I. C. C., pp. 262-263) the Interstate Commeree Commission says:

“The rates made to Memtghlu via the steamers to New Orleans,
thenee by rail, referred to in the preceding paragraph, were advanced in
1898 to 100, 85, 65, 45, 38, 32.

“Phese rates were continned until December 5, 1910, when t:hg were
canceled, so that at present there are no rates vin New Orleans
to Memphis. Neither is it true at present t there is any regular
water service between New Orleans and Memphis, and there are no
through all-water rates open to the shipper, such as were in effect at tha
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time of the report above mentioned, It can net, therefore, be asseried
that there is any actual active water competition existing at present
between New York and Memphis. There is a disconnected service be-
tween New Orleans and Memphis, regular boats plying between Natches

and 'ﬁnksburg and M is. The water competition is to be nmdeﬂ
as petential but not actual, and the testimomy in this ecase in tes
that any material advance in the rates from New York City to Memphis

wonld without doubt result in reestablishment of active competition on
the M River.

“This is equivalent to saying that an active water transporta-
tion ean not be established if the railroads are allowed to main-
tain the discriminatory rates, and, strange to say, this is the
reason given for allowing them exemption from the fourth
section.

“The refusal to enforce the long-and-short-haul clause here
because its enforecement ° would without doubt resplt’ in re-
storing water transportation to the river is obviously equivalent
to permitiing the railroads to make such rates as will, in con-
nection with the other practices mentioned above, entirely pre-
vent the development of transportation by water in competition
with rail. This has been the aetual result throughout the
country by which water transportation between the Pacific and
the Atlantic coasts, much of that on the South Atlantie coast,
apd on the rivers and canals of the interior has been largely
destroyed.

“1It has been testified that some years ago the merchants of
San Francisco put several ships into the Atlantie-Pacific trade
in order to secure lower rates of transportation. They oper-
ated them at a loss of several hundred thousand dollars. The
result, however, was that the railroads lowered their rates to
San Francisco, and, althoogh the ship line was abandoned, the
testimony was to the effect that the less in its operation was
much more than compensated by the lower rates made by the
railroads. OfF course, whatever inadequacy of return the rail-
roads received on this business was made up by the higher
rates to the interior and by the added transportation which they
acquired by the system of developing the terminal points as
distributing centers, earrying goods from the point of origin
to the terminus of the line and then collecting high local dis-
tributing. rates for carrying the same goods back over the same
line to the intermediate points, through which they had erig-
inally passed on the way to the terminus, instead of being
delivered to the ultimate consumer directly and by the shortest
haul.

“The country is interested in the most economical use of its
transportation system. One of the most important features of
this is the delivery of freight by the shortest and most direct
line. The system of rates allowed under the interpretation of
the fourth section as it stands at present has the opposite effect,
and the result is that the great mass of commodities consumed
in the interior is carried the greatest possible, instead of the
shortest possible, distance in order to reach the end desired.
This decreases the efficiency of our transportation system and
renders it inadequate to meet the demands of the country when
traffic is at its peak. Such a system can nof be continued if the
long-and-short-haul clause is made absolute as proposed by this
bill. Under the old system, even where the goods were not actu-
nlly carried to the terminus and back again to the intermediate
point for distribution, yet the freight rate to the intermediate
point was based upon the theory, fictitious though it was in most
cases, that this had actually been done. By this means the rail-
reads receive compensation in enormous amount for services
which were never rendered, imposing an annual and unneces-
sary tax of many millions of dellars upon the great interior coun-
iry. As’pointed out above, under conditions of increased traflic,
this was an injury to the efficiency of the road as well as to the
interior country. 1t was also an injury to the terminal cities,
because it prevented their maritime development. Our coast
cities shonld all be thriving centers of water-borne coastwise
traffic. As a matier of fact, they are ports in name only, so far
as any substantial amount of domestic commerce is concerned,

“We are entering upon a mew era in international affairs,
It is absolutely necessary that we should build up a mercantile
marine, We have a statatory monopoly of our coastwise ship-
ping, and this affords the Nation a magnificent opportunity to
develop mercantile pursuits, industrial employment of our peo-
ple in shipyards, and the creation of a nursery for sailors and
seamen to man our fleets both in peace and war, in commerce,
and in the Navy. The unfair system of competitive railroad
rates, which were competitive in name only, because, as clearly
demonstrated, they were reaily prohibitive of water competition,
if allowed to continue or to be reestablished, as may be the case
if the fourth section of the act is not amended, will make this
impossible In the futore as it has been in the past. By mak-
ing the fourth section long-and-shori-haul c¢lause absolute and
unconditienal railroads will be compelled to charge a reason-

able rate at terminals and at interior peiats in order to earn
necessary returns npon eapital invested, and water lines will
have an opportunity to compete. There will be ample business
Tor all and a certain quantity of business, for various reasons,
]v;ﬂl always go by rail, even thongh the water rate shonld be

Wer.

“We built the Panaima Canal both as a military facility and
as a means of transportation between the two coasts. If the
old system of railroad rates is continued, by which the roads
are allowed, as stated in the case cited above, to make rates
where there is * potentinl’ water competition which will prevent
actual water competition, the $375,000,000 expended in the con-
struction of the Panama Canal will be almost useless so far
as any commercial benefit is concerned, since the railroads will
effectually prevent its substantial use for water transportation
between our Atlantic and Pacific ports.

“Certain representatives of Pacific coast cities have argued
that they are entitled to preferential railroad rates as against
the intermediate points with a shorter haunl! because of the
natural advantage and superiority of situation of the coast
cities, The advantage, however, which they derive- from a
railroad rate so low that it pays barely more than the out-of-
pocket cost is not a natural advantage, It is purely artificial
It is a Government favor and it is bestowed upon them by
governmental permission in violation of the fundamental rules
of uniformity of rates, of equality of taxatien, and of equal
protection of the laws. There is nothing natural ghbout it
1t is altogether unnatural. The real natural advantage which
ihe Pacific terminals should enjoy they have been deprived of
by this system. That advantage should be water transporta-
tion. That, however, has been driven away by this artificial
and discriminatory system of rates.

*The renl, natural advantage of the Pacific epast cities is
the ocean. No one can deprive them, nor will undertake to
deprive them, of this advantage. They have not enjoyed it
50 far as coastwise shipping is concerned because of destruc-
tive, discriminatory, unequal, nnd prohibitive railroad rates.
No greater impetus can be given to the industrial and com-
mercial development of Seattle, Portland, San Francisco, St.
Louis, Memphis, St. Paul, Cincinnati, and every eother city
which to a greater or less extent has the natural epportunity
of developing a waterborne traffic than to remove the restric-
tions which have prevenied its use. The ports of the Pacific
with their great harbors should become thriving centers of
maritime activities of all kinds, and will so become when the
proper encouragement is given those who are ready and willing
to invest in ships for the coastwise trade and to build ships
for that purpose, by the guaranty they would have from the
enactment of this law that they will not be diseriminated
against by what amounts to an encrmous subsidy to the rail-
road lines levied upon the consuming publie of the interior.

THE AMENDMEXNT OF 1910.

“The debates in Congress upon the amendment of June 18,
1810, to the fourth section show eclearly that the purpose of the
amendment was to do away with the injusiice and evil effects of
the diserimination in rates referred to above, and it was thought
that as framed it would have that effect. The phrase ‘under
substantially similar circumstances and conditions’ was omitted
from the act. The purpose of the authors of the amendment was
to change the ruling and practice by which water competition
was considered such a dissimilar * circumstance and condition’
as to, in all cases where it existed, either actually or potentiaily,
authorize a lower rate for the long haul than for the shorter
haul to a point where this did not exist. There could have heen
no other object, since there was no substantial and widespread
eomplaint of any other application of this section. As an extra
precaution, however, the proviso was retained, giving the com-
mission authority *in special cases ' to exempt the earrier from
the terms of the section, the object being to allow some discre-
tion to remedy some special case which might arise under pecn-
liar and unforeseen conditions. In practice, however, this pro-
viso has eaten up the rest of the law. The provise has become
the contrelling and absorbing feature of the long-and-shert-hanl
clause, and there is nothing else left of it, or was not, until the
ruling going into effect March 15, 1918, by which, on aceount
of all coastwise water tra tion between the Pacific and
‘Atlantie ports being eliminated by the slides in the Panama
Canal, followed by the complete absorption of shipping in the
war, the long-and-short-haul clause was applied to westbound
traffic to the Pacific coast. To all intents and purposes the
fourth section of the original act of 1887 was rendered null
and void in practice by the controlling effect given to the words
‘under substantially similar cirenmstances and conditions® and
to the discretion and use of the same vested in the Interstate
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Commerce Commission by the proviso. The only change in ac-
tual results accomplished by the amendment of 1910 was that
under the original act of 1887 the railroads of their own initia-
tive could assume for themselves the license of charging less for
the longer than for the shorter haul, whereas under the amend-
ment they were compelled to rely upon the proviso alone and to
appeal, in the first instance, to the discretion thereby vested in
the Interstate Commerce Commission.

“This, however, was a mere matter of procedure, and under
the general rule and practice adopted by the commission it made
no substantial change in the actual results so far as discrimina-
tory rates were concerned until the order mentioned above,
going into effect March 15, 1918, under a holding that water
transportation, both actual and potential, had ceased to exist
at that time and that consequently the circumstances and con-
ditions at the coast were substantially similar in this respect
as at the intermediate points. From this it will be seen that up
to the time of this relief the evident purpose of both the original
section and the amendment of 1910 was defeated.

THE FRESENT SITUATION,

“While, by the recent order just mentioned, temporary relief
has been granted to the intermountain country as to west-bound
rates, the old condition of gross diserimination still exists in
many other sections. And even as to the intermountain country
the diserimination on east-bound traffic still remains; and while
the relief as to west-bound traffic, even though temporary, is
most welcome and beneficial, it can not have its full effect until
it is mrade permanent. On its present basis and under the rul-
ing and practice which has been developed under the existing
laws the old discriminations may return at any time, as they
have continued to exist in many points of the South and South-
west. With this uncertainty and the experience in the past, the
3S-year struggle for relief, the disappointments, the suppression
of growth, and the destruction of infant industries which strug-
gled to establish themselves in the interior country, and dis-
asters still fresh in the memory of the people, it can not be
expected that capital will be invested in industries at these
intermediate points throughout the interior country with the
fear of a return of the old discriminations at any time ever
present with them.

“ Established conditions and reasonable certainty of the fu-
ture as to equal treatment in the matter of comparative, what-
ever the absolute rates may be, are necessary to induce people
to invest their capital and to devote their time to the establish-
ment of manufactures, of jobbing trade, and of industrial de-
velopment generally. If this.bill, making the long-and-short-
haul clause absolute, as enacted, removing the discretion vested
in the commission to grant exceptions to it, industry will have
a substantial basis on which to develop and a new era of pros-
perity will begin throughout the vast region where so many
futile attempts have been made in the past; so, also, it may
be said as to the establishment of ship lines on the coast, when
ships are available and the Panama Canal is open for con-
tinuous business. Money and effort will not be invested in the
establishment of these lines with the knowledge that under the
existing law as determined by previous practice the railroads
will be permitted to make competitive rates which the boat
lines can not meet and prosper. As in the case of industry
in the interior, however, if assurance is given by the enactment
of an absolute long-and-short-haul clause that this unfair and
discriminatory competition of the rail lines will not be per-
mitted in the future the coastwise shipping trade will have an
opportunity to live and flourish with consequent benefit to the
coast cities and, by reflex action, to the entire adjacent territory.

RAIL COMPETITIVE POINTS.

“1f this bill is enacted into law it will apply to rail com-
petitive as well as to water competitive points. Under the law
as it stands now the Interstate Commerce Commission, under
discretion vested in it in the proviso which was retained in
the amendment of 1910, have allowed the railroads to charge
less for a long haul to a point where two or more railroad
lines competed for business than for a short haul over the
same line, in the same direction, to an intermediate point
where there was no such rail competition. This followed the
construction given to the original act of 1887, to the effect
that under these circumstances there were not *‘substantially
similar circumstances and conditions’ at these several points;
and, although this latter clause has been eliminated, it was
still given as much effect as it had before it was repealed, or
at least the conditions which resulted from it continued the
same as they were before. It is argued by some that this
diserimination in the case of rail competitive points as against
intermediate points without rail competition should be allowed
to continue, as otherwise a long and expensive line, competing

with a short and inexpensive line at a junction point, could
not get a share of the business. This does not follow by any
means, as rates at the competitive point can be adjusted upon
a reasonable basis for all concerned, and it is not fair that
those communities at intermediate, noncompetitive points
should be muleted in damages in order to enable the road on
which they are situated to carry freight at a lower rate for
the longer haul so that it may compete with another railroad
at a more distant point. The fundamental principles of uni-
formity of rates for the service rendered to the different
communities . and patrons of the road are the same here as
elsewhere. These principles are universal, and should be
absolute and mandatory in application. Otherwise a circuitous
line operating over a difficult and expensive route would be
in effect subsidized by the diseriminatory high rate which it
would be enabled to charge to its patrons at intermediate
points, and thereby put upon an equal footing in all respects
as to earnings and dividends with a direet line operating over
2 more advantageous natural route.

GENERAL FPRINCIPLES.

“We insert here an excellent statement of the principles
involved in this bill by Hon. O. P. Gothlin, formerly chairman
of the Public Service Commission of Ohio, and formerly presi-
dent of the National Association of Railway Commissioners,
and at present chief of the tariff bureau of the Public Service
Commission of the State of Indiana:

“1 desire to express my emphatic indorsement of Senate bill 313
and my sincere hope that it may become law. Permit me to guote
from a letter I wrote last fall to the conference committee on national
preparedness, New York City:

“*1 have read with interest your recent circular, more particularly
that Rnrt of it relating to the development of water transportation.

“ 4 Kindly allow me to suggest that the first stef; in the direction of
water-carriage development is to persuade the Interstate Commerce
Commission to change its attitude toward the enforcement of the fifth
section of the act to regulate commerce. The persistent violation of
the intent of this section has made river traffic in the United States
g0 unprofitable that it has almost ceased to be a factor in the com-
mercial world. The act to rv;f'ulate commerce was amended in 1010
to nulllfy the effect of the decision of the Bupreme Court in the Ala-
bama-Midland case (168 U. 8., 144), wherein it was held that com-
petition between a steam line and a water line at a destination point
created dissimilar conditions and circumstances that justified the rail
carrier in charging higher rates to intermediate points than to the
destination point. The words, * similar conditions and circumstances "
were eliminated from the fourth section by the act of 1910, but the
Interstate Commerce Commission was ¢lothed with power to grant
authority to rail lines to make lesser rates to destination polnts than
to Intermediate points when the situation justified. They have heen
so lavish in bestowing this authority that the gencral situation is just
about the same as it was prior to 1887. In other words, the legisla-
tion Intended to accomplish a good purpose has availed little because
not enforeed.

“In the above case cited (168 U. 8., 144) this language occurs:
‘When the rates to Montgomery were higher a few years ago than
now, actual water-line competition by the river came in, and the rates
were reduced to the level of the lowest practical paymf; water rates,
and the volume of carriage by the river is now comparatively small’

“A sad commentary. What became of the river transportation?
Destroyed by rail competition, and to do it the rail line had to make
rates that were noncompensatory, and consequently to apply unduly
high rates to unprotected intermediate territory to recoup. A most
unjustified economic waste. This is illustrative of the situation over
the United States.

* 8o long as the rail lines may drive water lines out of existence by
unfair competition—that is, by unduiliy low rates to competing points,
and are allowed to make up the deficit by unduly high rates to the
intermediate points—there can be no development of water transporta-
tion facilities. In the whole field of transportation no practice has
been of so great an Infloence for evil as that of diseriminating
against unprotected local territory that the carriers might enjoy the
privllerze of destroying water traffic.

“ Within the past two years the Interstate Commerce Commission
issned an order authorizing the transcontinental lines to esfablish to
Pacific coast rts rates lower than in effect to intermediate points,
and as justifying the decision recited in the opinlon that the opening
of the Panama Canal would reduce the cost of water transportation
between the Atlantie and Pacific seaboards, This is the \rerg reason
why the transcontinental lines should not be allowed to make lower
rates to Pacific coast ports than to intermediate points. The Federal
Government expended millions in the construction of the Panama Canal
for the very purpose of fostering water traffic between the Atlantic and
the Pacific seaboards, and by the action of the Interstate Commerce
Commission this expenditure was in vain so far as development of
water transportation is concerned. Of course, the canal is a military
necessity and the expenditure is justified for that reason alone. Never-
theless the intention was also to foster and develop ocean transporta-
tion. :

“ 8o long as the transcontinental raliroads may establish undu}iy
low rates to the Pacific coast and make up the deficit by correspond-
ingly hizh rates to intermediate territory, capital dare not invest in
ships. ail rates should be adjusted so as to place all territories
served on a relatively eguitable basis and return a reasonable margin
of profit to the carrier, When a railroad charges more to fransport n
ton of freight to Salt Lake City from Chimio than it charges for the
same ton to San Francisco, 50 per cent farther, elther the Frisco rate
is unduly low or the Halt Lake City rate is unduly high. A railroad
must sell service at prices that will return revenue sufficient to pay
operating expenses and a reasonable profit. Of course, if some service
be sold &t a price that returns a margin of only 5 per cent, or no mar-
gin at all, some other service must be sold at a proportionately higher
than reasonably profitable price or there is a deficit. Why should rail
carriers be allowed to levy an undue tax on intermediate territory to
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enable them to transport to water- comg‘e'ﬂng poi.nts at unprofitable
rutes for the purpm of crippling water
o mbraceﬁl wlthh:l its
it exhibited a

L mh{ﬂ when the great Bute of
borders fract of its
remarkable spirit of entemﬂse E constmcting a mggtﬂm nmm ut
eanals. When raklroad aspoﬂation came into
statesmen emacted a long-and-short-hanl law for the very
E tecting the waterways constructed at se great an the
and canal transpertation was killed. Had the
and short haul been preperly observed Ohdo would now have
transportation system i t of and supplemental to
the rail service that has not heen able to keep up with the demands of
commeree. As a result of the fallure to enforce the law, the once
d.e‘mmnt system of eanals has decayed into a candition of inmocuous

* There is another point of view from which this qmestion shonld
be considered. 'The nullification of the fourth section intent by adminis-
trative action festers and encourages eircultous nspa:ta on, n de-
rable econemic waste. No ether single hmne d so
extensively to deplete tM avallable ear B’H? edly troe
that the transportation of freight oﬂrer the ted Btates to-d.n: involves
lttl QOpgrmtnf { f.i of'hliﬁgmi:::n:;gmdmu a
of power am unneecessary detention
total eperating cost far beyend what it would be were carriers required
to use (liroct routes.

*“The public is entitled to the advantages of both boat and ralil trans-
portation, and each class is entitled to fair pay fer the service ren-
dered. Now, when the lines can not adeguately meet the transpor-
tation demands, we are feeling the eﬂects of the attitude of regulst.lns
bodies toward water transportation in the past, and the effects are
gerious, Instead of having ample water-carria Ll.cﬂiues to s ﬁﬁply the
deficiencies of rail earviage when they are a woe-
ful lack of them. The first step toward a re uwmltlon o{ wnter trans-
portation is to enforce the fourth section the aet to regulate com-
merce in accordance with the intent of Congress when it was cnacted

“Since the enactment of the act to reguhta commerce 1887,
violatiens of the long-and-short-haul have not obt&tned to
any great extent in t part of the ["n:lt Biates Wt!i'l‘ the density
of trafic is greatest: that is, north of the Ohio and Potemsac Rivers
from the pi Rim to the east line of New York. Such a policy
on the part ct the carriers would mot be tolerated. Te [llustrate:
Were rates from the very large pumber of maunnfacturing
centers lm:aled witthm 100 gﬂhs C'fi
haw te_and om eago,

. bo. necessary for the enrriers to- éstab limits
favered territory, Any lime so established wounld be
extended here and there as the er of the affected interests dictated,

until in time it would be ahelished endirely;: b each ex
would afford incentrevertible argwment to the industry just bevemd,
that it must be takem in to eliminate the eobviows discrimimatory

sltuation.

‘“No legislature, cmr or commlssmn has the right to reguire ome
mah te pay any parg of man's transportation tax. Rates
mudetetnmimlpointsthxﬂemmthanahhm&mbmnu
abselutely pecessary to impese at other poimts rates that pay more
than a falr margin er there is a deficit. Railreads must earn from the
rate of service revenue sgufficient to pay operating expenses and a
reasonable t on investmemnti. If some transportatiom is sold at
prices that do not so yield, the deficit must be made up
mmwymnmb&muup iabsmmr.ni

“mhe grand aim of regulation is to
the test diserimination in the whole field of tramsportation is the
result of the gross violations of the long-and-short-haul tmebp:u
mitted by regulative bodies misled by the subtle sophistries of t
desiring to profit hy the loss of others.

“The K r_-geml Government would not undertake to coufer a jebhing
monopoly upom particular eomm 1 eenters and prohibit wholesale
:lmljng at all otha' . The public would not stand if; the
ties have arrogated to themel\res the’ p !u to

in some way,

The
deplorable fact is that this arbitrary sssnmption of undue and uniu.st
power has been not enly condoned but affirmatively orsedhythe
ulbmml erected for the purpese of pmleclliﬁ”‘rwlic rights,

“ Economists have for yeurs warned us aga the evils of aggregat-
ing great populations im citles. Were it poml.bh to apply waiversally
throughout the United States the pelicy of L@er rates to
the intermediate erﬂrotg than to favered commerce gnd
manafacturing wo mﬂnn to those fa
could met be tthni.se 1
fraomed on sane princi the
0 as to form & w

lored that it be necessary to pass this bill; that ex-
is law has not been administered as Congress intended. m

das datmsinre toward nuuug Just resnlatton,“but the
regulative law has faile The results sueh failnre are
conditions of some localities of their

# Chief Justice Whito, in the Intermountain Rate eases (234
U. 8, 476, 482), said:

“Almost immediately after the aﬂoption of the act to te com-
mevce fn 1887 the Interstate o Comm , In col dednxthu
meaning of the law nndtlnmpe ftheﬂuﬁeahupose&nn the com:
mission in enfercing it, reached the conelusion fhl.f the words ‘m
substantially simiar circumstanees and conditions' of the fourth
tion dominated the long nnd use and em
to primarily « th of the requir ty of
eircumstances and conditionz, and co ently lo mct in the event
of such difference n lesser for the lenger t was
the er haul, and that competition which mat eﬂﬂi:p the

graded 10, 20, or 25 per W
centers e ge | stantially similar circomstances and conditions’ confained in

rate of carriage to icular point was a dixaimln circumstance
and cendition within the mmlngpgf the nct. We say * rhnarﬂy be-
gllse, of w?”:fm was ized that

o

T recogn t.he nﬂwrlty
end just stated was

subject t t@mﬁun and

50;1‘1::-01 of ntfher}r?!ferﬂu?tcfmn}frcet (Eortnmtseéow —— 01-’; gte

ers confer, upon y the statute, an 1y view o e

authority stated im the fourth section. hmﬂderlnsthelctcom-
Fl'!hlmvew it w mm olﬂ that the gemeriec provisiens against

preference and tion expressed in the second and third sections

of the act were all anhrldnx and therefore operative upon the fomrth

well as wpen all other provigiens of the act. :Butitwai.:

a preference
Nashville R. R. Co. (LL C. C., 31).

 This indicated clearly how the fourth section not only failed
to relieve the situation it was aimed at but also under the con-
struction given it actually weakened the other seetions of the
act (the second and third sections), which by their prohibitien
of preference and discrimination would otherwise, perhaps, have
been sufficient te prevent the abuses which have grewn up
under the eonstruction given to the fourtlr seetion.

“In the same case, in defining the change made by the amend-
ment of 1910, the Chief Justice said:

*It is certaln that the fundamental change which it makes Is the
omission of the substantially similar circumstances and conditions
clanse, thereby 'eraving the long-and-short-haul clagse, in a sense, un-
quallﬂed eXcept in #o far as the section qives the rlght to the carrler to
apply the n for autherit charge Iess for the louger
than rer shorter distances for themns?urtutl n of persons mnd prop-
erty ' and gives the commission authority, from time te time, te pre-
scribe ihe extent to which such designated common carrier may be
received from the operation of this seﬂ.’g;

“As has been shown above, this change has no snb&tnntiul

results, because the Interstate Commeree Commission, under the "-..,...‘G‘i'“-

diseretion vested in them by.the provise, adopted the same p
Tiely had been-given effeet wnder the clause “under sub-

the original act. So that, although the clause was left ouf,
the effeet remained the same as befere.

“ In Texas & Pacifie Railway v. L €. €. (162 U, S, 197, 222)
it was said:

“The effort of the commissian, by a ri;ld genersl order, to deprive
the inland consumers of the advan through rates, and to thus
give an advantage to the traders and manulacturers the large sea-

board cities, seems to create the very mischief whieh it was one nf.
the objects of the act to remedy.

“In this same case Justice Harlan, in a dissenting opiuniom,
Justice Brown concurring, page 247, said:

“1 sm unable te find in thua seeﬂons twes 2, 3, and 4 of the in-
terstate commerce act) ln{ gﬁ the commiss or for a
carrier, subject to the prmt sfons of aet of Congress, to take inte
consideration the rates blished by ocean lines as affecting the
chntges that an Ametican rler may make for the transpertation of
its rowtes, A discrimination between A and B
or cl.\arm fm' a l‘he a.n.d contemporaneous serviee in transport-
ume kind of property over the same route is an unjust dis-
beeause it necessarily operates to give that ene to whom
UIC mosk lihﬂal rates are given an unadue or unreasemable preference
aor advantage over the other.

“In the same case Chief Justice I'uller, in a dissenting opin-
ion, page 255, said:

“In my judgment the second and third sectiems of the intersiate
cmerce act are rigid rules of action, bimdisg the commission as
well as the rail\n! compandes. The similar c nees and condi-
tions referred to in the act are those under which the traffic of the
rallways is conducted, and the competitive conditions which may be
taken into consideratien by the commission are the eempetitive condi-
tions within the Mdﬁﬁeﬂ ly the carrier and not competitive con-

*“M 000 RBRYT,. V& G. Railway €o. (85 Fed. Rep., 107,
118) the court said:

!nres

“But the -auﬂ-.hort -haul ckm is ou one of the s'prvm B
ddmm em e act. The th
m tw:th md nppl!ea t pr!nctplo. on which i‘t rests, r,o
thtt if the Iitanl construction referred to be put upon the fourth sec-
tion the case would still be e to the third seetion, which rurblf.h
undue preference: to one loca or the subjection of another to any
undue vantage.

“These citations give a clear idea of the far-reaching effect
the little phrlsa under substantially similar circomstanees and
conditions * and the proviso vesting discretion in the matter in
the Interstate Commerce Commission have had in undermining
and defeating the mest fundamental and promivent porpeses In
the enactment of the interstate commeree act.

“In the ease of Behlmer v. Louisville & Nashriile Railroad
Co. (83 Fed. Rep., 898, 907) it was said:

“ The appellees contend that the smaller charge fer the greater dis-
tance is in this case of great importance to thecmr of Charleston, as
well as to the seetion of country » means thereof
the merchants of tht city are en
atherwisg be m;th 1:!:0 them, e
argument. appli Sunrmer

ed by the = lees bet Lhui t d
humdmt%m 15%"’??&:13 up omne vam}tt} we :l?u‘ld m.d::n
many athers.
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“The evil effects of the application which has been given to
the fourth section are very well stated in I. C. C. ». E. T,, V. &
G. Railway Co. (85 Fed. Rep., 107, 113), where the court in its
opinion said:

“1f the fact of such competition. is allowed to become a dominating
factor in fixing the relative charges of transportation to the different
places along the lines, these communities where there is no competition
must be blighted by the disadvantage with which they are burdened and
the favored places grow prosperous in the sacrifice of others. * * *
And public poliey would also be advanced by the opgoslte course not only
in the encouragement which wounld thus be given to the distribution of
commerce and pntpulnt!on, but also in extending the equality of privilege
which it is one of the prime objects of legislation to promote,

“In the report of Mr. Walter Parker, assistant to the secretary
of commerce for inland water transportation, for the six
months ended December 81, 1917, referring to the effect upon
water transportation of the exceptions granted under the fourth
section of the commerce act, he says, on page 5:

“ The inability of the raliroads to finance the purchase of equipment
in sufficient volume to make possible adequate e:}]nnsion. even were the
materials available, is obvious to every student of economy. This being
true, resort must be had to other than the railroads if the transportation
jis lta be so augmented as to serve without friction, inconvenience, and

elay,

!" ;1;113 waterways—natural lines of least resistance—offer the only
solution, -

“Thelr immediate use,

- *

“{8) By a railroad system which gives the waterside locality lower
freight rates than are given inland loecalities, a system which has only
just begun to be changed.

-

as an adjunct to the railroads, is handicapped—
t ] Ld L * L 3

L] L] - L] » -
“ 1t is my opinion that private enterprise and capital will restore com-
mercial use of the inland navigable waterways only as a result (1) of
the assurance of adequate protection of boat traffic from uneconomlic

a"-‘i‘-:‘*-:.'a{!..-’,,t_.- railroad-rate competition (p. 10).
BT 0 o P SR e by T S iSO N S ) e .
i ““ The adoption of the five 3 s Below will'go far, I -em-

convinced, toward producing the desired resalts: -
* . * Ry - s *

“(3) That the Secretary of Commerce call the attention of the Inter-
state Commerce Commission to the fact that the Government's policy,
growing out of the law relating to the making of railroad rates where
boat competition is possible, is not yet specific or clear enough to insure
popular confidence in the safety of water transportation eompanies from
mﬁmdd‘ate changes of an uneconomic character, The law permits
rallroad-rate reductions to meet new boat competition, but prohibits the
raising of such rates should such new boat competition be remgved. It
is my opinion that the economy of transportation is now such as to very
largely remove the old danger to boats of extremely low railroad-rate
competition, but prospective investors in boat lines n?qal!te specific as-
sura ncg of this before they will regard investments of this character as
attractive,

“Under the jurisdiction of the railroad-control act, the
Railroad Administrator, representing the President, directed in-
vestigations to be made by the Army Engipeers, who for years
have-had charge of the.expenditure of appropriations made by
Congress for the improvement of rivers and harbors, of the rela-
tion of water to rallroad transportation, and to make recom-
mendations of measures for the coordinating of same, and the
increased use of waterways to meet the war emergencies. After
exhaustive studies of the subject under this authority, and hav-
ing the benefit of years of familiarity with problems involved,
Col. Charles Keller (now Maj. Gen. Keller), of the United
States Army Engineers, testifying before the Committee on
Rivers and Harbors of the House of Representatives, printed
under date of January 25, 1918, in the hearings of that com-
mittee, said:

“We already knew-—we knew before we started—that there was little
or no navigation. We also knew that there was comparatively little
interest on the part of the various local communities that seemingly
ought to be very much interested in river navigation. We found out
that the eauses for this condition were the familiar causes that had been
reported by one commission after another (p. G).

“And, second, there is the fear of hostility on the part of the rail-
ronds. It is possibly a familiar fact to this committee that the rail-
roads do discriminate in their dealinﬁ with people who attempt to
use our inland chaonels. * * * That they have the right to dis-
criminate in this fashion no one will maintaln, but that they prac-
tically do discriminate no one will deny. * * #*

“ Bat foremost of all, most fundamental of all, is the detrimental
effect of the rail rates to river points. * * * [ am convinced that
no really successful navigation can be established unless the present
structure of rail rates is completely revised, so as to take away from
river communities those unjustly favorable rail rates that now exist
and to distribute over the community in general, including the river
communities, the burden of contribmting adequately toward the su

rt of railrosds, At present the river communities do not pay their
ust share, and trafic is handled to river points at unremunerative
rates. Of course, the ultimate effect of that condition is to render
river tran rtation unprofitable and practically impossible, That
fumlnmentu%cause of trouble was exposed many years ago, and has
been emphasized again and again. There is no novelty in the conclu-
gions to which I have come, and I will say that when I speak in the
first person I speak the views of the committee. We believe that
without this primary change in railroad rates comparatively little can
be done to establish a really useful and prosperous traffic upon our
inland navigation routes (p. T;]. !

“ Now, then, visnalized in that way, it becomes very plain that we
need something in the way of additional law—1I say that with apologies
because we already have a great deal of law—to establish an agency, 1
do not care whether it 18 the Interstate Commerce Commission or some-

‘hBadciohs gotng 1o

thing else, that shall have its eye upon the general transportation
problems of the country, and that shall have for its function the duty
of seeing that the transportation system as a whole is the most econom-
ical that it can possibly be made to be. If we are right in believing as
we do that the rivers have thelr proper place in an economical system
of transportation, it should be the duty of this agency to see that the
rivers get the traflic that they can handle more economieally than it
can be handled in any other way; but unless and until we have such
an agency, and just as long as this diseriminatory state of railroad
rates and gr&ctice is permitted to continue, only in exceptional cases
will any channel—any inland channel, I mean—that competes mainly
with railroads thatﬂataliel both banks, let us say, be able to get any
commerce at all. e conditions are such that every man who has
business is practically afraid to use the river, even though deep down
in his soul he may believe that the river is the economical route (p. 9).
‘“ We have also, as I say, looked into the coastwise business and the
possibility of putting to advantageous use the New York State Bar
Canal, the Hudson River, and the Atlantic intercoastal routes. We
find there the condition is much the same as it is In the central valleys.
* * * YWe do know, however, from our investi
underlying handicaps attend the New York State
the central rivers, and that the bar
large and profitable business except lf:
under revised rates, .

L - & - - L -

“ While it Is true that, on the present basis of railroad rates, general
business can not profitably be done by the canal, on the other hand it
is equally true that, with the breakdown of the railroads, business men
are confronted with the question whether they shounld pay a higher rate
to the canal and get their freight promptly or pay to {he railroads a
lower rate for a slow and undependable service. * * * The water
routes, if proper]g used, certainly is the remedy for the breakdown of
rallroad transportation facilities (p. 12).

“The Actixg CHAIRMAN, Who fixes the rates that the barges receive
for carrying this coal?

* Col. KerLLEr, The railroads virtually do. For example—I speak
now in general figures; I did not arm myself with the precise figures,
but the figures are approximately ecorrect, close enough to the truth to
illustrate the situation. The railroad freight rate on hard coal from
the anthracite fields to Norfolk is between $2 and $3 a ton. * = =
The rallroad freight rate per ton from the anthracite flelds to Phila-
del _where that coal might be transshipped to barges and from

- orfolk Ly water, is within 30 cents ot there-
abouts of the rail rate to Nar "‘"‘""-‘--Ncw ; t det
mines what the barge shall get. The man who is buying coal In"Norfo
is willing to allow the barge only the difference between the railroad
through rate to Norfolk and the raillroad loeal rate to Philadelphia—
that is, 50 cenis. The result is that the coal does not move by water.
The barges have gone out of this coal bunsiness., This is the short-
sightedness of the peo;:le-. They do not fight against railroad rates
when in normal times these rates favor the individual at the expense
of the community. When things are abnormal, however, these rates
may militate agninst the individual as well and damage his interests,
We come back to the point that there is no £runpect of large traflie
?n ii-l:'ltr)md waterways until the rail situation very radically revised

D :

“Our remedy is to change the law, and that is perhaps more easily
said than done. But I think that we all concede that this is the evil
that must be cured, that railroads should not be permitted to diserimi-
nate in favor of certain communities and against others, That is what
it amounts to. When they carry freight below cost to river points in

tions that the same
arge Canal as attend
canal ordinarily ean not do a
connection with the rallroads,

any part of the country they must recoup themselves by getting an .

extravagant and unjust profit on some of the rest of the business, the
business to inland points (p. 14).

“ Col. Keller submitted to the committee, as a part of his
statement, 2 memorandum on the ‘ Status and Needs of Inland
Water Transportation in the United States,’ which had been
submitted by the committee of the Army engineers on wafer-
ways to the Council of National Defense. In this memorandum
it is stated:

“The railroads to-day complain that their earnings do not form such
a percentage on the money invested as to rmit the normal amount
of betterments and renewals to be made. igher rates are demanded,
and doubtless are needed, but if granted they should be gradually
adjusted on the basis of public service rendered, founded on the cost of
such service, and not by arbitrary charges (p. 29).

“ The actual manifestations of this competition are best seen by exam-
ination of the appended table of rates now in force. The table shows,
side by side, rates from river points to certain terminal points lying
on rivers and to others at practically the same distance but lying inland,
It is evident that, where even merely possible water competition exista,
the rates are very low, whereas in the contrary case they are much
higher. Just so long as the rallroads are permitted to earry part of their
trafic without the average profit and to reimburse themselves at the
expense of the rest of the country just so long will the wntnrm“\!s have
d{&culty in earn,"]lng thelr just share of the country's traffie. e have
been informed that in some cases the railroads intend now to ralse
abnormally low rates which are based upon merely ssible, and not
actual, water competition, but the readjustment so far appears slow.
To the objection that mia!nfs of rail rates to water points will benefit
only the railroads, the reply is that if rates to interior points are unduly
high they should be reduced, and that, moreover, the water lines may be
expected to charge rates at least as low as the present nnminn]lg com-
petitive railroad rates, since otherwise the waterway will probably get
none of the traffic in the present circumstances of location and organ-
ization of our mercantile community (p. 31).

“An example of these water competitive rates was recently brought to
our notice by a river boat line, and inquiry showed that the rail rate
on lumber from Arkansas City, where water competition may arise, to
Cairo, Ill., is about two-thirds the rate from MeGehee, Ark., an interior

oint, althongh trafiic from Arkansas City to Cairo passes through

Ric(iehee. Rail rates from the lumber-producing territory in the
vicinity of Arkansas City have recently been ralsed, but those from
oints having possible water competition still remain relatively low,
?llustrations of this kind might be multiplied indefinitely (p. 32).

“At the hearings on this bill the only active opposition to its
enactment on the part of the railroads was presented by the
Southern Pacific Railway. This system, in so far as competi-

Y
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tion in transcontinental rates is concerned, controls the situa-
tion. A glance at the map will indicate that its rail lines from
navigable water on the Pacific to its eastern port at Galveston,
on the Gulf of Mexico, about the longitude of Omaha, is ap-
proximately one-half the length of the eompetitive port-to-port
lines or systems operating between Atlantic and Pacific ports.
Tts connection with New York and other ports is maintained
by a fleet of steamers which in 1917 contained an aggregate
gross tonnage of 129,700 tons. This line was the gradual and
prosperous growth and development of the old Morgan line,
established by Mr. Charles Morgan in 1848, which operated
small steamers between gulf ports. The Southern Pacific also
owned the Pacific Mail Steamship Co. This company was
originally organized in 1847 for the purpose of operating a
steamship line between Oregon and Panama. It built three
small schooners of an aggregate tonnage of 8,300 and attained
great prosperity in the gold rush to California in 1850 and
subsequent years. It increased its business and tonnage, with
varying degrees of prosperity, until 1908, when it operated a
gross tonnage of 95,600 tons. On account of the Panama Canal
act prohibitions and other alleged reasons its tonnage was
reduced in 1914 and subsequent years until 1916. In that year
the capital of the Pacific Mail Steamship Co. was increased to
$4,000,000, and three steamers of 5,700 tons each were pur-
chased and its trans-Pacific service was resumed, with a tfotal
tonnage of 37,800 tons.

“The interest of this company in preventing the establishment
of intercoastal ship lines, during the years when the system of
discriminatory Pacific terminal rates were established and
maintained on the so-called basis of out-of-pocket cost, is mani-
fest; and the possibility of successful operation of American
mercantile marine in foreign trade and of competition of boat
lines in the coastwise trade with railway lines when the ship
lines have the cooperation of connecting railway lines is demon-
strated by the history of the Southern Pacific mercantile marine.
The ability of this company also to make such Pacific terminal
rates and to control the terminal-rate situation is evident by a
comparison of its New York to San Francisco combined rail-and-
water system, with the all-rail combination of railroad lines
connecting these and other important Atlantie and Pacific ports.
It is largely due to this company, with the powerful weapon of
the permit given it in the operation and construction of the
fourth section, the long and short haul clause, to reduce its ter-
minal Pacific rates to such a point practically as it might see fit,
or as might be necessary, to destroy or deter any rival water
transportation. As pointed out by Mr. Frank Lyon in a brief
filed in the so-called Transcontinental case before the Interstate
Commerce Commission on behalf of the Luckenbach and other
steamship companies, this privilege and power of the railroad
company to lower its rates in its discretion because of potential
water competition to such a point as would prevent the estab-
lishment of actual water competition, was an inexpensive and
practically costless substitute which took the place, in the hands
of the Southern Pacific Co.,, of the maintenance of actual com-
petitive steamship lines in the all-water route. He says:

“1In order to compete with the boat lines by the ownership of steam-
chips would require the Investment of a large sum of money, and to be
effective would require the actual movement of freight via the boat
line to the destinations proposed to be served. For instance, if the
Southern Pacific were operating a boat line from San Francisco to the
Atlantic coast to serve the ports of Charleston, Baltimore, Philadel-
phia, New York, and Boston, in order to be effective it would have to
actually transport the freight to those ports in regular service in com-
petition with other boat lines serving the same ports. -

“ Under the practice of securing relief from the fourth section, the
Bouthern Pacific bas been enabled to publish very low rates from San
Frapeisco via rail to Galveston and thence by water to the ports named,
and at the same time maintain no service. There heen no pretense
of service vin that line to Charleston, Baltimore, Philadelphia, and
Boston since these rates were published, and the only shipments made
have been several small lots into Charleston, Doston, and Philadelphia.
The rates to the other Porls as well ay Charleston have been held as a
club over any steamshg company that desired to serve those po
They could not do so with these published rates via the Southern Pacific,
which could be made applicable any day that the Southern Pacific feared
real competition of any independent water line. The publication of
these rates is and always will be a menace to water lines serving these
out ports, as they are termed, At one time it was the intention of the
American-Hawaiian to develop business to Charleston and Boston,
and the Luchenbach to Philadelphia, but the publication of these rates,
which are applicable only when 1t suits the convenience of the Southern
Pacifie, forestalled and eliminated the efforts of the independent water
lines to serve the out ports.

*“Mr. Lyon algo said:

“The uselessness of pretending to encourage a merchant marine is at
once appareut if the commission has authority to permit rail carrlers
to make less than reasonable rates in order to take from that merchant
marine the business which would otherwise come to it. * * =

“It is a matter of fact that the charging of less than reasonable
ratea between water points has had the effect of limiting the opera-
tion of boats. Whether this policy is to be continued may well address
itself to the legislative department of the Government, and we submit
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should play its part before the commission when it has before it
a question the determination of which marks the boundaries of our
merchant marine, * & * i

*The United States has expended about $400,000,000 in building the
Panama Canal, and indications ara that additional sums will be neces-
sary for its completion, The steamship companies utilize the Panama
Canal in u'nnn;gortation between the Atlantic and Paclific coasts. The
effect of nting those applicatiops under the fourth section is to
permanently turn business from the Panama Canal to the transcon-
tinental rail lines., This may only be done by permission of the
Interstate Commerce Commission. By granting this and like applica-
tions of the transcontinental lines, we respectfully direct the com-
mission’s attention to the fact thaf it is to a greater or less extent
decreasing the use of the Panama Canal, thereby decreasing its reve-
nues and thereby transferring the burden of its maintenance to the
taxpayers of the United States generally, by requiring direet appro-
priations for the Treasury in order to contlnue its operation.

“That the special exemptions from the application of the
fourth section granted to the railroads did and would have the
effect of preventing altogether water transportation and that,
notwithstanding such effect was expressly recognized, exemp-
tions thereunder were granted, is shown, in addition to the case
cited above, by the decision of the Interstate Commerce Com-
mission in the case of Monroe Progressive League v, St. L., M. &
S. Ry. Co. (15 L C. C., 539) : _

‘ Complainant argues that, inasmuch as low rail rates have greatl
reduced the steamboat traflic on the Mississippi River, water competi-
tion no longer exists at Vicksburg, and that, therefore, justification
for the lower rates all rail from St. Louis to Vicksburg through Monroe
is removed. The river, however, is still at Vicksburg, and any in-
crease in the rall rates sufficient to Induce the establishment of addi-
tional steamer lines would transform the diminished but strongly
potential water competition into augmented active water competition
which, once established, must continue,

“In the Nevada Railroad Commission v. 8. P. Ry. Co. (21
I C. C,, 358), Commissioner Franklin K. Lane said:

““We have thus traced the history of this protracted struggle be-
tween the ocean and the land earriers that we might clearly appreciate
the strategy of the rallroads and its effect upon the ocean-borne traffic.
One water route after another has been rendered innocuous. To meet
the competition of the railroads the tendency o 8 carriers has
been to shorten the time consumed in gassin by water from coast to
const. The clipper ship has been foreed to give way to the steamship
and the steamship has been compelled to transship by rail a portion
of the distance. The routes by way of Ca Horn and Btraits of
Magellan have been virtually abandoned. For nearly 40 years the
Panama route has been under railroad control. When an attempt was
made to reestablish this route as a vital competitor the railroads used
their own ocean and rail line to efiminate it from the fleld,. * * =
While they have subsidized, bought, and controlied the water carriers,
there has always been present to the mind of the traflic manager of the
transcontizental railroad the existence of the ocean and the possibility
of its use. Without a ship upon it the ocean has the power to restrain,
in some degree, the upward tendency of rall rates.

“It was thought that considerable advance had been made
in freeing ship lines from the control of competitive railroad
lines by the Panama Canal act. If, however, the competitive
railroad lines can accomplish their purpose by making less than
reasonable rates at the competitive points, or even by the per-
mission and possibility of doing so, and can then reimburse
themselves by higher rates at the intermediate points, and so
destroy water competition or prevent its establishment, it is a
far cheaper process for them than the control or ownership of
actual ship lines to be maintained for the purpose of fighting
off competitors. By this inexpensive process they can control
competition through the Panama Canal, or any other waterway,
and so render entirely useless the enactment of the law referred
to, prohibiting them from owning competing water lines.

“In exempting the railroads from the operation of the fonrih
section the Interstate Commerce Commission, in the Louisville
& Nashvyille case (31 1. C, C,, 493), permitted lower rates from
New Orleans to Nashville than to intermediate points on the
same line, and states:

* While there is no sugar moving to-da_},‘ between New Orleans and
Nashville by water, still the river is navigable and there is a possi-
bility of its moving that way. '

*“The effect of this is that while there was a possibility of it
moving that way, so far as the physical conditions were con-
cerned there was no possibility of it moving that way under
the rate as permitted by the commission.

“In the case of Lake Line Applications under the Panama
Canal act (33 1. C. C,, 712) the Interstate Commerce Commis-
sion says: -

*From an examination of the congressional debates from which tha
act emerged (referring to the Panama Canal act) it is at once clear
that the epirit which undobutedly prompted this legislation was a de-
sire to preserve to the common interests of thie people, free and un-
fettered, the * water roadbed " via the Panama Canal, which was near-
ing completion. Coupled as it is, the legislative purpose of the other
parts of the amendment with respect:to waters * elsewhere™ must
necessarily have been to restore all the water routeés of the country to
the same condition of freedom from any domination that would reduce
their usefulness.

“ Notwithstanding this recognition of the intention and pur-

poses of this section of the Panama Canal act, the commission
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has permitted the roads, notwithstamding the long-and-short-
Tiaul clause, to make such rates as wouldl prevent actual water
competition where none existed but was only potenfial. O
course the same ruling would apply to the Panama Canal and
utterly defeat the purpose defined by the commission in the
passage just cited. In fact,:the vevy existence of the eanal
itself, wlien open tor traffic, was made by the railroads the basis
of applieations to the commission for further exemption from
the long-and-short-haul prevision of the fourth section, amd in
the ease of the Teurth Section Application No. 204 et al. (32
I. Q. C., 622) the Interstate. Commerce Commission permitied
the railroads te: siill further reduce their rates to the com-
petitive water points and to maintain higher rates to the in-
termediate points for the express puwpose of taking business
from the Panama Chnsl, and rendered this epinion:

“ Wi are of the opinion: that these earriers shionld be permitted to com-
pete for this long-distance trafiic sa long as it may be secured art rates
which clearly cover the out-af-pocket cost.

““The railreads were: permitted: to- fix rates te the eoast that
were admitted to be less: than reasonable in erder to take busi-
ness from the Panama Canal. Under this a rate on stvuctural
steel from: Pittsburgh to. San. Francisee was fixed. ai- 65 cents
per hnmdred pounds; while the rate to Reno, Nev., from Pitts-
burgh was fixed at $ per hundred pounds, though the distance

from: Pittsburgh te Reno is 244 miles shovter than frem Pitts- |

burglt to Samn Franciseo;, and the shipment to San Franciseo
went aver tlie same line as that to Reno and passed through
Reno to its destination. Under this system. of course; the rail-
roads. secured the business which would otherwise have passed
through the eanal, and at the same time were relieved of the
expense of eperating a. competing line of boats..

“The uncertainty whieh exists with regard to the matter,
natwit:hshmﬂ!ng the order of the eommission of June 30; 1917,

I & €, 276), appears from: that deeision itself, as follows:

“When the water umrpetﬂim again Decomes: mﬂci’mtly m.ntrn]I
g in the judgment of tlie carriers to necessitnte the reduction

of the
rates to the coust cities to a Iowen Ims!.thmmmamnhl;bewnlled. I
the carriers

at intermediate may bring ther matter to our at-
tention for such relief as the CES may

“It is perfectly obwious that under this suggestion and in-

in order to enable: eitlier tor eperate; this constant menaece
sheuld be permanently removesd.

“In his report as Assistant Secretary eof Commerce, cited
abeve, Mr., Walter Parker says:

“At that time (the: second stage of tra tation my
America)

i in
railroad axpnnsiom was: proegeding at w move rapid paee
than the commerce of th was developing and railroad ex-

plaunm felt tHe neeessity rur conirolling all of the commerce- of t'bu

iy andl completely eliminating. the boats as. a factor = »
l'l-

“Under these couditions the railroads gained. a. practical. monopoly
of the eountry’s transportation: amd enjoyed' a perlod of great pros-
wﬂmi atiractiveness for the investor.

com the: railronds and keen riv.nlrr for the
control’ of road syatema resulted in ahnrt-siglmu[
froquent and persisten

t violation of lnwu
developed: aml entering protests against the
high enn.ngh:wo thahml rates, given by I:Immurnsdu to nawignble
Tt A sy o T et o S T
padmom!y mm it (p. 5. (DT et
“Tm an address before the Boston City Club, April 11, 1918,
Hom. George V. Anderson, late member of the Interstate Com-
merce Commission, sald:

“ But a large pm.'b—and I think the weight of oplnion is, the
traffic has been due to urﬁﬂci;fc 1y

part—aof the decay of water-borne
competitive rates. The long-aud-shortlhanl. (ptov!hton of the interstate

commerce act has been allowed to be set aside in order to meet water
competition, and ‘“mceting water competition'™ Has commonly re-
sulted in the destruction. of witer competition. During the last few
years this destruetion of water competidon— has reacted n : the ear-
riers. When a rail carrier is. snturated withr trafiic, additional trafiie,
causing congestion or a tmmendm expense for new facilities. is dis-
Smgarﬁannhej expensive: and. therefore unremunerative.. Untill about
: the rail earriers of the country wanted all the trafie
tiere wus. But during that year some of them became engorged, con
gested, overburdened. { large share of the Itcomotives whiclh wrmld
normally. have gone to Tﬁm: went nhmd This: made a

WOorse, en, almost for first n twoa mm
tions, the peopie swaka to. the fact, that t ha.d Deen
ishly destroying facilities: furnished: them: by thna

mmmbers abandoned: er
ent ri'om abeut 1840
our coastwise

Providence. ©Our canals nsva been in Tar,
u"lom:lsn t(t:: ri ]l.:lhnt e l;em degree,
» as our rivers and, to. a large
tm etation, =, * *

£, ing what we hope are the short-lived troubles; of the wam,
me relation of rail transportation to a properly developed water trans-
portation is of fundamental and permanent importa
deeper into the rate structure and try to analyze fundamental trans-

facts I am: w.rsn:lnd.- to. find. the exbant to which: the growth

of large cities Has been due to preferential rates. Railroad managers
bave come almost instinctively to regard water f{raflic as something

.k

| railronds are now all: under Federal: control i

- low bBut possibly
tiomately,
.80 that it is plansibly claimed:

andi mnmﬂmtihva- traffie.

secmingly fundamen
,the working population remains unsolved, and now confrouts
‘war matter of first impertance.
 pecognition: of the extent to: whieh, that urban, omrgmwth
eaused by artifieially rail mates,

hamlage for distribution to the back country.
system, whiclh explains, in @ Iarge measure, both the congestion

' City,. so as m gm: this movement of live-stoek, amnd tHen
e manufactured

ot

nee, As I probe

to be done to: death, fought witlout qpavter. Demember that the
that we have a unified
national tmnnpormtion o tmn thiat the Fodbtral control. act fust
passed by €ongress provi in express terms, in section 6, for de-
veloping: water transpevtation: as the axpense of the Fedaval Troasory;
that for months the claipy lns been thar we huave not the faellides to
hundle our tratfic,

“¥eb my attentionr was reeently ealled' to ecerinin. evidence intro-
duced by milroad witnesses im a case: now pending. [t was shown
that the cut-of-pocket cast of handling less than earlomi traflic at two
terminuls,. plus the cost of a W-mile laul, was about 30 cenks. for 100
pounds: In the same case the carriers asked the eommission for per-
mission: to. contione & rate for a hanl of shont 300 miles wlhich was
anly apout: L eent Migher than the 30-cent rate—this for tHe purpese of
meeting alleged water competiiion.  In other words, the carriers asked
ta be germilh!d tor continue in trafie which admitteﬁlr aid them only
L ecent for am extra haul of abent 290 miles. But this elaim of the
right tor take tratfie: away from the water earriers, even at a loss,
typicali of what has been. going; on for years.. with. results obvious to niI

*The destruction af water ities is-not the only nntoward resuit
of this uowise and injorious. sort of competition.  Rates, origmully

remunerntive,. have given such advan
advantageously situated cities that these cities have grown. dlspmpo:-
aly to themselves an overlomad of traffic with a re-
terminal charge, genemllw absorbed by the earriers,
there: are very many long through: rates
cities which,. im]udlns. temminal charges, show an
cs'ﬂr these railroads must
upon intermediste

sultaot

betwean our
actual, substom
beeame

?
This: results ln.

izing the: umine
. growth. of Iau:e cities. and. suppressing the pmper growth ef smaller
cities and' tow: & soeial,

need’ not now dwel! upon: the disturb
political, snd nwml problems of our overgrown eities. We agree

tha.t excessive urban growth is one or the evils of our modern soclety.
In some: of our eities the tal problem eof bousing
us as a
Few people have had any mteq‘uam

competitive b
“Tw the heprings on this bill former Senator Josepl L. Bris-

' tow: cited: mony illustrations. of rate diseriminations between

communities im violation of the principle of the long-and-short-
haul clanse, and stated.

‘““There is: mot a. small' ecommuuity” i the Tniteds States that does not
suffer as a resalt of this. diserimination,, sl there are 5 vast number

of Iarge communities that are at the mercy of those that are still
groater,

“He pointed: out that the policy of the railroads waus to ac-
quire moere transportation by @ systenn of rates which encour-
aged the development of distant points on the long haul, at the
terminals, necessitating a back hanl and! so mueli nmmecessary
This uneconomie

of cities and the breaking down. and blockade of tramsportation
referred to by Mr. Anderson, was described by Senator Bristow
as follows (hearings, p. 65) :

“The centering of the business: that I am now disouss in Kansas
& shipment
the- dressed produocts—back into

ofl products— meat;,
‘miles,. as the case may be; creabes

the country,. 50. o 100 er 250 on
a h er. and better paying business;
t gives thiem more tgmﬂt aut nt' the Buginess. It develops trans-
periation business for- rriers.. Now, that mtem hes prevadled
the Wnited. States, :mcLithasmul in. the creation of a

. unmcmry business, hecause it pays: t.ha m.rriem to  handle
i - t]iink timt the xystcm of rate making, wkich has resulted in- this
oS8 ine - terminals, at the expense of the smller

e 1.t. and: then make up the loss, if loss there wWas,
at were not on water by excessive rates,

ernment to-day would not

have destroyod water competition.

“If that had mot bm
be required to Bﬁnd. & b on‘ tlolla.rl

The system of
16 and Eﬂtm'ﬂm.- )
g&tgl xgd “tl;l maoxniud @ _ Eummm Commission, h

“Hon: €. C; m::m,, member of the Interstate Commerce
Commissiom, recently a. member of the Railroad Wage Commis-
sion, and one:of tlie: umpires of the National War Labor Board,
i a. thoughtful analysis of the problems. to. be solved Dy the
Nation im the: reabsorption: into) enr industrial lifer of the de-
mobilizedt Army, i a statement published July 28, 1918, states:

“What is needed in this country is a wiider diffusion of manufactu
industries: and the Ioesl - of the necessaries: of life: Proidnets
oun 08 are throughont the Iand, bot onder circum-
stances. of econum.lc waste as to demand a radical chonge,

“After describing thie enterprising effovts of the: Middle West-
ern and border Southern States to develop manufacturing indus-
tries in the period of renewed industrial activity following the
close of the Civil War, he calls attention to.the tragedies and
failures of so many of these undertakings, stating that there
were various eanses for their lnck of suceess, but that':

“Mast of theny should have survived, and: woulid: have: done so exeept
that influences were: at work that made success impessible.. Among
the chief of these was the fact that the railronds: favored L AN
fhoturing centers In: the: way of facilities and rates. * * * Lang
hauplk in large lots afforded attractive business that added to the aggre-
gate of the returns to the carrier from his (the traffic managev's) efforts,
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and led to his preferment by those higher up in the control and manage-
ment of the road.

% Competition for business at polnts reached by several rallroads was
keen and incessant. The more railroads that served a particular point
the keener the struggle between rival traffic officials for business. For
many years previous to 1900 and by many roads until 1906 rebates were
paid to secure business to such an extent that officials have frankly
admitted in evidence In proceedings before the Interstate Commerce
Commission that few carriers pretended to collect more than 80 per cent
of the advertised rates on shipments from competitive points.

o onds were built from business centers to business centers.
Bome reached the objective points by short direct routes, and others by
lozg indirect routes. The latter in order to do business at the com-
petitive points met the rates named by the short line, meanwhile main-
taining higher rates at shorter distance Polnts on their own lines.

“In the same way competition by boats on our inland and coastwise
waterways was met by all-rall earriers until transportation by water,
so far as our inland.rivers are concerned, has been nearly abandoned.
Cities and towns along these rivers, entitled to enjoy the cheaper water
trausportation, were deprived of the advantage of thelr location. * * *

“The result was that the factory in the small town ceased to operate
and its employees were compelled to seek employment in the centers
of production. * * ¢

“The result is that workmen and women in largest numbers live
under conditions that are not sanitary, wholesome, nor conducive to
good morals. This has happened in a country that is less densely
faopulnted than any of the t pations of the earth, and where there

room enough for every cit and resident to enfuy his full share
of imre air and sunlight and to live under conditions conducive to
health, morality, and happiness. * = @

“There are many considerations that dictate a relocation of our
manufacturing industries, * * =

© “Thoughtful study should now be given to the equalization of rates
for freight transportation and as to whether higher rates should for
the future be permitted for shorter than for longer distances over the
same line or route, the shorter being included within the longer dis-
tanee, and whether combinations of rates and transit privileges that
now unduly favor certain jobbing and junction points should be can-
celed and reasonable through rates established to all points. Trans-

ortation by boat on our rivers and coast lines should be encouraged
o relleve rail carriers at congested cities and ports,

"*The expectations of the authors of the fourth section, and
that these expectations have been disappointed in the adminis-
tration of the law, may be indicated by the following remarks
of Hon, John H. Reagan, at that time chairman of the Com-
mittee on Commerce of the House of Representatives (Cox-
GRESSIONAL REcorp, Vol, VII, pp. 7280-7281, July 21, 1880) :

“ The object of this important provision is to protect the people at
noncompetitive points from paying for the ecarria of the freight
shipped from the competitive points. It was found dificult to rllJm-
vide a rule which would be entirely equitable. It would not be right
to charge the same rate per mile for a long as for a short distance,
as the loa , unloading, preparation of trains, and handling wouldl
be the same in both cases, " In adopting the provision that no more
ghall be char, for the shorter than for the longer distance, which
includes the shorter, we did discriminate in favor of the long haul to
the extent of r(wldinF that no more should be charged for the shorter
than for the longer distance, thus leaving the provision so that if the
transportation companies find it necessary they maf charge as much
for the short as for the long haul. This rule recognizes the territorial
extent of the country and the character of shipments to be made.

‘It enables the transportation companies to carry in and flour
and meats from the productive fields of the West as cheaply as from
Illinois, Indiana, Ohlo, West Virginia, or from the western part of
Pennsyfvania or New York to the seaboard.

** Justice and fair dealing counid surely require no more. And in pre-
venting charging more for the short than for the long haul it conforms
to the rule adopted in the State constitutions of Pennsylvania, Mis-
souri, Arkansas, and California and by the statute laws of Massachu-
setts and other States.
~ “Hon. Shelby M. Cullom, of Illinois, chairman of the Senate
Select Committee on Interstate Commerce, said in the Senate,
April 14, 1886 (CoNGrESSIONAL RECORD, Vol. VII, pp. 3472, 3477) :

“ Bection 3 (of 1532 as r?orted) in general terms prohibits undue
discrimination against localities, but section 4 is more specifically di-
rected against that evil, by prohibiting a greater aggregate charge for a
ghorter than for a longer dstance over the same line, in the same direc-
tion, and from the original point of departure, This is the general
declaration made, and it is agreed that this is the principle that should
be observed as a general rule,

“ Senator Cullom then proceeded to argue that there were ex-
ceptional eases in which this rule ought not to be absolutely ap-
plied. How far the result has been from the expectations and in-
tention of Senator Cullom, who himself was among the most
conservative of the framers of the act in regard to this particular
regulation, is shown by the fact that the exceptional ease which
Senator Cullom had in mind has not only taken the place of the
general rule, and reversed it, but has in fact become the universal
practice, so that the evil of discrimination between communities,
which was intended to be cured by this legislation, became more
widespread and intense than before.

“The bill, as introduced in the House by Mr. Reagan and as
passed by the House, cuntained no qualifying clause as to “ sub-
stantially similar circomstances and conditions ™ and no proviso
giving authority to the Interstate Commerce Commission to
grant exceptions from its application.

“The fourth section of the Senate bill, as reported by the
Senate committee, as will have been noted by the citation from
Senator Cullom’s remarks above, in addition to this qualify-
ing phrase and proviso, contained, after the word *direction,’
the words ‘and from the original point of departure.’ In the

vote in the Senate on May 5, 1886, these words were stricken
out under the leadership of those who favored a stronger long-
and-short-haul clause. In conference the words ‘the shorter
being included within {he longer distance’ were inserted after
the word ‘direction’ in the place of those which the Senate
had stricken out. Those who favored an absolute long-and-
short-haul clause supported the House bill in this respect, but
in conference a compremise was effected by the insertion of
the words just quoted and the retention of the qualifying phrase
and proviso mentioned above. It was believed by all that under
the fourth section, as so framed, and which was finally enacted
into law, the general rule would prohibit the charging of a
greater rate for the short than for the long haul, but that in
exceptional cases relief from it might be granted.

“ Senator Isham G. Harris, of Tennessee, member of the Sen-
ate select committee, said, January 11, 1887 (CONGRESSIONAL
REeconn, Vol VII, pp. 527, 530) :

“Most of those who oppose this section (as agreed upon in con-
ference) clalm that it fixes the.same rate per ton per mile for the short

as for the long haul. guage could not be selected which
would more clearly negative that idea than the language of the sectlon

oes.

“ The plain meaning is that the carrler shall not demand a larger
gross sum for hauling a carload of n or other freight over a part
of its line than it demands for hauling a similar carload of the same
class of freight over its whole line,

Ll e ) e Erovlso of the fourth section confers upon the
commission full and complete power whenever application is made to
the commission and the commission has become satisfied after in-
vestigation that this is an exceptional case under exceptional circum-
stances which require that the railroad in question should be relieved
from the general rule prescribed by the fourth section.

“In the amendment of 1910, eliminating the phrase ‘under
substantially similar circumstances and conditions,” it was ob-
viously intended and expected to strengthen the section and to
prevent the discriminations in favor of the long haul which
had continued under the act of 1887. There could have been
no other purpose in view, and the debates of Congress show
that this was the intention. As pointed out above, however, the
purpose of Congress was again wholly defeated by reason of the
proviso authorizing the Interstate Commerce Commission to
grant relief in special cases. Under this, as before, the special
cases became the universal rule and the situation remained
substantially unchanged; and it is evident the only way in
which relief from these discriminations can be obtained is by
removing the invitation which the section, both in its original
form and after the amendment of 1910, contained, to the rail-
road, to apply to the Interstate Commerce Commission for ex-
emptions from the application of the fourth section. The dis-
cretion being vested in the Interstate Commerce Commission,
the commission upon application felt compelled to exercise the
jurisdiction thus conferred upon it. If the diseriminations
which have wrought so much injustice to the South and West,
and, to a lesser extent, to the North and East, are to be re-
moved, it is perfectly evident that this invitation must be with-
drawn and this jurisdiction to grant relief from the act must
be repealed and the act must be made mandatory and absolute,
as provided by this bill.

“The rule should be that the railroads should be allowed to
compete with water transportation as far as they can do so
without making discriminatory rates between communities.
The only interest which the railroads can have in seeking ex-
emption from the fourth section is to destroy the water lines
and get their traffic; because, as to mere comparative rates,
just as large a revenue can be obtained by such an adjustment
of rates to the coast and to interior points as to avoid dis-
erimination.

“The destruction of intercoastal shipping refards the devel-
opment of an American mercantile marine in the foreign trade,
as the two are closely related and interlocked. If a flourishing
intercoastal mercantile marine were developed some of its ships
would touch at many foreign ports and others would make the
intercoastal voyage a part of a continuous voyage between for-
eign and domestic ports. The handicap which raliroads have
put upon the development of intercoastal water transportation
has been one of the most potent and deterrent factors preventing
the development of American shipping in the foreign trade.

“If the ship lines could not meet railroad competition, would
it be claimed that the interior should be taxed to subsidize them
in order to enable them to do so? Regardless of the merits of
the general proposition of a ship subsidy, certainly the proposi-
tion that this subsidy should be paid by only certain portions of
the country, while others should be relieved from it, would not
be considered for a moment; and yet this, to all intents and
purposes, is the privilege which the railroads claim to enable
them to meet water competition.

“ By driving away water transportation, not only are the
Pacific ports deprived of its benefits, but the interior as well,
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since such points as Spokane would be enabled to get the benefit
of the water rate plus the local rate to Spokane. It is assumed
by some representatives of the railways that the ship lines, if
allowed to engzage in this business, would get practically all of
the coast traffic. 'This is mwanifestly not the case, since it was
testified by railroad officials themselves in the hearing that much
of traflic would move by rail regardless of the water lines and, as
has been recently demonsirated, the railroads would receive as
minch business as they can efficiently handle, notwithstanding
water competition, and the people would be willing to pay for
it reasonable rates so long as they were uniform to all and un-
Just discrimination was abolished.

“When frelzht rates were last year arbitrarily increased 25
per cent the diserimination against the interior was greatly in-
tensified. While the interior was already suffering from the
unjust burden of higher rates for shorter hauls the flat increase
of 25 per cent on all Tates in the section covered by the increase
resulted In a larger absolute increase for the intermediate
points than the sane percentage prodoced when applied to the
lower rates at the favored long-haul points. Te still further
widen the breach and aggravate the ineguality of burdem the
percentage war tax on all freight bills was, of course, much
larger on the higher freight bills of the interier polnts than
upon the lower bills of the favored localities. In this way the
ariginal injustice was made the basis for a series of still fur-
ther injustice and burdensomre discriminations. As said by
Mr. A. J. McGehee, secretary of the Association of Commerce
of Jockson, Term., in the Traflic World, Jamuary 4, 1919

“The recent raise in freight rates of 23 per cent on the dollar re-
sulted in a very mnch greater increase of high rates to the in-
terior than it the t]f: riite to themri;:r c:;ts! for m&r&ﬂgﬂ
inmeinde!tmim.tsper Mmmnmtge:omcmmmr
point, already, wmwut any msm:ahle excuse, being $1 per bundred,
is now $1.25 hundred.

“ 1t is taxation without reprusmhtlon becouse there has not been,
and Iz not now, ene single persen who has authoritiy or a vote in the
matter of fixing these rates who lives in zuul has his personal fortune
hlvuted in any of these interior nts, * = 1t is taxation with-
ﬁe‘m o becanuse there is mo possibl sation

¢ reinrn Dor com
the raliroads, to Lho people of the interier, resul from
of this cxeess tax.™

“As indicating in total results {he enormeus surtax laid npon
the people of localities against which this discrimination is
praeticed Mr, J. B. Campbell, of Spokane, Wash,, a thoroughly
welldinfornied and respensible witness, who, as the representa-
tive of the Spokane Merchants' Association, has studied the
sitnation for years, in the hearings upon this bill, page 136,
said:

“Th, f trapsportation t
tain te:rizgy?r year I.s £$11,9907,248. Thg“%?ymmp:rmﬁ?hw&

: The average excess war tax that will have to be
m t-zamonnuln territory upon a similar amount of traflic
maunt. per %mr—df it Tam_a year—to §358,917.44, or §29,995.12
parmanthorm‘fperd.ay. Now, excess war tax. Just think of
that for a moment.

“In the hearings, page 135, Mr. Campbell testified that the
annual intermountain freight tonnage hauled by the railroads,
tonmage on which were pald excess freight rates, amonnted to
2904312 tons. This estimate he arrived at by taking actual
fizures for four months of 1916 as supplied by the railroads.
Mr. Campbell testified that this intermountain tonnage-paid
an average excess over the coast rates of 20 cents a hundred or
$1 a fon, making an annoual total of $11,997,248 excess freight
rates paid by the intermountain conntry.

“Opne of the most iHuminating and rather astonishing fea-
tures of the discriminatory rate system, whereby the long
haul or end-of-the-line points are given less than reasonable
rates, based merely on the so-called ont-of-pocket cost, because
it is argued there is water competition at thoese points, is that
in a shipment, for instance, from New York, which passes over

several conmecting lines, making a joint eharge for the irans-
portation, those limes which reach New York, the seaport,
recelve exactly the same rate whether the shipment is con-
sigped to, we will say, Seattle, the terminal point, er Spokane,
the interior point; and the enormous surplus which is paid
upon a shipment to Spokane, as against a shipment to Seattle,
is wholly received by the lines west of St. Paul. In other
words, while the discrimination is based on the argument or
nssumprlun of water competition, the increased rate charged
for the shorter haul is wholly collected and absorbed by a line
which has no water competition whatever between ifs eastern
terminal at St. Paul and its western terminal at Seattle, which
shows that the excuse given for {he discrimination is alto-
gether fictitious. Mvr. Percy P. Powell, a prominent wholesale
merchant doing business at Spokane, Wash, in his testimony
before the joint committee of Cougress, which is reprinted at
page 82 of the hearings on this bill, sald:

“The rate on canned goods from New York te Epokane is $1.10
per hundred and the minimom is 60,060 powmnds. The revenpe en &
cnr of canned goods from New York to Spokane on tkat minimem is

whereas the rate to the Pacific coast, which is 85 cents a
lmnl’l'ed with the same minimum, produeces a reveune of GS[Q, the
Tate w earning $150 moere than the rate to the acific coast.
The earn ;150 more by dropping that commodity nt a paint
342 miles closer the Pacific teast point of destination,
follows: The limes cast of Bt. M'add en the

recelve $180. which is sime amonnt they receive
if the car goes Unuug-to Beattle or the Pacific coart termigals, and
the lines west of St ul on that same trafiic racelve $470.62. Now,
whetbcrtﬂsnrdmmnmmmwnm tion or

ot, the e lines, or the eastern deliver that car from
)-ew!’or\kmst.rxnlumdly the same rate, * * & “The excess
frelght we pay om those iz paid 1he western line that bhauls
tllemn-\om Paul to mcm I'routy, and in
fact all the ers of the e stated -nhso!-ntel: that
water ﬂnndmnotmnbetwmﬂt l‘un!am'.lSpo

“ Industries will not be developed at imterior {mints on the
basis of temporary rates. Neither will boat lines be estab-
lished =0 long as the old system is liable to be restored at any
time by which the raflroads would be allowed to make rates
at terminal points which woeuld kill off water transportation.
Rate uniformity must be put upon a permanent basis, as would
be the case if 8. 313 should be enacted inte law.”

The PRESIDING OFFICER. The gqoestion is wupon Lhe
amendment offered by the Senator frem Washirgton.

Mr. CUMMINS. Mr. President——

Mr. POINDEXTER. 1 was just going to say that while I
hope that the consideration of the amendment may not be de-
layed, I ask imanimons consent that it be passed over, so far as
the vote is concerned, until te-morrow.

Mr, CUMMINS. I rose to say that the Senator from Michi-
gan {Mr. Tewxsesp], who, as the Semator from Washington
will remember, p the amendment to the presemt law
which is found in the bill new before the Senate, desires an
oppertunity to be heard a moment upon that phase of the sub-
ject, and 1 have sent for him, and he will be here at once.

Mr. ATOSES. AIr. President, there is still another Senator
who I understand wishes to be heard on the amendment, who
is mot in the city to-day, but whe expects io be here to-merrow,
I believe. If the Senator from Washington will consent that the
vote shall be taken on this amendment to-norrow it will greatly
accomnodate that Semator.

Mr. POINDEXTER. I asked that the amendment be passad
over until to-morrow.

Mr. MOSES. I beg the Senator’s pardon. T did mot under-
stand that he had asked that it be passed over until to-morrow.

Mr., CUMMINS. 1f the Senator from Washington consents
to passing over until to-morrow the amendment which he has
proposed, I hope he will withdraw it, o that other amendments
may be offered and we can go forward with the bill.

The PRESIDING OFFICER. The Senator from Washington
has asked pnanimous consent, the Chair understands, that the
voie on his amendment be passed over untif to-morrow.

Mr. POINDEXTER. Yes, that was my request. T <o not
think it is necessary to withdraw it, if by unanimous consent
it is passed over. We frequently do that.

The PREBIDIXG OFFICER. 1Is there objection te the re-
quest of the Senator from Washington?

Mr, CUMMINS. I assume that that can be done so as not
to interfere with the offering of other amendments and going

on with the bill,

The PRESIDING OFFICER. The Chair so understands it.
if there is no objection, such will be the order.

Mr. GAY. Mvyr. President, I desire to offer an amendment at
this time.

The PRESIDIXNG OFFICER. The amendment will be read.

The Seceerary. In the first print of the bill, on page 66,
after line 21, insert:

BEC. 31i. The igions of thJs act vela to th A -
snﬂdatlon,lor Fed%v incorpo’ ration of ‘mre iers mﬂ,e m&musnnem:t
of rates, fares, and charges in rate districts returns
seribed herein, nnd ihe of
esme of carriers by rail not be comstrued toa,ppiy tonralﬁct
any belt line mi.lrom!. terminal switching ra r other terminal
facility, owned exclusively and mnintu.'med o'pented and controlled
by any Btate or political subdivision thercof,

Mr. CUMMINS. Mr. President, as I view the bill, T think
the substance of the amendment now proposed by the Senator
from Louisiana is aiready in the bill, in even a broader form
than is contained in the nmendment. I have no objection what-
ever to it, so far as I ean assent to the adoption of the amend-
ment.
© Mr. SMOOT. Mr. President——

Mr. GAY. 1 yield to the Senator from Utah.

TR e e e e R e e e
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Mr, SMOOT. I was just going to say that the Senater from
Town has made in regard to five or six other amendments the
same statement just made in regard fo the amendment offered
by the Senator from Louisiana, and really I can not see why
we should adopt amendments that are already covered by pro-
visions of the bill. It seems to me it is simply lumbering the
bill, with no good whatever coming from it.

Mr. GAY. Mr. President, this matter was discussed rather
exhaustively last night, and as there seemed to be some differ-
ence of opinion as to the possible interpretation of the amend-
ment presented on yesterday, I have had this amendment
drawn which I now offer as a substitute. The object of the
amendment is to exempt publiccowned belt railroads, belt
railroads which are exclusively within the confines of a State,
similar to the one owned by the city of New Orleans, from the
provisions of the bilL

Ar. SMOOT. Very well; I have no objection. I suppose all
such questions will be thrashed out in conference.

Mr, GAY, I was going to suggest that, if the amendment
counld be adopted, ¥ would not care to take up the fime of the
Senate at this time with any lengthy discussion. The amend-
ment was gone into in some detail last evening; but if it is
desired that I should go into a discussion of it, I am prepared
to do so.

Mr. SMITH of Georgia. Mr. President, I wish to ask the
Senator from Louisiana, ns I was not here last night, just a
little about the effect of the amendment. Does it exempt State-
owned roads from the operation of the bill, and to what extent?

Mr. GAY. It exempts belt-line railroads and terminal switch-
ing railroads owned by any State or political subdivision
thereof. The Senator from Georgia is now referring to the
amendment which I first offered. I have withdrawn that

t, and this is a substitute.

Mr. SMITH of Georgia. Then I would like to hear the sub-
stitute stated. I have read the other amendment.

The PRESIDING OFFICER. The Secretary will read the
amendment.

The Secretary read the amendment.

Mr. SMITH of Georgia. I understand the amendment ap-
plies only to belt lines?

Mr. CUMMINS. Belt lines, switching facilities, switching
tracks, and the like.

The bill does not propose to control belt lines, switehing
facilities, plant facilities, and other transportation instru-
mentalities of that kind, nor does it propose to take from such
facilities their earnings or regulate their earnings in any way
whatever, as I understand the bill

Mr. SMITH of Georgin. My interest is not in the belt lines.
The State that I have the honor to represent owns a main line
from Atlanta te Chattanooga, which is the most valuable prop-
erty owned by the State. It was leased out for a term of years
by the State, and if was to see the effect upen that line that
I was espeeially looking at the amendment. It does not touch
it, and therefore I have no suggestion to make. I may eon-
clude, however, that a further amendment to take care of the
line to which I refer will be necessary.

Mr. OVERMAN. Mr. President, I do not want to interfere,
but I prefer the original amendment. Of course, if the Senator
changes it to suit the New Orleans situation I shall net object,
but I should be glad fo support an amendment like that origi-
nally offered, which takes care of a State's property,

Alr. GAY. That amendment was withdrawn, and therefore
this Is the only amendment that is before the Senate.

Mr. POMERENE. The Senator from Yowa [Mr. Cumains]
o moment ago referred to the gemeral provision in the bill
’Ihatlproviso is to be found on page 22, as I recall it, and reads
as follows:

Provided ﬁ;rther, That terminals, beli-line
other sbert and

railways, tap lines,
mes of opmmdby%h"t'hctv “r'iu’f.%'i

o
ted or in such

%'nansyo blly :ﬁtxm lidatlion, ma mtlxe clu?eﬁdj if, i a:hto &?zment
ca ca e of consol 0 ex , in
of the it is for the public fntem’;t. e3

The PRESIDING OFFICER. The question is on the amend-
ment of the Senator from Loufsiana [Mr. Gay].

The amendment was agreed to.

Mr. FRELINGHUYSEN. Mr. President, I offer the following
amendment, which I ask may be read.

The PRESIDING OFFICER. The Secretary will read the
amendment.

The SECRETARY. Add at the end of section 21 a new seetion,
to read as follows:

For the purpose of MImtﬁ carriers by raflroad subject to the com-
merce act pri ly to serve the public dm-f:;g the transition period im-
mediately the termination of Federal control, sach
carrier may, at any tima after the pﬂl:gool this aet and ore the
expiration of two years after the termin n of Federal control, make
applieation to the transpertationr board hereinafter created for a lonn

from the Unifed States, setting forth the amount of the loan and the

i ge wites ISl B pmest SRS i S0, B e b
. ap , the ros ve a o

=0 “mtgga loan gnd meet ?!':e mn?remems of its &!ﬂutjons lg that

rd and value of the security offered, and the extent
to which the public convenience and will be served. The
application be aceompanied by statements showing such facts and

details as the board may require with respect to the gnieal situation,
ownership, eawnﬂmtiz{: tnngtedness, contraet ohligntlona. operation,
and ecarning power of the applicant, together with such other facts
relating to the propriety nm'lp expediency of granting the loan spplied
for and the ability of the applicant to make good the ebligation as the
beard may deem pertinent to the inquiry.

(b) If the board, after such Imu'i.nf and Investigation, with or with.
out notice, as it may direct, finds that the making, in whole or in part,
of the p loan by the United States is necessary to enable the
tﬂllmﬁ properly to meet the transportation needs of the people, and

t the proufpect ve earning Eower of the appliecant and the character
and value of the iy oifered are such as to furnish reasonable
assurance of the a{gl“l;-;n 8 ability to repay the loan within the time
fixed therefor, the may cer to the of the Treasury
its ﬂndln;g: of fact and its recommendations as to the amount of the
loan which is to be made; the time, not execeding five years from the
making thereof, within which it is to be repmid: the cliaracter of the
sge:lhrltymwhich is to be offered therefor; and the terms and cenditions
[ e loan,

(c) Upon receipt of such certificate from the board, the Secretary of
the Treasury, at any before the explration of 26 months after the
tion of Federal econtrol, is nnthorized to make a loan, not ex-
the um amount recommended in such certificate, out of

in_the revelving fund provided for in this seetion. Al
such loans shall bear Interest at the rate of 6 per cent per annum,
payable semiannuoally te the Seeretary of the asury, and te be
Elued to the credit of the revelving fumd provided for in this seetion.

time, not execeed five years from the making thereof, within
which such loan is to repaid, the security which Is to be taken
therefor, which shall be ndeqhate to seeure the loan, the terms and
conditions of the loan, and the form of the obligntionm to be entered
into, ghall be prescribed by the Secretary of the Trmufi.

(d) Loans so made shall be preferred liens upon the income and
mpertyotthespplimtm the same manner and to the same extent

t certificates issued by recelvers appointed by United States courts
are preferred liens n fhe income and property that is being ad-
ministered by the :

(e) The board or the Seeretary of the Treasury may call npon the

ederal Reserve Board for advice and assistance with respect to any
such applications or loans.

(f) ere Iz hereby appropriated, out of any moneys in the Treas-
7,201 o bl B s ok S o, aich e
vided for in this seetion. ] = .

AMr. FRELINGHUYSEN. Mr. President, the amendment as
written is identical with section 208 of H. R. 10453, the hill
passed by the House and now on the Senate calendar with
notice of a motion to strike out all after the enacting clause
and substitute S. 3288 as it shall be amended, except that the
phraseology is brought into harmony with 8. 3288 by substi-
tuting the words “ transportation board * or “ beard ” for * com-
mission,” and the substifution of $750,000,000 for $250,000,000
as a revolving fund.

The creation of such fund was not urged upem the Senate
committee by anyone until a few days ago, when & situxtion
presented itself in the market for investment funds.

The Senate eommittee has not considered the amendment, but
I believe it is so important to the country to properly finance
the roads after they are furned back that the eonference com-
mittee should at least consider the maximum amount needed to
meet the financial requirements of the roads which are turned
back in my opinion not in as good condition as when they were
taken over.

It had been assumed that upon the return of the roads under
proper safeguards for their finaneial welfare they would be able
to borrow capital from the investing publie. It now is learned -
that a committee of bankers advising im respect to the proposed
general equipment frust fo take care of ears and locomofives
purchased by the Director General has advised that market
conditions are not favorable now to the placing of even that
gilt-edge security, and as the obstacle is, therefore, a guestion
of credit supply, the apprehension is expressed that less at-
tractive securifies offered by the railroads during the coming
year may be ne more successful.

The vital public interest in adeguacy of facilities and service
in the immediate future seems to require that in the absence
of a publie market for raflroad securities Congress should pro-
vide a credit with which the roads can proeeed with essential
work. The House bill provides $250,000,000 for this purpose,
The Senate bill confains no such prevision. Under conference
rules if the Senate shall not aet on this aspeet before sending
its bill to the conferees would be Nmited to con-
sidering sums between $250,000,000 and nothing. ¥u view of
the prospect of early passage of the Senate bill and the lack of
opportunity thus far since investment conditions became clear
for deliberate study of the situation, this amendment is intro-
duced, putting the figure at $750,000,000 in order that the eon-
ferees may, under the rules, consider any ficure which may
later be deemed wise between $750,000,000 and $250,000,000. To
autherize such a revolving fund does not mean that the total
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sum ever will be loaned. What is now proposed is to place the
conferees in position to use their judgment in the light of in-
formation which may become available.

The sum of $750,000,000 is the figure suggested in conversa-
tion by Director General Hines. He does not expect that the
carriers will be able actually to expend in that time more than
five or six hundred millions, but thinks it will be necessary for
them to make commitments in addition to these sums so as to
provide for continuity of work.

In the event that there should be protracted delay in plae-
ing railroad loans with the investing publie, there will be a
number of fixed commitments to meet. The chairman of the
House committee, Mr, EscH, in his report to the House on
H. R. 10453, pages 38 to 41, sets forth the amount of securities
now outstanding which will mature in 1920 and require new
capital for their discharge, This item is $221,234,692. During
1920, also, will come due one-fifteenth of the sums to be paid
on the rolling stock already purchased by the Railroad Adminis-
tration, or about $25,000,000. Improvements other than rolling
stock already contracted for are estimated by Mr. Powell,
Director of Capital Expenditures of the Railroad Administra-
tion, at from two hundred to two hundred and fifty millions of
new money. This is a total of $446,234,692. If total dependence
for new capital had to be placed upon the revolving fund of
$750,000,000 this would leave $303,765,318. The Director Gen-
eral spent for additions and betterments in the last year for
which statistics are available, 1918, about $576,000,000. The
average for 10 years, as shown by the reports of the Interstate
Commerce Commission, was about $579,000,000. Deducting
from the 1918 figure the $200,000,000, which was Director
Powell's minimum estimate for additions and betterments
already contracted for and now under construction, not includ-
ing any rolling stock, this would leave about $379,000,000 of
capital improvements not provided for. It is generally known

that the year 1919 has been a period of heavy deferred improve-

ments on account of the near approach of a return to corporate
operation. L

It, therefore, seems obvious that an insurance of $750,000,000
of loans would be moderate in case investment conditions
should continue for any length of time as they now are, and
the public is to be served with facility. At least it appears
prudent for the Senate to permit the conferees the latitude sug-
gested. :

Mr. President, I called Mr. Hines on the telephone and
asked him in regard to the capital requirements of the rail-
roads for the present year, and I now ask the Secretary to
read his written reply.

The PRESIDING OFFICER.
tary will read.

The Secretary read as follows:

Uxi1TED STATES RAILROAD ADMINISTRATION,
Washington, December 11, 191,

Without objection, the Secre-

Hon. Josera 8. FRELINGHUYSEN,
United States Senate, Washinglon, D. C.

DeAt SENATOR FRELINGHUYSEN : Yesterday afternoon you telephoned
me to get my estimate as to the capital expenditures which ought fo be
provided for the railroads for the calendar year 1920,

This morning I have again gone over this question with the Director
of our Division of Capital Expenditures, and as a result express the
Iollowlu%nns my judgment:

Your inquiry resupgoses that the capital expenditures would be
planned and carried out by the railroad companles. On that assum
tion it must be borne in mind that the companies will require time to
formulate and adopt plans and arrange for financing. This will all
require considerable time, and it is not Erobahle that the companies
would be able to enter in a confident and effective way upon the making
of provision for either betterments to roadway or acquisition of addi-
tional roilln%' stock upon an extensive scale prior to March 1 next.
The amount that they would be able to spend in the ealendar year 1820
would be wnsldemblymurtailed by such a late start in putiin;r- thelr
ylans into effect. Taking thls into consideration, my judgment is that

400,000,000 wonld represent ag{:mxinmtely the expenditure of cash
which they would actually be able to make in the remaining part of
the ealendar year 1920. There is a possibility that this might be some-
what ex ed, but I do not think, in any event, it would go berond
£500,000,000, and I think the pm'hahﬂity is much more in favor of

£400,000,000. =

I do not mean by the foregolng that the figure of $400,000,000 rep-
resents the full amount that ought In the public interest to bhe ex-

nded during the year 1920. On the contrary, I should say that at
east 5O per cent additional ought to be expended in order reasonably
to provide for the needs of the public service; but, in mg opinion, this
larger and more desirable provieion can not be made because of the
delay which will inevitably be connected with the transition back to
private control and with each com];nny thereafter making its own inde-
pendent plans and necessarily waiting until it can obtain some more
doﬂnltes} ght ?s to its financial status.

ncerely, yours,
¥ ¥ WALEER D. IiNES,

Mr. FRELINGHUYSEN. Mr. President, I think possibly my
view on this question is one that may not accord with that of
other Senators. I look upon it as good business for the United
States Government at this time, when the credit of the trans-
portation system of the country is at its lowest ebb, when the

underlying securities are selling at figures which have not been
reached before in 20 years, and when it will be almost impos-
sible for the railroad companies to borrow sufficient funds to
rehabilitate themselves when they go back into private manage-
ment, to enact such legislation as is proposed in the amendment.
I have but one interest in the matter, and that is to see that
this transportation system, which, when it was turned over to
the Federal Government was the best system of railways on the
face of the globe, is properly rehabilitated.

The United States Government has been in control of the rail-
roads for over a year and a half.

The railroads have had to stand the burden and pressure of
war. They are returned to their owners at a time when their
credit, as I have said, is at the lowest ebb. No one can esti-
mate the amount of damage caused by their usage during the
period while they have been under Government control. It is
estimated at 10 per cent, and in some quarters as high as 20
per cenf. That would run into several billion dollars; but even
80, we know that the rolling stock of the roads was never in
such poor condition as at present; we know that there are
improvements which have to be made; and if the transportation
system is to be immediately restored the roads must have money
in order that they may be put into eflicient condition.

In addition to that, there are maturing railroad obligations
expiring in 1920 which will have to be refunded. I feel that
when the roads have served the Government and in fact the
world so well, and through their use we have been enabled to
win the war, when they are returned to their owners the Gov-
ernment can do no better than to give them sufficient credit in
order that they may make the necessary improvements imme-
diately and restore the efficiency of the transportation system.

Therefore, with the idea in-view that the country's best in-
terest will thereby be served, I have offered this amendment, in
order that the conference committee may consult with Director
General Hines and ascertain the sum needed for the rehabilita-
tion of the roads and that the United States Government may
further sustain the roads by loaning the necessary funds for
such rehabilitation.

The PRESIDING OFFICER. The question is on the amend-
ment offered by the Senator from New Jersey [Mr. FrReELING-
HUYSEN].

Mr. CUMMINS. Mr. President, the subject of the amendment
which has just been offered by the Senator from New Jersey
was not presented to the Committee on Interstate Commerce,
and I know nothing with regard to the views of the members of
the committee upon it. It is impossible, however, for me to
allow the amendment to be submitted to a vote without express-
ing my opinion with regard to it,

The House of Representatives has proposed to appropriate in
the bill §250,000,000 as a revolving fund, to be used in making
loans to railroad companies after their properties shall have
been returned. I have hoped, Mr. President, that Congress
would adopt such legislation, fair to the railroads and fair to
the publie, as would enable the railroads to command the ecredit
necessary to meet the exigencies of the coming year.

I am not willing to assume that the railroads can not, under
the legislation which shall finally be adopted, borrow the money
which they unquestionably will need. I do not doubt the state-
ment of the Senator from New Jersey that the railroads will
need during the coming year for additions, betterments, and
other expenditures that are chargeable to ecapital account, to-
gether with the maturities of their funded obligations, quite
$750,000,000. There can be no real question with regard to their
requirements in that respect.

Mr. POMERENE. Mr. President:

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from Ohio?

Mr. CUMMINS. I yield.

Mr. POMERENE. I am very much interested in the state-
ment the Senator is making. As I was able fo follow the state-
ment made by the Senator from New Jersey, it was to the effect
that the Director General of Railroads was of the opinion that
$400,000,000 would be required, or, at the outside, not to exceed
$500,000,000, and that, in his judgment, $400,000,000 would be
more nearly corrvect., That being so, why should we provide
$750,000,000 for the purpose indicated?

Mr. CUMMINS. I am not suggesting that we provide for
$750,000,000, If the Senator will wait for just a moment I will
give him my view upon that.

Mr. POMERENE. Very well.

Mr, CUMMINS. I said a few days ago, and I have no doubt
about the accuracy of the statement, that there ought to be
expended upon the railways of the United States not less than
$750,000,000 during the coming year. The Director General
states in his communication that in his judgment not more
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than §100,000,000, in view of the lateness of the season, can be
well er properly expended for these purposes; and fo that we
must add, of course, $140,000,000 or $150,000,000 of wobligations
which will mature during the year; but, ‘as I remarked a few
moments ago, it seems to me that Congress ought to assume-that
the legislation which ds to 'be adopted wvill engble the railroad
compuanies to borrow what money is needed for these purposes.
Se I have not been able, and I am not now able, to give my
concurrence to the proposal that there be $750,000,000 appro-
priated to be loaned to the railroad companies during ‘the com-
Ing year. To me that is a confession that private management
and operation wre substantially impossible.

1 can see no reason in the situation for believing that ‘the
railroad companies can not, upon good security, borrow money
just as readily, though mot, possibly, at as low a rate of inter-
est, during the coming year as they can borrow money «during
the year following the coming year or amy other year in the
future., If I did mot believe that the legisiation which will be
adopted by Congress would put the transportation system of
the United States in position to take care of itself and be sus-
ceptible of private management and private operation I would
not be in favor of returning the railroads to their present
owners. If the Tuture ‘shall develep or shall show that we are
mistaken in that respect and that the railroad companies can
not borrow the money which is necessary for adequate facili-
ties and Tor adequate service, that will be the time, it seems
to me, for them to come to Congress for the loan swhich is con-
templated in the amendment.

To me the suggestion implies great doubt of the efficacy of
the legislation which we are proposing, and inasmuch as I
do not maintain a doubt of that character T can not support
the amendment proposed by the Senator from New Jersey.

1t may be true that the railroads are wot in as good condi-
tion as they were when they were taken over by the Govern-
ment. That is a matter of dispute, and I do not pretend fo
have the facts necessary t6 enable 'me to form an oepinion upon
the subject with respect to the railroads as a whole. I know
the situation with regard to some of the railroads; but even
if the condition stated by the Senator from New Jersey exists,
it seems to me that it is fully met by the obligation on the part
of the Govermment to return these properties to their owners
in us good condition as when they ‘were taken on the 1st of
January, 1918, The Government of the United States must
pay for any difference in condition, if that condition be ad-
verse to the Government, and so far as an appropriation being
necessary to meet that obligation is cencerned, I shall be in
favor of it the moment the condition appears and the moment
the fact is shown, for I hope the Government never will be
careless or indifferent or even slow in responding to any obli-
gation into which it has entered, but I .can not see that that
consideration can support the approprigtion.

AMr. POMERENE. Mr. President, if I may be permitted to
ask a question of the Senator, the Senator from New Jersey
has suggested that one reason why he was offering this amend-
ment at this time was to take care of ithe parlinmentary situa-
tion. Now, of course, I shall hope that the Senate bill shall

be finally enacted, but it is the present plan of the chairman of

the committee, as I understand, ultimately to move to substi-
tute the Senate bill for the House bill. Is the Senator of the
opinion that when this matter is thrown dnto conference, if it
should be thrown into conference, it will be necessary to have
in the bill some such provision as is contnined in the amend-
ment proposed by the Senator from New Jersey in order that
it can be made a proper subject of conference as to the amount?

Mr. CUMMINS. I think the Senator from Ohio has not
caught the exact point made by the Senator from New Jersey.
If the Senate bill is substituted for the House bill, as I hope and
expect it will be, and then a conference occurs, there will be in
conference the propriety of appropriating $250,000,000 for fhe
purposes indicated in the amendment. But the Senator from
New Jersey thinks that there ought to be a larger sum in con-
troversy, so that the conference committee could agree upon
an appropriation of $500,000,000 or $£600,000,000 or $700,000,000
or $750,000,000, whereas at the present time and under the pres-
ent prospective procedure the conference committee would be
limited to an appropriation of $250,000,000,

Mr. POMERENE. That is just the guestion I had in my own
mind. I am net sufficiently familiar with the conference rules
to be able to determine now as to whether or not we would be
limited to the $250,000,000 in the event that there was nothing
of this kKind in the bill,

Alr, CUMMINS. If the amendment offered by the Senator
from New Jersey were adopted 1 assume that the conference
would be limited orlly by ‘the extreme—that is, the $750,000,000—

baut if the amendment is not adopted, then the tonference com- | Edge

mittee would be limited to making an appropriation of $250,-
000,000, which is the sum named in the House bill.

er. POMERENE. That is what I wanted to be reassured
about,
}'131[;;" FRELINGHUYSEN. Mr. President, will the Senator

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from New Jersey?

Mr. CUMMINS. Yes; I yield.

Mr. FRELINGHUYSEN. The Senator well knows that I
have no intention of .opposing his views in regard to this meas-
ure. I know the study he has given to this subject, and I only
felt that it would be wise for the Senate to enact this provision,
in the event of the conference committee finding that not only
the $250,000,000 but more is necessary, so that they might have
the opportunity of i that figure, and that the confer-
ence would not be practically foreclosed to a limit of $250,-
0600,000. XNow, I am informed, and I believe credibly, that
when the $250,000,000 figure was reached in the House bill that
was an estimate which they had procured for the needs of the
roads next year, and that after it was enacted it was ascer-
tained that probably the capital need would be much more; The
Senate bill makes no provision for the creation of a revolving
fund to take care of the credit needs of the railroads. I intro-
duced that, and it is in my amendment, because very early,
when we were considering this measure, the railroad men, the
executives themselves and those interested in this problem,
sald that the railroads would have extreme difficulty in pro-
curing their capital needs next year. Therefore, I simply in-
troduced this amendment in order that the chairman of the
committee, who has labored so zealously in order to solve this
great problem, might not be restricted should he find himself
face to face with a financial problem that possibly he himself,
although at the present time opposed, might in the conference
committee feel it necessary to solve.

1f the Senator opposes it, of course I know that the amend-
ment will not be adopted ; but I hope, in order that there may
be no limitation upon the deliberations of the conference com-
mittee, that this maximum amount may go into this bill, so
that the Senator may be free either to limit it to $250,000,000
or increase it if he believes it wise, or cut it eut altogether.

Therefore, believing that the most important question at this
time is the credit of the railway system of the country, I have
offered this amendment so that the conference eommittee will
not be confined to the limitations of the House bill.

Mr. POMERENE. Mr. President, I delire to ask the Senator
a question. In view of the parlinmentary situation, and in
view of the opinion which has been given by the Director Gen-
eral of Railroads, it does seem to me that the Senator ought
to limit the amount of loans authorized to four or five hundred
millions. I am disposed to agree with the chairman of the
committee that it probably would be better to take up this
subject when the situation requires it; but at the same time,
as this matter may be thrown into conference, why should the
Senate place a figure beyond that which the Director General
says could be used by the railronds? I suggest a limitation of
it to §400,000,000.

Mr. FRELINGHUYSEN. If the Senator will place it at
$500,000,000, which is the outside figure suggested by the Direc-
tor General, I should be very glad to have it changed.

-Mr, POMERENE. It is the Senator's amendment. I leave
that matter to his judgment.

Mr. FRELINGHUYSEN. Well, I will make it five hundred
millions. I will modify the amendment by changing it to five
hundred millions.

I ask, Mr. President, that the amendment may be printed
and go over.

The VICE PRESIDENT. That order will be made.

Mr. STANLEY obtained the floor.

Mr, LA FOLLETTE. Mr, President, will the Senator from
Hentucky yield to me?

Mr, STANLEY. I yield te the Senator from Wisconsin.

Mr. LA FOLLETTE. I suggest the absence of a quorum.

The VICE PRESIDENT. The Secretary will eall the roll.

The Secretary called the roll, and the following Senators an-
swered to their names:

Bull Elkins Harrison La Follette
‘Bankbead Fall Henderso Lenrout
Brandegee TFernnld ‘Hitcheock AMceRellnr
Calder Fletcher Johnson, 8. Dak. Mcl.ran
(hfnper ce Jones, N. Mex. MeNary
Colt Frelinghuysen  Jones, Wash, Moses
‘Cammins Gay Kendrick Alyers
Curtis Gerry Keyes Nelson
%sﬁ‘lll h gml'e Ilgnm!;' ‘.’\\;uwm
nghan ale ¥ New
y ‘Harris Knox Norris
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Ransdell

Nugent Emoot Underwood
Overmian Bheppard Spencer Wilsh, Masa,*
Pﬂhiw Simmons Stanley Walsh, Mont.
Phipps Smith, Ga. Sutherland Warren
T'oindexter Smith, Md. Thomas Watson
Pomerene Smith, 8. C. Trammell Woleott

Mr. SHEPPARD. I wish to announce that the Senator from
Arizona [Mr. Asaurst] and the Senator from Kentucky [Mr.
BeckaaM] are absent on official business.

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

Monday, December 15, 1919.

Mr. STANLEY. Mr. President, the proposed amendment con-
templates the elimination of all provisions in the act providing
for compulsory arbitration, including the various boards of
wages and working conditions and the provisions providing for
certain pains and penalties in the event of a strike after the
finding of the board of transportation.

The attitude of Members of the Senate toward any legisla-
tion designed to prevent or punish striking will depend in great
measure upon their varied conceptions of the meaning of the
term. Webster defines a strike as “ the act of quitting work,
especially such an act by a body of workmen done as a means
of enforcing compliance with demands made on their em-
ployers.” He also defines “ strike ” as “an extortion of money
or the attempt to extort money by the threat of injury.”

* Now, jurists have differed as widely in their conception of

- what this thing that we call a strike is as the lexicographers.
If a strike is blackmail, if a strike is an attempt by illegal
means to extort money, the quicker legislation is enacted to
prevent it the better.

If it implies simply the refusal of one or more men to con-
tinue service in the employ of a private corporation or indi-

- vidual, ‘its punishment is an entirely different matter.

The distinction between legal and illegal acts, between things
which the law should not punish, which would imply the
deprivation of an inherent right, an inalienable right, and the
punishment of things that are palpably illegal and wrong has
been clearly drawn in a decision, Arthur ». Oakes (63 Fed.
Rept., 310), to which the Senator from Wisconsin [Mr, La
Forrerte] has already called the attention of the Senate.

Before inflicting heavy pains and penalties, we should know
exactly what we are prohibiting and what we are penalizing.
In the Oakes case the receivers for the railroad asked for an
injunction. They alleged that irreparable injury was about to
be inflicted and prayed that the employees of the carrier be
restrained from contnitting depredations upon the property of
the carrier, or from conspiring together to prevent the operation
of the road, or from quitting the service of the carrier in a body
with the intention to embarass such operation, or to hinder or
delay the movement of commerce.

That great, wise, level-headed jurist, who combined in a
strange and a rare degree a wealth of head and heart, that su-
perb and robust intellect, John M. Harlan, draws the distinction
between the right of employees to desist, to abstain individually
or collectively from the employment of the master, and the
license—because it could not be a right—to prevent another
from entering its employ or from inflicting injury of any char-
acter whatever upon the property of the employer. Was not
that the distinction that was drawn?

Mr, LA FOLLETTE. I think it was.

Mr. STANLEY. He modified the injunction by eliminating
any prohibition upon the part of the court against the quitting
by employees individually or collectively and retained in the
order the prohibition against any injury to property or any
effort to interfere with those who chose to enter the employment
of the carrier.

Said Justice Harlan in that case:

It would be an invasion of one’s matural liberty to compel him to
work for or to remain in the personal gervice of another.

Now, remember, the Government has a right to command my
service nolens volens. I am of the opinion that a soldier in the
serviee of his eountry or a policeman protecting the safety of a
city has no right to strike. The proudest and most self-respect-
ing citizen ean render such service to the Government under
conditions which render a breach of his contract a form of
desertion. But you ean not invest in any private citizen or cor-
poration whatever that power which free and self-respecting
men willingly render to the State. That is a sovereign power.

Said Mr. Justice Harlan:

One who is placed under such constraint is in a condition of involun-
tary servitudes, a condition which the supreme law of the land declares
shall not exist within the United States or in any place subject to their
Jjurisdiction. .

Now, as to their right to do collectively that which he says
you could not prohibit them from doing singly, Justice Harlan

sald:

We have saild that if employees were unwilling to remain in the
service of thé receivers for the compensation prescribed for them by the
revised schedules, it was the right of each one on that account to
withdraw from such seryice, It was equally their right without refer-
ence to the effect upon the property or upon the operation of the road
to confer witn each other upon the uuhgect of the proposed reduction
in wages and withdraw in a body from the service of the receivers be-
cause of the proposed ge. Indeed, their right as a_body of em-
ployees affected by the proposed reduction of wages to demand given
rates of compansation as a condition of thelr remaining in the service
wag a8 absolute and perfect as was the right of the receivers represent-
ing the aggregation of personms, creditors, and stockholders interested
in the trust property. .

Now, let us see if the bill is designed to prohibit the positive,
affirmative interference with interstate commerce. I concur
with the committee that if we have not sufficient law to protect
common carriers and to permit the unimpeded course of com-
merce, it should -be passed. But there is a vast difference be-
tween such interference and sending an officer of the law into
the home of an employee and commanding him to return to the
service of his master or go to jail. In this very case the judge
of the lower court who issued the injunction considered a
strike—

Essentially a conspiracy to_ extort by violence: the means employed
to effect the end being not only the cessation of labor by the con {m-
tors but by the necessary prevention of labor by those who are “Pi?ling
to assume their places—

Is that the strike about which we are talking? Justice Han-
nen, in Farer against Close, an early English decision, declares:

A strike is properly-defined as a simultaneous cessation of work cn
the part of workmen, and its legality or illegality must depend upon
the means by which it is enfor and on its objects.

Justice Harlan, in the same case to which 1 have referred,
said a strike may be— ¥
the orderly withdrawal of a large number or in a body from the serviee
of their employers on account simply of a reduction in their wages. Such
a withdrawal is not either illegal or criminal,

Is this the thing which this proposed law is designed to pro-
hibit? The more conservative railroad presidents of this coun-
try believe that if this bill is passed it will precipitate a strike,
I have no doubt of it.

Are you going to say to 2,000,000 proud and intelligent em-
ployees of the carriers, “If you meet in your lodge rooms or
in your locals or anywhere else and discuss working conditions,
if you find these conditions onerous or the compensation inade-
quate and agree to seek better and more remunerative employ-
ment elsewhere, and as a result of such conference two or more
of you quit the service of the master, you shall be forthwith
imprisoned ”? That is exactly what it means.

The antistrike provision of this proposed act does not design
to prevent lawlessness, or the eclubbing of nonunion labor,
the blowing up of bridges, the demolition of cars, or the wrecking
of engines.. Why? Because the chairman of the committee in
presenting this bill to the Senate says that was not the purpose,

Mr. KING. Would it disturb the Senator if I should interrupt
him?

Mr. STANLEY. Not in the slightest.
the Senator interrupt me. v

Mr. KING. The palicy of the Government since 1887 has been
to assert control over common carriers. They are to be treated
as essential to the life and the welfare and the happiness of the
people of our country. Indeed, they are essential to the life,
the welfare. and happiness of the people.

Mr. STANLEY. They are absolutely so.

Mr. KING. By common consent it has been agreed that the
Federal Government shall take charge of these instrumentalities
g'f"commerce. This bill, however, goes further than preceding

Tl
Mr. STANLEY. It goes further than any bill which has ever
been passed on the subject.

Mr. KING. It aims to provide for wages, for just compensa-
tion; it fixes the rates which the earriers may charge; it pro-
vides boards and instrumentalities to curb and control and de-
termine the activities of the railroads. Why? Because the
railroads are essential to the welfare of the public. The Goy-
ernment says, * You must operate these roads in a certain way;
you must operate them continuously.”

The Government having taken the employers and their prop-
erty under its charge and jurisdiction and subjected them to
limitations, without expressing any opinion, I desire to ask,
Is there anything improper in the Government going further
and, in the aid of the people everywhere, in the aid of continu-
ity of service, for the welfare and for the life of the people,
saying to the employees, *“ We think that you should be im-
pressed more or less with this public interest, this public duty ;
that you ought not to strike; that you ought not to conspire to
interfere with transportation and with the service which is
necessary for the life and welfare of the people?” That seems
to be the theory of the bill; that if the Government, for the

I shall be glad to have
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good of the publie, can take charge of the property and of the
individuals who own the property, the employees who are con-
nected with these roads ought to submit to what this bill con-
ceives to be, I presume, reasonable rules and regulations, to
the end that the public inferest may not suffer and the health
and the happiness of the people be materially affected. Does
the Senator think that the principle which would apply to pri-
vate corporations in their relations with their employees should
apply to public corporations, or, in view of the Government
taking charge of the railroads and their property and fixing the
rates, and so on, whether or not it has authority to deal with
the employees? 1 express no opinion. I am inclined to think
that the argument which the Senator from Kentucky is mak-
ing, however, is very sound.

Mr. STANLEY. I will answer the Senator by saying yes
and no. Commerce is fo the industrial body what the cireu-
lation of the blood is to the physical body. Any interference
with the movement of traffic has the same effect upon our indus-
trial life as strangulation has upon our physical existence.
The stoppage of the movement of traffic is more than a loss to
the private corporation maintaining the road; it is a positive
injury to the public; that is all true. Congress has a right to
protect the public, and should do so by inflicting the most
drastic pains and penalties upon any man or any set of men who
attempt by any overt act to stop the movement of the mails
or of passengers or freight or to offer any character of physical
injury to the appliances used in interstate commerce. Con-
gress has the right to enact—and should enact—the most dras-
tic legislation punishing the engineer who leaves his locomotive,
the conductor who quits his coach, the brakeman who leaves
his car and then attempts by intimidation or physical violence
or any other aet to prevent another from taking his place; but
I do not conceive that the public—that a majority—have any
rights that the aninority have not.

The right to life, liberty, and the pursuit of happiness is
common to all, and the right, whether a man works with his
head or with his hands, high or low, to seek individually or
collectively that employment which is the most congenial and
most profitable, is essential to the life, liberty, and happiness
of a proud man. The majority, namely, the public, may, per-
chanece, be inconvenienced by a carrier’s lack of labor, by diffi-
culties in the movement of traffic, not because its employees
have done anything to hinder the operation of trains, but sim-
ply because their personal presence Is needed to move them;
under such circnmstances the publie is not warranted in say-
ing: “If you do not work for a wage and under conditions
naued by some governmental board you must go to jail.” That
is not tolerable in a free country; that is establishing a system
of involuntary servitude for the publi¢ good; and a system of
involuntary servitude in one business will spread into another.
A wise reformer once stated that they who deny liberty to
others shall not long enjoy it themselves. Such a pernicious
principle once established among common carriers will soon
spread to mines, mills, and factories.

Mr. JONES of New Mexico, Mr, President, will the Senator
yield?

Mr. STANLEY. Certainly. .

Mr. JONES of New Mexico. I am very much intetested in
this discussion and must admit that it impresses me very force-
fully ; but I have been thinking of this situation: Take the coal
strike; the mining of coal can only be carried on by those who
have been especially trained or educated along that particular
line. Now, if all of the coal miners concluded to quit mining
coal at once, and there were no other supply of labor to take
the place of those who are guitting, can the Senator suggest
any remedy, in view of the premise which he is laying down, to
relieve the public of absolute suffering and misery?

Mr. STANLEY. May I borrow a Yankee habit and answer
that question of the Senator by asking him one?

Mr. JONES of New Mexico. I shall be delighted to answer if
I can.

Mr. STANLEY. No misfortune can be so great as positive
famine. The people of this country would starve to death if
the sower did not sow the seed; if the farmer did not raise
cattle and hogs. That work requires technical skill; a man
can not plow until he learns the business; a man can not be a
farmer without considerable intelligence; and I think it takes
about the most infelligent men in this country to do it suc-
cessfully. Suppose the men whe tilled the fields found that they
could make more money operating the railroads or working in
the mines and they should all quit plowing corn and raising
hogs, would the Senator be in favor of an act that would send
men to jail who did not stay on the farm?

Mr. JONES of New Mexico. I am not saying that I am in
favor of the provision in the bill putting people in jail for strik-
ing on the railroads; I have not come to that conclusion as yet;

but I was just wondering what remedy, if any, could be pro-
vided by law.

Mr. STANLEY. I wish to say to the Senator—and I say it
respectfully, because it is a hypothetical case—that he is shoot-
ing at a bogey man, a man of straw. It is absolutely futile, it
is, T should say, an unfounded fear, an impossible thing that
he is proposing to guard against for this reason: We had just
as well pass an act in Congress punishing men for pulling their
own teeth as to pass acts designed to prevent millions of men
from starving or freezing themselves to death. It is impossible
for all the miners of this country to stay out of the mines and
everybody else stay out of the mines until the miners with the
rest of us freeze to death. That is never going to happen; and
it never can happen. It is just as improbable as that all the
farmers of this country will ever refuse to sow wheat and to
plow corn and to raise cattle until famine stalks in the streets
and until they and their children die of hunger. It is impossible
that 2,000,000 trainmen, with 10,000,000 dependent upon them,
will ever abandon the highways until traflic rots in the ports,
until trade is stagnant, and until ruin and bankruptcy and
starvation desolate the land. Those things ean not happen.
They never have happened. They never will happen. The
pain of the thing will drive the conductor back to his car, the
engineer back to his engine. The force of public opinion, the
inevitable suffering that they and their wives and children will
be subjected to, will adjust the matter as it always has and it
always will. You are providing the most dangerous, the most
drastic, the most exasperating legislation to prevent a thing
that is just as probable as that a meteor will strike the earth.

Mr. JONES of New Mexico. I made the inquiry and used the
illustration which I gave owing to the condition which seems to
have confronted the country just recently; and I believe the
Senator will agree that unless that coal strike had been seftled
there would have been great suffering and loss of life in this
country.

Mr. STANLEY. Undoubtedly.

Mr. KING. Mr. President, if the Senator will permit me,
there was great suffering, and in some places there was, as I
am advised, loss of life because of the inadequacy of fuel.

Mr. STANLEY. That is true.

Mr. KING. And I do not think the suffering of some of those
people in the extreme West influenced the miners in going back
to work, either.

Mr. WOLCOTT. Mr. President, will the Senator yield?

Mr. STANLEY. Certainly.

Mr. WOLCOTT. Referring to this coal strike, which is very
recent history, are we not justified in gathering this lesson from
that strike?

Before I deduce my conclusion from the facts, let me preface
my statement by calling attention to the fact that while there
was no statute making that strike unlawful, there was an in-
junction against that strike, a restraining order laid on all the
mine leaders and workers and every man to whose knowledge
that injunction process should come, with the indefinite pains
and penalties behind a violation of that injunction, to be ap-
plied through contempt proceedings. Therefore, in that coal
strike situation there was, to all intents and purposes, a law
against strikes, with the most fearful kind of penalties, because
they were indefinite—fine or imprisonment, or both, without
limit.

Now, then, that being the case, may I not ask the Senator if
it is not true that, regardless of pains and penalties, men will
strike if they desire, and you can not stop them by law?

Mr. STANLEY. I entirely concur with the Senator, and fur-
ther on in this argument I will come to a brief résumé of the
utter failure of such legislation. Take the instance that the
Senator from Washington and the Senator from Delaware have
quoted. Originally, the coal miners of Pittsfield were pro-
hibited, under the most dire pains and penalties, from forming
any character of organization, or from quitting the service of
their masters by any kind of agreement. For centuries that was
the law. The man dug the coal, and the woman, with a leather
thong about her neck, clad in a single garment, with a chain
fastened to the thong and extending between her arms and her
limbs, like a beast of burden, dragged it to the light. Her
body was torn and maimed by the cruel links. They were
dwarfed and hideous and dirty and ignorant, and philanthro-
pists said that God could not see them, because they were in the
darkness and in the bowels of the earth. One day they walked
out into the light, and they said, “The last leather thong hus
been -fastened to the body of wife or mother or daughter. You
shall have beasts of burden to carry this coal to the light of
day. -We will die or starve or go to prison, but we will not go
back 'into the mines as long as our women are hitched to these
cars.’
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“That was the first strike among the miners. That was their
first organization. Great Britain, for a thousand years, at-
temipted to hold these men in the mines by every character of
drastic legislation, by cvery character of fine and imprisonment ;
and to-day she has wiped the whole thing off her statute books,
and has affirmatively legalized and affirmatively guaranteed to
labor the right to quit. What is true there is true in New Zea-
land, true in Australia, true in every country that ever at-
\tempted to make a vast body of men work against their will.

Mr., CUMMINS. Mr, President— f

The VICE PRESIDENT., Does the Senator from Kentucky
rield to the Senator from Iowa?

AMr. STANLEY., Certainly.

Mr. CUMMINS. As a preliminary to a guestion, I want to
refer for just a moment, if the Senator will allow me, to the
statement just made by the Senator from Delaware [Mr. Wor-

corT].
Mr. STANLEY. Why, certainly.
Mr. CUMMINS. I assume that the great body of our people

are law-abiding. They intend to respect the law. It was not |
assumed by them that there was any law that would permit the
injunction granted by the Indiana judge. On the contrary, they
protested most earnestly that there was no law which authorized
an injunction of that character, and they proceeded upon the
assumption that there was no law under which a judge could
issue an injunction of that kind.

Now, I am not saying that the injunction was issued without
authority of law. I do not attempt to revise or criticize the
‘opinion of Judge Anderson nor his action, but I only say that
the coal miners and the heads of the union representing the coal
‘miners did not understand or believe that we had any law which
~would forbid a strike of that character; and, of course, if we
'have a law of that character, it is a part of the war legislation
and will pass away when the emergency which created it passes
away.

; § :sam only saying that to put the histery straight with regard
to the effect of legislation of this character. I do mot believe
that the miners would have brought about a nation-wide strike
in regard to the production of coal if at that time, when we were
considering their difficulties and the inadequacy of their wages,
we had had a provision of law under which their dispates could
have been submitted to an Impartial tribunal, just exactly as it
is nhout to be submitted to an impartial tribunal, and settled in
that way. We would have had no coal strike, becanse sensible,
law-abiding men would have known, and they know now, that a
government such as our Government will not do injustice to
the great body of its people. :

With regard to the illustration given by the Senator from
‘Kentucky very elogquently and very truly, a provision of law
prehibiting strikes, prohibiting the struggle that goes along with
the strikes, without at the same time providing a tribunal for
the just settlement of the disputes, whatever they may be, would
‘be just as abhorrent to me as it is to the Senator from Kentucky,
‘and the great failure of Great Britain in her advance along that
path has been that Great Britain never has been willing to
undertake the task of doing justice to her working people. The
moment Great Britain is willing to assume the enlightened duty
of adjudicating disputes between the working people of the
country and their employers, then the case will be parallel to
the one presented in this bill.

I beg the Senator’'s pardon for interrupting him at such
length.

Mr. STANLEY. Just at that point, does the Senator from
Towa think that a citizen is under any higher obligation to cbey
an aet of Congress than to obey the order of a court of compe-
tent jurisdiction? Here was a court of competent jurisdiction
which said, as the President of the United States said, that the
strike was illegal and unlawful.

Judge Anderson said that it was in clear contravention of the
‘law of the land; and in addition to the weight of law, solemnly
enacted, you had the injunction issued by the most determined,
the most pitiless judge that ever sat on an American bench, as
devoid of human sympathy as & marble column, and yet to a
man they did not obey. If they would not obey under those cir-
cnmstances, when they had the law, the President of the United
States, and the court all warning them that their act was illegal,
does ;:he Senator think any other act would have any other
effect

Mr. CUMMINS. The Senator must remember that the strike
had already occurred when these announcements were made.

Mr, STANLEY. Is there any difference between the lawless- |
mness of & man who continues a strike after he knows it is against
the law and that of the fellow who starts one?

Mr, CUMMINS. I think not. I think there is no essential

Wlifference.
Mr, STANLEY, Exactly,

Mr. CUMMINS. But the strike lmd already occurred when
the appeal was made to the court, and the order that was issned
wias not directed te the men. It did not direct the men to return
to work. It was directed against those who were before the
court, the leaders; and, so far as we know, they claim at least
that they gave the utmost respect to and obeyed implicitly the
injunction that was issued. I do not know whether they did or
not, but I am saying again that there was nothing that gave the
miners any reason te believe that they would get any other or
further justice than that they could secure at the hands of their
employers. Now, if it is not in accordance with enlightened
civilization to provide a tribunal to which every man and woman
can go Tor justice, then I quite agree that the provision to make
it eriminal to strike ought not to find its way into the laws of
the country ; and I want the Senator from Kentucky to remember
also that while we are using the word *strike,” or the term
“ prohibition against a strike,” this bill is not guite that.

I do mot want to escape any responsibility for what it does
really command. Under this bill every raiiroad man in the
United States could leave his employment if he wanted to, every
man could leave his employment after conferring with his
fellow workmen, and leave without any violation of the law.
It is only when a dispute has arisen and the strike or the con-
certed and agreed suspension of employment occurs in order to
compel the employer to do the thing which the employees want
done. It is that thing of which the Government takes jurisdie-
tion in this bill and says whether the employers are right or
the employees are right. It seems to me that there is a vast
difference between that and compulsory employment. 'Every
man is at liberty to take whatever employment seems most at-
tractive to him and continue it just so long as he desires to
continue it, and not n moment longer; and he can leave not only
individually but in as large a compary as he desires to gather
about him, if he desires to do it. But he can not agree or com-
bine with his fellow employees that he will prevent the move-
ment of commodities in interstate commerce in order to coerce
-submission to the terms which he has proposed.

AMr, STANLEY. Let me interrupt the Senator. The Senator
says the law provides that he shall not prevent the movement
of interstate commerce. This Jaw provides that he shall not
prevent the movement of interstate commerce, as I understand it,
by refusing or failing to assist in its movement, if that refusal
is the result of an understanding between him and other em-

ployees,

Mr. CUMMINS. Not at all. It has no such signification as
that, if I correctly understand it.

Mr, STANLEY. That is my understanding of the bill.

Afr. CUMMINS. It simply means that here is a dispute
which we may say all the employees of the country engaged in
railroad service have with their respective employers. They
are frying to settle it and they can not settle it. The employees
do not want to leave the railrond service, they do not quit
their work in order to indicate that they desire to seek somé
other field of employment, but they quit becaunse they want,
through the suffering and inconvenience which they will occa-
sion, tg compel the employer or employers to accede to the terms
which are proposed. If it were a struggle only between' the
employers and the employees, I would be the last man to advo-
cate any limitation or restriction upon the right to strike.

But a third and innocent party comes in at that point, and
the railroads being originally operated for profit, of course you
may deny them that profit, and I have not a word to say. But
when you put it out of the power of the railroad companies to
serve the commerce of the country, you have visited a very great
injury upon innocent people, and T believe the time has come
when we should have some means of settling those disputes and
avoiding those calamaties.

I know very well that substantially the law which is proposed
here has not worked well, not perfectly, at least, in one other
country. It has never been proposed in any country save ene,
notwithstanding all that is said here about it. It was preposed
in New Zealand.

Mr, STANLEY. They have had the same act in Australia, or
practically the same act, over and over again.

Mr. CUMMINS. Where?

Mr. STANLEY. In Australia.

Mr. CUMMINS, Noj; I do not think it is quite the same.

Mr. STANLEY. The same principle.

Mr. CUMMINS. These laws which provide for prohibition
against strikes until an investigation can take place and which, -
after the investigation, cease to be of any binding effect, ave not
at all parallel with or similar to the law which we propose here,

The Senator from Kentucky and I have discussed this matter
in the committee, and we know our respective views pretty well ;
but what would the Senator frony Kentucky say about an agree-
ment, we will say, between the producers of steel ralls, that they
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would not sell any steel rails to the railways of the country, and
allow these railways to fall into such condition as that the prop-
erties could not be operated, in order to accomplish some pur-
pose which the steel companies had in view? I know that it is
an utterly inconceivable case, but suppose that all of the farm-
ers of the United States should enter into an agreement with
each other that they would produce just enough for their own
consumption, but would not produce anything for sale? Any
farmer can do that if he desires to do it, of course, and he is
at perfect liberty to do it. But what would the Senator say of
a society which had reached the point where, with a perfect
organization of farmers, they would all agree that they would
plant just enough to feed their own families, and not one ounce
of foodstuffs for general distribution? If we can not do some-
thing to avoid a situation of that kind, then the Government is a
failure.

My, STANLEY. T will say to the Senator that combinations
between tradesmen for the purpose of fixing the price or limit-
ing the output of any commodity have been illegal since the
statutes of Elizabeth, since the earliest monopolies in glass,
and soap, and playing cards, and what not. Such a combination
as that is illegal at the common law, is in contravention of the
Sherman Act, and i# in violation of the statutes of almost every
civilized community, and such acts have been in force, have
never been repealed, and have never been opposed by any intel-
ligent legislator who believed in the freedom of commerce and of
trade. I say that you can not apply that rule to agreements
between men touching the conditions and compensation of their
employment, because they are not identical things. The chair-
mun of the Committee on Interstate Commerce has never in all
his useful and splendid career done anything more worthy, or
anything which has brought him more fame and affection among
the people of this country, than the fine distinction which
he himself has drawn when he said that labor is not a com-
mlity.

Mr. CUMMINS, Mr. President, I believe in that statement
profoundly. I believe in it even more deeply than I did when it
was proposed. But I do not believe that anyone should make
a commodity of labor, and, as I remarked the other day, Mr.
Fitzgerald or Mr. Foster or Mr. Gompers, or anybody else,
should not be permitted to make a commodity of labor. I think
it is just as bad for them as for Mr. Gary, or any of the other
captains of industry, to make a commodity of labor.

Mr. STANLEY. Again, in answer to the statement of the
chairman that men have no excuse for opposing the deprivation
of a right where you afford them a tribunal to which they can
go, and which will do them justice, give them something else
Jjust as good.

There ig nothing that affects the community more, for in-
stance, than marriage. Future generations depend on your
wisdom and mine in selecting a companion for life, and for
that reason kings and governments for years controlled that
choice. There are eugenic uplifters who would do it now. What
would the chairman say to a learned commission that should
divest us of the right to select our own companions, look over
the dames of the country, get one just as good or who would do
just as well, and then if you do not marry her, put you in jail?

You have not provided a fair tribunal compensating us for
the loss of the right to seleet our own wives.

There are certain rights that Jefferson believed were in-
alienable. The worst, the most pernicious thing that I see to-
day confronting the American people, a peril greater than the
red haze of war on our eastern shores, more far-reaching and
penicious in its consequences than the growls and the threats
of the Bolshevists and the anarchists, is our utter departure
from the principle that there is any such thing as an inalienable
right, that there is any such thing as saying to an inter-
meddling government, * Thus far shalt thou go and no farther.”

It is not the provinee of government to feed men with a
spoon, to eircumscribe inalienable rights. There are certain
rights that come from God, that no government ever created,
that no government should ever destroy; and the right, with
or without the consent and cooperation of my fellow workers,
to work where I please and when I please, and for such com-
pensation as I can secure, is as inalienable, as much a part
of me, as inherent and as sacred, as the right to marry, as the
freedom of speech or of conscience. That is the thing that this
bill destroys, and when it does it is nothing more nor less than
bald socialism. The whole scheme was born in the dreams of a
lot of wild-eyed Australian socialists, and after they had tried
it in their own country, after the law has produced the thing it
was intended to prevent, after this thing had proved abortive
andl worthless wherever attempted anywhere else in the world,
this committee has taken this discarded, this discredited, this
exploded vagary, this dream of socialism, and incorporated it

into this law, over the earnest, indignant protests of 2,000,000
of intelligent Americans, who say they will not wear this yoke.

Let us see what happens to the operation of this law. Says
the chairman, “The injunction issmed at Indianapolis was
against a few leaders; this act reaches the individual work-
man.” So much the worse. Do you know that under this aef,
if a man and his wife are making out bills of lading in a
freight office, and their wage is the subject of discussion before
any board on earth, and he says to his wife, “I have had an
offer of better employment, and I am going,” and she says, “ I
will go with you,” and thereupon they quit, you ecan put them
both in jail?

If an engineer and a fireman discuss what they are going to
do before they do it, before they leave the engine, you can send
them to jail. Do you think any court will ever do that? Why
enact a law that you will be unable to enforce?

Another thing: As I have said, this is pure socialism. It is
nothing more nor less. I defy the chairman of the committee,
I challenge any member of the committee, to show me where this
thing has ever been attempted to any great extent, that it has
not been in a socialistic community, advocated by labor leaders
and socialists.

There are men in the Senate who remember when New Zealand
was peopled by wild men. Its civilization is but a half century .
old. A homogeneous company of men of moderate means settled
in the Pacific islands and started a socialistic community. It
was not as bloody as Bolshevism, because there was nothing to
be gained by attempting to rob men when they had nothing, and
they did not care to rob each other. It was as wild an idea as
any dream of Carl Marx.

Every commission that ever was sent to investigate the
Australasian socialism has declared that the thing was predi-
cated upon the idea that a man’s labor and the employer's prop-
erty alike belonged to the State, and where the State had a right
to say what the man should do with his property the State has
a right to say what a man shall do with his body, and that was
consistent. I do not care whether I am working in a mine or a
mill or a factory or on a railroad, shall the State say to me, “ I
have the right to your labor whether you propose voluntarily to
give it to this private concern or not, because the public good de-
mands it?"” What are you going to say to Mr. Lenin or Mr.
Trotski or Carl Marx when they show you that the happiness of
the public alike demands that the State take your property
with my labor? It is worse than the socialism of Carl Marx,
wilder than the heresies of Lenin and Trotski, because of the
two my body is more sacred than my property.

Our Saxon sires, devoutly worshiping their personal independ-
ence, appreciating the sanctity of their clean, brawny bodies,
while permitting their Government to take their flocks and
their lands, refused to endure a blow or any form of personal
indignity.

It is a dangerous thing, a dangerous thing to make a com-
modity of the body of a free man.

Another thing: When you adopt this proposition you will go
to a maximum and minimum wage scale. You can not help it.
A maximum and a minimum wage scale means an ineflicient,
listless body of political slaves. Why? As long as a laborer is
permitted to make his own bargains, either collectively or indi-
vidually, and his wage is inadequate, that is his affair. If the
railroad does not pay him enough, he can dig coal. If that
does not pay him enough, he can plow corn. Here in this wide
domain, with its multitudinous and multifarious industries, the
doors of opportunity open on every side, and the man who gets
an insufficient wage has every opportunity to better his condition.

But when you say to me, * You shall not leave that throttle,
you shall not leave that coach, you shall continue to lay rails
or to walk track—when you compel me to stay there—youn are
under a moral obligation to give me an adequate wage: and
when you fix a maximum and a minimum wage you destroy in-
dividual initiative. Y

I speak not as the sponsor for labor or any other class; it is
the principle I oppose, and that principle is socialism. If there
is one thing on earth I fear more than anything else in the way
of a political heresy and a social menace, it is socialism. None
of you would fear a widely extended strike if labor was not
organized.

I am the known friend of organized labor. Labor, however,
does not ask the aid of the Government in perfecting an organ-
ization. It is not the province of this or any other Government
to dictate to employees in this regard. It is the right of the
laborer to bargain individually or collectively, and no govern-
mental agency should attempt to control its choice in that
matter, 3

Do you know that this bill, as every other compulsory arbi-
tration plan ever devised, presupposes the unionization of the
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employee? The House bill is more candid than the Senate bill.
The House bill provides that the boards shall be made up of the
heads of the various brotherhoods and unions. The Senate bill
provides that the crafts shall name the boards. The same thing
in effect. How can 10,000 trainmasters, for instance, or track
walkers, scattered and unorganized from Hellsgate to the Pacific
coast, send a representative?

Mr, SMITH of South Carolina. From Hellsgate to the Golden
Gate?

Mr. STANLEY. Yes. You can not do it. You have to be
organized. The provision is that the craft shall name these
men. What will be the result?

If they look, as the chairman has said, to this board as the
wise, just, able thing to fix their wage and protect their rights,
do you not know that the advoecate of organized labor must say,
“You have been out of the union before, but you can not get to
this board except through the door of the union,” and he would
organize every one of them. There never has been a compulsory
arbitration measure enacted in New Zealand or Australia, or
anywhere else, that it did not presuppose that it was based upon
the complete unionization of the craft. Not only that, but in
Australia and in New Zealand the law contained preferential
clauses in favor of labor unions.

. What has been done here? You have provided that the engi-
neer can not get to the Government with his troubles, can not
get to the board with his troubles, execept through his eraft; and
the conductor ean not do it.

There was an amendment offered here that certain ones were
not organized and for that reason could not come in under the
bill. You compel the men to organize in locals where they meet
in secret and confer and consult. You say collectively they
must present their demands, collectively they must ask these
awards, and then “if they do not suit you and you collectively
quit you go to jail.”

Mr. CUMMINS. Mr. President——

The PRESIDING OFFICER (Mr. Cuztis in the chair). Does
the Senator from Kentucky yield to the Senator from Iowa?

Mr. STANLEY. Certainly.

Mr. OUMMINS. Is not the Senator mistaken about that?

Mr. STANLEY. No.

Mr. CUMMINS. There is nothing in the bill to require col-
lective bargaining or to forbid collective bargaining, or to re-
quire collective appearance or to forbid it. The individual is
just as free to come to one of the boards that are organized as
is the union,

Of course, we understand perfectly—the Senator need not
smile—that unions will do most of the work. But the Senator,
I think, is wreng in saying that we require collective movement
of any kind.

Mr. STANLEY. It is physically impossible for the individual
to get to the board. You do not say * You shall go this way,”
but you leave certain doors open and the only doors that he
can go through are the union doors. You say the craft shall
name the boards and that they shall be selected from nominees
of the craft. The House bill says the unions shall name them,
If a man is not in a eraft he has no voice in the naming of the
judge to try his case.

Let us take the arbitration boards to see whether they are
not a mockery, a delusion, and a snare. The labor men have
spewed them out from their mouths because they know they
amount to nothing. You have a board under the bill called a
conciliation board. Half of the board is named by the craft, by
the labor union. The other half is named by the railroads, the
private corporations.

As a rule the Brotherhood of Firemen and Locomotive Engi-
neers and the Order of Railway Conductors and the heads of the
railroads act in harmony. In ninety-nine cases out of one hun-
dred they are both against the shipper. Through all the long
fights I have witnessed during 12 years’ service in Congress,
when we were attempting to clothe the Interstate Commerce
Commission with a little power to say when a rate was exces-
sive—and the Senator from Georgia [Mr. Smrre] will remember
that long fight—the rallroads themselves were no stronger
against it than were the brotherhoods.

Any raise in rates is usually supported by the workmen. You
have a board of wage conciliation. The employer and employee
each through his representative meet to determine what is an
adequate wage. The president of the road says: “If this thing
is agreed to and it becomes a legal rate and we can not get a
fair return on the movement of the traffic by reason of this in-
creased cost, the Interstate Commerce Commission will be bound
to increase our rates because this is a legitimate charge, and if
the rate is not compensatory it is confiscatory.”

Here is a charge supported by a mandate of law. What
would become of that poor, voiceless, forgotten goat, the publie,

that pays the freight? The proposed board has no power on
earth except to invite disputes that it can not settle; except
to start fires that it can not put out.

What has been the experience of every country with such
boards? Some claim that they have diminished strikes; all
admit that they have increased the number of disputes. It is
easy to get a hearing before such boards. I wish I had time
to read a description of what occurred in New Zealand, from
a discussion of this matfer by a member of the Parliament of
New Zealand. They had the same proposition, a bilateral board
like the one proposed in this bill to hear disputes, and then if
they could not agree they went to the highest authority, the
governmental board. They said all disputes would be settled
before they got there; but they found that they all went to the
higher board, and it was utterly overwhelmed with work.

Not only that, but you are a thousand times worse off than if
you did not have any board of conciliation at all. Why? Be-
canse you have in every court of justice the same method of con-
ciliation that this board affords. It is equivalent to an act
allowing A to employ two attorneys and B to employ two
attorneys, and then if the atforneys can not agree to leave it
to the judge. How many times do attorneys ever agree? What
will be the result? The employees with their attorneys and
representatives and the employer with his go before these
boards. After they have discussed the matter until they have
become inflamed and angered and set in their opinions, then
they take the matter before a governmental board. How much
better to fake the matter before the governmental board in the
beginning.

It is said that we should do this thing in order to secure the
free movement of commerce. Is commerce on the land any more
essential to national life than is commerce on the sea? Rome
discovered, Carthage discovered, France discovered a thousand,
two thousand, yes, three thousand years ago that nothing was
worse than to stop the course of commerce. So they provided
a very certain method of securing its movement. The motive
power then was a man at the oar. To-day it is the man at the
throttle. They chained the man to the oar so that he could
not get away. I had fancied that the day of the galley slave
was over, but this bill should be characterized as the latest and
most approved method of fastening the eonductor to his car
and the engineer to his eab. .

I wish to read here a description of how a similar provision
worked in New Zealand. The industrial commission delegated
to investigate this subject in New Zealand declared :

Trade-unionism and collective i
e R e

on [ o 0 er emplo
proceedylngs efore urhitrntio:f courts, :{’ndygsﬂ‘:: g::ppif ysc;e:w?;%‘mét:;g

unlons in mmbersl:lg.
The system has not prevented industrial disputes, which have, in fact,

im

Dr. MacLaurin, of the New Zealand Parliament, years after
the New Zealand bill was enacted, thus described its practical
workings in that country:

What I said about the compulsory conciliation
bas been abundantly emphasized by over two
the o}w_ntion of that law. The act in ques
petual industrial war. * * * This law—

And it was almost identical with the proposed law we are
now considering—

generates political strife, resentment, susplcion, and reprisals subversive
of the State. It does not coneiliate, but it exasperates, sets class

nst class, trade against trade. ¢ * * It annlhilates all sem-
blance of brotherhood and simply encourages a spirit of contentious-
ness, leading employers and employed to coerce each other without leav-
ing room for individual exhibition of the golden rule. It thus generates
a slmdlh.am.] vindictive spirit. The act is a menace to the body peli-

te. '®

It was claimed that this (ecompulsory arbltration) act womld bring
about indnsirial peace, that strikes would be at an end, and that capital
and labor would work together in harmony and with a certainty that
there would be mo d nce. * ¢ * Well might the employers
#ay, as they did lately at Christ Church. that th.ei tend to end the
matter one way or another. Continued pin pricks me unendurable
in time, and a sword thrust even nﬂg’ be welcomed If it ended an
ever-existing trouble ; and, bad as strl are for everyone, it is ques-
tionable whether it would not be better to have a question fought out
to the death than a state of thlnﬁn continu pressing, which tendas
to keep thos‘o vxbo are interested In it In a state of unrest and irri-
tation. *

The feeling is growing that even an oceasional strike would be Prp!er-
able to ever&ﬂiﬂ disputes, and there is undonbtedlielm good feeling
now between employers and employed than existed before the act.

On July 12, 1907, Mr. Loughnan, another member of Parlia-
ment, discussing the operation of these boards, said:

The wages board are, I understand—although the details have not
been given to us—to be composed of experts in each particular trade—

Like this bill whieh is now before us—

and they will talk over matters in a friendly way and try to come to
an understanding.

act in January, 1898,
of local hlsfory in
n is a symbol of per-
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That is all the board under this bill can do—

This was the in{ention of the framers of the eriginal conciliation and
arbitretion act, but for some Teason the concillation boards did not
concilinte. The arbitration court was intended only to be the * bogey
man "—ithe compelling authority of last resort ; but after the failure of
conciliation so many united in rushing to take thelr grievances to the
court that the machinery of the court was checked and the court was
unable to get on with its busivess. The { wWas &n enormous ac-
cumulation of business, and the act—I will not say that it became a
dead letter, but its work became most unsatisfactory,

AMr. KING. Mr. President—— 3

The PRESIDING OFFICER. Does the Senator from Ken-
tucky yield to the Senator from Utah?

Mr. STANLEY. Certainly.

Mr. KING. I have not heard all of the Senntor's observa-
tions, as I have been called from the Chamber several times;
but, as I gather his position, it is this: That notwithstanding
the progress we have made in civilization from the days of Rome
and Carthage we cagn not devise any means to prevent strikes,
any means of adjusting strikes, any means that will deal justly
between capital and laber when controversies arise over wages,
wage scales, and conditions of employment, but that the present
method of war, of striking, must be continued.

Mr. STANLEY. No; I do not say that.

Mr. KING. Does the Senator suggest any other method of
dealing with this problem—and it is a serious one—than that
which is offered in the bill?

Mr. STANLEY. Yes;a very simple one; simple but effective.
It is the obvious that frequently escapes us. In this country
men seek that employment which is most remunerative; a good
job will draw a good man. If the coal operators are making
large profits and the men who are with them, or any number
of them quit, they will offer more wages and get others; that
is the whole of it. Here, in a free country, where each man is
looking out for the most remunerative employment, pass and
enforce laws which will punish infractions of personal liberty,
that will punish assaults upon men or the destruction of prop-
erty. When such acts are committed by individuals the law
already covers them; and I tell you that where a body of men,
union men or others, I care not what, organize to do an nnlaw-
ful thing they are guilty of conspiracy, because, as is familiar to
all lawyers in the Senate, any combination by unlawful means
to do a lawful thing or any combination to do an unlawful
thing by lawful means is a conspiracy.

If you would prevent the lawless interference with the
movement of commerce, enact legislation that wherever an em-
ployee of a railroad engaged in interstate commerce is as-
saulted—and, as I have said, if it is done by an individual the
law asg it is now written against assaunlt and mere breach of the
peace will be effective—but where he is assaulted pursuant to
a conspiracy make it a felony, if you like, and then enforce
the law. Then you will have the common sense and conscience
of mankind behind you; yon will have a law you can enforce,

Mr. KING. Mr. President

The PRESIDING OFFICER. Does the Senator from Ken-
tucky yield further to the Senator from Utah?

Mr. STANLEY. Certainly.

Mr. KING. Then, as I understand the Senator's position, he
thinks that nothing can be done to prevent strikes other than,
if laws are not sufficiently drastic enough now, to enact other
laws to punish assaults and batteries and overt acts, and that
we may not create tribunals and compel the employer and the
employee to resort to those tribunals for the purpose of deter-
mining their controversies? -

Mr. STANLEY. No; I do not say that I am arguing
against the fatal defects of this bill; I am not saying that you
can not stop strikes. I am not advocating strikes; I am not

defending them; but I am saying that this bill is a socialistic.

nostrum ; that is all.

To digress a little further, there is—and I will come to it
later on—a very interesting report of what I think was called
the Whaley Commission, named by the British Government to
investigate this guestion. They made a very elaborate report
on it within the last year, to which I will refer further on.
They do not think anything will put an end to strikes, but
found that shop committees would probably be very effective in
tending to decrease strikes. Where only a few men are em-
ployed in an industry there is possibly no danger from a strike,
if one occurs, becanse no especial injory to the community fol-
lows. Danger only arises in the case of enormous concerns,
like steel companies, employing ten thousand men or a hundred
thousand men, and in vast mining and transportation enter-
prises. Even in those instances, however, the head of the con-
cern is usually in close touch with the heads of the organization.
I think it might be highly advisable and I am inclined to favor
a law providing for shop committees and providing that various
industries might name boards of arbitration, selected by the

heads of departments and by the employees, and pending their
determination of the matter it is highly improbable the industry
would be menaced by a strike.

The strongest factor that broke the recent great railroad
strike in Great Britain was public sentiment. The laboring
people are just as eager to get public opinion on their side as is
ihe owner of the plant. - As De Tocqueville said in his wonder-
ful review of democracy in America, public sentiment is the
monarch here; it is mere powerful fhan the President; it is
stronger than the Army. When public sentiment speaks in this
couniry, men heed it, as he well said, more quickly than the
French heeded the edicts of the Grand Monanch, Louis XIV,
You can utilize public sentiment. The Canadian law does that.
It provides first for boards of conciliation and arbitration, to
which both sides present their ease. Then that report is sent
to the leading labor journal, it is sent to all the daily papers
in the Dominion, and a copy is sent to each of the contending
parties. If either party accedes to the demand, then that is
published and sent to the other party, and if he is in the wrong
the whole force of public opinion is bent against him. Then,
if he agrees to abide by that decision, that arbitration has the
force and efiect of a decree of a court and can be enforced.

What is arbitration, anyway? I do not mean to say that I
am against every form of arbitration for the settlement of
strikes, because I am against this impossible thing. Why, if the
Senator from Utah please, this is called * compulsory arbitra-
tion.” There is no such thing, You might as well talk to me
about a square circle or a straight ecrookedness. If it is comn-
pulsory, it is not arbitration, of course. Arbitration is the set-
tlement of a dispute by persons named by the disputants. There
are three ways, and only three, of settling differences between
men. One is by force of arms; another is by decree of court:
the other is by arbitration. Now, a legitimate arbitration, r
valid arbitration, an arbitration that is not bogus and a sham,
is based upon the consent of the parties. I name one arbitrator,
and you name another, and they name a third. We have a
voice in if. This does not do that. This board is impotent.
If it does not agree, the matter goes de novo before another
board, one selected by neither, authorized by neither, but whose
decrees have the effect of law.

Mr. KING. Mr. President, will the Senator yield?

The PRESIDING OFFICER. Does the Senator from Ken-
tucky further yield to the Senator from Utah?

Mr, STANLEY. Certainly.

Mr. KING. In view of the conceded irreparable injury
that comes to the public from these great strikes, particularly
strikes that involve our transportation system, does not the
Senator think there ought to be some method devised in this
Christian age and in this Christian Nation to prevent sirikes?
Does the Senator think that the wisdom and the ingenuity of
legislators, and of laboring men, and of the heads of our indus-"
tries are ufterly futile to evolve some plan that will prevent
strikes, and that we must go on in the same old way that we
are going now, with sirikes in every State—and I think there
is scarcely a State in the Union to-day where there is no
strike—with all of the consequent harm and sorrow and injury
and, indeed, death?

I do not know that this bill is a specific, that it will relieve
against—I was about to say the intolerable situation which
now exists; but it does seem to me that if this bill does not
reach the situation we ought to try to devise some method by
which we can prevent strikes. I would be the last man in the
world to prevent a laboring man from securing his rights. I
know the wrongs to which the laboring men have been subjected
in the past, and perbaps in the present, in this country. I know
that great corporations have been builded up by unjust ex-
actions wrung from labor and from the consuming, toiling
masses, and I know that they have secured high tariffs in order
to boost prices here, and have brought pauper labor from abroad
for the purpose of forcing down the price of labor in our land.
Those things are intolerable, and they ought not to be permitted
to exist, and I hope they never will be permitted to exist again
in this land; and yet there ought to be some plan devised hy
which the public shall not suffer because of controversies be-
tween the employer and the employee, particularly where the in-
dustry is one affecting the public.

The controversy is not alone between the employer and the
employee. Most of these wage coniroversies affect the public.
The public have some voice; they have a right to be heard in
these controversies, because they affect the lives and the welfare
of the public. You are interested; I am interested; the wage
earners themselves in New York and in Chicago are interested
if there is a coal strike, or if the transportation systems of the
country are tied up so that starvation will come to them:
and it does seem to me that there ought to be some plan devised
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that will not infringe personal liberty, by which, in the future,
these great strikes may be averted.

The Senator has just said, or at least T understood him to say,
that the question of wage would solve the problem. I do not
quite agree with him.

Mr. STANLEY. Noj; I do not say that.

Mr. KING. The Senator made an observation something like
‘this when I asked him—— -

Mr. STANLEY. I hope the Senator will differentiate sharply
at this point between those things which I might suggest as
alleviating and those things which would prevent. There are
certain evils which we ean possibly prevent, like the invasion of
the country. There are other evils, like intemperance or homi-
cide or lawlessness, that you never can entirely stop. It
seems—and I say it reverently—that God Himself has not so
written His laws that they are all obeyed. I doubt if it is
humanly possible to make every man continue in his employ-
ment, wherever it is, at the arbitrary mandate of the Govern-
ment; but you ean alleviate the situation.

Mr. KING: Mr. President, I do not want to suggest or even
intimate that I would compel any man to assume any position
that might be regarded as inveluntary servitude. That would
be intolerable in a Republic such as ours. The Senator, though,
if he will pardon me just a moment, indicated, as I understood
him, that this question would be solved or alleviated by the
question of wages. I do not think that meets the situation,
For Instance, as the Senator from New Mexico stated a moment
ago, take the question of coal mining, or the question of railroad
transportation.

Mr. STANLEY. The Senator misapprehended me. All I
meant to say was that in a community where there are so many
different opportunities, where wages vary so much in different
professions and callings—for instance, at one time large amounts
were paid to day laborers in the wheat fields in the West and at
another time in the lumber camps—there is such a wide oppor-
tunify for a man to find employment, and each seeks the best
employment, that any raise in compensation instantly attracts
thousands of men who otherwise would pursue some other vo-
cation; and that is, perhaps, the best strike breaker, after nll—
the fellow who comes peaceably and takes the work that the
other fellow quits.

Mr. KING. The Senator understands that that could not be
done in all cases, as I was about to observe.

Mr. STANLEY. No.

Mr, KING. Take the engineers, the brakemen, those who
have been engaged in the transportation business. You could
not go out among the mass of the people and recruit men, if
there were a general tie-up of our railroads, to take charge of
the trains and to operate them.

Mr. STANLEY. And yet, if the Senator will pardon me

_right there, that is exactly what they did in Great Britain.
They got men to operate those locomotives,

Mr. KING. Well, they got a few, but they did not have a
general resumption of business; and they had to call into
requisition the motor cars and the busses, and so forth, for the
purpose of transporting; and indeed the transportation then
was very insufficient and defective, and it is a question, if the
strike had not soon terminated, whether there would not have
been the greatest sorrow and suffering. Yet, after all, you
can not compare the little island of Great Britain, with its
congested population and good roads, where after breakfast you
can walk across the island, as the Yankee said, with the United
States, with its great distances and its vast continent. You
could not in a day, or in a week, or in a month, bring to coal
mining, or bring to the operation of the railroads, in the case
of a universal strike, a sufficient personnel for a resumption
so that people would not suffer; so that the question of wages,
no matter what you might pay, would not reach the difficulty,
You might pay the engineers $1,000 a week, and if there were
a general strike you could not resume business and save dis-
tress and sorrow throughout our country.

So the wage question is not the solvent for this evil. There
must be some other way of meeting it. It does not meet the
situation and provide an adeguate remedy for this very un-
fortunate conditon that prevails in our country, where we have
these persistent strikes.

I am very glad to hear the discussion, and T am not sure
that this bill reaches it; but I am very anxious te have the
Senator point out, if he can, some method by which, if possi-
ble, we can avert these strikes. If it is impossible, then we
will have to go along in the old way, doing the best we can.

Mr, STANLEY. I hope the Senator will differentiate right
here. He takes me on a wide field that is very interesting. In
the first place, I admit that we have a sick body politic. In-
dustrial dislocations, as they are called, have paralyzed indus-

try at times and imperiled the comfort and safety of the
community ; but it will not do to say to the doctor who objects
to a certain remedy for a sick patient, * You object to curing the
patient.” It does not follow because I do not subscribe to this
remedy either that I am in favor of strikes or that I believe
that they are uncontrollable. I think there are many, many
simple means of reaching these conditions.

Has the Senator from Utah ever thought of the proposition
that a few years ago strikes were almost unknown in the com-
merce on the Great Lakes? No such thing was ever heard of as .
a general strike there. Now they are common. Then the
commerce upon the Great Lakes was carried on by men who
owned their own ships. The owner of the vessel started out as
a boy before the mast or a cabin boy, and grew up with men
of his own race, hardy Americans, who spoke his own language,
called each other by name, and stood by one another in hours of
peril. Wrecks were almost unknown. By and by a single cor-
poration took control of that vast shipping, until to-day it is
greater in tonnage than all the tonnage in New York Harbor
and the combined tonnage of all our navigable streams. Men
were put upon these vast steamers and these ore boats who spoke
a jargon of every tongue on earth. Their employer was in Chi-
cago or in Pittsburgh. They were known by their numbers.
You had all kinds of strikes. Strikes are due in great measure
to the distance between employer and employee and the lack
of touch and the lack of understanding. Nothing reconciles
man to man so much as personal contact. Legislation that will
prevent combinations in restraint of trade, legislation that will
allow smaller and more active and more efficient industries to
live against combinations. A rigid enforcement of the Sherman
Antitrust Act will do more than such bills as this, a thousand
times more, to prevent this very thing, I am firmly convinced
that the enforcement of the law against the things that produce
strikes and then a rigid enforcement of the law against the
lawless acts of strikers will prevent not so much the contempo-
raneous quitting as the evils often incident to it.

It is in the violence, in the intimidation, in the lawlessness, in
the turmoil—these things are all wrong. In this very extensive
term we have included these things, and also the personal lib-
erty of the individual. In attempting to prevent things that are
altogether wrong we are trying to prevent other things that no
self-respecting free man can afford to give up. I believe we can
ameliorate this condition. I believe that in a free country like
this there is no business in the world that can not be operated,
if the law is strong enough to protect the man who is operating
thelbuslness from acts of lawiessness and violence and intimi-
dation.

Mr, JONES of New Mexico. Mr. President——

The PRESIDING OFFICER. Does the Senator from Ken-
tucky yield to the Senator from New Mexico?

Mr. STANLEY. Certainly.

Mr. JONES of New Mexico. This bill, of course, is one of the
most important bills that we can possibly have before us for
consideration.

Mr. STANLEY. If the Senator will pardon me right there, I
concur with him to the extent of believing that this is the most
vital legislation, the most perilous legislation, means more of
good or evil to the commereial interests of this country, than any
legislation we have before us.

Mr, JONES of New Mexico. We are all interested and anx-
ious to bring about the right solution, and I should like to get the
Senator’s views regarding another method for handling this
strike proposition.

In my State, more in former years than at present, the sheep
industry was handled by running sheep in bands of two or three
thousand out upon the public domain, at all times under the eare
-of a herder. By legislation it was made a criminal offense for
a herder to abandon his flock,

Mr. STANLEY. At what point, Senator? Excuse me for in-
terrupting, but I think the Senator has presented a hard nut to
crack. I want to get exactly what the law j*~evented, in order
that I may be able to answer the question. Did the law compel
the man to stay for any indefinite time, or prevent his leaving
that herd before certain notice of an intention to quit, and cer-
tain opportunity afforded to employ somebody else in his place?

Mr. JONES of New Mexico. I can not at this time recall the
specific language of the statute, but the substance of it was the
law against abandonment. 1T assume that if the herder were to
give notice to his employer that he must leave the employ, and
therefore the care of the flock, it would not be an infraction of
the law.

Mr. STANLEY. I am not sure, but I am under the impres-
gion that at this time a man can not abandon an engine 100
miles from its destination or from its roundhouse. I believe

that if an engineer now, like the herder, would start with 500
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punssengers, and when they were out i the middle of the: plains
Jeave them thiere in the snow, abandon his engine, amd refuse |
te: go favther,, hie- could he- pnnu.het} An engineer now is mor-
ally comuelledg if not by direct mandate of the law, to bring his
engine in and' turn it over to the hostler before guitting Nis
employment, That is the thing that your Iaw aimed at.. With
these sheep away out there without a shepherd, if they passed a
law it would be pexfectly proper to say to. that man as a con-
dition of his employment, ‘“When you take this employment
vou take it subject to. the condition that you shall not abandon
your floek” It is jus¢ like an engineer, if he goes out en. the
mountains witiv 200 gers or 10,0000 tons: of freight, he
must carry that freight ini The same principle: of law applies
as with seamen. A seaman. can not leawe lis ship save in a
safe harbor. That is an old principle of law, and I am heartily
in favor of its enforcement wherever it applies.

AMr. JONES of New Mexico. The Senator has anticipated
precisely tlie application which I. intended to make—in. part.
Let us extend that application a Iittle further.. We all know
that a universal strike will affect materially the general pub-
lic welfare: T understand’ the Senator to: be: agreeabile to the
idex that you might prevent o man quitting his work wlhere
that would endanger: property:

Mr. STANLEY. Or life.

Mr: JONES of New Mexico. Or life; and give to the em-
ployer reasonable opportunity to get another employee. The
publie is interested in the conduct of this transportation busi-
ness. Does the Senafor bBelieve that a law could be enacted
whicl: would make it a penal offense for the employees to

strike en: mmsse until the public: ov the: company hmd: am oppor= | t

tunity to put some one in their places and carry on the: opera-
tion of the road?

Mr. STANLEY. Right at that peint, I thiuk it is,a very, very
pertinent: suggestion that the Senator has made: T think these
common earriers are gquasi publie-service corporations; in fact,

they are public-service corporations, so fir as their action is |

eoncerned; and: I am vividly conscious: of the faet that the
employee of a railroad! is very close akin: tor @ public: servant;
that is, to the man who: is in: the employ of tle: Governmenti an
of @ municipall corporation ; that he in a way is a protector of
society as well as a. mere producer of an essential commodity;
and T would go as far as I can go; preserving always inviolate
2 ma's: right to woerle or te lenve worlt wherever that action
dbes nott immediately entail’ some injury..

Mn. HARRISON. Mn President, will the Senator yield?

Mr. STANLEY. Asi seom as I answer this question F will
he glad to yield..

I believe the: Government has a pight to say to employer amd
employee, “Youw shall make a certain: kind ef' contraet,” I
believe they weoulll have: @ right to require, and that the ems-
ployees. themselves. could agree; that no employee; except for
sickness or some peasom like that, should quit his employment
without sufficient notice: and I believe if it were made pun~
ishable for o railreadi ton discharge o man without netice: er a
man to. quit a railread without notice that wouldl do. much
to stop strikes. I believe we: could do it without any personni’
invasion of the: liberty of the. employee..

M JONES of New Mexice: I was. asking' thie question for
the purpose of bringing to the attention of the Senator legis-
lation which; I understand;, exists in the Deminion. of Canada,,
wlere it is provided thabt the: employees shall’ not strike until
a given time after the investigation of the trouble:.

STANLEY. Or pending the inwestigntion. T lave &
CcOpy of the: act.

Mr. JONES of New Mexico. T shouldl like to know of tlie
Senator if some such provision as that would be: a wholesome.
provision?

Mr, STANLEY. I am railier inelined to fayor some provi- |

gions in it. They might do mmucli to ameliorate conditions.
[At this point Mr. Staxrexy yielded the floor for tlie day.J;

Tuesduy;. December 16, 1919:.

Mr. STANLEY. Mvr. President, at the conclusion of my
remarks on. yesterday I called the atfention of the Senate to
ihe inevitable inefficiency invariably resulting from the multi-
tudinous experiments with any system of Government control
of labor through the means of alleged compulsory arbitration.

These arbitration boards, whether in Australia, or in New
Zealand, or where not, all operate upon the same general prin-
ciple; that is; o board of conciliation or arbitration is selected:
composed' of representatives from both sides, Inm this bill it is:
called’ the Doard of wages and working conditions. The find--

ings-of this board go to some real tribunal named: by the Govern- ||

ment, whose determination has the force and effect of Inw.

It iss not necessary to examine the precedent=. A look into
the working of the: thing will cenvince: any carvefull analyst of
its: imevitable resnit. Here are the: representatives of the

‘eraft and the representatives: of the employer endeavoring to
reach: a: satisfactory wage: As long as the traffic- will bear it|
whether it: has: been among: railroads or in private industrial
institutions; the: result has beemn: to raise the wage. It does nof
maiter whether memw are mining coal or spinning cotton or opers
ating: a nailroad; as a rule they are: always: willing to stand a
raiser im wages; provided that raise shalk apply to all who ape
engaged in the industry in the comntry, and let the ultimate
consumer abserl: it

In additiom to that; as; E called to; the attention of the Senate
yesterday, this is; compulsory arbitrafion. The man is. come

- manded: to; work;, not bmm the; conditions ave suitable or the
compensation but beeause the: Iaw commands: it
and yon can nnhin:mimess aompuh a:man: tovworlk without: afford-
ing: him: a compensatory wage. For that reasom & minimum
wage lins already accompnnied a compulsory arbitrament of the
questiom.

I & report: made: by the: heard: of wages and wonking condi-
tions: under conciliation and arbitration acts of Australin and

- New Zealand,. M. Aves to the Right Hon. B . Gladstone, in
1908, after a thoreugh review of this: systenr. in. Both: countries;
. Says.
But tlie: peal: conditions. of industr,
mined, simly by The was thatthave boen i anil 1 i & Inefcioney;
w
Iatk'ot interest in. wug& and’ mﬂu&mﬁ tion, vmuid be tou:d in
ter onnse of discontont and dissatisfaction among employees
nominul: wages: fixed.

Annther distinguishied autlior lins sadd:

T am quite sure st the arbitrati has
ot ke Bhene 0 Fontu i over B o sten
A thoreugh and exhaustive report on tiie: werking: off eompul-
'sory and conciliatory and arbitration laws was mude: by the
royal commission, a commuission that visited’ all’ the countries in
fwmm these hoards were in: operation; and! mude: anything: but
- an unfavorable report. T call the attention of the Senate; how=
"e\er, to this pertinent paragraph, the thing that seems: to have
Been gverlooked by those who are studying simply its effeet upon
the: employer and the employee- and' overlooking the rights and
interest of the general publie:

They said:

The effect of' the working of the act—

As far as the general pnblic is concerned, and that_is the thing
i which we are principally interested here—
has. b douli to make the e to.

uﬁg :;?’ nt: it:m o whicH hu% ren ! by @ board: or the
court, when the tariff is high enough or other cenditions oceun tei prevent
mmign comnetluon. Lma already pointed out that, in. the hnngrl.mde,

imposed are such that outside producers are able

Teap: the tnniﬁ‘ fence, and! w Hemher, off tha Hbuse ut‘ Representatives mtlt
m-mn.,“].ttlme il duties: are- done: away with, the: act may as well
be: repealed. as mixlns wages: in the manufacturing industries is
converned.” T]m coakFmine owners a upon an advance in price
when. the cost of hewing was- raised, the flour millers acted similariy:
Building: has begome: more mmm: this trade: the contractors:
at first made wery little ti.nn, to, the claime for advance in wages;
secure as they considered’ themselves in the ability to pass on the extra
cost of construction: to those who required thein sepviees, Now, how-
ever—

And this should’ give us pause at this time—

tliey are of opinltm- illat the tendency of the awards: is likkely to narrow
tﬂ& 20 their ess, and they are maling efforts to oppase
&m:ﬂj the demands of the mem:, Cost of living, particularly
Irent, is becoming dearer, I was informed.
: The. inevitable result of allowing the empleyer and the em-
| ployee to agree om the: wage, and: then suthorizing the: Governs
'ment to give that agreement the force and effect of law, the
.publie unconsidered and unvepresented,, is to. arbitarily mi&e
wages. Amnstralize and New Zealand asbandoned! every semblance
iof free trade; closed' their ports wlhen they wenft to: this per-
| nicious. pelicy,, and’ kited. wages so- high that they were only
{ stopped: when, the cost of living became: acutes.

Are we prepared’ at this: time to adopt o pelicy whose friends
admit results in inefficiency among the laborers and increased
cost off the product of labor?

In my opinion: the fear that haunts the minds of Members of
the Senate and eof members: of the committee and has. induced
‘them to adopt this dangerous expedient, the fear that there wildl
Ber a universal dislocatien: of transportation: business in the
United States, & universal paralysis of the whole movement of
commerce from: ocean to ocean, is unwarranfed. I§ never
‘occurred before and we have no-reasen to apprehend: that it will
eecur in the: future.

A strike, espeecially among: the employees of common: carriers,

- very far from being’ detor-
S andi if lnid’ bare- I think

‘among engineers and! firemen and: conductors, is a dernier resort
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‘to. which they never come except after long negotiations and a
failure to reach any kind of agreement. These strikes, these
disagreements, are the result of the failure of the employees
to concur or to agree in some arrangement with their employer.
Is it possible that when you have turned the roads back to not
less than 20 nor more than 35 separate and distinet corporations,
that each one and all of the corporations will have the same
trouble at the same time? If they are local, if the walkout
occurs upon one road and not upon the other, then you are not
face to face with the evil and need no new legislation to handile
it, and there is no reason to apprehend that it will be universal
in the future any more than it has been in the past.

Now, let us suppose the thing should occur. Let us suppose
that 2,000,000 men should at the same time and by common
agreement all quit their work at the stroke of the clock. Re-
member the bill, as the chairman of the committee has said, is
not like the injunction at Indianapolis. It is not directed against
a half a dozen labor leaders. It applies to all, says the chair-
man, and that is true. It is a fundmental principle of the law
of conspiracy that where a number of men agree to do an
illegal thing it does not matter about the extent to which each
participates in the enterprise, they are all equally guilty.

If 100 men agree to commit a robbery and 95 out of the 100
act as mere pickets, all are guilty. The same applies here, If
they all agree to walk out you have 2,000,000 men who have
violated an act of Congress. What are you going to do with
them—put them all in jail? In 1910 the prisons of the United
States accommodated a little over 111,000 men. You would
have to put 20 men in each cell, if you had depuiy mmrshals
enough and soldiers enough and civil oflicers enough to appre-
hend and incarcerate 2,000,600 men. When you did, when the
last railroader was in prison, who would run your railroads?
If you could go and find new men to run the roads after im-
prisoning these men, would it not be easier to find them before
you imprison them?

You know and I know and the employees upon the railroads
know that the law can not in the nature of things be enforced.
The only reason for passing it is the frail hope that it will never
have to be executed ; that it will never be violated.

The laws of the Supreme Judge, from whose decrees there is
no appeal and from whose punishment and vengeance there is no
escape, are violated. The children of Israel violated them
before the thunders of His wrath had ceased to reveberate about
Sinai's flaming top. No law has ever been written yet by God
or man that has not been violated, and yet we are told that while
we know this act is impotent, while we know it can not be
enforced, we believe the moral effect, the sanction of it, will be
such that the men will obey it, although they have told you that
they will not.

The act not only never prevented a strike and never will, but
the history of it in every country that nas ever tried it shows
that it is the most provoecative thing of strikes and dislocations
and revolts among labor that has ever been conceived by the
wit of man. I know of nothing more interesting than the
funeral orations which were delivered over the act in the New
Zealand Parlinment after 10 years of trial and the admission
of utter failure, of failure so ludicrous and pathetic as to
amount to a legislative and judicial fiasco and a farce.

In discussing the failure of an act which the chairman of the
conymittee says in all respect is like this, that in every essential
resembles it, this act is a twin of the dead New Zealand experi-
ence. Said Mr. Rigg, a member of the Australian Parliament,
on July 1, 1908: 0 e :

reven
by T e e D e omptes. (0. o
s&', T have already said that we committed a great error when we made
that change. What has been the result? We have found that we have
put a law on the statute book that we have been unable to enforce, and
no one seems capable of suggesting any effective and proper means of
enforcing it. Let me remind the honorable gentlemen that threats of
fmprisonment were used to compel the pafmcnt of fines under the act;
that, in fact, writs of attachment were issued against strikers which
entaniled imprisonment if they had not been respected. Again, we know
ihat where there is an extensive strike, and especially where the strikera
are assisted and mutuallf supported by other unions, it is impossible to
enforce the law by imprisonment—quite impossible. Without consider-
ing the obvious dllIicullf of accommodating as prisoners a very large
number of our fcllow citizens, to enforee it would be to deprive em-
ployers during the term of imprisonment of the very labor they can not
do without and thus to prolong all the evils that arise from the strike

itself.
T'his brings me to the next method of enforcing the law, which is by
fine, and I ask, Is it possible to recover the flune? I say no.

This man is speaking from 10 years’ experience with the opera-
tion of the act under his own eyes,

We have had reecently, first, a unlon distributing its funds in order
that they might not be attached, and then we have had the case where
the goods of the strikers have been distrained, a number of articles
selzedd, and, when put up to auction, bought in for 12s, Gd. by an inter-
ested party and returned to the owners. Now we are adopting another

method, which is the attachment of wages over and above the sum of
£2 a week. Now, without expressing any opinion as to the legality of
such a course, let me ask, Supposing the attachment of wages resulfs in
the men refusing to work any longer, how are ogou oing to enforce the
payment of the fine? Have }}ou not then repr uce{j the conditions that
existed during the strike? he strikers who bhave been fined say, * So
long as our wages are attached by the court we will not work,” and that
means of recovering the fine is destroyed.

I call the attention of the Senate to another brief and graphie
description of the expiring agonies of the same act in the first
country that ever tried it. I quote here from the Federationist:

For the first 12 years after the adoption of compulsory arbitration
in Australasia its advocates had many reasons for satisfaction. The
grievances and the wrongs of the men were s0 obyious that no court
could refuse them awards, so the workers were satisfied. As the adop-
tion of the law coincided with the period of prosperity the employers
did not seriously cbject to increased wages.

As long as you agree to boost wages it works. Have you any
need of law on a rising scale? Are wages rising fast enough in
this country to suit you, or do you want to put this thing in
under them and give them another shove upward?

The high tariff wall—

That is another thing that is necessary as well as the mini-
mum wage scale. You can not operate this proposition with-
out excluding labor, that is governed by the law of supply and
demand, and not by boards and commissions. Wages should
rise according to a natural demand and not according to the
maneuvers of boards and commissions, to the detriment of the
general public.

Beginning with 1901, however, dissatisfaction developed among the
workers. his culminated in a long series of strikes, beginning in 1906,
when a strike occurred on the tramways in Auckland. In 1007 there
wnatn l:trge strike among the slaughtermen. In 1908 the coal miners
went out—

All in the teeth of this law.

The same year the motormen and the conductors in Auckland struck,
and the bakers of Wellington. The labor report for New Zealand for
1908 showed 23 strikes, affecting 2,380 men, and sloce then strikes
have increased in number and in scope.

In February, 1907, the slaughterers demanded an increase In wages,
The packers refused to grant this and referred the question to the arbi-
tration court. Knowing that the court would consume the most vala-
able time of the season in reaching a decision, which in the end would
probably be unfavorable, the men struck illegally. The four principal
centers of the packing business were tied up. This desperate situation
forced the omlgloyers to grant the increase. The court was in a
dilemma, for * the law must be upheld.” They arrested the slaughter-
ers and fined them $20 each. It was a long and tedious process. Men
were numerous and hard to identify., Those brought In were searched
but the $25 was not forthcoming. The whceg of justice groumj
glowly ; when summer wa$ ended many unfined slaughterers had van-
ished., The law had been defied with 1m£unny; it was impotent to
prevent the strike and could not enforce the penalty for striking.

The necessity of enforcing the law prompted the Government to in-
crease Lhe penalties for its violation. In the future anyone who struck
while a case was pending might be fined, and in lien of the fine his
Eoods confiscated or the man himself imprisoned. Any labor union or-’

ering a strike, or permittin'i its members to strike, must pay a fine.
Then, lest the unions evade the law by withdrawing their registration,
the fine for strlki.ug was extended to all trades supplying a utility or
necessity whether the trades were organized or not.

Strikes among the slaughtermen have been espednllf numerous in
New Zealand, and for that reason are counted separately in the labor
reports. In the year 1908-9 penalties were inflicted on workmen In
2066 cases, the fines aggregating $6,650, of which, at the end of six
months, 584 per cent remained unpaid.

In 1908, after having presented their grievances again and again and
receiving no answer except the dismissal of the men making the com-
laints, miners struck. ‘reparatory to action they divided their union
unds amo%ﬂ:e individual members to prevent their being levied on
for fines, e employers invoked the mew law. The household goods
of the men were selzed—cook stoves, sewing machines, and furniture,
including articles owned by wives before marriage, The goods must be
sold at public auction, but buyers there were none. Finally a smiling
man offceed $1.25 for the whole lot, and got it. DBefore night thé miners’
goods had Dbeen returned to the miners’ homes. Thus it was again
plain the law could be defied with impunity. Enforcement of law
depends on popular sentiment or concept of justice.

ere enactment of legislation is no remedy. Compulsion can not be
extended beyond certain limits,

The law referred to, it will be understood, was perfectly fair;
that is, it was ambidextrous; it applied to both sides. The law
provided heavy pains and penalties against the employer who
did not raise wages on demand. The boot and shoe makers of
New Zealand refused to obey an award of the commission;
at least they closed their shops and boots and shoes were im-
ported., Then the workmen turned on the law.

J. Stephen Jeans, late secretary of the Iron and Steel Insti-
tute, in a comprehensive review of the whole guestion, has this
to say about compulsory arbitration:

Practically, however, all experience and precedents up to the present
time are dead against compulsion in any form. You can not very well
compel a1 man to agree to submit to reference whether he shall be re-
quired to work for a certain employer for a certain wage at a certain
time, This must be left entirely to the man's own choice. Nor can you
deal differently with a body of men, however numerous, so long as they
have broken no laws and rendered themselves amenable to no penalties.

Workmen must be continued in the enjoyment of the right to dispose of
their labor at whatsoever price they like, and this being so they can not

be compelled to arbitrate as to what the price of that labor shall be oo
as to any other general condition affceting its value and duration.
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In my humble opinion, you are attempting to incorporate into
this act a foolish and indefensible expedient highly offensive to
labor, utterly useless to capital, and eminently ecalculated to
produce the very evils it is designed to correct. Such legislation
has often produced strikes by the wholesale. It has never
settled one, it has never prevented one, and it never will.

Prof. John R, Commons, of the University of Wisconsin, and
Prof. John B. Andrews, authorities of national repute, hayve writ-
‘ten an exhaustive work upon this subject, entitled * Principles
of Labor Legislation.” With no political bias, without the ques-
tion being agitated, speaking not as advocates but friendly to
many provisions of the law, they review with pertinent com-
ments the history of compulsory arbitration in Australin. They
Say:

* * * Tyurn now to the turbulent history of New South Wales.
* % * This one State furnishes more than half of the days lost by
strikes in all of Australla. * * * After a futile voluntary arbitra-
tion law of 1892, New Bouth Wales passed its first compulsory law in
1901, * * * The act ired in 1908. The single court had not
disposed of the cases brought before it with sufficlent rapidity. The
antilabor ministry in power at that time adopted a comprehensive sys-
tem of wage boards modeled after the Victorian system, whose deter-
minations were subject to appeal to a special court of arbitration—

The exact provision which is contained in this proposed legis-

lation—
All strikes were declared illegal. A system of fines was adopted to
reach the union funds. 8Strikes, almost of the character of rebellion,
followed, and the next year the same ministry rushed through a bill
lDlJl.!cahie to strikes in certain necessary industries, like coal mining.
These provided a penalty of not exceeding 12 months' imprisonment for
instigating strikes, and the same length of time for mere participation
in a strike meeting—

What was the effect of that on the coal-mining industry?

Immediately there followed a strike of all the coal miners in New
South Wales—

They accepted the challenge instantly—

The situation became intolerable, and the Labor Party came back to
power, A mew act was passed in 1912, The severe penalties were
wlthkdrawn, and speclal conciliation boards were created for mine
workers.

But neither under antilabor ministries nor under the present labor
ministry is New South Wales industrially quiet. Frantic assertion of
authority has been followed by flabbiness in the administration of the
law. This has resulted in a series of headless strikes. The officials of
the unlon, who might be prosecuted, make a show of dissuading the
men—

Have we not had a similar experience recently in Indiana?—
and the men strike with neither political nor economie consequences,
as the Government will not prosecute the rank and file, and the em-
ployer is bound by the awards. Practically the compulsory arbitration
sy::em of New South Wales has become an imperfect wage-board
system.

The act of New South Wales was repealed. A provision was
placed in the law of 1912 mildly reprobating strikes and in cer-
tain instances punishing them as a misdemeanor, and again the
laborers struck.

The mild act of 1912 was not anything like as obnoxious as
the previous one. Under it a strike or lockout was regarded
not as criminal but rather as an extravagant expedient, liable
to penalization extending to a charge on any moneys then or
thereafter due to the person ordered to pay such penalty. The
court was also authorized to grant a writ of injunction to re-
strain any person from continuing to instigate or to aid in a
lockout or strike, the maximum penalty being imprisonment for
six months.

In protest against and in defiance of this act, in a country
containing less than 1,000,000 adult males, there followed in one
year 280 dislocations, involving 144,704 men, and entailing the
appalling loss of 2,861,595 working days, with the result that
the objectionable provision was repealed in the following year
by an amendment establishing the principle that sirikes and
lockouts, with certain exceptions, were expressly recognized as
Jawful.

Every country that has ever attempted to enact such a law
08 we are now attempting to enact has precipitated strikes,
with the result that the law has been repealed and the right of
laborers to quit the employment and personal service of any
man or corporation without let or hindrance has been expressly
recognized. Canada has done so; New Zealand has done s0;
New South Wales has done so; England has done so; and yet,
in the teeth of these multitudinous failures everywhere in the
civilized world wherever the attempt has been made, conserva-
tive men at this crucial time, at this perilous time, are endeavor-
ing to revive this indefensible experiment.

Great Britain and Canada alike, admitting the impotency and
folly eof such provisions as this, have incorporated into the law
express provisions recognizing the right of men to quit and
guaranteeing immunity to employees who individually or col-
lectively protest against objectionable working conditions by
a refusal to longer endure them.

LIX—43

After more than 10 centuries of experience with every char-
acter of legislation penalizing combinations among employees
or any character of interference in the relations of master and
servant, employer and employee alike, in Great Britain have
Joined in the utter repudiation of the whole scheme of compul-
sory arbitration.

As I said on yesterday, we have had for 2,000 years experience
with Jegislation similar to this. Senators will remember from
the reading of Blackstone that it was a fixed principle of Eng-
lish law for five centuries that any combination among work-
men for the purpose of extorting an increased wage or other-
wise inconveniencing an employer was illegal; that any inter-
ference between a man and master was a misdemeanor or
worse,

Very recently this whole question has been subjected to the
most exhaustive inquiry by the Whitley Commission. In com-
menting upon the report of this commission, Mr. Joseph Horton,
British correspondent of the Iron Trade Review, of August 1,
1!?,118i thus summarizes the result of the findings of this com-
mission.

These are not the protests of labor; these are the cold and
deliberate judgments of capitalists and of employers of work-
men. I quote from the Iron Trade Review of August 1, 1918:

Should employers and employees be compelled to submit their disa-
greement to arbitration? Bhould employees be compelled to remain at
work while disagreements are being arbitrated? These were among the
k'::_f questions studied by the commission appointed to investigate indus-

al unrest in Great Britain. In the latest rt of the commission
both questions are answered in the n atjve.m?‘[‘)he Whitley investiga-
tion commission, as the board is called, found that neither employer
nor employee favored comFulsor:r arbitration.

In this the second article written by the Iron Trade Review's British
correspondent dealing with the British labor problem, the commission’s
reasons for its findings are set forth. It is pointed out that the main-
stay of British industrial peace is the frank discussion of problems be-
tween employers and em]i;loyees. and voluntary arbitration in all cases
where such dlscussion fails to bring about the desired results.

The commisslon is strong in its advocacy of industrial councils in the
various industries as a reliable means of arriving at a satisfactory
understanding. The success of the voluntary arbitration plan has been
founded on the confidence of both employers and employees in their
arbitrators. g

If it is not possible to enforce such an act in little islands,
in thinly populated countries, how will it be possible to enforce
such an act in this great country? The male adult population
of New South Wales and of New Zealand does not equal the
number of men now in the service of our railroads. There are
not 600,000 adult, able-bodied workmen in either New South
Wales or in New Zealand. There are more men in the employ
of the common carriers of the United States than there are
men, women, and children in either one of these countries; and
yet these little, thinly populated countries could not enforce
such an act on account of the number of men it affected. What
are you going to do with 2,000,000 of men?

Mr. President, I have followed this committee and its great
work with interest and with admiration. Its members have
brought learning, experience, patience, and courage to the
solving of an immense problem and to the performance of a
titanic task. You have revolutionized a great industry in
America. You have taken these roads from the control of the
State Governments and placed them under Federal control,
You have supervised and controlled the issuance of their se-
curities, the payment of their rates, the organization of the
corporations.

If we must make this attempt, let it be done in another bill
and at another time. This all-important and vital legislation
should not be shackled, should not be endangered by this pro-
vision, requested neither by master nor by servant, and sternly,
and I think wisely, opposed by millions of men directly af-
fected by it. This bill contains many things which are wise
and good and more which are untried and new.

We are about to reorganize and revolutionize a system of
transportation which equals in extent and value the mileage of
all other railroads on the globe; we have provided for the
reorganization of the corporations which have hitherto con-
trolled and operated these systems; we have transferred them
from the jurisdictions of the State to the Federal Government ;
we have regulated their earnings and the issue of their secur-
ities. The industrial peace and prosperity of this Republie
rests in great measure upon the success and the great work
this committee has attempted and to which it has given earnest
thought and indefatigable attention and to which it has brought
the talents and the experience of men who have given years of
their lives to an understanding of this titanic problem. To
make the reorganization of railroads and their return to private
ownership a success you need not only the cooperation of presi-
dents of banks and railroads, of financiers and traffic managers,
you need the cordial, capable, enthusiastic cooperation of the
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2,000,000 men who have operated this vast machine with such
signal energy and efficiency. Were this some new industrial
panacea, not branded all over with demonstrated failure wher-
ever tried, it would still be objectionable at this time. Owners
and operatives alike have problems enough to solve, and in
their solution we need the cordial and capable cooperation of
master and of man. It is not necessary, it is not wise, to en-
danger the success of the whole scheme by provoking the sullen
opposition of those upon whom the expeditious and efficient
movement of the commerce of America admittedly depends.

For the reasons assigned I offer an amendment providing for
the elimination of the whole plan of compulsory arbitration
from the pending measure.

Mr. JONES of Washington. Mr. President, I have received
a letter to-day from the representative of the Farmers' National
Councll, which he asks may be read and printed in the
Recorp. I am glad to ask that this be done. He claims to
represent a large number of voters in the State of Washington
and to speak their views regarding this bill. I ask that the
letter may be read by the Secretary.

The VICH PRESIDENT. Is there any cbjection? The Chair
hears none, and the Secretary will read as requested.

The Secretary read as follows:

FARMERS' NATIONAL COUNCIL,
‘ashington, D. C., Dcccabar 15, 1919,
Hom WEesLEY L. JoxES
Room §j5, Benate 6ﬁc¢ Building, Washington, D. C.

My DEar BENaTOR JoNES: At the unest of the Washington St.nte
Grange, of the executive committee of which I am a member
resenting the triple alliance of Washin on ' State, . tncludlns the
Grange, the State eration of Labor, and the Rallway Brotherhood,
I have come to Wi gton to oppose the Cummins bil s.nd tha Esch
bill for the return of theé railroads, and to urge most st that
the period of Government operation of the railroads Dbe extan ed for
two years in order that we have an opportunity, after a fair trial,
to determine whether or not vernment operation of the railroads i
ad\nntamus to the Ameri peo?e

am confident that 290000 voters of Washington State. all those
whn understand the Cummins and Esch bills, are opposed to their
enactment, and feel that it is fundamentally unjust to the men,
women, and children of America that legislation of such vital im-
vortance should be rushéd through without fair and just dimaston

\§ the ranteeing of dividends to the railroads, as provided
!netgg Cummfnful? ill, smcegsnch guaranty of 6 per ecent lnf.erext will
nd petty graft—more,

Flnce a premium upon i.neﬂ!ciency and waste a
t will make them

bebalf of thm izations I resg:cttul!_r ucst that you
wl!l bnm this communication read to te and orporated in
the RECORD, thst it ma known to all Members of the Sennte that
the people of Washi n State, who so vigorously, ea.rnently, and
with such selfnerince worked for the winning of the wi over-
whelmingl oppm the pﬂnc‘.l les of the Commins and Esch blhs and
demand t matt vital - mporn.m shall be determined
only after t.lwrousi discnsslon and undersh ding.

Euurs. respectfully,
FrEp J. CHAMBERLAIN.

My. CUMMINS. Mr. President, on page 58, line 25, I propose
the following amendment: After the word “carriers,” I move
to insert the words “including sleeping-car companies.” .

I may remark that there has been some question as fo
whether the employees of the sleeping-car companies come
within the proper interpretation of the words * upon railway
earriers subject to this act.”

The VICE PRESIDENT, The amendment will be stated.

The Secrerary. On page 58, line 25, after the word *‘car-
riers,” it is proposed to insert the words “including sleeping-
car companies.”

The VICE PRESIDENT. The question is on the amendment
offered by the Senator from Towa.

The amendment was agreed to.

Mr. CUMMINS. In section 43, page 89, after line 13, T move
to insert the matter which I send to the desk.

The VICE PRESIDENT. The amendment will be stated.

The SecreTAary. On page 89 of the bill, in section 43, it is
proposed to insert, after line 13, as a separate paragraph, the
following :

Through rates for transportation wholly bﬂ shall be made for
the entire ordin tran mtlon gervice from polm: nr origin to the
destination and very at the depots, ware team tracks, or other
usual unloading places; and in case of ord! live stoek destined to

be received at pu.b!ic ltockfuds. to include service of un

and delivery of inbound shipment into sultable pens, nnd receipt an
loading of outbound shipments; such to be deemed the carrier’s facill-
ties, his provision shall likewise apply to other than ordinary live
stock destloed to or recelved from such etockyards handled in the
game manner, provided that where by reason of the extraordinary value
of the anlmals or their condition it is reasonabl ner:mury for thelr
proper care and hsndilg such additlonal ge is reasonably
Decessary in properly ng for the same, the uu}u and delivery
or loading thereof ma Ired by the carrier of tlm shipper, which,
1f not furnished by 1 be furnizshed by the earrier, and reason-
able charge made therpror against the shipper, all of which shall be
carried in tariffs and subject to the determination of the commission.

Publie stoc! s are those nsed as facilitles for handling live stock
at plam of urchue and suughterinﬁmlnc}mllns those at which
the partment o gricnlture maintains of ment animals

for slaughter, and sueb other places as the mmmiasmn may find in com-
mon use for handling or buying and selling live stock by carloads, to be
designated by the commission.

Mr. CUMMINS. Mr. President, this proposed amendment
has been brought to my attention by the American National
Live Stock Association, of which Judge Cowan, of Fort Worth,
is the general counsel.

The reasons that have been submitted to me for the adop-
tion of the amendment are that it has become the practice
of the railroad companies, or those connected with the railroad
companies, fo separate their charges, and when a shipper,
especially a live-stock shipper, asks what the rate is from
the point of origin to the point of delivery, which is a stock-
yard, the rate is given according to the published tariff, and
then the railroad company adds to the rate a series of charges
for various services performed in econnection with the trans-
portation of the live stock, so that the shipper does not know
from time to time what it will cost him to have his stock
delivered at the point to which he ships it.

I am entirely in sympathy with the purpese of these shippers,
and want to bring the whole subject within the jurisdietion
of the Interstate Commerce Commission, and compel the car-
rlers to state in the published tariffs the rate that must be
paid by the shipper for the entire service of taking the property
at the point of origin and delivering it to the point at which
it is to Ieave the car. I think it is an amendment which will
tend toward the protection of those who have occasion to use
the railroads in the shipment especially of live stock.

The amendment was agreed to.

Mr, CURTIS. I offer an amendment. I will state that it is
the amendment I offered last night, which was printed and
read, and about which remarks were made by myself and the
chairman of the committee. I have nothing more to say about
it. The chairman of the committee says he has no objection
to it.

The VICE PRESIDENT. The Secretary will read the amend-
ment,

The SecreTary. On page 10, in lines 11 to 14, after the word
* carriers,” strike out the words ** of which Federal control was
relinquished prior to July 1, 1918, as provided in the act of
March 21, 1918, this act shall constitute a guaranty for the said
period,” and insert the following: * referred to in the follow-
ing provision in section 1 of the act of March 21, 1918: ‘That
every railroad not owned, controlled, or operated by another
carrier company, and which has heretofore competed for traffic
with a railroad or railroads of which the President has faken
the possession, use, and control, or which connects with such
railroads and is engaged as a common carrier in general trans-
portation, shall be held and considered as within Federal con-
trol as herein defined, and necessary for the prosecution of the
war, and shall be entitled to the benefit of all the provisions
of this act,) and subsequently relinquished regardless of the
wishes of the owners, this act shall constitute a guaranty (a)
to the extent of any aetual operating deficit, including taxes,
that may have been incurred during the period January 1, 1918,
to the date when this act takes effect; and (b) to constitute a
guaranty until expiration of the fonr mont!}s period heretofore
provided in this section.”

The amendment was agreed to.

Mr. UNDERWOOD. Mr. President, there are a great many
features in the bill which cover subjects that seem to be in
general accord with the views of most of the Senators. I take
that to be true, because there was no serious oppesition  to
them in the committee and there seems to be none on the ﬁoor
of the Senate.

The questions of dispute to a large extent narrow down
to the issnes involved in section 6 and the section of the bill
relating to labor disputes. What I have to say at this time
I intend to confine to those two sections of the bill, but I
do not wish it understood that by my silence I do not approve
of and am not in accord with many of the other splendid fea-
tures of the bill.

It is practieally impossible, of course, to write a piece of
legislation that embraces so important a subject matter and
covers so large a field, both in the business to which it relates
and the economic problems involved, that all men can agree to.
In fact, there are some few provisions in the bill that I
would change if I had the sole writing of the bill. But bills of
this kind are more or less a matter of compromise. We must
accept the good with the bad, and, in my judgment, the very
large percentage of the bill is entirely good. The few clauses
that I would change are not of such grave importance that I
can not accept the bill as a whole.

I feel that we must legislate on the gquestion of railroand trans-
portation, and legislate at a very early date, or we will en-
danger the entire transportation system of the eountry. More
than a year ago the President indieated his desire to return
the railroads to their owners. He has twice set the date on
which he proposed to return them, uunless in the meantime the
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Congress legislated. I do not believe that it is possible to
return the railreads to their owners under present conditions
and without remedial legislation, without danger to the busi-
ness interests of the country. I do not mean that to be confined
entirely to the railroads themselves. I have no interest in a
railroad, never have had, and never expect to have. All the
business interests with which I am connected are on the side
of the shipper. But I realize the business from my standpoint
can not be carried on unless the railroads of this country can
function, unless the transportation facilities of America are
prepared to carry goods that are produced in the fields and the
manufactured products of the country to their ultimate market,
where the producer can receive his money reward.

The policy of the regulation of railroads in the past has been
correct, so far as policy is concerned, The practical workings
of regulation in the past, in my judgment, have been a mistake.
We have forced a condition in the supposed interest of the
shipper to a point where we have reduced the problem to the
successful operation of a few great systems in Ameriea, and
almost to the finaneial destruetion of 60 per cent of the Ameri-
c¢an railroads. I do not mean by that that 60 per cent of the
railroads are in the hands of receivers, or would have gone
into the hands of receivers before the Great War came on; but I
mean that G0 per cent of the roads were not functioning so that
they could give the facilities that the producing and business
interests along their lines were entitled to. They were not
able to put in additional trackage, build additional cars, furnish
faeilities of all kinds, that would develop the business interests
along other lines.

I think that the freights of this country should be carried at
a reasonable rate; but, on the other hand, I believe that it is
far more important to the shipper to have railroad facilities
that will properly put him in contact with his ultimate market,
und it is the question of cheap freight rates. By that I do not
mean to say that freight rates ought to be exorbitant, but I
think a reasonable increase in freight rates that will develop
railroad facilities in this country is far better for the develop-
ment of the business of the Nation than it is to have a paucity
in freight rates and a lack of railroad facilities.

The purpose of drawing the bill, the basis of the bill, was to
meet those conditions and conditions growing out of the war.
We all recognize the fact that a dollar to-day will not purchase
half the commodities that it did four years ago. That is true
so far as the railroad operator is concerned, as it is so far as
the man who must earn the dollar by his daily toil is con-
cerned.

We also must recognize the fact that during the period of the
war, under Government control, or at least since the period
when the Adamson bill was enacted by the Congress, wages on
these railroads have increased over a billion dollars.

That increase amounted to more than all the railroads have
ever paid in any one year for interest on their bonds and
dividends on their stocks. I know of no man who is now
proposing to cut that wage scale, to reduce the wages that
are paid. There is a proposal in the bill for wages that may
come in the future, but as to the present wage scale I know
of no proposal coming from anyone for a reduction. Without
a reduction of the wage scale, the cost of the additional wage
must be reflected into the cost of the transportation of freight
and passengers in America.

Mr. KING. Will the Senator permit an inquiry?

Mr. UNDERWOOD. Certainly.

Mr. KING. Does the Senator mean to indicate—and I ask
for information—that the wage scale is proper, regardless of
the fact that the prices of all commodities and everything else
may go down very much lower than they are at the present
time?

Mr. UNDERWOOD. No; I do not mean to indicate that the
wage scale is permanent, neither to go up nor down; but I
think it is a fixture for the immediate present,

Mr. KING. I agree with the Senator,

Mr. UNDERWOOD. That Is what I am addressing myself
to. There are provisions in the bill for readjustment of the
wage scale. In passing, 1 will say that in some particulars
1 do not think the wage seale was too high. The increase to
the conductors and railroad engineers was only between 30
and 40 per cent. I do not think .hat was an extravagaut
increase for those men under existing conditions with the
present high cost of living.

But in some other branches of the service the wage scale for
rome particular employees was several times in percentages
greater than was granted to the engineers and conductors. I
think it was an increase that was out of proportion to the
increared cost of living or to the average increase in wage
scales on railroads or off of them. I think the increase couid

have been better adjusted if it had been worked out by a
board that was conversant with the facts and conditions and
had properly solved the problem.

Mr. CUMMINS. May I interrupf the Senator for a moment?

Mr. UNDERWOOD. Certainly,

Mr. CUMMINS. I was afraid the Senator from Utah [Mr,
Kixa] may have misunderstood the remark of the Senator from
Alabama. The bill does not establish any wage scale or per-
petuate any wage seale. Possibly the Senator from Utah has
confounded the bill with a provision found in the House bill.

Mr. UNDERWOOD. I did not mean fo imply that it did. [
did not so understand the Senator from Utah.

Mr, KING. Noj; I did not so understand it, I will say to the
Scnator from Iowa. I understood that there was nothing in
the bill which would perpetuate the present wage scale or prevent
the board created from adjusting wage scales upon proper appli-
cation. ,

Mr. UNDERWOOD. Nothing at all. My remark merely was
as to the condition of facts, that it is not probable that they
will be changed at this time, and, not being changed, we have a
problem to face us of a billion-dollar expenditure that was not
facing the railroad management before the war.

Of course, there is the cost of coal and the cost of all other
supplies, but in addition to wages and supplies there is another
problem that the railroasds must meet in the future which is even
more difficult than this and to which they have not yet come,

"and that is the cost of buying money, because you have to go into

the market and buy money to operate with just like you have to
go into the market and buy coal to operate with and to buy labor
to operate with.

Twenty years ago a railroad bond was a prime security——

Mr, THOMAS. Some of them. .

Mr. UNDERWOOD. The Senator from Colorado says some
of them were, and I accept the amendment ; that is true, but they
were so regarded as a prime security that conservative New
England, through her legislative enactments, required that the
funds of trustees and certain trust companies and savings banks
should be invested in railroad securities because it was con-
sidered a conservative investment.

Mr. McCORMICK. Securities drawing 3 and 31 per cent.

Mr. UNDERWOOD. Certainly. Of course, bonds were pri-
marily the case, but even stocks at that time had a larger divi-
dend of 4 per cent; had a ready sale on the market. The condi-
tion has entirely reversed itself. Investing capital has gone in
other directions and went in other directions before the war.
The great industrials were regarded as better investments and
since the enactment of the income-tax law, State and county
and municipal bonds have become the prime investment for
conservative capital, and since that time a great issue in
many billions of dollars in Government securities has flooded
the market, absorbing the idle capital that is here for invest-
ment and leaving no field for investment in railroad securities.

To properly equalize the purpose of the bill T think it is abso-
lutely necessary that we should bear the fact in mind that
it is the price of money that requires the legislation. You say
that the roads have many bonds out on which they are only
paying 4 per cent. True; but I can also say that there are many
securities of the railroads out now on which they are paying
G and 7 and 8 per cent interest. More than that, the railroad
securities in the nature of bonds that were issued in the past
when railroads were a fine investment are falling due, some
this year, some next year, and most of them will become due
in the next decade. When they become due they must be paid.
There is but one way in which the railroads can get the money
to pay them, and that is to borrow. Is there any Member of
the Senate optimistic enough to contend that at any time within
the next decade railroad securities will again sell at par on a
4 per cent basis? I do not think so.

The price of money to-day can better be measured by a Gov-
ernment bond than any other security in America, because we
all regard the Government bond as an absolute certainty so
far as the payment of principal and interest is concerned. We
know that you can go on the stock exchange to-morrow and
buy a bond that is practically tax free, except for the surtax,
on a 5 per cent basis. Bonds bearing 4 per cent and 41 per
cent are selling so far below par that, measuring them by the
price and the interest received, they will pay the investor 5
per cent interest at maturity with no State tax, no county tax,
no municipal tax to pay, and only the surtax to pay so far
as the Government is concerned.

What is that security worth as measured in terms of other
securities? What is a tax exemption of that kind worth to
the investor? Bear in mind that this class of securities is
usually purchased by investors of large means. I take it that
it would not be out of the way at all to say that the exemption
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from taxation is worth 1 per cent to an investor of that kind.
Therefore, in comparing Government bonds with outside se-
curities, which must pay municipal, State, county, and Goveérn-
ment taxes, you can make the comparison that the Government
bond to-day is selling on a 6 per cent basis. I do not regard
that as unreasonable.

Since the bill has been before the Senate there has been some
very severe criticism of it because it proposes to increase the
cost of transportation, because it will increase the price the
shipper must pay for transporting his freight. I am inclined
to think that the statement that out of the bill will grow higher
freight rates is true; but how much higher, and are they jus-
tified by the facts? I have heard it said on the floor of the Sen-
ate since the debate came on that the bill would put an ul-
timnte charge of $4,000,000,000 on the American people. Let
us come right down to facts and see what it does do.

Mr. FLETCHER. May I interrupt the Senator to ask that
he compare what he regards as the probable increase under the
bill with what he conceives to be the inevitable increase if the
bill is not passed?

Mr. UNDERWOOD. I was coming to that.
unidoubtedly correct about it.

Whether this bill passes or does not pass it will be necessary
to take up the slack or the railroads can not run. They will
have to be supplied with the money to funetion or they can not
do business. The Senator is undoubtedly correct. Even if we
do not pass this bill the Interstate Commerce Commission or the
Director General of Railronds must make increnses to meet the
increased expenditures for labor, for fuel, for the procurement
of money, or the railroads ecan not run; they will go into the
hands of receivers. Such an increase is going to come whether
the bill is passed or whether it is not passed. However, the
committee has tried to be liberal

Mr. STANLEY. Will the Senator yield at that point?

Mr. UNDERWOOD. I yield.

Mr. STANLEY. Commissioner Clark, I understand, has made
an ostimate that n freight increase of $1 is reflected in an in-
crease of §3 in the cost of commoditics in the hands of the ulti-
mate consumer, Does the Senator from Alabamsa concur in that
opinion ?

Mr. UNDERWOOD. I am not informed on that subject, and
that is not the question invelved. Suppose it does. Now, let
me ask the Senator a question. I do not know that that is so.
As to how far an increase in a tariff tax will increase the article
to the ultimate consumer, I do not know. That is the same
proposition, and I have heard it argued, as has the Senator from
Kentucky, many a day, with one side of the House contending
that it meant a vast increase fo the consumer and the otlier side
argning that it involved no increase to the consumer.

Mr. STANLEY. I do not think the charges of railroad ear-
riers and import duties can be compared, for the reason that an
import duty is usually levied on an article that goes into the
hands of the consumer, while the cost of a freight rate enters into
each phase of production.

Mr. UNDERWOOD. 8o does a tariff tax,

Mr. STANLEY. I am not asking the question in a eontro-
versiul sense. I am asking for information.

Mr. UNDERWOOD. Yes; I understind. So does the tariff
tax. It starts with the raw materiil and goes up to the finished
product. The Senator from Kentucky and I have often con-
tended it did increase the price, whereas our friends on the
other side of the House contended that it did not.

Increased freight rates are undoubtedly likely to be reflected
into the pockets of the ultimate consumer to a greater amount
than the actual amount of the freight rate; but there is nobody
who can say to what amount. A great many men——

Mr. KING. Mr, President——

Mr. UONDERWOOD. Just a moment—theorize on that ques-
tion. It depends on which side of the question you are on, as
to whether you put it high or low. But nobody knows. I now
yield to the Senator from Utah.

Mr. KING. I think the Senator from Alabama is correct.
I have seen the statement attributed to Mr. Commissioner Clark
and a similar statement, I think, was made by Mr. Commis-
sioner Woolley. As to some articles it is possible to trace the
increased cost, and it will be very much greater in the hands of
the ultimate consumer; but in the ease of coal and eil, which
constitute 40 or 50 per cent of all of our transportation, I do not
think the statemtent holds good at all. Upon the contrary, as to
those commodities I think an inc¢reased rate enhances the cost
by only a very small percentage.

Mr. UNDERWOOD. The Senator from Utah is right. It
largely depends upon the item itself. The cost of ome article
may be Inereased largely and another not materinlly. That,
however, is not the question that eonfronts us. Suppose the

The Senator Is

statement which Is attributed to Mr, Commissioner Clark were
true and that every dollar by which railroad freight rates are .
increased were reflected in the pockets of the ultimate consumer
of the commodity that went over the road to the extent of $5,
and it were necessary to have $1 to run the railroads, would my
friend from Kentucky withhold the dollar? Surely not. If it
were necessary to have the dollar to run the railroads the Sena-
tor would say it is unfortunate that it has to be reflected in
somebody’s pockef to the extent of §5, but the railroads must
function or the country can not live.

Mr. STANLEY. In the sense that a road must have an ade-
guate rate, 3

Mr, UNDERWOOD. Surely. That is the only question.

I have already congratulated the Senator from Iowa [Mr.
Cumarins] on this bill. I think, takem in the main, it is a
splendid and conservative bill. As to every feature I do not
agree with the Senator, but I believe that it will relieve the
sitnation,

When I first eame to the Senate my friend from Iowa was
regarded as a progressive; I think some people behind his back
called him a radieal. He has never functioned on the railroad
gide of this issue; he has never béen a man who jumped through
railroad hoops. Therefore, it rather surprised me when I found
some of the Senators were practically charging him with being
a tool of the railroads because he brought out this bill. The
Senator from Iowa realized that there was a sick man on the
table, that it reguired an operation to save his life; so he has
gone at it in a conservative way and is trying to save the pa-
tient's life.

Mr. CUMMINS. Mr. President, I desire, if I may, to say
in that connection that my views have not been in any way
changed so far as the questions referred to by the Senator
from Alabama [Mr. UxpErwoop] are concerned. I think we
must choose now between Government ownership and operation
of railroads and private ownership and operation of railroads
under regulation. If we choose the latter, it is absolutely neces-
sary to put the rallways in that position whiech will enable
them to secure the money which is necessary to operate thelr
properties. That has been my sole guide in what influence I
have had upon the construction of the pending bill.

I have not consented to give the railroads one penny more
than I believed to be absolutely necessary for that purpose; fiml
a good many members of the committee felf, I am sure, that
the basis we have provided for here was rather too low than
too high,

I may add with regard to Government operation that I have
no doubt that Government operation continued umler present
law will witness a very material increase in rates. The truth
is that rates are now being raised all the time. The rates
which were promulgated about the middle of the year 1918,
known as the 25 per cent increase in rates, which was actually
an increase of more than 25 per cent, are not the only rates
which have been inereased since the Government began to oper:
ate the railroads. The rates have been increased here and there
all the while, and I never open my mail in the morning with-
out receiving information, and protests ordinarily, against an
increase in rates made very recently.

If the railroad companies can mannge thelr properties more
economieally than the Government can manage them, then
there is a possibility that there need be no increase in rates;
but it depends upon the economy with which the railroad com-
panies can operate the properties and render the service as
compared with the economy with which similar service can be
renderad by the Government. .

I beg the Senator’s pardon; but I wanted to state the case
exactly as it appeared from my stamdpoint.

Mr. UNDERWOOD. I am glad that the Senator interrupted
me. I am in thorough aceord with the statement of the Senator
who introduced the bill. We do not want any misconeeption
about the question of what this bill will cost the country if it
is enacted into law, and it is not possible of there being a mis-
conception.

Of eourse, one ean theorize as to how much an increase in
rates is going to magnify the cost of commodities before they
reach the ultimate consumer; that is theory; but when it
comes down to the practical dollars it is going to cost the
country under the terms of this bill, there is not room for
theory; the faet is plain; it is definitely fixed in the Dbill, and
is not subject to controversy. I refer, of eourse, to the
mandatory features of the bill.

So far as I know, there are but two provisions in this bill
that will affect an increase in freight rates. One is the pro-
vision that authorizes one-half of 1 per cen: for permanent
improvements, which has heretofore been taken out of the net
income of the railroads, to be taken out of the gross income
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of the railroads in the discretion of the Interstate Commerce
Commission, That provision is not mandatory in any sense
of the word but absolutely discretionary with the commission.
How ecan any man who for the last three decades has con-
sented to the regulation of the freight rates of this country
by the Interstate Commerce Commission, where there was no
limitation whatever upon the action of the commission except
their own discretion in the matter, contend that there is any
violent change in this bill, when the committee, to be on the
safe side, renewed in the commission the power of exercising
a discretion to the extent of one-half of 1 per cent, when
heretofore they had the diseretion with nothing to limit them
but the blue dome of heaven, the reflection of the sentiment
of the American people, and their own conscience as fo what
was right and what was wrong about the matter? Now, leav-
ing out that, which is merely a discretion which the commis-
sion has now——

Mr, STANLEY. Mr, President——

The PRESIDING OFFICER (Mr. Gerry in the chair). Does
the Senator from Alabama yield to the Senator from Kentueky?

Mr. UNDERWOOD. I yield.

Mr. STANLEY. Before the Senator leaves this peint, I wish
to propound another guestion to him in the same spirit in which
my last guestion was propounded. It has been stated repeat-
edly—in fact, the statement has been made to me by persons
who elaimed to know and who spoke from authoritative data—
that not only was the rate multiplied to a startling degree but
that the Government was now operating the roads at a profit
and had been doing so for several months. I am not in favor
of Government ownership; I am anxious to see the roads re-
turned to their owners at the earliest possible moment; but I
was sarprised at such statements, not that I question them,
because 1 have never investigated the matter and do not know;
but conscious of the profound study which has been given to
this question by fhe Senator from Alabama and having great
respect for his judgment, I had hoped that he would discuss that
matter before leaving this phase of the question.

Mr, UNDERWOOD. As I said to the Senator before, I ean
not enter into a discussion with the Senator as to how many
times a freight rate is multiplied before it gets inte the hands
of the uitimate consumer. That is pufely a nmtier of theory.

Mr. STANLEY. I mean, does the Senator know about the
relative earnings of the roads for the last several months, or
does the chairman of the committee know? L

Mr. CUMMINS. Mr, President, will the Senator from Ala-
bama allow me to answer that guestion?

Mr. UNDEREWOOD. Surely; I shall be glad to have the
Senator do so.

Mr. CUMMINS. .I have given it some investigation, and pos-
sibly the Senator from Alabama has not. I intended to refer
to that subject when I came to reply, if I do reply, to some of
the arguments which bave been made against this bill.

It has been said here that during Awgust and September and
October and November—the November report is just oui—the
Government has made a profit, after paying the compensation
provided for, in the operation of the railroads. Let us see for a
moment how that profit has heen ascertained.

In the first place, the cost of the general administration has
not been charged to operating expenses, as I am informed,
I have not, of course, gone further than simply to inquire with
respect to that matter, and I have been informed that the cost
of the general administration has not been charged to operating
expenses. Second—and this is the real point of it—everybody
who knows anything sbout railroads knows that the fall months—
‘August, September, October, and November—are the money-
making months in all railway operation. These are the months
of great volume of traffic, and these are the months in which
operation can be carried on most economically ; and if you will
examine the reports of the railroad companies during years past,
I think you will find that their net earnings in these months
have been very, very much larger than in other meonths of the
year,

The statement that a profit has been made is arrived at in this
way: The earnings of the railroad companies for these favor-
able months have been aggregated, and then one-twelfth of the
compensation has been deducted from these earnings, with the
result stated by those who have occupied the floor.

I assume that the fallacy of that kind of computation is at
once observable to any student of the subject. The only way
in which you can ascertain whether or not a railway is profit-
able in its operation is to take in the entire year, with all of its
variations; and I think that when the year is over it will be
found that the Railroad Administration for this year has lost
more than $325,000,000.

That is my response to the Senator’s question,

Mr. STANLEY. Mr. President, at that point, does the chair-
man of the committee know how the earnings for thiese last three
profitable months, for instance, that have been tabulated and
given here, compare with the earnings for the same period last
year? That of itself would settle the question.

Mr. CUMMINS. I have in course of preparation a table
which will disclose the comparative earnings, and I will present
it to the Senate before this debate is finished.

Mr. KING. Mr. President, will the Senator yield?

Mr. ONDERWOOD, I yield.

Mr. KING. By way of supplementing what the Senator from
Iowa has just stated, I have been informed—1 do not know how
credible the information is, but it comes to me from sources
that 1 am inclined to look upon as being authentic—that the
Railroad Administration, in anticipation of the roads going
back to the private owners, during the last few months have cur-
tailed necessary expenditures upon the roads for improvements
and repairs and betterments and maintenance, which if made
would aggrezate a great many millions of dollars.

Mr. UNDERWOOD. I think the Senator is correct about
that. I do not speak by the card on that subject, but I ride
on the railroads sometimes. I think it is common knowledge
of everybody how much freight ecars have been in demand,
and it is pretty nearly common knowledge of everybody that
rides on the roads how many freight ears are standing on the
sidetracks to-day and can not be used because they are out of
repair, and the same can be said to a certain extent of the
engines of the railroads. When you stop repairing your rolling
stock, and make no charges for an ountlay in that respect, you
certainly ought to show some pretty good earnings on the ol'her
side ; but somebody has to pay the bill at some time.

Mr POMERENE. Mr. President——

The PRESIDING OFFICER. Does the Senator from
bama yield to the Senator from Ohio?

Mr. UNDERWOOD. T yield

Mr. POMERENE. TIf the Senator will permit me, if we take
into consideration the standard of compensation month hy
meonth, I think the figures will show that instead of there being
a surplus for the months of September and October there has
been a deficit; and I expect, later on, to present some figures
sustaining that position.

Mr. UNDERWOOD. I am inclined to think the Senator is
correct about it, although I have net worked out the figures
myself. Of course, when you come to figuring, you can take
an bour or a day or a minute, and sum up almost any business
and prove that it is a financial success; but T am sure that it is

nimon knowledge to every man in this Chamber that the one

of the year when a railroad ought to be making money
mmﬂxethreemonthsofthewl.

Mr. SMOOT. If it does not make money then, it is bankrupt.

Mr. UNDERWOOD. Yes; as the Senator from Utah sug-
gests, if it does not make money then, it is bankrupi. Why?
Because the crops are moving, people are traveling, there is a
maximum movement of freight, and the best prices, and, more
than that, there is no winter snow; there is no weather con-
dition that makes it difficult to handle the trains, The railroad
can function at its maximum in the three fall months, and
ought to show its very highest condition of profit-making.

Mr. STANLEY. Mr. President, is it not possible fo deter-
mine, and has or has not the Interstate Commerce Commission
determined, by a system of averages—I do not kmow, but I
think it is vital at this point—when this apparent gain in these
favorable months is such as to show an actual profit, or when
it is not sufficient to bring the average up above the cost of
operation for the whole year?

Mr. UNDERWOOD. Well, I suppose you might theorize and
fizure it out, but what is the use of figuring?

Mr. STANLEY. Itis nota matter of fizuring. It is a matter
of railroad experience, so as to know whether or not this ap-
parent gain that is claimed is an actual gain.

Mr. UNDERWOOD. Dees not the Senator h.im.self know
that what they gain in October, November, and December is not
going to be a gain in January, February, and March?

Mr, STANLEY. Why, certainly I know it; but I also know
that if, say, the railroads in these three montbs have made a
net profit of 20 per cent, and the averages that the Interstate
Commerce Commission have kept for 20 years show that ordi-
narily those monihs sustain a 5 per cent gain over the three
previous months, then such a gain as that would establish a
net profit, notwithstanding they were the best months. The
amount of the profit, in the light of the figures of the average
that must be kept by the Interstate Commerce Commission,
ought to have some meaning more than a basis of speculation
to those who kirow mote abeut this thing than I do.

Ala-
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Mr. UNDERWOOD. To be sure. I will say to my friend
from Kentucky that I have not worked it out in that line, but
if he will work it out I am sure he will find that it does not
show a profit. Now, I do not know that, but I make the pre-
diction that he can not work out any profit if he will take it
for the year. The reason why I know there has not been a
profit is because you can take the whole year—it is practically
out now—and demonstrate that they have made a very great
loss. Now, what is the use of our theorizing that in the three
good months they made a profit, when we know that they have
made a great loss during the year, and more than that, we
know it because it is reflected in the bills in this Congress?

Mr, STANLEY. I do not wish to take the other side of this
controversy with the Senator; but I think the guestion is perti-
nent, nevertheless, for this reason: It is claimed by those who
use this profit as an argument—and I am not taking that posi-
tion at all—that the previous months were either months of
war or months in which they were recovering from the shock
of that controversy, and that this profit is not due to the normal
movement of freight, but is due to a return to normal by the
railroads. I do not make any such claim as that.

Mr. UNDERWOOD. The war was over a year before we
reached this period. More than that, the conditions that I see
in the railroads are no more normal this fall than they were
last spring. It is a pure theory that is worked up by men who
want to close their eyes to fact. The fact is that they have
lost money, and the fact is that they stood at the door of
Congress, when the long session of the last Congress was dying,
prociaiming to us that if we did not pass a money bill for their
relief then and there they could not function.

Mr. STANLEY. As I understand, the war was not over a
year before the beginning of the period when it is claimed these
ronds were making a profit.

Mr. UNDERWOOD. The war was over on the 11th day of
November, and I understood that they were taking——

Mr. STANLEY. It has been stated on the floor of the Sen-
ate, and has been stated elsewhere, that they claim a profit for
September and October.

Mr. CUMMINS. One year before, however. The war was
over the 11th of November, 1918, The three months which have
been mentionedihere are the three months in the fall of 1919.

Alr. UNDERWOOD. To be sure; nearly a year, if not a year,
before it was over,

Mr. STANLEY. But, Mr. President, if the Senator will allow
me, the Senator, as I understood him, stated that the war was
over for a year before these figures were made. Now, I do
not understand that that is exactly accurate with reference to
those months, and the question was with reference to those
months,

Mr, UNDERWOOD. I will correct my statement, then, and
say it was over for practically a4 year.

Mr. STANLEY. Yes; that is true.

Mr. UNDERWOOD. Now, there is not any question about it;
the reason why men bring that kind of an argument before the
Senate is because they have to depend on theory to support
their case and have to ignore facts. The fact is, and everybody
knows the fact, that these railronds have been losing money, if
you take the year through, and have not been making money,
and they will go back to losing it when we get into the winter
months of January, February, and March. There will ¥e no
better condition.

Mr. JONES of Washington.

Mr. UNDERWOOD. I yield.

Mr. JONES of Washington. Conceding that, and I do not
see how it can be successfully disputed, is not this a very un-
wise time to turn the roads back?

Mr. UNDERWOOD. That depends on the point of view from
which you want to lovk at it. Before they were taken over by
the Government some way or somehow they were run with less
freight rates than they are running with now, with less pas-
senger rates than they are running with now, and they were
giving more efficient service to the people of the United States
than they are giving now. Whose fault that is, I do not know.
It may be no human being's fault. -It may be the fault of
‘eonditions; but nevertheless it is a fact.

The question may be asked as to whether if we turn them
back to their owners they will give better service. I do not
expect cheaper freights, because whilst the Government has
had them they put burdens on them that must be reflected in
the freight rates, and it would be folly to contend that they
could. T belleve myself that they will give better service,
because, 1 do not care how much ability a man has—he may
be a superman—there is no one man with sufficient ability to
sit in Washington and issue his orders and make all the rail-
roads throughout the United States function as successfully as

Mr. President——

they could do under presidents, general managers, and boards
of directors who were interested in the property and had a
specific line of road under their observation.

Mr, JONES of Washington. M. President——

Mr. UNDERWOOD. I yield to the Senator.

Mr. JONES of Washington. I agree with the Senator in
that. This is the only point I had in mind: Granting the effl-
ciency with private energy, initiative, and so forth, in which I
agree fully with the Senator, yet if we put the roads back
under such conditions that they would have burdens that they
can not bear, I am afraid they will fall down: whereas if we
turn them over to the owners, say, the 1st of September, when,
with the energy and efficiency they could manifest they would
probably bring us in greater receipts than we get under Gov-
ernment enterprise, they would have a chanee to go on. Now,
it looks to me as if we are likely to turn them back with such
a tremendous burden, and probably such a tremendous deficit,
that with all their energy and all their efficiency they can not
stand up under it.

Mr. UNDERWOOD. I will say to the Senator that I do not
think the bill is any too liberal to them; but the purpose in
writing the bill, and the effort of the committee, was to make
it liberal cnough to take care of the situation which the Sen-
ator has just visualized. That was the purpose of the bill, and
that is what we are driving at, to meet the very condition the
Senator has described.

We do not make this condition permanent. It has been said
here that we are writing a freight rate and charge on the publie
forever, never to come off. The bill itself denies that. The
basis of making rates in the bill is fixed for five years, to enable
the railroads to get the money to carry over the situation the
Senator has described, and at the end of five years the whole
question of the making of rates goes back to the discretion of
the Interstate Commerce Commission, exactly where it rests
to-day.

Mr. JONES of Washington. Mr, President, what T am really
trying to get is the view of the Senator as to whether it would
not be wiser for us not to try to pass any legislation at all, and
not have the railroads turned back to their owners until, say,
about the 1st of September?

Mr. UNDERWOOD. That is a matter, of course, of judg-
ment.

Mr. JONES of Washington.
opinion.

Mr. UNDERWOOD. I do not contend that my judgment is
better than that of other men. It is really a matter of judg-
ment. I do not know anybody to pass on it. I will tell you
what influences my judgment, to n large extent, in wanting to
see them turned back at once. It is that. they have been a
charge on the Treasury of the United States of $200,000,000 or
$300,000,000 a year ever since we have had them. I do not
mean fo include in that the money we have advanced, and
which we hope to get back some day, which amounts to some-
thing like $1,000,000,000; but I am talking of an actual charge
on the Treasury of $200,000,000 or $300,000,000 a year ever
since we have had them. If they are going to be controlled by
private owners, if the future policy is going to be to turn them
back to private owners, and that is what I am in favor of
doing, then I do not see why we should continue the burden on
the American public of $200,000,000 or $300,000,000 a year for
another year. I think we had better turn them back right now.

You may say that if we do not turn them back, and do not
take it out of the Treasury, we have to take it out of the
freight rates. That is probably true. But the man who pays
the freight gets something in return, and the man who does not
hare any freight to carry bears the burden without any ade-
giate return; and I think if anybody must pay the inereased
cost of the operation of the railroads it ought to be the man
whose freight is hauled and who gets an adequate return.

Mr. LENROOT. Mr. President, will the Senator yield?

Mr. UNDERWOOD. I yield.

Mr. LENROOT. The Senator states that he expects, and we
all expect, that under the bill freight rates will be increased as
soon as the roads are returned to private ownership. The Sena-
tor speaks of a great deficit being constantly created through
Federal operation. I want to ask the Senator why it is not just
as competent for the Railrond Administration to increase freight
rates while the roads are under Faderal control, and thus relieve
the Treasury, as it is for the railroads under private ownership
to do so?

Mr. UNDERWOOD. I think it undoubtedly is, and though I
am not speaking with authority, but am just voicing my own
opinion, I think if Congress would declare a permanent policy of
continued control by the Government, the Railroad Administra-
tion would increase freight rates. They would be compelled to

I just wanted the Senator's
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do: it, and 'they would Jo it. Bué expeeting that the reads will
bhe turned back to their ewnevs in Japunry, it is very

that the administration would try to wurk through the present |

condition without an inerease in freizht rates.

My, LENROOT,  Will ile Senator yield again?

M. UNDERWOOD, Certainly.

A LENROOF. The Senater from Washington [Mre. Joxes]
suggested next September as the date. T think that it might be
before- that, but if & time six months in the future were fixed,
eonld not the present Railroad Administratien increase the rates:
and thas proteet the Treasury?

My, UNDERWOOD: Undoubtedly it eould. But why should
we put it off for 6 mouths instead of 30 days? I can see no rea-
son.  We are attempting to put them infe a condition, under this
hill, where they ean function. Iff we are going to return the
roads to the ewners; I ean see no renson in the world ﬁo_]r post=
poning action fer six menths, and net doing it now. Nothing ap-
peals to me in the matter.

Mr. LENROOT. Does not the Senuator recognize _that the
task of nnserambling and readjusting the roads is going to be
o very great task, indeed, and thas it would be very mucle ensier
to do it if the romds were returned in April or May or later,
when there woulid be normal business;, when the executives wonld
not have to devote their entire attention to the operation ef the
rends and saving defiecits, so far as possible? 4

AMr. UNDERWOOD: I think that is purely theoretieal. 'The
manr whe devotes his time te eperatien is one many the mmn who
devetes his atiention to finanee is aneother and the man
wher is going to devote s time to operation will not be con-
cerned’ or interfere with the finaneial' questions.

Mr. LENROOT. Ne; T was net reféerring te financial ques-
tions, but the very eperation itself, the use of terminal facilities,
and the routing of freight. The railreads are now being run
as i unified system. It is a matter of operatien and not ef
finance; i

Mr. UNDERWOOD. So far as the question of freight is
concerned, T do. not knew any time when the hauling of freight
Is lighter than in the winter months. It certainly is much
lighter than at many other times of the year, and if you want
to turn the roads back at a convenient time frony that stand-
point, it is easier to handle now, and it seems to be now would
be the time.

But that is not the real question. T knew perfeetly well that
there is a sentiment in this country not to turn the railroads
back to the ewners, and I know perfeetly well that there is a
strong sentiment in favor of their return. The man who does
not want the railroads te be returned to their owners naturally
wants to put it off for an hour or a day er a year or n deeade
i he ean, and the man who wants fo get them off the back of
the Treasury of the United States and get themv back inte the
hands of the owners wants it dene tire- first mement he can get
it done. We understand thai proposition.

Mr. LENROOT. Mr. President, I hope the Senator will not put
some of us, who believe it would be better to postpene the turn-
ing baek for three or four monilis, among these who are against
returning them at all. ¥ certainly am not one.

Mr. UNDERWOOD. F do not want my remarks to apply to
the Senator from Wiseonsin at all, but T am talking abeut the
men who do not want them returned at all, who want Gevern-
ment ownership. Of course they welcome the hour of delay,
Just as the man who oceupies my pesition, who believes ‘that
they sheuld go back to the private owners, wants them te go
there as soomr as it ean be done.

But I have gottenr far afield fronr the real question that T
wanted to call to the attention of the Senate. The charge has
been made that if we return these roads to their owners we
are going to put a great burden on the American people under
the terms of the bill. As T said, this is not a question of guess,
. It is. not o question of theory; it is a question of abstract fact:

We allow one-half of 1 per cent, in the diseretion of the commis-
sion, to be used for the payment of unproductive: improvements,
and if the commission desires to use that digeretion in the
future it may do so; hut it has the diseretion now to incremse
rates without Hmit. So that is merely a discretionary matter
and can be dismissed as part of the permanent charge. They
will probably have to-do it; but if you do not pass this bill they
will probably have to increase the freight rates,

But what does the bill do? Tn the period just Before the war—
and T will say in passing it was a very good perfod for the rail-
ronds—under the freighit rates that were established by the
commission, reflecting the views of the Congress of the United
States, on the average, for the perfod of three years, the rail-
ronds of the country earnel on the value of thehr property, as
shown by the reports of the Imterstate Commerce Commission,

522 per cent. F think my figures ave correct. I will ask the
i of the committee to correet me if T am wrong.

Mr. CEMMINS. The statement just made. is corract, as I
remember if. The only suggestion 1 make is that this enrning
of 5.2 per eent was upen the property investment aceount.

Mr. UNDERWOOD:. 'The property inwestment acceunt as
fixed by the Interstate Commerce Commission. :

Mr. CUMMINS. [ think the Interstate Commerce Commis
siom has never fixed it. I is property investment aecount as
reported by the: various: railreoads to the Interstate Commerce
Commission,

My. UNDERWOOD: I will maks this eorvection in my state-
ment, that tlie property investment aecount since 1906: has been
nuule: aceording to the direetion of the Interstate (‘ommerce
Commission.

Mr. CUMMESS., That is correet.

My, UNDERWOOD. Before that it was earried on the books
and made by the railroads themselves, The railroads have
nearfy doubled in value since 1906—I mean in their property
investmenti aecounts—so that that part we know is correct.
The part prior to- that in seme instanees may reflect some
wilered stock, but in other instanees it reflects a great increase
In value. T have heard it said by members of the commission
that. net in detail’ but as & whele, the investment aceount prac-
tieally veflects the real value of the railroads: as it weuld be
aseertained,

Mr. STANLEY. AsI understand the Sfenator from Alabama,

(IF the total eapitalizations of the railroads of the Vnited States
- were sold at par they wounlid reproduee the preperties upen which

they are based at this time?

Air. UNDERWOOD. No; I did not make any statement of
that kind. T do net know about that.

Mr. STANLEY. The property investment aeeount, I under-
stand, is praetieally the same as the total eapitalization. I
sheuld Tike to ask that question of the chairman of the com-
mittee, i the Senater does not know. ;

Mr. UNDERWOOD. If the Senator will allow me, F should
like not te be diverted from what I ame saying at this time,

The- preperty investment account, T have understood from the
eommiision, practieally represents as a whole the real value of
the: property. Seme roads have it too high and zeme too low,
but when yow take it for all of the railroads of the United
States it is about a real reflection of value. Ou that they
earned for the three years of the test period 5.22 per cent.
What does the Bill give them? The bill gives them 5.5 per cent
on the value of the property as fixed by the commission—not
fixed by the railroads, not fixed by the Congress, but fixed by the
commission. I take it that that is a substantial and fair com.
parison of the inerease, and there ix no other increase. It is
all right there;

The difference between 5.22 for the three years preceding the
war and 5.5 that is reffected in the Hill is 0.28 per cent. T do
not know how you would fix the value of the railroad prop-
erties; yom can fix it yourselves. Some men say they are
worth $17,060,000,000, some $T8.000,000,000, some more {lian
thaf, some Tess than that, but T believe it is generally taken
by the commission that $18,000,000,000 reflects their hook valie,
IT the charges for freight rates are going to be less, they cer-
tainly are not going tor he higher than their own book wvalue,
and the eommission fixing it at 0:28 fizured on F18,000,000,000 of
value means $50,400,000.

AMr. STANLEY. Do T understand the Senater to state that
the commission fixed the value of the railroads?

Me, ENDERWOOD. Yes; under the bill.

Mr. STANLEY. I mean the value as ascertained by the rail-
roads upen the hill? ;

Mr. UNDERWOOD: I do net understand my friend from
Kentueky. The bilk bases the rate-making basis of D4 per cent
ol the yalue ofl the railreads, which is to be fixed by the com~
mission. That is previded in the hill. A

Mr. STANLEY, I understood the Senstor frem Alabama fo
refer to the present value of the railronds and their past earn-
ings. I do not understand that that value was. fived by the
commission, but it was fixed by the railreads under a system
of bookkeeping preseribed by the commission.

Mr. UNDERWOOD. Surely. The valnes before 1908 were
fixed by the railroads absolutely. Since 1006 they have been
fixed by the railroads under the rules and regulations ef the
Interstate Commerce €Commission, whieh was practieally the
making of them by the eemmission. The value ascertained, if
I recolect aright, was semething like $18.000,000,000. T say, it
is reasenable to assume that the eommission is not going above
that ameunt in fixing the value
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The Senator may contend that their value is less than
$15,000,000,000. Then their earning capacity under the bill will
be less, and possibly there will not be any increase at all in the
amount of freight rates. But assuming that the value of
$18,000,000,000 in the three-year test period was correct and
their earning capacity was 5.22 per cent, and assuming that
the commission is not going to put the value above that when
they fix the value, and that that is going to be the extreme
limit, then their increased earning capacity under the bill above
what it would have been before the war for the three test years
is 0.28 per cent, or, reflected into dollars, is $50,400,000. All
this talk about a $4,000,000,000 charge upon the American
people, all this talk about a tremendous increase in freight
rates under the bill, is mere smoke, a smoke cloud blown by the
enemy to conceal its own operations.

Mr. SMITH of South Carolina. Mr. President——

Mr. UNDERWOOD. I yield to the Senator from South
Carolina,

Mr. SMITH of South Carolina. The Senator means fo say
that whatever the increase for the freight of the entire country
would be, it would be a percentage which in the aggregate
would bring about $50,000,0007?

Mr. UNDERWOOD. As fixed by the 5% per cent.

Mr. SMITH of South Carolina. As fixed by the 0.28 per cent,
the difference between what they earned previous to being
taken over by the Government and what they would earn under
the percentage on the invested value.

Mr. UNDERWOOD. Undoubtedly, except that, as I said
before, and I am not sure the Senator from South Carolina was
here when I said it, there is a discretion in the commission to
allow them to charge to gross account one-half of 1 per cent for
nonproductive improvements that heretofore were charged to
net account. If the commission allows that, that would reflect
into the return an additional one-half of 1 per cent. That, how-
ever, is discretionary with the commission. It is not in the
bill. It is put in there to take care of an emergency if the
cmergency arises.

Mr., SMITH of South Carolina. I wish to ask the Senator
if he thinks that under the bill the commission, in fixing the
value of the property, which it is empowered to do under the
bill, would take into consideration the changed conditions as
to the value of property in general, and in fixing the value
would they or wonld they not be justified in raising the value
of the property now owned somewhat in ratio to the increased
value of other earning properties not railroad?

Mr. UNDERWOOD. Of course I can not predict what the
commission is going to do. We know what it has done in
fixing values in the past. They say they are largely through
with their work, at least three-fourths through, and they have
not reflected any such viewpoint in their present work, What
they might do in the future I can not predict, but up to this
time in their work in ascertaining the value of the railroads
they have not reflected a viewpoint that would give an increased
property charge along the line suggested by the Senator.

Mr, SMITH of South Carolina. I will state the reason why I
asked the question. The railroads previous to being taken over
by the Government earned a certain average out of that 5.22
which we bound ourselves under the transfer of the railroads
to the Government to make good. It aggregated something like
a billion dollars in round numbers. What is the Senator’s
opinion, with the increased cost of wages, with the increased
expenses that have been incurred by the Government and fixed by
the Government, as to whether when we return them the $50,000,-
000 additional will enable the railroads to meet the responsibili-
ties of increased wages and their increased charges? How will
they live?

Mr. UNDERWOOD. I doubt whether it would, I will say to
the Senator, if it were not for the fact that there is one-half of
1 per cent in addition to the 5% per cent that is diseretionary
with the commission and that they can charge to gross account
instead of to net aeccount, which amounts to their increasing
the compensation one-half of 1 per cent. I think that would
take care of the situation, but if that is not necessary they do not
have to do it.

Ar. SMITH of South Carolina. My experience in looking over
the details that I have been able to get from the administration
and comparing the expense accounts as best I could with the
expense previously to the railroads being taken over by the
Government leads me to ask this question, I know the Sena-
tor is inclined, if he will allow this digression, as all the hal-
ance of us are, to the idea that the railroads must go back, but
is there any doubt that for a considerable period the one-half
of 1 per cent, representing the difference between G per cent
and 5} per cent, plus the other one-half of 1 per cent, will be
used to meet the conditions?

Mr. UNDERWOOD. That would only be a guess on my part,
and it is not worth any more than a guess. I am rather in-
clined to think the guess of the Senator from South Carolina is
correct. I suppose it is only a guess on his part.

Mr., SMITH of South Carolina. It is a little more than a
guess for the reason I shall state. The railroads have an earn-
ing of 5.22 previous to the war on their property with the in-
creased wages; and we must not forget that there was a 25
per cent increase in freight and in passenger rates made by
the Government, in spite of the enormous tonnage incident
to the period, the motive power and the rolling stock being taxed
to its utmost, the tonnage carried per ton-mile in the country
for the period of the last four years having been the greatest
in its history, in spite of the 25 per cent increase on all classi-
fied freight and something like perhaps 150 to 200 per cent
on some special commodities, and In spite of a 33 per cent raise
in passenger rates, leaves a deficit of something like $200,000,000
or $300,000,000 between the operating expenses and the operat-
ing income,

Taking those circumstances into consideration and allowing
for the incapacity of new hands to run the old roads as ef-
ficiently as they were run in the hands of their masters, it is
not reasonable to suppose that if they could only earn 5.22 per
cent before the war and to now only increase it one-half of 1
per cent fo meet these enormous additional burdens, even the
one-half of 1 per cent is golng to take care of the situation.

Mr. UNDERWOOD. I think the Senator is correct about
that. I believe that under the terms of the bill the railroads
can go back and function. What I am addressing myself to is
the charge that we are putting an unnecessary burden on the
Anrerican people in the cost of shipping freight. I do not think
there is any Senator who will stand on the floor on either
side, no matter what his attitude is with referenee to the bill,
and insist that we should cut down wages to meet the situation.
We know that they can not cut down the cost of the purchase
of their supplies, because nobody else can cut that down. We
know they can not cut down the price of money, because they
have the great Government of the United States of America
with its bonds competing with them in the money market. So
I think when Senators advance the argument that this bill
ought not to be passed because it is putting a great burden on
the American people, there Is no man who can come down to
the facts embraced within the leaves of this bill and sustain any
such position.

If that argument is not sound, and if the basis of rate making
is reasonable and imposes only a reasonable charge on the
American publie, what is the objection to the bill? It.is new;
it is something novel. Of course, that is an objection to the
bill; it is an objection in the mind of every man. We like to
walk out before the public, throw out our chests, and say that
we are progressive, that our neighbors are reactionary. That
is modern thought, modern style; but, nevertheless, it may be
stated as a fact that no man comes out with a new proposition
in relation to anything that objection to it is not raised until a
large number of the people are convinced that it is right and
that it ought to be adopted, whether it is right or wrong. Then
a propaganda may be inaugurated behind it that will do some-
thing in its favor. It then becomes progressive. Any new idea,
however, until it reaches that stage of hatching is reactipnary.
To mren of that mind who have not analyzed the bill there is
an objection to section G, and one objection only, and that is
that it provides an absolutely new basis for rate making. Why
is that necessary? It is new, and I recognize the fact that it
can be properly challenged because it is new, for if a change is
going to be made a reason should be given for the change, and
it should be shown that the change will produce results for the
good and not for the bad.

The reason for this change is simple. The old system broke
down. There is not a man in America who can deny the fact
that the old systenr of rate making would not work ; it would not
function. There could not be a schedule of rates arranged under
the old system that did not either pay one road too much o
another road too little. Under the old system of rate making
great earning capacity was given to a few roads in this country,
and the remainder of them were left hanging by their eyelids,
ready to drop into the hands of a receiver at any moment. That
was because the country was divided into three great rate-mak-
ing districts, and all the railroads in the country had to be
measured by the standard of one or the other of those districts.
If a system of rate making were adopted by which road A was

‘allowed to make enormous dividends in order that road B might

barely live, there was a cry against i, and it was said that it
was exploiting the public, and the rate had to be reduced. When
the rate was reduced on road A it had to be reduced at the same
time on road B, because the rate had to be uniform, and road B
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went into bankruptey. If that had merely involved the loss of
money which had been invested in the road by its stockholders,
it would have been bad, although it might be said the public was
not interested in that contingency, but the real proposition was,
Had not the man who lived on road B as much right to trans-
. portation facilities to carry his products to the final market
of consumption as the man who lived on road A? It is not a
guestion of the cwnership of the stock; it is not a question that
applies to the individuals who are engaged in the railroad busi-
ness; but it is a question of the right of the citizens of the United
States to have transportation facilities to the ultimate market.

The Congress of the United States is not living up to the
responsibilities that rest on it unless it be willing to write legis-
lation on the statute books that will enable the weak road to
function for the benefit of the clientele that lives along its line
as well as enable the strong road to operate. Why should a man
who has a factory or a farm on the Pennsylvania Railroad have
in the eyes of the law a better right to carry his products to the
ultimate market of consumption than the man who lives on the
Baltimore & Ohio Railroad? Yet the fact is that 80 per cent
of the freight and passenger returns that maintain the rail-
roads is obtained from the long haul, and that only 20 per cent
of it comes from the short haul.

In the case of competitive lines, whether or not the rate is
fixed by law, both roads have got to carry the freight at the
same price, or all the freight travels along the line of the
road that carries it the chenpest. We long ago recognized the
fact that it was not possible to establish a freight rate that
would afford reasonable compensation to a weak road and
a lesser freight rai» that would be reasonable compensation to
a strong road and then have the weak road charge the higher
rate and do business; that was found to be impossible. For
the competitive distance the weak road had to haul the freight
at the same price as the strong road, or it could not do the
business.

The result is apparent in the tendency to take the more pros-
perous roads, make comparison of their earning capacity, es-
tablish freight rates on that basis, and then leave the future
of the weak roads to be worked out as best it could, with the
consequence that there has been a continuous procession of
the railroads of America going into the hands of receivers,
and there has been a continual complaint by the shippers of
this country that they could not get the car facilities neces-
sary to the conduct of their business.

Mr. SMITH of South Carolina. Mr. President, if the Sen-
ator will yield, is it exactly stating the whole facts in the
case as to the weak road and the strong road to say that, by
establishing a rate that would enable the strong road to earn
a dividend out of all reason on the capital invested, the weak
road on the same rate would scarcely be able to live? Was
the fault entirely with the rate, or was it not largely due—I
do not know to what extent—to the power of certain strong
companies, outside of the personal direction of the freight on
the part of the shipper, to sell their tonnage to other strong
roads, divert traffic where they pleased, and thus deny an
equitable division of the traffic of the country that would
enable the so-called weak roads to exist under the rate that
had been established?

Mr. UNDERWOOD. I think the Senator’s statement is
correct to a certain extent; there is no doubt that certain
strong roads, while not directly pooling, could deliver their
freight to certain other strong roads, and in that way build
up a business that was detrimental to the weaker roads.
That is probably especially true of what is called short-line
railroads. But that was enly a part of the equation. It was
partially responsible for the evils complained of, but the main
cause was that the weaker roads did not have a sufficient
freight and passenger rate to sustain them. As to the matter
of which the Senator speaks, this bill endeavors to correct
that trouble and, in my judgment, does correct it.

Mr. SMITH of South Carolina. I made the suggestion be-
cause of the argument that we were attempting now to base
the rate structure on the aggregate value Invested within a
rate district rather than on what is termed a reasonable re-
turn upon the property invested, which is another way of say-
ing the same thing, the only difference being the basis of cal-
culation. If within a given community the Interstate Com-
merce Comiission were given the power at certain terminal
points to distribute the tonnage, would it not largely obviate
the necessity under which we have heretofore rested of legislat-
ing from time to time to cure these inequalities?

Mr. UNDERWOOD. I do not think it was practicable to
do so under the old system.

Mr. SMITH of South Carolina. I think it was impossible,
and therefore I am saying, in commendation of those features

equitable and just.

of the bill, that making the rates uniform was absol:tely mis-
leading and destructive unless there were some way provided
of equitably distributing the tonnage so as to give the same
basis of earnings to roads operating within a given district.

Mr. UNDERWOOD. I think that is necessary, and that is
covered by this bill. T agree with the Senator about the neces-
sity for an equitable distribution of the traffic. 1 take it that
the primary point that we are after, and that every Senator
here should be after, is service to the public. That is the ques-
tion that we should meet—service to the public. Of course, the
people who have money invested in this property should have
their property taken care of. I am not one of those who believe
for a moment in confiscating another man’s property. I do not
believe in doing it by freight rates or by any other method,
but I do not contend that that is the primary object of this
bill. The question of the value of this property to the owners
is a secondary consideration in the great problem that is con-
fronting us to solve to-day, that of seeing that the American
shipping public have carriers of freight and passengers at their
doors that can properly serve them.

Mr. SMITH of South Carolina. Mr. President, I do not
think it will divert the Senator, but right at that point I want
to ask him what remedy he would suggest, because it must be
provided for in this bill now or later? This bill is predicated
upon a standardized condition in this country, upon the idea
that we are going to divide it up into certain rate-making
groups, take the value of the property within each of those
groups, and then upon that value allow the roads within a
given group to earn 6 per cent on the aggregate property there.
What provision is miade for the building of new railroads in
undeveloped territory?

The Senator recognizes, as I recognize, that this country is
not standardized, and that there are communities into and
through which railro should be built that are not developed
that could not furnish sufficient tonnage to live on anything
like the standard return that is now provided for, and the over-
head charge, the necessary expenses incurred in its production,
would have to be taken care of unless the railroads that own
the lines contiguous to that country laid aside a sufficient sur-
plus out of the earnings above the 53 per cent to build the road
and still be under the rate of 5% per cent. That means that
new railroad construction in this country ceases with the
passage of this bill unless some provision is made now to take
care of new ventures until they can absorb the overhead charges
ineurred in construction.

Mr. UNDERWOOD. I am in accord with the view of the
Senator about developing new lines of railroad in undeveloped
territory. In certain portions of the East and the Middle West,
probably, that is not necessary, but, undoubtedly, in portions of
the South and far West the development of new lines of rail-
road is necessary and should be encouraged. I will say to the
Senator, however, that the section I am now discussing, sec-
tion 6, in no way militates against that, and the new scheme of
fixing railroad rates does not militate against that, because the
present rate that is being fixed in this bill is at least twenty-
le;igfht one-hundredths of 1 per cent greater than they earned

efore.

Mr. SMITH of South Carolina. Oh, yes; that is all right.

Mr. UNDERWOOD. So there is nothing here that would

ilitate against that. Now, at the end of the five years in

‘hich this 5% per cent rate is fixed it goes back to the dis-
cretion of the commission to fix the basis of the rafes, just
where it stands to-day.

Mr. SMITH of South Carolina. I understand that.

Mr. UNDERWOOD. So that it is impossible for anything in
section 6 to militate against the building of new roads. There
may be something elsewhere in this bill that may militate
against that.

Mr. SMITH of South Carolina, Yes; but what I was speak-
ing of was this: Within five years this basis will operate, but
my idea was—and I do not know but that we may find that that
ig a fairer basis—that if the Interstate Commerce Commission,
under the power granted in this bill, will serutinize the securi-
ties, the real property devoted to the public use, and will
restrict the roads issuing these securities or investing the
money to the use of that money on their own individual prop-
erty and carry out the purposes of this bill, it is my opinion
now that this is perhaps a fairer basis of calculating what a
uniform rate would be than any other that possibly may be
found. Now, of course, I am not committing myself to the
diversion of the excess to other purposes.

Mr. UNDERWOOD. I understand.

Mr. SMITH of South Carolina. But I am saying that it is
my opinion that the initinl methed will be found to be more
If that be true, then it will be perpetuated ;
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and I take it that we are now legislating, perhaps, more with
the idea of standardization, of fixity, in our minds than that
we are yet in the erescent period, in the developing period;
and that while we are legislating te bring about an adeguate
service to the public that are now supplied with railroads we
must not lose sight of an incentive to still further construct
railroads and develop this country.

Mr. UNDERWOOD. 1 agree with the Senator thoroughly;
but there is nothing in section 6, the new basis of rate making,
that affects that question at all. If there is anything in this
bill that can affect it, it is those provisions of the bill which
relate to Government supervision of the issnance of railroad
securitles.

Mr. SMITH of South Carolina. I beg the Senator’s pardon.
Is he diseussing section 6 alone, without reference to the zen-
eral provisions of the bill?

Mr. UNDERWOOD. Of course, I am giad to answer qnes-
tions on the other point, but the matter that I was particularly
diseussing at this time was section 6. Of course, however, I
recognize the faet that probably the great railroads of the West
were built, and could only be built, from a speculative stand-
point. They have been condemned many times, and are to-day,
on the floor of the Senate, because they sold their bonds and
then gzave a share of stock with each of the bonds. However,
they were going through an undeveloped prairie or a trackless
forest. There was nothing there to develop business. The man
who put his money into them was not willing to do it on a 6
per cent basis or a T per cent basis, because he could get that
by lending it on safe mortgages at home. It had to be a specu-
lative venture, or you would not have gotten the money, and
they did speculate. The investor in those roads got $2 of securi-
ties for §1 of cash, and he went in and built up a great empire,
put towns and cities in it, and mines and factories and great
eonsuming populations, because he was refidy to make the specu-
lation.

That was all right in a primitive eountry, in a developing
country ; but the people of the United States have passed beyond
that. They say to-day: * We are not willing for men to specu-
late in that way in the securities of the commeon carriers that
must give us our ontlet to the markets, and put their charge on
us. * We want a dollar invested to be accounted for as a dollar,
and we do not want to pay freizht returns on anything more
than the dollar actually invested.” ]

That is the sentiment of to-day. It is the sentiment T am in
accord with to-day, without criticizing the speeulative building
of the railroads of the past.

Of course, this bill has within its leaves a Government super-
vision of the future issue of railroad securities. How far that
may go to prevent and to interfere with the speculative develop-
ment of railroads in new territory I can not say, but the laws
must be uniform. We can not eat our pie and keep it, too. We
have got to take one horn or the other of the dilemmsa; and I
do not think there is any question that the counfry as a whole
wants, from now on, a definite understanding as to what it costs
to develop a railroad, how the dollars are expended, and whether
or not its freight rates must bear the burden of watered stock.

Mr. SMITH of South Carolina. I understand; but the Senator
wonld not pretend to say that the demand in the standardized
sections of our country for uniformity would preclude the possi-
bility of independent communities; not attached to any railroad
system now, building a railroad, incurring overhead charges,
furnishing this convenience to an undeveloped community, and
being given exceptional privileges in those particular cases to
bring that eommunity uitimately into accord with the developed
condition of other communities?

Mr. UNDERWOOD. I do not think so; but, of course, that
will be a question for the foture, because, whether this bill
passes or some other bill passes, a bill is going to pass the Con-
eress regulating the issuance of railroad securities. The Sena-
tor from South Carolina knows that as well as I do.

Mr. SMITH of South Carolima. Oh, I understand that: but
no provision whatever is made in this bill that I ean find, except
an amendment that was put in the other evening by the Senator
from Montana [Mr. Warsu], taking care of this feature in a
limited way. It goes without saying, however, that whenever
¥You restrict the railroads to an earning based upon standardiza-
tlon and tonnage plus the capital invested, as in the case of the
old railroads, and then put inte the hands of a Federal au-
thority the right to say where, how, and when railroads shall
be built, if this becomes the fixed policy of this Government it is
the end of railroad construction, except as feeders to lines
where necessity compels them to be built, so far as the United
Htates is concerned.

Mr. UNDERWOOD. Assuming, as I did & moment ago, that

either this bill or some other bill regulating the issnanece of rail-

road securities Is going shortly to pass Congress—and T suppose
that if any man were so bold as to meve to strike those pages
from this bill, there is no probability that he would get any
vote but his own, because there is a fixed sentiment that the
:}ovemment should regulate the issuance of railroad seccuri-

Mr. SMITH of South Carolina. I do not want the Senator
to misunderstand me. I think that of all the provisions in the
bill, this provision that empowers the commission to serutinize
and determine the character of railroad securities is the most-
needed one. Had that been passed years ago and religiously
observed, certain abuses that have brought about a condition
in the railroads that we are now complaining of never would
haye existed. Railroods have been wrecked, as the Semator
knows, because of the issuance of fictitions stock. T thiok that
is essential; but I think we ought to write into the law a broad
proviston in reference to the building of new roads.

Let the sectirities be passed upon by the commission, but grant
the power to take care of the overhead charges after the roads
are constructed. y

Alr. UNDERWOOD. I will say to my friend from South Caro-
lina that if there is any provision or amendment that he can
write to this bill that will not destroy Government supervision
of railroad securities and yet will encourage the building ef
roads in new territory at the same time, I shall be zlad to sup-
port it. I just have not the ability myself to put it on paper.
I do not see the way. But if such an amendment can he offered,
I_wlll be glad to support it. And I am not controverting his
views. But all T say is that the only provisions in this bill that
are aflirmatively against the development of a new railroad
system, or that could be construed that way, are the provisions
that require Government supervision of the issuance of securities,
about which the Senator and I agree that there probably would
not be a vote in the Senate cast against them.

Mr. SMITH of South Carolina. No; I think not.

Mr. UNDERWOOD. That is all there is to if. No man can
contend for a minute that the provisions of section 6, fixing com-
pensation, make it more difficult for the huilding of new rail-
roads, because section 6 provides for a further increase, not so
very much greater, but for a greater increase in returns on
stock than has ever heen made before, and I think with a new
basis of rate making, placing it on their return on value, instead
of primarily on service that ultimately must be reflected in
value; and as an evidence that the Congress of the United
States is willing to try and do what is fair by these railroad
systems I think the passage of this bill will have a strong tend-
ency to encourage the investor, and a very much stronger
tendency than anything that has occurred in the last decade, to
put his money into the development of new lines of road in new
territory where there is a chance for a reasonably profituble
return,

I see nothing In this bill whatever that would militate against
the development of new roads as compared to present condi-
tions if you admit that the provisions in reference to the issu-
ance and supervision of securities by the Government are going
to become law, because that is all there is to it. Of course, that
takes out the speculailve feature, the watered-stock feature,
and brings it down to the solid basis that a dollar invested
means a dollar to go into the railroads, and only a dollar must
earn interest and be paid by the shipper of freight. So that I
see nothing in that.

Now, as to dividing the country into disfricts in rate making,
it is divided now. The rates of this couniry are based in three
separate districts, Under the terms of this bill the rate making
will be in three separate districts, following the geographical
lines as they are to-day. The question is simple; it is accurate.
The investor will know what he is going to get. The man who
ships his freight will know what he is going to pay.

Mr. STANLEY. Let me ask the Senator, Does the bill pro-
vide for more ihan three distriets or zones as a basis for rate
making? 4

Mr, UNDERWOOD. I think that is all for rate making.
There are some features about consolidation of railroads that
divide it up into 35 or more systems; but that has nothing to de
with the rate m:

Mr, SMITH of South Carolina. The bill does not provide for
any rate-making groups, except the divisions whieh you speak
of for consolidation. So there will be between 20 and 33.

Mr. UNDERWOOD. No. Section 6 provides that—

In dividing the muntr{“lmo districts and the . carriers into rate-
making groups the commission shall have in view the similarity of
transportaton and trafiic conditions therein. Rates of tramsportation
shall at all times be just and reasonable amid suffcient to produce a

reasonable return upon the aggregate value of the property in ench
rate group nsed or held for the service of transportation,
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As T understand the bill, it contemplates that the commission
shall establish three rate-making districts.

Mr. SMITH of South Carolina. As the Senator knows, on
account of conditions over which I had no contrel, I could not

_be present during the discussion of the bill by the full commif-

tee. But I have not seen anything in the bill that indicates any
rate-making groups, outside of the consolidation groups pro-
vided for. I think the Senator will find, by a study of the bill,
that it makes the rate making and the consolidation coter-
minous.

Mr. UNDERWOOD. No; I do not so understand the bill. I
can not put my finger on the provision now, but I think the
consolidation groups have nothing to do with rate making. The
commission is to establish these rate-making groups in three
zones, But that is not very material, because that could be
changed. That is a mere detail.

But here is the change. To-day there is a southern rate-
making group, which embraces the territory in which the Sena-
tor from South Carolina and myself reside. The rates are
made up not on the value of the property directly but what is
a just and reasonable return for the service rendered. That
is reflected in so many cents per pound for the shipment of
cotton, so much for the shipment of iron, so much for the ship-
ment of the other products in our southern district. But in
the end it must reflect itself in dollars, because it must be just
and reasonable. What does that mean? Reasonable to the
shipper and just to the railroad. What is just to the railroad?
It means an earning capacity sufficient on its capital investment
and its expenditures to reflect a reasonable return on the value
of its property.

But you leave that problem uncertain as to what is geing to
be a fair return. You guess at it in freight rates as to what
is going to be a reasonable return on the property. You guess
at it in establishing a freight-rate-making system, and that guess
is being attacked by the shipper, who wants to pull it down, and
by the railroad manager, who wants to pull it up.

This bill abandons that system. It simply provides for 5}
per cent interest for the next five years on the value of the
property. There is no watered stock in this proposition, no
uncertain securities, In fixing the rate basis in this bill, it does
not make a particle of difference to the public whether the rail-
road has had watered stock in the past or whether it waters
the stock in the future, because the bill has nothing to do with
stock and stock values. It is the real value of the property
that is considered; and the bill says that upon the value of
that property the owners for the next five years shall be en-
titled to a return of 53 per cent. That is all there is to it, 5%
per cent, which I say no man in this day and time can say is
an unreasonable return. At the end of five years the same dis-
cretion will be exercised by the commission, to fix what is a
reasonable return upon the value of the property, that is now
exercised by them to fix what shall be a reasonable return
upon the value of the service rendered, and it is only a question
as to whether it is more equitable and just and reasonable to
fix the compensaticn upon the value of the property, and recog-
nize that in the beginning, than to try and reach what is
equitable and just on the property by taking a particular rate,

I can see no reasonable objection to the acceptance of section
6. On the other hand, I believe that section 6 will enable the
railroads of this country to be placed on a more stable financial
basis, will enable them to sell their securities so that they can
get the money to pay back what they owe the Government, and
sell their securities so that they can make the betterments and
improvements that are necessary to serve the public.

We must not overlook the fact that these railroads owe the
Government of the United States $1,000,000,000, and that to pay
it back to the Government would reduce the taxation ultimately
to that extent. They have no way of paying it back except to
earn the money in freight rates or to sell their securities; and, of
course, you could not put a freight-rate charge of $1,000,000,000
on these railroads now and make them refurn the money at
once.. So that the only way for the Government to get back its
money is in the sale of securities by these corporations.

I believe that this bill will stabilize these securities, will en-
able them to place them on the market and sell them, so that
they can get the money to pay the Government, and also enable
them to get money to make the new developments, to build
double tracks where double fracks are needed, and to buy ad-
ditional cars where more car facilities are needed by the
publie.

There is no objection to section 6 that I have heard on the other
end of the line. The bill fixes the basis of the intake the charge

on the public for freight rates as based on 5% per cent on the
value of the property. But it does not limit the earnings of

the railroads to 53 per cent. That does not mean that all the
railroads in America are going to earn 5% per cent, not by any
means; or that they are going to get 5} per cent, not by any
means, because they have to earn it before they get it, just as
they do now. The 51 per cent is merely a basis for fixing the rates.
The Interstate Commerce Commission must fix as the basis of
their rates an amount that, as near as may be, will reflect 54
per cent return on the value of the property. But if a railroad
can not carry freight and passengers and can not do a business
economically sufficient to earn it, it can not earn the 5} per
cent; and, as a matter of fact, most of them will not do so.

Mr. SMITH of South Carolina. Mr. President, I wanted to
ask the Senator if he had made a study—and I presume he
has—of the different values placed upon the railroads through-
out the country. Take them down on the coastal plain, where
there is scarcely any grading and where conditions of cheap
building exist. The capitalization necessarily is less than for
roads that run at right angles to the coast and intersect our
mountain country.

The cost per mile in different parts of the United States
varies as geographical conditions vary. Under this provision,
where the road has cost enormously more than other roads,
would not the freight necessarily in that section be out of all
joint with the freight under this iron-clad rule in the section
where the roads cost less?

Mr. UNDERWOOD. It ought to be, but it can not be where
it is competitive, because the other road can not increase its
freight rates above those of its competitors.

I think the bill has a provision in it that will aid that situa-
tion where it is not a competitive road. There are railroads
that build into mountain territories at great expense, without
a great volume of freight to be handled, where it is very much
cheaper for the people who live in that territory to have the
railroad at even a higher rate of freight than it is to wagon
their produce over the mountains. People of that kind could
well afford to pay, and it would be cheaper for them to pay
double the freight rate that is paid in other sections of the
country and they would be greatly benefited by so doing.

That can be done under the bill in the discretion of the
commission in the adjustment of freight rates to a large extent
where the commission desires to exercise that diseretion, and
it may be helpful especially in the case of the short-line rail-
roads. But it is impossible to do it where there is competition.
It is not done to-day where there is competition. A road that
goes over the mountains and has the long haul and the difficult
way of getting to market, the costly carriage, does not want
a -freight rate fixed that is commensurate with the service
rendered when it is competing with a railroad which runs over
a shorter line, through valleys, at less cost of building and
cost of actual transportation, because if it had it the other
railroad would get all the freight, as I said awhile ago, and
the road, of course, would be put out of business. It would
not carry any of the through freight. However, I think the
bhill within its provisions carries, as far as is possible to do so,
the discretion to the commission to relieve the situation referred
to by the Senator from South Carolina.

There is another provision that I wish to discuss, and that is
the pay of the railroads. The bill allows a railroad to earn
up to 6 per cent. Then, if it earns more than that, out of what
it earns between 6 and T per cent it ean retain one-half of 1
per cent, and above T per cent it can retain one-fourth of 1
per cent of all it makes.

Some have asked why should you limit the earning capacity
of the railroads? That same question was asked 30 or 40 years
ago—most of us were boys at the time—when the original bill
was passed to allow a commission to regulate the freight rates
charged by the railroads of America. The men who owned
the railroads in that day said, * Why, this is our private prop-
erty. The Government has not any right to step in here and
say what we shall charge for the carriage of persons and prop-
erty. No; this is our private property, and we have a right to
charge what we want to for it.” Nevertheless, the Government
did establish a commission to fix and determine what the rate
was, and ultimately, in 1906, made it absolute that the Govern-
ment had the right to fix what the rate for the carriage of prop-
erty should be and the Supreme Court of the United States
has sustained it all the way through.

What is the difference between directly and absolutely and
unequivocally saying, so that everybody can know what you
are doing, that the earning capacity of a railroad shall be lim-
ited to 6 per cent, and having the commission in an indirect
way say that the freight rate for hauling a bale of cotton shall
be so much, and for a bag of potatoes so much, and for a bull
yearling so much, and that the charge for other commodities
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going over the railroad shall be limited to so mueh in the ag-
gregate, saying to the railroad, * You shall not earn more than
that amount.”

It is exaetly the same proposition in principle, and the same
question that is raised to-day, that we have no right to limit
the earning capacity of the railroads, was the song of the men
who attempted to prevent a commission fo regulate railroad
rates more than 30 years ago.

Mr. SMITH of South Carolina. Mr. President——

Mr, UNDERWOOD. 1 yield to the Senator from South Caro-
linga.

Mr, SMITH of South Carolina. I do not think the Senator is
going to use that as a parallel in this instance. The court de-
cided, and we have lived up to it since, that the Government has
the right and the power in the regulation of interstate commerce
to say what is a fair return for carrying a given unit of freight
for the eommunity or the individual. A certain amount is just
and fair; but after it has established that as fair to the shipper
and fair to the railroad, then the number of umits that the
carrier haunls spells the profit that it gets, and if it carries
four times the given unit it gets four times that amount of
profit.

Under this proposition you fix what is a fair and reasonable
rate per unit of freight on the bale of cotton or the bull yearling
and then you say, “After you have earned a certain amount we
are going to stop you.” In other words, it is like the law with
reference to national banks and banks in the seyeral States,
There are different laws restricting the amount of interest
banks can charge. I say, * You shall not charge more than 6
per cent on money.,” I do not say to the bank, * No, you have
earned an aggregate of 50 per cent in reference to your capital
or 20 per cent in reference to your capital, and I am going to
take the surplus.” I simply say, “ For the service of lending
$100 we will let you have $6. The more hundred dollars you
lend the move six dollars you get.” The bill says, *“No, the
more hundred dollars you lend, the more six dollars you get up
to a certain peint, and the balance I take, so that the more
service you render the less you get.”

Mr. UNDERWOOD. 1 do not think the Senator visualizes
the necessity of the bill as I see it. It is true that we fixed
freight rates in the past by saying what was a reasonable return
on a bale of cotton, and then we let a man make just as much
as he could out of carrying bales of cotton.

Mr. SMITH of South Carolina. At that rate.

Afr. UNDERWOOD. Yes, at that rate. That was reguiating
the amount of his return because if he did not bhave any other
commaodity than cotton to carry, and there were only a certain
number of bales of cotton in his neighborhood and contiguous
to his road, we absolutely fixed his earning capacity as the
bill would fix it

Of course, we made those rates uniform thronghout a section
of country, and if one railroad could earry more cotton than
another, reflected back into ifs capital, it had a greater earning
capacity than another. ~ ¢ !

That system might not have been bad. It might not have
been unjust. It might have been workable if all railroads were
operating under the same conditions; but they were not and
are not, and they came up against the proposition that one
railroad was making money and another one was going broke.
YWe have got to meet the condition which the Senator from
South Carolina reflected a moment ago when he said one road
had to earry freight under a very much more costly condition
of carriage than another. You can not do it under the old
system of basing your rates and your earning capacity exclu-
sively on a reasonable return for the cost of carriage. The
necessity has arisen that a freight rate should be suifficient to
allow the railroads to realize an earning capacity that will let
them properly serve the people who live on the lines.

Alr. SMITH of South Carolina. I was ealled out of the
Chamber for a moment. Unless it be for what they call the
public necessity, I can not exactly see the justice in saying
that on the aggregate property comprised in a eertain zone
the rate shall return 54 per cent, It is composed of several
individually owned reads.

Road A by thrift and economy is permitied to earn 5% per
cent on the ecapital invested, and the rate on the commodity
is based upon that. By thrift and economy and enterprise and
good will and service it carries a tonnage over its road that
brings in 10 per cent.

Road B, by circumstances the reverse of those, earns only 4
per cent. Ilond B has not practiced thrift, economy, or enter-
prise; it does not earn it. And yet the thrifty road is cut
down to where it must give up all above 6 per cent and the
fractions that are allowed under certain conditions, and the
excess is used for the purpose of lending to what are called the

weak roads or unfortunate.roads. There is no incentive for a
road to earn other than the 53 per cent, to practice any economy,
to cut down the expenses of any of its officials, and to prac-
tice those things that would bring a Iarger return. It knows
when it comes to the 54 per cent that, so far as it is concerned,
it is working for some other road than itself.

Mr. Thom was a railroad executive, but I quote him because
his illustration seemed to me to be apt. He said a railroad,
by praeticing the virtues I have mentioned, in 10 months
earned 5% per cent, The road contignous to it takes 12 months
to earn the 53 per cent. All the tomnage hauled by the first
railroad in iwo months is given to the public as a gratuity,
That road is then absolutely hauling and carrying units of freight
and rs absclutely for nothing, because within the first -
10 months it earned all the Government -wounld allow it. Tt
could not stop functioning; it had to keep on operating and
piling up a surplus to pay other roads that had not practiced
the same thrift and the same economy,

Mr. UNDERWOOD. If the Senator will allow me, I think
that is exactly the argument that was made 30 years ago.
There is nothing new about it, except that conditions have
absolutely changed. The argunfent is just exactly that em-
ployed by the gentlemen who owned the railroads 30 years
ago, that Congress had no right to put any limitation en
their earning capacity. If, for the hauling of wheat to market,
road A can charge a certain freight rate and can get it from
the shippers, and road B can not get it and can not move
the freight, is the Renator going to say that road A shall
not charge that freight rate if it can make the people on its
road pay it?

Mr. SMITH of South Carolina, XNo.

Mr. UNDERWOOD. That is the argument now, and——

Mr. SMITH of South Carolina. No.

Mr. UNDERWOOD. And, if the Senator will allow me, that
was the argument made by the railroads 30 years ago. I fake
it that the Senator from South Carolina does not insist that
we can nof provide what is a just and reasonable return to
railroads, but he is insisting that we are taking away their
incentive to service, Let us see how far we shall iake away
that incentive.

Mr, SMITH of South Carolina. Before the Senator goes
any further, I should like to make my position clear in connec-
tion with the reference the Senator made Lo the railroads, saying
“This is our private property, and we ought to be allowed to
charge what we please.,” They have, however, been impressed
with a public character; everyone recognizes that they are
public utilities, and that the Government has a right to say
what is a just and reasonable charge on a given commadlity,
taking a general average and having regard to a proper return
on the money invested. Now, going further than we have
ever gone before, they might agree that on the aggrezale
property within a given district the return should reach 53
per cent, and that according to tonnage and to the general
conditions they wonld fix a rate to bring 54 per cent. They
figure up the amount of tonnage there aml the rate each of
the articles that make up the tonnage shall hear in order
to produce 53 per cent. That is fixed. Then it is =aid to
the roads: “Go to it; here are the conditions under which
you are to function.” Each one of them starts out. Each can
earn 53 per cent. One road does all in its power to compete
with its fellows and to get as much of the freight as it can,
Pbecause the rate is based on the value of the aggregate property.
When that road has obtained the tonnage and the passengers
and has reached the 53 per cent point of return it ceases to
enjoy furtlier returns for services that it renders. In otliev
words, when we fix the rate and say, “This is what you are
allowed,” if the carrier earns more than that and we take any
of that returmn from the carrier one of two things is cerfain:
We have not fixed a fair and just rate to the shipper and what
we take is the shipper’s money, or it was a fair and just rate
to the shipper and it iz the railroad’s money,

Mr, UNDERWOOD. Xow, lef me ask the Senator a question.
There are one or two railroads—I have one in mind—that I
understand were earning before the war 30 per cent on their
stoeck,

Alr. SMITH of South Carolina. That was not on the value of
ihe properiy?

Mr. UNDERWOOD. On their stock; not on the valoe of

their preperty. Would the'Senator be willing to say becnwse

one road can earn 30 per cent on its stock that all other roads
should earn 30 per cent on their stock?

Mr, SMITH of South Carolina. No.

Mr. UNDERWOOD. 1 know the Senator would not.

Mr. SMITH of South Carolina. T am saying that if we strike

an average and toke all the roads and put them all in the same
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condition and say, * This is the charge; this is a reasonable rate
to the public based, under the new conditions, on the value of
the property which you have invested; we are going to allow
you 80 much on the unit earried,” and the railroad gets busy
and tries to increase the number of units that it carries, both
as to passengers and as to freight—I say that once having fixed
the rates and said, * This rate is reasonable to the shipper and
reasonable to the railroad,” having fixed it on the basis of a
return of 5% per cent, and one road in a given group earns more
than 53 per cenf, either you have fixed an unreasonable rate
per unit of freight and passengers and the shipper is entitled to
a refund or you have taken from the railroad what it is justly
entitled to.

Mr. UNDERWOOD. I will tell the Senator——

Mr. SMITH of South Carolina, I say——

Mr, UNDERWOOD. I want the Senator to conclude.

Mr. SMITH of South Carolina. I will conclude with this
statement: I have heard the argument advanced—and what-
ever weight should be attached to It those advancing it are at
liberty to attach—that the Government is justified in taking
this money in that it is to be used for railrond purposes. Then,
there is impressed by indirection and not by direction a tax
on a given road over and above an excess profit tax assessed
and collected for the benefit of other carriers.

Mr, UNDERWOOD, I will say to the Senator that perhaps
if he were visualizing this proposition entirely from the stand-
point of the railroads and their invested capital, I could under-
stand his position and I c¢ould concede that his argument might
be sound, based on the standpoint that if they were all in a
race for money, there should not be any limitation placed on
the contestants and that the fellow who could run the fastest
should get the most, but that is not the standpoint from which
we are looking at this question. Primarily the railroads are
chartered for the purpose of rendering a public service; they
are public service corporations; and they are entitled to a
reasonable return on the money invested, on the value of their
property as public service corporations; but there can be no
doubt that in the interest of the public the return should be
limited.

The argument that these corporations are entitled to make
all they can make because under certain terms and conditions
they were allowed to make it in the past is no more justified
at this time than it was 30 years ago. If 6 per cent is a reason-
able return on the property invested, then the return should
be limited to 6 per cent; if it is not a reasonable return, then
we should in this bill inérease it to more than 6 per cent, and
allow them all to have a standard up to which they may tax
the people. But when we have let them come up to the full
maximum standard, then, in the interest of the public, in my
judgment; no man can say that we have not the right to put a
limitation on their earning capacity.

Why, we do that in the case of all public service eorpora-
tiong. It has been the custom in this country to limit their
earning capacity by the freight rate or the charge on kilowatts
of electricity or units of gas; but practically every publie
service corporation has a limitation on its earning capacity
fixed by the public. This bill merely fixes the limitation in a
different way, but a more certain way than did the law 30
years ago. What difference is there in prineiple? None, If
the Senator says that the earning capacity of 6 per cent al-
lowed to the rallroads under this bill is too great, he has the
right to move an amendment to make it less. I do not think it
is too great.

The Senator Intimates that we have destroyed competition.
Of course, competition in freight rates has been destroyed be-
fore; it is destroyed now. There are three or four roads that
Jeave my home city of Birmingham and go to New York: yet
the cost of shipping a ton of pig iron from Birmingham to
New York is the same over all of them. Competition in freight
rates has gone, and it will be gone under this bill.

It is said there is a value in competition for service, and I
think there is; and, in a way, this bill recognizes such compe-
tition. Originally as the bill was written it provided for a 6
per cent return upon the value of the property; but the argu-
ment was made in the committee that that cut off all competi-
tion ; that when a road earned G per cent on the value of its
property it would stop and would not try to earn any more.
The committee then modified the bill and provided that within
6 and T per cent it could retain one-half of all it earned, and
above T per eent it could retain one-quarter of all it earned.
That is undoubtedly an incentive to the roads to compete for
buxiness, and, in my judgment, meets the argument that com-
petition in service has been eliminated under the terms of the
bill.

The men who make the argument that we are cutting off
competition in service amongst the railroads overlook the fact
that there are probably nearly a dozen railroads in the United
States to-day—I mean main-line railroads; you may find a coal
road here or an iron road there, or some special short line that
Is making very large returns on its money—but I think I am
safe in saying that there are not a dozen of the main railroads
in the country that are earning 6 per cent on the value of their
property or can or will earn 6 per cent on the value of their
property in the future, and that as to those railroads competi-
tion in service is there and will remain there for many years in
attempting to climb up to the maximum earning capacity of G
per cent fixed by the bill. I know that there are a few roads
under very favorable conditions that are able to earn more than
the 6 per cent, and I think most of the cry that is being reflected
to Congress against the provisions of this bill limiting the re-
turn primarily to 6 per cent, with the increase above that as I
have just indicated, comes from those roads, not a dozen of the
great transportation systems of America. This bill can not be
written for special cases. This bill can not be enacted to take
care of some particular line of road. The real question is
whether or not 6 per cent is a reasonable return and a reasonable
charge to be reflected into the freight rates of the people who
live along the line of the road,

As to what is above that, objection is made. They say it is
a tax. It is not a tax; it is a limitation on the right to earn
money, and that limitation has been conceded and recognized
for 30 years. This money is not taken and given as a gift to
the other railroads; no. The increased earning above 6 per cent
goes into a special Government fund.

It does not go to the railroads; it goes to the Government,
to a Government board, to be used for what purpose? To be
used in the interest of the people of the United States. Have
we not the right to use money in the hands of the Govern-
ment for the development of transportation facilities? How
many hundreds of millions of dollars have we invested to-day
in great shipbuilding plants and shipping, first to take care of
the war situation, and now maintained in order to expand the
commerce of this country and furnish the American people
with shipping facilities? If it is right to limit the earning
capacity of these railroads in any way, then it is right to
limit them to a reasonable return. KEvery man may have his
judgment as to what is reasonable; but when we fix what is
a reasonable return, they have no right to complain that we
take the balance of the money away from them and use it for
a great public service,

What is the public service? First, it may be used to lend
to the railroads where they need money to improve their facil-
ities to the public. It can be loaned to them to build new
cars. It can be loaned to them to double-track their roads,
It can be loaned to them to build new spur tracks and new
lines. It can be loaned to them, at reasonable rates of inter-
est, to develop the transportation facilities along their exisiing
lines. Is not that in the interest of the publie? It will have
a tendency to bring down the money cost and the money
charges for the borrowing of railroads. It will put this fund
that the Government has in hand in competition with the
banker and the broker who has been lending money for the
public development at higher rates of interest, and that is
clearly in the public interest.

There is another purpose for which it can be used in the
public service, and that is to invest it in a great car-service
corporation, where the Government can build cars and engines
and rent them to the roads, the weaker or the stronger roads,
in order to give transportation facilities to the public,

Is not that in the interest of the American people? Is it not
in the interest of the man who lives on the line? And what
right has the railroad owner to complain? He may say, “I
have a great, powerful road, and I do not want you to give
additional facilities to my weaker competitor. I want to keep
it down, so that it can not function”; but that is a selfish
argument that can not go here.

Suppose this fund accumulates so that we can develop a
great transportation corporation. There have been complaints
in the Congress within this session against the meat packers
that their monopoly has been developed because they control
the refrigerator-car service. If you had this bill through and

that fund existing, money from this fund could be used to build
for the Government refrigerator cars that could be used to
meet any monopoly and give service to people who were finan-
cially unable to build their own cars. In a thousand ways the
public may be served by a fund of this kind, and properly
served; and it is no answer to the proposition to say that it
should not be done merely because some particular road—one
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in a hundred in this country—can earn more than 6 per cent
upon its value, and insist to-day that the old system should
exist and that it should be allowed to go on and earn to its
full capacity, regardless of the public interest.

Why, this is a developing country. The country is new and
the railroads are new. Where does the argument that has been
made lead us to, that we should put no limitation whatever
upon the earning capacity of these railroads? YWhere should
it lead to? When a railroad is developed through a new
country, with no factories along its lines, with agriculture
undeveloped, with a seanty population, its earning capacity
must be small; but as it develops and grows and population
comes and the factory eomes, and the mill hand, its freight
rates and passenger rates increase and its earnming eapacity
grows and grows.

Does anybody think for a moment that the railroads of this
country have ceased to grow or that their earning capacity has
ceased to grow? Aust we go on and say that, because a rate
is reasonable to-day, under those same rates an earning capac-
ity of five times what it is to-lay may be reflected into the
treasury of the road two decades from now? . Nobody can
maintain that argument for a minute. Then, if that ean not
be maintained, they must consent to the proposition that we
have a distinet right in the publie interest to limit the earning
capacity of these railroads after we have given them a just and
reasonable and fair return on their money value,

As I said, if some man here thinks that 6 per cent is not a
fair return upon the money value, it would be absolutely in
order and proper for him to move to make it 7 or 8 or 10 per
cent; but I do not think he ecan justify by any argument what-
ever the contention that because one railroad ean earn a larger
return under a certain system of rates that were allowed to
grow up, because if they had not grown up some other railroad
would have broken, we are not entitled to adopt a new system
and limit the amount of charge upon the transportation of the
people of America.

That is all there is in section 6, I think.
problem. I think it is a fairer and a juster way to fix the basis
ol rate making in this country than the present law. I think
it will give the railroads of the country an opportunity to
respond to the needs of the public more fully than they have
ever done in the past; and if that is so, then section 6 should
be adopted. That is the crucial situation in the rate-making
and earning capacity of this bill.

As I said before, I have heard no Senator complain about
the limitations on the issuance of railroad securities. Many of
the pages of this bill are taken up with suggestions and amend-
ments made by the Interstate Commerce Commission, about
which practically every man here will agree. There are but
few items, so far as I can see, that are in dispute or can be
in dispute, except the question of the rate-making power, the
amount of money that will be raised by it, and the problem
regarding the labor features of this bill.

Mr. President, when I rose I intended fo address myself to
section 6 and to the provisions of the bill which relate to
labor. I have spoken much longer than I expected, due to
the interruptions which have occurred. I was unable to come
to the Senate yesterday on account of sickness, and I find, now
that T am on my feet, that I am unable to go on fully with
the discussion in reference to the other features of the bill,
and though I should have liked to have concluded to-night,
I will have to pass over for the present my discussion of the
clauses of the bill that relate to labor, and hope to have an
opportunity to discuss them before the consideration of the bill
is concluded.

Mr. CUMMINS. Mr. President, there is one formal amend-
ment which I desire to offer., On page 13, line 12, of the bill,
I move to strike out the words “its property investment” and
insert in lien thereof the words *the value of its property
held for and used in the service of transportation, determined
as herein provided.”

I think there will be no objection whatever to this substitu-
tion. The words which I have sought to strike out are in the
bill through an inadvertence.

The amendment was agreed to.

Mr. CUBTIS. I offer the following as a separate section.
I will state that it is the text of a joint resolution introduced,
I think, by the Senator from Minnesota [Mr. Kerroce] and it
passed the Senate. :

The PRESIDING OFFICER (Mr. DAL in the chair).
Secretary will read the proposed amendment.

The SecreTary. Add at the end of the bill the following:

That the effective date on and after which the provisions of section

10 of the aet entitled “An act to snsplerncnt existing laws against
unlawful restraints and monopolies, and for other purposes,” approved

It is not a difficult

The

October 15, 1914, shall become and be effective is hereby deferred and
extended to July 1, 1920 : Provided, That sald section ghall be effective
as to all corporations organized after January 12, 1918,

Mr. CURTIS. I was requested to offer this amendment. T
do not know whether there is any objection to it or not. If
there is, I will withdraw it. This amendment is taken from
the joint resolution which passed the Senate on Oectober 14,
1919, and it is now pending in the House.

Mr. THOMAS., Will the Senator explain, in a few words,
what is designed to be subserved by the amendment?

AMr. CUMMINS. While the matter was not brought to my
attention by the Senator from Minnesota, I think I know what
is desired to be accomplished by the amendment. In section
10 of the so-called Clayton Act there is a provision with regard
to contracts made between railway corporations, or possibly
it is brouder than that and includes contracts between all cor-
porations and contractors or mercantile concerns between
which there might be a community of directors.

Mr. THOMAS. Yes; I remember it now.

Mr. CUMMINS. It was found very desirable a little later to
posipone the effective date of that act. My recollection is that
it has been postponed twice, and during this session the Sena-
tor from Minnesota introduced the joint resolution, and it was
reported by the Judiciary Committee, postponing the effective
date again until July 1, 1920. It passed the Senate without
any objection, I believe, and is now pending in the House. I
shall make no objection whatever to its being attached to the
::J;ll, l?lthough it really does not belong, in its subject matter, to

e bill,

Mr. THOMAS. May I ask the Senator whether the amend-
ment postpones the operation of that act beyond July, 19207

Mr. CURTIS. No; until that time.

Mr, THOMAS. It is a duplication of the joint resokution
passed at the last session?

Mr. CURTIS. Of the joint resolution that passed the Senate.
I was requested this afternoon to offer it,

Mr. POMERENE. Mr. President, if I may have the atten-
tion of the Senator from Kansas for a moment, do I understamnl
that it applies to section 10 of the act? :

Mr. CUMMINS. Noj; to section 10 of the Clayton Act.

Mr. POMERENE, Relating to the sale of securities?

Mr. CUMMINS. No: to all kinds of dealings between cor-
porations, It not only applies to the sale of securities, but to
tﬁe ?lirchases that are made by common carriers of supplies and
the like.

Mr, CURTIS. I will state to the Senator from Ohio that if
there is any objection to it I will withdraw the amendment.

Mr. POMERENE. I do not objeect. I simply wanted to
understand it.

Mr. CURTIS. T offered it by request, and understood it had
passed the Senate,

Mr. POMERENE. I suggest that section 10 of the nct be
incorporated in the Recorp, so that Senators may understand
what it is. Perhaps it ought to be read, so that Senators here
may understand what it is,

The PRESIDING OFFICER. The Secretary will read,

The Secretary read section 10 of the act approved August 29,
1916, as follows:

Sec, 10. That after two years from the approval of this act no com-
mon carrier engaged in commerce shall have any dealings in securities,
supplies, or other articles of commerce, or shall make or have any con-
tracts for construction or maintenance of any kind, to the amount of
more than $50,000 in the aggregate, in any one year, with another
corporation, firm, partnership, or assoclation when the said common
carrier shall have u its board of directors or as its president, man-
ager, or as its pnrcg:uin or selling officer, or agent in thw. particular
transaction any rson who is at the same time a director, manager, or
purchasing or selling officer of, or who has any substantinl interest in,
such other corporation, firm, partnership, or association, unless and ex-
cept such purchases shall be made from, or such dealings shall be with,

the bidder whose bid is the most favorable to such common ecarrier, to
be ascertained by competitive bidding under regulations to be pre-
seribed by rule or otherwise by the Interstate Co ce Com i
No bid shall be received unless the name and address of the bidder or
the names and addresses of the officers, directors, and general managers
thereof, if the bidder be a corporation, or of the members, if it be a
partonership or firm, be 7iwn with the bid.

Any person who shall, directly or indireetly, do or attempt to do
anything to prevent anyone from bidding or shall do any act to prevent
free and fair competition among the bidders or those desiring fo bid

shall be punished as preseribed in this section in the case of an officer
or director.

Every such common earrier hnvlng any such transactions or making
any such purchases shall within 30 days after making the same file
with the Interstate C ree Commissi a full and detailed state-
ment of the transaction showing the manner of the competitive bid-
ding, who were the bidders, and the names and addresses of the direc-
tors and officers of the corporations and the members of the firm or

rtnership bidding; and whenever the sald commission shall, after
Pr?\‘estl ation or hearing, have reason to believe that the law has been
violated in and about the said purchases or transuctions it shall trans-
mit all papers and 'ocuments and its own views or findings regarding
the transaction to t.» Attorney General
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If any common carrier shall viglate this im:‘dlmt it shall be fined not
exceeding $25,000; and every such director, agent, manager, or officer
thereof who shall have kuowingly voted for or directed the act con-
stituting such violation or who shall have alded or abetted in such
violation shall be desmed guilty of a misdemeanor and shall be fined
not exceeding $5,000, or confined in jail not exceeding one year, or both,
in the discrction of the court.

The PRESIDING OFFICER. The question is on agreeing to
the amendment of the Senator from Kansas [Mr, Curris].

The amendment was agreed to.

Mr, JONES of Washington. I desire to offer an amendment
on page 81.

The PRESIDING OFFICER. The Secretary will read the
proposed amendment.

The Secrerary. On page 81, in lines 11 and 12, strike out the
words “to construct a suitable dock and.” Strike out lines 14,
15, 16, and that part of line 17 ending with the period after the
word “ sections ™ and in lien thereof insert the following: *“This
provision shall only apply where such connection is reasonably
practicable and can be made with safety to the public and where
the amount of business to be handled is sufficient to justify the
outlay.” In line 22, strike out the words.* docks and,” and in
line 23 strike out the words “ docks and.”

Mr, JONES of Washington. The amendment proposed makes
the section conform to the existing law, paragraph “a ™ of sec-
tion 6, and also correspond substantially to section 411 of the
House bill,

" According to the provision as it is now written, it gives the
board authority to require a water carrier to construct a suit-
able dock, and the dock is considered as a terminal within the
meaning of the act. That gives the board practical control
over water transportation. I do not think that ought te be done,
It seems to me the law ought to be left just as it is.

Paragraph A of section 6 as it reads now gives the commis-
sion authority—

To establish sical comnection between the lines of the rall
carrier and the of the water earrier ﬁedimung the rail carrier
to make suitable eonnection between its : u%h:.l track or tracks
which have been constucted trun‘lmthe dock to the ts of its right of
way, or by directing elther or both the rail and water T, -
vidually or in connectlon with one another, &) constrnet and connect
with the lines of the rail carrier a spur track or tracks to the dock,
This provision shall mdi a where such conmection reasonably
practicable, ean be ma h safety to the public, and where the
amount of business to be handled is sufficient to justify the outlay.

I think that is all the authority the commission or the board
ought to have in connection with waterways. To give it the
authority stated in this connection would enable it practically to
dominate a waterway. It could impose practically any burden
that it saw fif to impose, and if it were inclined to favor the
railway it could impose burdens that would favor if,

Furthermore, under this section the Interstate Commerce
Commission would have control over the docks, for instance, in
the ecity of Seattle, where they have construeted large terminal
docks and facilities or waterway terminals. Under the express
language of the section as it is herein the Interstate Commerce
Commission would have control over them, I do not think
that ought to be, and I can not believe that the Senator frem
Towa really intended that that should be.

So I move to strike out the provision.

My, CUMMINS. I understand it, this was a recommenda-
tion made by the Interstate Commerce Commission and was
incorporated in the bill introduced by the chairman of the
Interstate Commerce Committee of the House and incorporated
in the bill introduced in the Senate by the Senator from Ohia
[Mr. PoxERENE]. The matter refi to by the Senator from
Washington was not discussed at any great length in the com-
mittee, and I am not able to make any deflnite statement with
regard to the attitude of the committee upon the matter.

That is all I care to say. I have no authority to accept it,
but if the views of the Senator from Washington seem to the
Senate sound, Senators will vote accordingly.

Mr. JONES of Washington. I would snggest that while
probably under our rules it is hardly proper to refer to what
action has been taken in the House, upon discussion and eon-
sideration the House struck out those provisions and made the
section conform to what this would provide.

Mr, CUMMINS. I think it is quite proper for the Senatfor
from Washington to make that reference, because the House has
passed the bill and if is now on the Sepate Calendar.

Mr. JONES of Washington. That is true. I have the House

‘provision here as it passed the House, and I will read it:

A, They shall establish physical connection between the llnes of
themrnllti:arm aEd ém& '%: wa!Hch tr;tertigauii of hs:lengers or

0] s e g rail eayrier make 2 comnnec-
ﬁ;)n between its lYnn and a traek or tracks which have been con-
structed from the dock to the limits of the raflroad right of way, er
by directing either or both the rail and water carrier, vidually er
in connection with one another, to construct amd conneet with the
lines of the rail carrler a track or tracks to the dock. The commission

shall have full authority to determine and prescribe the terms and con-
ditions upon which these connecting tracks shall be operated, and it
may, either in the construction or tga operation of such tracks, deter-
mine what sum shall be to or bfo either carrier: d, That
construction required b; commission under the provisions of this.
paragraph shall be subject to the same restrictions as to findings of
public convenience and necessity and other matters as its eonstruetion
required under section 1 of this act.

It cuts out all control of the Interstate Commerce Commis-
sion over the docks, and so forth, and I think that ought to be
done. Upon the statement of the chairman of the committee I
will allow it to go to a vote.

The PRESIDING OFFICER. The question is on the amend-
ment offered by the Senator from Washington [Mr. JoNEs].

The amendment was agreed to.

Mxt': LENROOT. Mr. President, I offer the follewing amend-
men

The PRESIDING OFFICER. The Secretary will state the
amendment proposed by the Senator from Wisconsin,

The SecrETARY. Amend, on page 28, by striking out all of line
23 after the word “ reasonable,” and lines 24 and 25; and also
strike out all of page 29 down to and including all of line 14.

Mr. CUMMINS. This is the part of the bill to which the
Senator from WWisconsin [Mr. Lexroor] referred a day or two
ago during his discussion. I am compelled to say that in my
judgment Congress has ne right and can not under the Consti-
tution require the carrying for mere cost of traffic by a carrier
directed so to do by the Inferstate Commerce Commission or by
the transportation board. The point made by the Senator from
Wiseconsin seems to me to be quite well taken and I shall not
resist the amendment.

The amendment was agreed to.

Mr. LENROOT. I offer the amendment, which I send to the
Secretary’s desk.

The PRESIDING OFFICER. The Secretary will state the
amendment.

The Secrerary. Strike out all of page 85 after the word
“awarded,” in line 14, and all of page 36, down to and including
the word * properties in line 5.

Mr. CUMMINS. May I be permitted to see the amendment?

Mr. LENROOT. I will state that the amendment strikes from
the bill the guaranty of a return not exceeding the standard
return provided in the present law to railroads pending reor-
ganization. It is a maiter that I discussed at some length a
day or two ago. I wish to say row that I can not conceive of
the Senate being willing to clothe the board of transportation
with the power to obligate the Unifed States Government to the
extent of possibly hundreds of millions of dollars to guarantee
a return to a railroad that may indicate its willingness and
desire to enter into the plan of consolidation proposed by the
board and to reorganize under that plan.

No one can say how many hundreds of millions of dollars, er
even billions of dollars, it might obligate the Government to
pay. Certainly no such vague and indefinite power should be
granted, it to me, to the board of transportation.

Mr. CUMMINS. If the authority granted here could have,
if exercised, the consequences suggested by the Senator from
Wisconsin, I can easily understand how apprehensive Con-
gress would be and how reluctant it would be to grant the
authority. But I think the Senator from Wiscensin exag-
gerates, not intentionally of course, but overestimates the
loss that could by any possibility be sustained by the United
States through the power here granted. The power is to guar-
antee to the roads which are involved in the consolidation,
and enly during the process of consolidation, what we under-
stand as the standard return.

When it is considered that the standard return is based upon
the three years prior to July 1, 1917, when the growth and de-
velopment which we confidently expect in the United States
are considered, it is impossible for me to conceive that the
guaranty by the Government during the short period of con-
solidation coul@ involve the United States in any considerable
loss; I very much doubt whether there could be any loss,
However, it is not a direction fo the board; it is guthority to
the board; and it may, I think, be fairly assumed that the
baard would act in the interest of the peeple of the United
States.

The entire guaranteed return for all the railroads in the
United States for an entire year is about $900,000,000. This at
any given time would involve, I take it, comparatively few
properties and for but a short time. The chances that these
properties would not be earning substantially their standard
return or the return of the test period wonld, it seems to me,
be very remote. The only reason the provision is in the bill is
because the committee believed that it was proper that there
should be furnished some security, some inducement to the rail-
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road companies to earry forward the governmental plan of con-
solidation.

I recognize that the point made by the Senator from Wis-
consin [Mr. Lexgoor] is not vital to the bill, and if we would ac-
complish the purposes of the bill, so far as I am concerned, I do
not hesitate to take some risk. I do not feel, Mr. President, that
I can accept the amendment offered by the Senator from Wis-
consin. I am acting for the committee; I have, in a great many
instances, subordinated my own individual opinion in order
to carry forward the work which the committee has directed
me to do; but in this instance I must submit the matter to the
good judgment of the Senate.

Mr. SMITH of South Carolina. May I ask the Senator
from Wisconsin to restate the amendment?

Mr. LENROOT. The amendment strikes out, on page 35——

Mr. SMITH of South Carolina. Of the last print of the bill?

Mr. LENROOT. No: I have the original print of the bill
Beginning on line 8, the remainder of page 35, and the first
paragraph upon page 36. It proposes to strike out the guaranty
of the Government to the railroads pending reorganization.

Mr, President, in reply to the Senator from Iowa [Mr.
Cumanws], I will say that so long as the railroads are pros-
perous and are making the standard return, in my judgment,
there will not be the voluntary consolidations provided for in
the bill, especially if the going rate of money when normal con-
ditions again obtain shall be less than 6 per cent. Consolida-
tions, however, will come under the bill very rapidly if we have
an industrial depression in this country; and I think there is
no one of us who have given thought to this subject who does
not realize the possibility, and the very strong possibility, of
such industrial depression ensuing before conditions in this
country become normal. If such a depression does come, rail-
roads by the score, with this guaranty in the bill, are going to
accept the plan of consolidation proposed by the board in order
to get the guaranty. Why should the Government in a period
of industrial depression, where all investors must take their
share of losses, give to the owners of railroad securities the
same high return that they received during the period of their
highest prosperity?

The Senator from Iowa says that it is left to the discretion
of the board. That is true; but I underiake to say that if we
have such a depression, the call upon the board for this guar-
anty will amount to many hundreds of millions of dollars per
year, and it may cover a period of years.

Mr. CUMMINS. Mr. President——

The PRESIDING OFFICER. Does the Senator from Wis-
consin yield to the Senator from Towa?

Mr. LENROOT. I yield. ]

Mr, CUMMINS. The Senator from Wisconsin will note that
the action of the board requires the approval of the Interstate
Commerce Commission.

Mr. LENROOT. Yes.

Mr. CUMMINS. And I hope the Senator will comment upon
this feature of the guaranty. This is not a guaranty for any
railroad that does not agree upon the valuation of the property
sought to be consolidated as fixed by the Interstate Commerce
Commission. We all look forward to some differences of
opinion with regard to these valuations. It is highly desirable,
however, that the work of the commission shall be accepted
with regard to the values; otherwise long litigation may ensue.
This provision offers to any railway system about to consolidate
with another a guaranty only in the event that those who are in
the act of consolidation will agree that the value which has been
put upon the properties by the Interstate Commerce Commission
shall be the value upon which the consolidation shall take place.

Mr. LENROOT. In answer to that I will say that so far as
this bill is concerned the guaranty is operative at any time until
the reorganizations and consolidations become complete.

Mr. CUMMINS. I think that is true, but not until the great
process of consolidation throughout the United States becomes
complete; it will continne only during the process of the con-
solidation of the particular properties involved.

Mr. LENROOT. Certainly; that is what I meant. But it
may well be that before this guaranty would be invoked at all
the valuation will not have been determined by the Interstate
Commerce Commission but judicially determined under the law
itself. It is not optional with the owners of the roads to nego-
tiate with reference to the valuation, but the valuation will
become fixed, and if they do not voluntarily accept the valua-
tion thus fixed they can be compelled to accept that valuation
under the exercise of the right of eminent domain. So that I
do not think that suggestion of the Senator has any very great
force, although it is true.

I believe that voluntary consolidations will be accepted so as
to make a given plan of reorganization complete only in time of

industrial depression, and that being true, it is clear that the
United States Treasury will be called upon to pay, perhaps,
hundreds of millions of dollars. That is a matter that ought
not to be left to any subordinate board of this Government,
If when the time comes it is proper in the public interest to
afford these companies the guaranty, Congress itself should pass
upon that question at that time,

Certainly we ought not now to give any subordinate body the
right to obligate the Government to no one knows how many
hundreds of millions of dollars.

Then, again, I do not see any reason why there should be any
guaranty to the railronds simply because they are going through
a period of reorganization. That is a financial matter alone: it
ought not to affect operation in the slightest degree. The mere
fact of reorganization under this plan ought not to affect the
net earnings of individual roads in the least. I do not see any
possible reason for the roads securing from the United States
Treasury a guaranty as is provided here.

Mr, President, this is a very important matter. I am sorry
the chairman resists the amendment, but if it is to be resisted I
feel that it is so important that I shall be obliged to call for a
quorum unless the amendment is passed over. I am willing,
however, to withdraw it for this evening and to reoffer it to-
morrow, if the Senator so desires.

Mr. CUMMINS. I see no reason for withdrawing the amend-
ment, for we must either have a quorum to pass upon it or we
must take a recess.

Mr, LENROOT. Very well.

RECESS.

Mr. CUMMINS. Mr. President, the time has nearly come at
which it was in our minds, I think, to take a recess, and in
order to avoid the necessity of drawing festive Senators from
the social functions in which they are undoubtedly very happily
engaged at this moment I move that the Senate take a recess
until to-morrow morning at 11 o’clock. ;

The motion was agreed to; and (at 8 o'clock and 30 minutes
p. m.) the Senate took a recess until to-morrow, Wednesday,
December 17, 1919, at 11 o'clock a. m.

HOUSE OF REPRESENTATIVES.
Tuespay, December 16, 1919.

The House met at 12 o'clock noon.

The Chaplain, Rev. Henry N. Couden, D. D., offered the fol-
lowing prayer:

Sometimes, our Father in heaven, we find ourselves on the
verge of doubt and uncertainty, then it is that the earth seems
slipping from beneath our feet; but we are reassured when we
remember the heavenly promise:

Behold, I stand at the door and knock: if any man hear my
voice and open the door, I will come in to him, and will sup
with him, and he with me.

So when we throw wide the portals of our soul, the Divine
Guest enters and restores faith, hope, love, and we reenter with
perfect confidence the kingdom of heaven and live again with
Thee. In the spirit of the Master. Amen.

The Journal of the proceedings of yesterday was read and ap-
proved.

LEAVE OF ABSENCE,

Mr. Saxpers of Louisiana, by unanimous consent, was granted
leave of absence, indefinitely, on account of important business,
MESSAGE FROM THE SENATE.

A message from the Senate, by Mr. Dudley, its enrolling
clerk, announced that the Senate had passed joint resolution
(S. J. Rles. 137) authorizing the Secretary of War to construct
a pontoon bridge across the Chattahoochee River at West Point,
Ga., and for other purposes, in which the concurrence of the
House of Representatives was requested.

SENATE JOINT RESOLUTION REFEERED.

Under clause 2 of Rule XXIV, Senate joint resolution of the
following title was taken from the Speaker’s table and referred
to its appropriate committee, as indicated below:

S. J. Res. 137. Joint resolution authorizing the Secretary of
War to construct a pontoon bridge across the Chattahoochee
River at West Point, Ga., and for other purposes; to the Com-
mittee on Military Affairs.

ENROLLED JOINT RESOLUTION AND BILL PRESERTED TO THE PIEES]-

DENT FOR HIS APPROVAL.

Mr. RAMSEY, from the Committee on Enrolled Bills, re-

ported that, on December 15,  they had presented to the Presi-

dent of the United States, for his approval, the following joint
resolution and bill:
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. J. Res. 260. Joint resolutien authorizing the payment of
salaries of officers and employees of Congress for December,
1219; and

H. R. 1199. An act to prohibit the purchase, sale, or
sion for the purpose of sale of eertain wild birds in the Dlstr!ct
of Columbia.

URGENT DEFICIENCY BILL.

Mr. GO(.)D, chairman of the Committee on Appropriations,
by direction of that committee, reported a bill (H. R. 11223)
making appropriations to supply urgent deficiencies in appro-
priations for the Employees’ Compensation Commission and the
Public Health Service, for the fiscal year ending June 30, 1920,
which was referred to the Committee of the Whole House on
the state of the Union.

Mr. BLANTON reserved all points of order.

ORDER OF BUSINESS.

Mr. MONDELL. -Mr. Speaker, on yesterday the House agreed
by unanimous consent that at the close of the debate on the
report now before the House, business in order on Monday
should be in order to-day. The probability is that the business
under the rule and one or two other matters that are privileged—
a privileged resolution by the gentleman from Massachusetts
[Mr. TinkmaMm], a privileged report from the Committee on
Printing—may take the major part of the day. In order that
we may have a full day for the consideration of matters that
were in order on Monday, I ask unanimous consent that we
may dispense with Calendar Wednesday business to-morrow and
business which was in order on Monday shall be in order on
Wednesday.

In making that request I want to state that I have consulted
the chairman and several members of the Committee on the Pub-
lie Lands with which committee the call rests, and they have no
objection to this request being granted.

The SPEAKER. The gentleman from Wyoming asks unani-
mous consent that the order making business which was in
order on Monday in order to-day be rescinded, and that instead
to-morrow Calendar Wednesday be dispensed with and Monday
business be in order then. Is there objection?

Mr. BANKHEAD. Reserving the right to objeet, I would
like to ask the gentleman from Wpyoming, in view of the pro-
gram that he is laying out for the consideration of bills before
the House, if he expects at any time to call up and take action
on the Mondell soldiers’ settlement bill?

Mr. MONDELL. Mr. Speaker, it is not necessary for “ the
gentleman from Wyoming ™ to assure the gentleman from Ala-
bama that it would please “ the gentleman from Wyoming " if
such an opportunity were offered.

Mr. BANKHEAD. Does not the gentleman think he could
create such an opportunity if he desired?

Mr. MONDELL. Not just at this time.

Mr. BLANTON. Mr. Speaker, reserving the right to object,
we are preparing for, as I understand from the statement of the
gentleman from Wyoming, a recess to commence Saturday over
until January 5. Surely there are some legislative matters of
greater importance than the Private Calendar that should be
disposed of before January 5. In other words, if we dispense
with Calendar Wednesday, to indulge in four hours’ debate on
nothing, and for the Private Calendar, I do not think we are
meeting with the obligations that rest upon the House, and I
object.

The SPEAKER. The gentleman from Texas objects:

HOUSE REPORT 487.

The SPEAKER. The question before the House is the
further consideration of House report 487.

Mr. BYRNS of Tennessee. Mr. Speaker, I think there ought
to be a quorum present to hear this debate, and I make the
puint that there s no quorum present.

The SPEAKER. The gentleman from Tennessee makes the
point that no quorum is present. Evidently there is no quorum
present.

Mr. CAMPBELL of Kansas. Mr. Speaker, I move a call of
the House.

The motion was agreed to.

The doors were closed, and the Sergeant at Arms was directed
to notify absentees.

The Clerk called the roll, and the following Members failed
to answer to their names:

Ackerman Bland, Mo, Cantrill Davis, Minn,

Anthony Booher Connally Denison

Aswell Bowers Cooper Donovan

Bacharach Britten Costello Dooling

Baer Burke Crisp unn
LIX—44

Eagan Hull, Towa Muadd Sinnott
Bagle Hnmphmys Nicholls, 8. C, Slem
Edmonds Nichois, Mich, Smal
Ellsworth J ohnson, EP{ Nolan Smith, N, Y.
Fairfield Johnston, N. Y. O'Connor Stephens, Miss,
Ferris J ones, Tex. Olney Sullivan
Fisher Kahn Oshorne Sumners, Tex,
Foster Kearns Pou ague
Gallivan Kelley, Mich, Rainey, Ala. Taylor, Ark.
Godwin, N. C, Kennedy, R. L. Rainey, H. T. Thom
Goodall i Randall, Calif, Venable
Gould Kitchin Riddick ard
Graham, Pa. Kreider Riordan Watson, Va.
Greene, Vt. LaGuardia Robinson, N. C.  Webster
Hamill’ Lesher Romjue Welling
Hamilton MeKenzie Rowan Wheeler
Harreld McKeown Babath White, Me,
Harrison McLane Sanders, Ind. Wilson, La.
Ha Miller nders, Wise

Hefl n Montague Sanford Young, Tex.
Houghton Moore, Ohio Schall Zihlman
Howard Moore, Pa. Scully

Hudspeth Mott Sears

The SPEAKER. Three hundred and twenty-one Members
have answered to their names, a quorum.

Mr. CAMPBELL of Kansas. Mr. Speaker, I move to dis-
pense with further proceedings under the call.

The motion was agreed to.

The doors were opened.

The SPEAKER. The gentleman from Tennessee [Mr.
RETT] is recognized for one hour. [Applause.]

Mr. GARRETT. Mr. Speaker, when I stopped yesterday
afternoon I had spoken longer than I have for many years in
the House of Representatives, and longer than I desired to.
My only apology for continuing to-day is the complex character
of the matter which has been brought before the House for de-
bate. I have sought, and shall continue to seek, to state the
facts of the record, because it is upon the facts of the record
that these matters must rest and that public judgment should
be formed—not upon the inferences and intimations of the ma-
jority nor the inferences and suggestions of the minority. I
wish it were possible for every Member of the House to read
the record. If judgment is to be asked, if executive and
judicinl propositions are to be thrust before the legislative
branch of the Government and discussed before the country,
then we should adapt ourselves to the requirements of the situa-
tion and read the facts. And upon that record of facts—all the
record, not a page here or a page there—the minority is content
to stand here and before the country.

Yesterday afternoon I had just concluded a brief review of
the organization under which the purchases of copper were
made for the use of the Government. I omitted to say, and per-
haps it will be of interest to the House to know, that the Gov-
ernment of the United States purchased during the war G70,000,-
000 pounds of copper. This was in addition to the amount—
I do not know how much that was, but it was immense, probably
as much as the Government itself purchased—which was being
purchased by those who had Government contracts for munitions
of war, and also in addition to the tremendous amount—I do not
know how much that was—which was being furnished to the
allied powers in Europe.

I think it is proper, and I think the House will be interested
to some extent to take up now the facts of the disposition of the
surplus which remained at the signing of the armistice. With
the signing of the armistice the copper market became completely
and thoroughly demoralized. It was known, of course, that the
Government had large quantities of raw copper, but just how
much was not known. This condition of affairs in the copper
market continued through November, December, and January,
as I recall. It was not known what the Government proposed
to do with its surplus copper, whether it would hold it or whether
it would be placed upon the market. Along in January or
February, 1919, if I remember correctly, there was presented to
some branches of the Government a statement as to the condi-
tion. Bear in mind that the production of copper had by every
incentive that the Governmenf could properly hold before the
producers been speeded up fo the highest point during the
period of the war. Every mine that could possibly be put into
production had been opened to production. It was absolutely
essential as a military necessity.

The condition when the statement was presented was that
there was something like a billion pounds of raw copper in the
hands of the producers, in the smelters, and at various storage
points. One hundred and seventy-five million dollars was tied
up in this copper. The labor situation was completely de-
moralized. Working as they did upon the standard scale of
prices, it was impossible to determine what labor could be paid
and should be paid under the agreements had with the mine
owners. With this condition confronting the Government and

Gan-
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confronting the people of the country, steps were taken to
clarify the situation. Representatives of the Government and
copper men, producers, through the United Metals Selling Co. in
particular, because that had been the company which had
handled the copper purchased by this Government, while the
Standard Co., I think it was, handled that which was sold to
the allied countries, arranged conferences to see what conld be
done to relieve the situation. A number of conferences were
held, numerous propositions were convassed. Differences of
opinion arose that were sharp and marked, but all of these
negotiations finally culminated, about April 10, 1919, in a con-
tract with the United Metals Selling Co. whereby that company
bound itself to take from the Government, beginning in the
month of April, 1919, and continuing if it should become neces-
sary until the month of June, 1920, 5,000,000 pounds of copper
per month up until and including January, 1820, and 10,000,000
pounds per month after January, 1920, up until and including
June, 1920. Before it engaged in that contract the United
Metals Selling Co. had the cooperation and assurance of the
various copper producers whom it represented that these con-
tracts would be carried out. This copper was to be taken at a
certain price, and I read now from the contract itself:

The contract price for copper in usual commercial shapes is hereby

T lee 1) olytic copper
%ﬁﬁ‘&“m“é““x‘ﬂﬁu‘:ﬁ%ﬁ&“u’f&é} g i e S by e

That is the standard journal of the trade.

Mr, JUUL. Mr. Speaker, will the gentleman be good enough
to state the volume from which he quotes?

Mr. GARRETT. I am quoting from part 1 of serial 6, at
page 56 of the hearings before the subcommittee; No. 5, and I
read from the contract itself. There was another condition of
this contract, slightly complicated, which I read:

Shonld the sales of copper owned or comtrolled by the purchaser
and all producers of cogger represented by it, in any one month dm
the months of April, 1910, to January, 1920, both inclusive, e
50,000,000 pounds, and during the months of February, 1920, to June,
1920, both inclusive, exceed 100,000,000 pounds, in such event the
quantities fied in the above schedule shall be increased by an
amount equal to 20 per cent of such excess.

In other words, that meant that if the United Metals Selling
Co. and those producers whom it represented should sell in
excess of 50,000,000 pounds of outside copper, not Government
copper, there should be taken, in addition to the 5,000,000
pounds that the United Metals Selling Co. was absolutely obli-
gated to take from the Government, 20 per cent of the total
amount sold, and that 20 per cent should be taken out of the
Government’s supply. :

The effect of that was immediate. The market became cer-
tain and the Government received for its copper the prevailing
average monthly prices as shown by the market reports. As
to whetherr that was wise or not, of course the judgment of
men may differ, but I should like to know what there is about
it to justify any imputation of fraud.

Another case has been referred to in the report, though not
as yvet upon the floor of the House; but, as I am anticipating
that it is likely to be, perhaps I should say something concern-
ing it. I do not wish to say much, partly for the same reason
that I gave when I expressed myself in regard to the Standard
Steel Car Co. settlcment on yesterday. I refer now to the
Jones & Laughlin contract, mentioned in the majority report.
This is a steel-manufacturing concern located in or near Pitts-
burgh, Pa. It entered into a contract with the Government of
the United States to construct 300 modern coke ovens. The
Government’s interest in it was to procure toluol for use in
the manufacture of high explosives and ammonium sulphate.
The contract is in our record, and is quite lengthy, and differs
from some other contracts. Briefly, it may be stated that it
was estimated, and this estimate was expressed in the face
of the contract, that after these 300 ovens should have been
completed there would be produced 810,000 gallons of toluol
per annum, and the Government bound itself to take the full
amount of production, whatever it might be, at the price of
$1.50 per gallon. I do not now remember the estimate as to
the amount of ammonium sulphate. These ovens had not been
completed at the time the armistice was signed. The Govern-
ment sought a termination of the contraet, and upon investiga-
tion it was found that it was so near completion that it ap-
peared to be to the interest of the Government to let the
company complete the ovens and settle upon the basis of the
original contract, and accordingly this was done. A claim was
filed before the Pittsburgh board of claims, and was there first
passed upon.

Along in February, 1919, a meeting was held in New York of
representatives of the Government and of chemical men—I he-
lieve some chemical experts were present—this meeting being

called by the head or chief of the claims board of New York
particularly to discuss this toluol situation and to reach some
conclusion as to how the many toluol contracts and clalms
should be settled. That meeting was attended by a representa-
tive of the Government by the name of Falk.

I have forgotten for the moment the precise position which
he held, but I think he was a chief in the Ordnance Bureau of
the Raw Materials Division throughout the war. He had been
in private life a consulting engineer, as I now remember.
had made under his direction some time during the latter part
of the war a table which is commonly referred to as the IMalk
chart, and it was referred to in the order issued by the Claims
Board Division of the War Department. This chart undertook
to estimate the amount of probable production of toluol &t
given plants. There is testimony from a very respectable
source, in my opinion, in our record to the effect that there were
errors in this Falk chart, though he himself assumed full re-
sponsibility for the chart, although he did not personally pre-
pare it, insisting that it was correct. The Pittsburgh claims
board along in March, I think it must have been, or perhaps
in April, 1919, made an award making its recommendation as
to the amounnt that Jones & Laughlin should be paid on the can-
cellation of the contract. I think that award reached the hu-
reau board here, and if I am in error I will thank the gentle-
man from Illinois to correct me, but before it was taken up for
consideration by the bureau here the Pittsburgh claims board
received knowledge of this Falk chart. Jones & Laughlin had
declined to accept their award. So they recalled the claim from
this board, reinvestigated it, and uapparently settled it in the
light of the Falk chart, and that increased the award made to
Jones & Laughlin, which they accepted, by the sum of $350,000.
Now, I wish to state all the facts and state them fairly. That
settlement on the Falk chart did apparently give the very high-
est reasonable credit for production that seemed at all probable
in the industry, It did allow payment for an amount based
upon the estimated production of the full plant of 300 ovens
running 24 hours a day every day in the year at full capacity.
Now, that is the substance of all we know about that claim.
I do not know all the elements that entered into the considera-
tion in the negotiation and adjustment of this particular trans-
action. Jones & Laughlin have mot been heard before the
committee,

The officer of the Government who actnally negotiated the
settlement was not heard by the committee nor ealled by the
committee for any explanation of the matter. I do not hesitate
to say to you, because I wish to be perfectly frank, that it
seemed to me that the settlement was too large, but I do not
believe that there is the slightest justification from anything
which appears in our record of any imputation of fraud against
the officer who negotinted it. It is a question of business
judgment. That gentfleman is available——

Mr. DEMPSEY. Will the gentleman yield for a guestion as
to the copper-selling contracts?

Mr. GARRETT. Certainly.

Mr. DEMPSEY. A a lawyer I have had this experience:
The wheat market took a tremendous fall a number of years
ago. Day by day the papers of a certain city guoted wheat
at $1.25 a bushel and you could not sell a bushel of wheat
to save your life for a dollar. Now, this selling contract pro-
vides as the sole standard, as I understood the gentleman, the
quotations in a particular paper, not in all papers, but in one
paper alone. I happen to know, because I was interested as an
attorney of this situation, that one broker furnished all the
quotations for the papers at that time, and I happen to know
that he was loaded to death with speculative and real wheat,
Now, is not your contract subject to the objection that this
particular paper might not show at all the selling price of
copper in the months to which the gentleman refers from time
to time throughout the life of the contract? i

Mr, GARRETT. I will say to the gentleman that in the first
place this paper, as I understand it, is recognized as the
standard journal of the copper metal industry. In the next
place it is a fact that there was verification of the prices quoted.
The gentleman will understand that this copper to be sold in
April was not in fact sold and delivered in April. It would be
sold in the following month, and so on, of subsequent months,
at the average price as given in this journal for that month,
and that price was verified by actual investigation of the
prices at which copper was selling generally in the market.
So I do not think that that criticism would apply.

Mr. DEMPSEY. But what I am criticizing is that by the
contract as the gentlemman describes it you do not have the
right to verify, you do not have the right to correct, you do
not have the right to vary, you put this abselutely in the power
of this single paper and its quotations.

He




'1919.

CONGRESSIONAL RECORD—HOUSE.

691

Mr. GARRETT. Well, I did not read the full contract a few
months ago, but I will say to the gentleman that, as a matter of
fact, there was verification.

Mr. DEMPSEY. I am not talking about what was done, be-
cause I do not know about that, and the gentleman has not
stated as to that until now; but I was taking the gentleman’s
statement of the effect of the contract and its provisions and
terms.

Mr. GARRETT, If the gentleman will examine the full con-
tract—it is quite lengthy—he will find that the interests of the
Government were absolutely protected. Now, upon the question
of whether the contract was proper, the gentleman’s judgment
might differ from mine., It seems to me it was a very reasonable
and proper proceeding.

Mr. JUUL. Will the gentleman yield for a brief question?

Mr. GARRETT. Certainly.

Mr. JUUL. The gentleman who previously requested to be an-
swered illustrated his subject with wheat., Now, there is a
method for verifying wheat prices. If you can sell wheat at a
given figure in Liverpool, England. that is considered in this
country to be the standard, valid price established. Now, is
there a similar method for establishing a standard, current price
for copper, so that the world may know what copper is sold for
to-day? Is there a market somewhere that establishes a
standard?

Mr. GARRETT. I do not understand, Mr. Speaker, that there
is any future speculation in actual copper. Speculation in re-
gard to copper is in copper stocks and not in copper itself.

Mr. RAKER. Will the gentleman yield for a question right
there?

Mr. GARRETT. I will.

Mr. RAKER. This contract has been running now about six
months, has it not, and been in operation?

Mr. GARRETT. Longer than that. It began in April, 1919.
Perhaps I may anticipate what the gentleman is going {o ask
me. All the Government's surplus copper has been disposed of
long ago.

Mr. RAKER. The quotations in the paper name the value
of copper throughout the country. Hag there been any evidence
presented by the majority of the committee to show that these
quotations in the paper were fraudulent or improper, or lower or
higher than the ordinary market throughout the country?

Mr. GARRETT. Oh, no. There has been no question raised
in the committee about that. Upon the contrary, a witness se-
lected by the committee, who seemed to be a very bright gentle-
man, a Mr. Gibbs—I believe his name was—secretary to Senator
Braxpecee, made an investigation of the journal and of the
market conditions, and his figures, as testified to, bear out abso-
lutely the statements of all the others in regard to the prices at
which copper sold during those respective months. Oh, no;
there is no question about that.

Mr. RAKER. Then as to the suggestion of the gentleman
from New York [Mr. DExpsey] that it might have been unfair
to the Government by designating this paper, it turns out that
it was not unfair?

Mr. GARRETT. It was not. The Government received——

Mr. DEMPSEY. The gentleman understands that my sugges-
tion was entirely as to the terms of the contract. I did not
understand that the gentleman stated anything as to how the
contract was carried out, nor did I understand until now that
there was any investigation of that question.

Mr. GRAHAM of Illinois. As a matter of fact, Gibbs testified
to the prices he had found in the Engineering and Mining Jour-
nal. That is true, is it not?

Mr. GARRETT. That is my recollection. And they accorded
with the testimony that other witnesses had given before the
committee—Wolfson and others that T remember. I have not
understood there was any question at any time about that., The
Governinent received its money and the concerns that sold it. I
do not know how that happened or why they happened to do
it, but my recollection is they charged no commissions on the
sales which they made for the Government, selling it in the
regular course of business along with other sales,

To revert for a moment, now, to the Jones & Laughlin con-
tract, I wish to repeat that there is no reason why anyone
should infer fraud or to imply or impute fraud to the negotiat-
ing officer of the Government in the settlement of this claim. As
I say, he was not examined. The committee met him person-
ally on its visit to Pittsburgh—a gentleman by the name of
Dravo. He seemed to be a very excellent gentleman. I was
very pleasantly impressed with him, and he consorted with me
upon the same terms of equality that he did with the other
gentlemen of the committee, although his political affiliations
are different from mine. [Applause.]

Mr, Speaker, I think that concludes about all that I have to
say on the specific settlements mentioned in the majority report.

I do desire, however, to direct the attention of the House to
this statement of fact. Up ta the time of the concluding of the
testimony upon which report No. 463 on House resolution 381
was filed there had been settled of contracts, both formal and
informal, more than 22,500. The uncompleted portion of these
contracts and of claims settled or adjusted, in cases where the
contracts were not completed, aggregate more than $2,000,-
000.000. These were adjusted and settled for about $330,000,000,
and this includes $78,000,000 of partial settlements and awards
upon other contracts. In other words, the War Department
claims boards, and their subsidiary boards, if I may so term
them, have been able to settle for about 12 per cent more than
$2,000,000,000 of outstanding Government obligations. [Ap-
plause on the Democratic side.]

Mr. RAYBURN. Will the gentleman yield?

Mr. GARRETT. I yield to the gentleman from Texas.

Mr. RAYBURN. How much were the total expenditures for
the War Department?

Mr. GARRETT. Does the gentleman mean for all purposes?

Mr. RAYBURN. For all purposes.

Mr. GARRETT. Something over $18,000,000,000. I have
that testimony here.

Mr. GRAHAM of Illinois.
recollection, if he desires.

Mr. GARRETT. I yield.

Mr. GRAHAM of Illinois. It was $14,500,000,000, approxi-
mately.

Mr. GARRETT. The statement which appears in our record
is that, as of date of September 1, 1919, the expenditures and
outstanding obligations were $18,501,117,999.12.

Mr. RAYBURN. I have seen it somewhere in the news-
paperg, or in the hearings or elsewhere, that somebody had
testified to something like the figures the gentleman from Illi-
nois [Mr. Gragam] gives.

Mr. GARRETT. Well, the gentleman perhaps has in mind
the fact that in answer to an inquiry made by the committee
of the Secretary of War as to expenditures up to June 1, 1919,
a statement was prepared by Gen. Lord, the Director of
Finance.

That statement showed a total of $14,544,610,213.65, but that
did not include any obligations. That purported to include
only the expenditures and the amounts that had heen passed to
the credit of disbursing officers in the different departments.

There were some discrepancies, T might say, found in that
statement of Gen. Lord's, and Gen. Lord, in testifying before
the committee at one of its very first sessions before the full
committee, directed attention to the fact that it should not be
taken as absolutely accurate, because on account of the differ-
ences in bookkeeping in the different divisions there might be
some errors, and Gen. Lord was particularly anxious to stress
before the committee the point that it might not be taken with
absolute accuracy. That was to be expected of Gen. Lord, of
course, because he is a very efficient officer. The older Members
will recall him, I know, as the able clerk to the Committee on
Ways and Means when the Dingley bill was framed.

Mr. GOOD. Mr. Speaker, will the gentleman yield?

Mr. GARRETT. Yes.

Mr. GOOD. I am apprehensive that, perhaps, a wrong impres-
sion will be drawn from the gentleman’s statement with regard
to these two amounts. I am sure that the gentleman does not
intend to leave the impression that it will be necessary after
June 30, 1919, to pay approximately $4,000,000,000 in the dis-
charge of cohtracts of the War Department that were then out-
standing?

Mr. GARRETT. The statement of Gen. Lord did not include
estimates of obligations then outstanding, either then or subse-
quent obligations.

Mr. GOOD. That is, the $14,500,000,000 did not?

Mr. GARRETT. It did not.

Mr. GOOD. But the statement of $18,500,000,000 included ex-
penditures as well as outstanding obligations. Now, there is a
difference of about $4,000,000,000. Of course, we did not have
outstanding obligations on June 30 that will be necessary to
pay $4,000,000,000. Many of these obligations were canceled
without payment of anything, and some without the payment
of very much.

IMr. GARRETT. The gentleman, of course, being the chair-
man of the Committee on" Appropriations, is doubtless mere fa-
miliar with that than am I. This is the statement given to us
by an expert accountant employed by the committee, who in-
vestigated the books of the department, going through them
very thoroughly. That statement was given to us by him, and
he testified concerning it.

Mr. GOOD. Was that $14,500,000,000 given as the probable
amount?

I will refresh the gentleman’s
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Ar. GARRETT. I ean not say; nor did he say whether it
was an estimated amount. He simply gave it to us under that
head.

Mr. LONGWORTH. Mr. Speaker, will the gentleman yield?

Mr. GARRETT. Yes,

Mr. LONGWORTH. I intended to ask the gentleman just
the question which the gentleman from Iowa [Mr. Goop] asked.
But let me put it in this way: Was that $14,500,000,000 the
amount that had been paid up to the 1st of September?

Mr. GARRETT. As I understand it, that purported to be
the amount drawn from the Treasury, not paid necessarily, be-
eause money had been drawn from the Treasury and placed
to the credit of disbursing officers at different points, accord-
ing to my recollection of the testimony of Gen. Lord.

Mr. LONGWORTH. Can the gentleman state what balance
stands to the credit of the War Department to-day?

AMr. GARRETT. I ean not. We have no evidence upon that.

Mr. LONGWORTH. And those figures are inclusive of the
period beginning on the day we entered the war up to the 1st
of September?

Mr. GARRETT. From April 6, 1917, to September 1, 1919,
and obligations outstanding as of September 1, 1919.

Now, Mr. Speaker, how much time have I remaining?

The SPEAKER. The gentleman has 17 minutes remaining.

Mr. GARRETT. These, I believe, are substantially the state-
ments of fact justified from the records before this committee,
and I am willing to submit to the deliberate and unprejudiced
judgment of men on either side of this Chamber whether if I
have eorrectly stated the facts—and I rest upon the record for
my stalement—there Is justification for the imputation in this
majority report of fraud. [Applause on the Democratic side.]
It does not exist.

Mr. Speaker, the gentleman from Kansas [Mr. CAMPDELL]
correctly interpreted the purpose of bringing this report, which
asks for no action on the part of the House, before this bedy for
debate. He said, “ We are not criticizing the officers and the
men.” There are officers and men connected with these setile-
ments who saw service in Franee. But it will give an oppor-
tunity—that was the idea, though not his own words—to criti-
cize the President of the United States and the Secretary of
War.

Criticize the President of the United States? Certainly; you
do not need a speeial rule to do that. [Laughter.] You have
never necded any excuse to do that. All you have ever asked
has been an opportunity. [Applause on the Democratic side.]

Criticize the President of the United States? Why, that is
characteristic. Did it every occur to you that since the Repub-
lican Party came into existence there have been five Democratic
Presidents elected by the United States? One of them the Re-
publicans themselves nominated and elected as Vice President,
and he became President by reason of the death of the great
Lincoln, and they impeached and sought to oust him from office.
The next one who was elected by the people they stole it from.
[Applause on the Democratic side.] The other three they have
slandered while living and tradueed when dead. [Applause on
the Democratic side.] We had an instance of that o few months
ago, when an effort was made to set aside a little plot of ground
upen which to erect a monument to President Buchanan,

Criticizing the President of the United States? Why, he is
accustomed to it; not only to criticism——

Mr. CARTER. Mr. Speaker, will the gentleman yield?

Mr. GARRETT. In a moment. There have been Republican
expressions of criticisms in elubrooms and cloakrooms and draw-
ing-rooms and on the street compared to which the jibes of the
guitersnipe are gracious compliments. DBut criticism is not all.
Mr. Speaker, offensive curiosity and malignant hope forced a
way Into the sick chamber of the President under a pretense
of performing public business, though every man knows, and
the President himself knew, that the visiter went there for an
inquisition of lunacy, with an order to return the writ within
48 hours. [Applause on the Democratic side.] And how disap-
pointing it must have been for him to meet there a mind clear, un-
touched ; a vision that still looked into the far fufure unelouded ;
and a will unbent, though he had suffered temporary defeat in
his masterful effort for bringing about the peace of the world
and stanching the flow of the blood of mankind. [Applause
on the Demoeratie side.] And now the President has added in-
sult to injury by walking! [Applause on the Democratic side.]

Mr. LONGWORTH. Mr, Speaker, will the gentleman yield?

Mr. GARRETT. Not just now.

Criticize the Secretary of War? Why, certainly. Did it
ever occur to you that in every war of consequence in which
this country has been engaged the Secretary of War has been
a Democrat? It was so in the War of 1812, and in the War
with Mexico. And Mr, Lincoln, in the very midst of the Civil

War, called the great Stanton, the great Secretary of War, to
his Cabinet. And it was so in the present war. The only
Republican Secretary of War we had was during the Spanish-
American War, Mr. Alger; and you remember that. [Applause
on the Democratic side.] Now, do not misunderstand me. I
disdain to make any intimation as to things that occurred
during that administration, as charging Mr. Alger with any
responsibility. No man of sense and intelligence would think
for a single moment that he or the great and kindly McKinley
were in any sort of way responsible for the food that was fed
to the soldiers of this country in that war, and there is no
political advantage to be obtained from it and none was ob-
tained; and I tell you gentlemen now, you will derive none
from this constant nagging. [Applause.]

Mr. LONGWORTH. Will the gentleman yield?

The SPEAKER. Does the gentleman from Tennessee yield
to the gentleman from Ohio?

Mr, GARRETT. My time is very short.

Mr. LONGWORTH. Just a short question.

Mr. GARRETT. I yield to the gentleman from Ohio.

Mr. LONGWORTH. The gentleman will not deny, will he,
that in another body harsher criticism has been used of the
President and the Secretary of War by members of the gentle-
man’s own party than by members of the Republican Party?

Mr, GARRETT. I let the record stand for whatever it may be.

Criticize the Secretary of War! Not the officers and soldiers;
no; the Secretary of War. Oh, gentlemen, do you realize in
ggqlant? degree what the duties of the Secretary of War have

n

The Army of the United States which went to France in 1917
was the largest army, the best-fed army, the best-clothed army,
the best-equipped army that ever assembled under the flag of
this Republic. [Applause.] j

Criticize the President and the Secretary of War! Mr.
Speakeér, the closing paragraph of the report of Gen. Pershing,
the commander in chief of the American forces in France, is as
follows:

In closin is re , Mr. i »
clation gr %h!éht?ngtﬁnolli}’leg suﬁﬁ%&oﬁdi?lgetgggﬁursf fﬁp:aprwl';
the Presldent and yourself. y task was simplified by your confidence
and wise counsel, A

[Applause,]

Mr. Speaker, I entered upon the service required of this com-
mittee with extreme reluctance. I had some vision of the
drudgery which it was to entail, but I accepted the responsi-
bility because the minority leader asked me to do so, I have
not at any time or any place—and the gentleman from Nebraska
[Mr, Jerrenis] said the same of himself yesterday and said it
fruly—sought to inject into this matter the party spirit. I
should be glad if I could be helpful in some constructive matter.

I wish to say to you, Mr. Speaker, that those honorable gen-
tlemen with whom I have been associated in this gruelling work,
these gentlemen of the majority, are capable of better things than
hunting flyspecks. [Applause.] And I believe that in justice
to my friends, the gentleman from Illinois [Mr. GramaAxm] and the
gentleman from Nebraska [Mr. Jerrenis], the steering com-
mittee, or whatever influence there is, should call off these
efforts.

They have done everything they ean. If there were anything
there they would have found it. The War Department has heen
raked from end to end as with a fine-tooth comb. If they had
found anything they would have brought it here before now,
Mr. Speaker; and I suggest that they be relieved. They ought
not to have imposed upon them the task of insulting their own
intelligence as lawyers by a political exigeney that requires them
to bring in such a thing as this. [Applause.]

Give them an opportunity, sir! They are able men. Give
them an opportunity to go at something that is constructive,
and maybe they will be able to pull that side into performing
something in these critical times for the good of the Republic,

I resent the imputation of fraud contained in this report.
I resent it in the name of my party, one of whose members hap-
pens to have been the Secretary of YWar throughout these gruel-
ling years of war. I resent it in the name of friends in that
department, men of different politieal faith with whom I have
come in contact, in whose integrity I have confidence.

I resent it in the name of the living millions of soldiers. I
resent it in the name of the mothers of the soldiers who died
in France and who “have their place in the warriors' heaven.”
You shall not, at least without my earnest protest and my feeble
dispute, cause those grieved souls and bruised hearts to suffer
more by untruthfully alleging that the administration under
which they fought for their country was shot through with fraud.
[Applause.] I challenge that statement and demand the proof.
[Applause.]
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Mr. GRAHAM of IHinois. Mr. Speaker, I ask unanimous
consent to revise and extend my remarks.

The SPEAKER. The gentleman asks unanimous consent to
revise ‘;md extend his remarks in the Recomp. Is there ob-

on?

Mr. BLANTON. Mr. Speaker, I regret, but I must object.

The SPEAKER. Objection is made.

Mr. GRATAM of Tlinois. In view of the objection, Mr,
Speaker, I now state that I do not desire to yield fo any in-
terruptions of any kind. I have considerable to say and I want
to say It. And in doing so, gentlemen, I will have to ask your
indulgenee if I follow my notes quite closely. Facis have been
called for, and I want to give them to you.

The majority of the ecommittee, after its investigation of war
claims, has arrived at the following conclusions:

1. The interests of the Government in many cases have not
been sufficiently gunarded in such settlements.

2. Certain rules have been adopted by the War Department
Claims Board which, as administered, have had the effect of
depriving the Government in many cases of large sums of
money to which it is rightfully entitled.

3. Large sums of money have been allowed to various con-
tractors on settlements through unfair salvage values for raw
materials and special facilities furnished by the Government.

4. In numerous instances Government officials charged with
responsibility have not exercised sufficient vigilance in the pro-
tection of the Government interests in such settlements.

It is the opinion of the subcommittee that the facts which
have appeared in such investigations as this subcommittee has
made are sufficient to not only justify, but make it highly ad-
visable, that this subcommittee report fo the said seleet com-
mittee the facts within its knowledge so that the same may be
reported forthwith to the House of Representatives.

There were many sections of our statutory law applicable to the
making of contracts by the War Department prior to the recent
war. Among these was the act of July 5, 1884, providing that al}
contracts for supplies, and so forth, should be let to the lowest
responsible bidder therefor. The act of March 2, 1901, provided
that purchases of all supplies for the Army should be made only
after advertising for bids. Section 3744, Revised Statutes, pro-
vided that every contract by the War Department should be in
writing. The statutes also provided that each contracting
officer must make affidavit attached to the contract that the con-
tract was of no personal advantage to him, and that if he failed
to do so he should be guilty of o misdemeanor.

On the 12th day of April, 1917, six days after the declaration

of war, the Secretary of War made an order dispensing with

advertising for bids for contracts, which order has been already
referred to by Mr. JEFFERIS.

From that time until the end of the war the statute requiring
advertising for bids was practically a dead letter. As the war
progressed less attention was paid from fime te time to the
statutes above cited. Sometimes the necessary aflidavits were
made, and sometimes they seem to not have been made. Al-
thongh thousands of contracts were entered into toward the end
of the war, but little attention was paid to the formalities and
hence thosuands of these contraets were found to be informal
and illegal. Some of them were not in writing; some of them
econsisted of telephone conversations; some of a letter or tele-
gram, and contractual obligations were assumed mounting into
hundreds of millions, where there was little or no legal evidence
that any contract had been made.

This situation became such that on November 25, 1918, Comp-
troller Warwick, of the Treasury Department, wrote
of War Daker a letter in answer to a letter of the Secretary of
War dated November 21, 1918, and in which the comptreoller
stated that all of the confracts signed by proxy were illegal.

Following the decision of the comptroller, the so-called Dent
Act was prepared and submitted to Congress, presumably under
direction of the War Department, and which became a law on
March 8, 1919. The prineipal provisions of this statute are in
the report.

Prior to the passage of this act, and, in fact, almost imme-
diately after the signing of the armistice, machinery was put
in operation for the settlement of claims against the War De-
partment. The system is a very complicated one. It has
already been described. 'The system seems to have been that
when a contractor desired to make a settlement he took the
matter up with the officers who had previously had charge of
the performance of contracts that had been suspended, and this
officer then made a recommendation to the local board as to
what he thought the settlement ought to be. The local board
then passed upon the claims, and if they approved the recom-
mendation it would be so indicated, and the report would then
go to the zone supply ofiicer and he would pass upon it, and if

he appreved it, then the report would be sent to Washington
for review by the Director of Purchase. The evidence shows
that this was the course during December, 1018, and January,
1919. Some time in January, 1919, the evidence shows there was
organized in the War Department a central er superior board
known as the War Department Claims Board, and this orguani-
zation consisted of ¢ member from each corps of the Army; for
instance, one from the Purchase and Storage or Quartermaster,
one from the Ordnance, and one from the Sigmal Cerps, and
several other officers, including a representative of the Director
of Finance. This board was to lay down general policies.

As soon as the claims came in from the zone officer this Claims
Board gave them consideration and either approved or disap-
proved them; then the claims would finally pass to the War De-
partment Claims Board proper, but in so doing they would pass
through a bureau board attached to each department in the
War Claims Board proper. After the act of Mareh 2, 1019,
was enacted, practically the same machinery was used.

There was machinery of this kind vsed in the Ordnance and
other departments in substantially the same way.

It will thus be seen that the initiation of the claim of the con-
tractor was a claim filed by him and approved by the officer
in the zone or district where he had been operating under his
contract, and which officer had had charge of the formal nego-
tiations with him, and who, in many ecases, was the oflicer who
had, in fact, made the contract with him.

Attached to each of the various beards and officials were a
large number of so-called legal assistants and technieal experts
to whom it has been found by the subcommittee that refer-
ences were made from time to time of partienlar parts of the
subject matter of the claims. Very frequently these experts
were men who came from the particular business interests
involved in the settlement of the claim.

As a result of the system above outlined it Is praetically
impossible to fix individual responsibility on any particular
person where a contract has been settled in a maunner not teo
the interest of the Government. Where the adjustment of the
contract has gone through dozens of hands, in the end there
is no individual responsibility, but the respomsibilily is scat-
tered among dozens of individuals, any one of whom can evade
responsibility by directing responsibility on the others. This is
true in the settlement of such claims as the subcommittee has
been able to investigate. Wherever it seemed that there might
be responsibility attached to an officer for the award he might
make in a particular instance, it was the opinion of the sub-
eommittee that the testimony would show that some so-called
expert adviser who was in the service of the Governimnent had
passed his judgment upon the matter and that this had been
accepted by the officer under whose authority he was working,
In the first instance, the original contracts were not signed by
the officers who negotiated the centracts, but almost as socon
as hostilities began officers were designated, by order of the

ar Department, whose only funection was to attach their
names to written contraets and make affidavit that they had

no intenest in the contract as the law required. By this method
the efficer who signed the contract, and who was usually a
Regular Army officer, could make the affidavit that he had no
personal interest in the contract, while, as a matter of faect,
the officer who did in fact negotiate or advise the making of
the contract was, in many instances, some one from civil life
who was closely allied with the partieular business interest
involved in this or other similar contracts with the Govern-

ment.

The subcommittee on ordnance has performed a great mass
of work in attempting to investigate, even in part, the expendi-
tures of the Ordnance Department. Although the select com-
mittee, immediately upon its appointment on June 18, 1019,
requested of the War Department a list of all contracts entered
into by the War Department of over $100,000 in face value,
together with the aggregate amount of money expended on the
same, it only received the final parts of this report on Septem-
ber 18, 1919. To further illustrate the difficnities under which
the committee has labored, on June 18, 1919, the committee

from the Secretary of War information as to the
total amount expended by the War Department from the begin-
ning of the war until June 1, 1919. An answer was given to
this inquiry by the Seeretary of War on June 23, 1919. After-
wards the committee ascertained through an aeccountant that
the original answer given by the Seeretary of War was errone-
ous, and that the amounts expended by the various branches
of the War Department, as given by the Secretary of War, are
off balance from $171,582.37 as a minimum, to $184,945933.47
as o maximum.

In making the investigations we have attempted to make
we have found also great trouble in ascertaining where the
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particular information may be found that the committee
desires. Days after hearings had been had, and after the com-
mittee had requested all the papers, witnesses from the War
Department would come to the commitfee with statements
that there were certain papers that the committee had not seen
that, up to that time, had been kept in the various district
offices or elsewhere unknown to the committee.

Wherever the subcommittee has requested from the War
Department specific information, such information has been
given. However, in no instance has information been volun-
tarily proffered to the committee by the War Department, and
hence the subeommittee has found it absolutely necessary to
get what it gets by specific requests and after investigation, fre-
quently outside of the department itself.

In about 50 per cent of the cases of informal contracts it has
been possible for the War Department to adjust the suspension
of these contracts without damages. Many contractors have
shown a most commendable spirit of fairness in such settle-
ments and have done everything they can to relieve the Govern-
ment of additional financial burdens. And in many instances
where exorbitant elaims have been allowed the blame does not
attach to the negotiating officers so much as it does to eertain
rules that have been adopted by the War Department Claims
Board, which this subcommittee believes are unfair to the Gov-
ernment, and a spirit prevalent in the department to accede to
the demands of the claimant rather than to vigilantly protect
the financial interests of the Government.

Under the system adopted many civilians and commissioned
ofticers of the War Department, and who possessed little, if
any, knowledge of contracts or the construction thereof, and
but limited knowledge of business and less concerning the con-
struction of buildings and the manufacturing of complicated
machinery, have been clothed with authority to settle and ad-
just procurement orders and contracts of uncertain meaning
with contractors, and in so doing to transfer to such con-
tractors valuable buildings, machinery, tools, and materials at
a small percentage of the cost and value thereof.

Other claims involving the transfer of costly buildings, ma-
chinery, and materials have been settled by what is termed
“ negotiation,” whereby the Government has permitted the con-
troctor to retain the same at the price offered by the contractor,
and without due consideration or ascertainment of the actual
market value of the same.

In investigating the various matters it has not been possible
to find anywhere a complete record of the transaction such as
would be found in any court where a claim had been adjudi-
cated, as will readily be seen by a reading of the hearings had
by this subcommittee. There were private conversations by
the various so-called technical experts and members of boards
with each other and with various merchants and business men
and with the elaimants, as a result of which negotiations and
talks and hearsay evidence claims were allowed and large sums
of money paid. When it is attempted to ascertain the exact
basis of these settlements no record is to be found and the in-
vestigator is forced to rely upon what some contractor or some
Army officer says the facts were. Instead of the cumbersome,
unwieldy, and unsatisfactory machinery now devised and in
operation, if summary courts of claims Lad been established
under order of the War Department, where every claimant
would have been required to have produced his proof and
where a record of the same had been preserved, the task of
those who would revise such claims would have been made easy.
But to-day, so far as this committee is concerned, and any
other board, court, or committee that attempts to investigate
any claims now being settled by the War Claims Beard is con-
cerned, such agency will be compelled to develop the facts by
the ecalling of witnesses and by long and laborious research and
investigation, and even then will be compelled to rely upon the
memories of men who have perhaps long since left the service
of the United States and have nothing to refresh their memories
with. .

Iivery settlement made under the act of March 3, 1919, is
subject to review by either the War Department or a committee
of Congress appointed for ‘he purpose. In view of that situa-
tion, and while there is yet the opportunity to revise these
settlements, if desired, the commitiee now reports the facts
hesein, so that the attention of Congress and the Secretary of
Witr may be directed to these things. It is my deliberate judg-
ment that the interests of the -United States have not been
insistedd upon in many of these settlements as they should be.
Th remedy is not for this committee to apply, but the remedy
must necessarily be applied by the War Department, under
w! ee jurisdiction this machinery operates.

v {llustrate many other settlements, the following specifie
fn.. .nees are given. 1t is probable that the instances given are

not extraordinary, but, rather, represent the rule, and are ones
that happen to have come under the subcommittee’s attention.
TENRY MOS3 & CO.

The contract of Henry Moss & Co, was entered into in the
latter part of September, 1918, and was for 195,000 branding
frons. What tactician in the War Department engineered this
purchase I fear will be unknown to fame. The committee was
unable to learn his name. Altogether during the war and until
after the armistice the War Department owned 580,182 horses
and mules of all kinds, over 90,000 of which died. Evidently,
with a branding iron for every three horses, the country ought
to have been safe. There were four contracts, but no branding
irons were delivered before the armistice. The contractor
bought 79,952 pounds of copper to make these, for which he
said he paid 39% cents a pound. The specifications said east
copper. When he came to settle the Government made a chemi-
cal analysis of his copper on hand, found it impure, and hence
only worth 11 cents per pound, and sold it back to him for
that. Instead of penalizing him for not following specifica-
tions they allowed him full pay at 393 cents per pound. There
were 20,000 pounds more copper furnished than he needed, but
this meant nothing. They bought it from him at 39} cents
and sold it back to him at 11 cents. The Government paid
this firm about $40,000 in settiement, at least $27,000 more
than he was entiteld to.

TIIE AMERICAN CAN CO.

This company took seven contracts to make 89,000,000 hard
bread cans. The prices ranged from 51v to G} cents each.
Three independent ean makers, with large manufacturing
capacity, were trying to get contracts to make them at from
4 to 5 cents each, but the Government would not contract
with them. The ‘company delivered 49,738,60S cans. As
has been said by Mr. JEFFeris, tin plate had fallen in price but
9 per cent. This was admitted by the secretary of the com-
pany on the stand. In spite of this fact this company was per-
mitted to keep this tin plate at 68 per cent of ifs cost price.
At the same time, as is generdlly known, all sorts of tin prod-
ucts have risen in price. Every scrap of this material was no
doubt used in the 55 factories of this company. An inde-
pendent producer of tin plate, who had agreed to sell tin plate
to the American Can Co. and who wanted to cancel his order
on the armistice, was forced to deliver every pound. There
was $867,732.37 worth of tin plate, and the Government lost on
this tin plate $147,514.50 more than it ought to have lost. In
addition, tools and machinery that cost the Government $165,-
705.56 was sold to this company at $35,605.47. The testimony
showed that this machinery would readily last for 12 years of
ordinary wear and was ordinary can-making machinery. We
lost a quarter of a million dollars by this settlement.

BTEIN BURN CAMP & FIELD EQUIPAMENT CO.

This contractor had three contracts, one for fireless cookers,
one for bread boxes, and one for cooks' chests. These were
entered into about the last of August, 1918. The contractor
delivered 0G fireless cookers, 25 cooks’ chests, and T bread
boxes. They cost us $171,687.06. This was the amount paid to
the contractor in the settlement of his claim. The fireless
cookers and cooks' chests were to be made of black steel
sheets, the bread boxes of tin plate. The sheets required were
all of standard material and sizes. The testimony of steel men
and of Government experts—one a man who had been em-
ployed by Hibbard, Spencer & Bartlett for 40 years—was to
the effect that the sheet steel was worth at the time, reason-
ably, 95 per cent of it: cost price. The Claims Board let them
take ithe sheet steel at the price of scrap iron and the tin plate
at $20 a ton—plate which was worth on the market at least
$140 a ton. A colonel on the Claims Board went to a metals
expert attached to the board, a Mr, Birkenstein, of Chicago, a
scerap dealer. Birkenstein told him there ought to be 325,000
come out of the claim. Then Stein came down and saw Birken-
stein, and Birkenstein told the colonel about $2,800 would be
right. And then they settled. The least Inspection of this
matter would convince anyone that this company received at
least $114,051.01 more than they were entitled to.

NATIONAL EXNAMELIXNG & STAMPING CO.

This company had four contracts for boilers and kettles for
rolling kitchens, They were made from September T to Novemn-
ber 4. No completed articles were received by the Government
on any of the contracts except the one for kettles, of which
8,000 were furnished after the armistice, This company has
branches at various places in the United States, and issues a
catalogue of 500 pages. It makes all kinds of materials made
of tin plate and sheet steel. 'The contractor was permitted to
keep the tin plate at approximately $35 a ton and the steel nt
$28 a ton. It is very probable that the Government lost by this
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settlement at least $27,000. One of these contracts also was
made on November 4. Sufficient time did not elapse for him to
get the material, but it was charged as if they were received,
and allowed. Doubtless the contractor had stocks of tin on
hand for its ordinary business.

The same was true of the American Can Co. The secretary
of the company swore they had a service contract with the
American Steel & Tin Plate Co., and that they simply ordered
in advance. for prospective orders. And yet on each contract
they were allowed to charge for each contract as if the material
had been ordered for that contract alone.

BRIAR HILL STERL €O,

The Briar Hill Steel Co. is engaged in the manufacture and
sale of steel products, billets, ingots, sheets, and the like. They
had three orders for 776,600 sheets of corrugated steel roofing,
dated about the middle of October, Nothing was ever delivered
to the Government. It was allowed $164,519.86 in cash and
allowed to retain all the raw materials and special facilities,
It had 9,267 gross tons of steel ingots on hand. These it charged
to the Government at $48.17 & ton, and bought them back for
$31.57 a ton. There was a large amount of corrugated sheet
steel on hand. It offered $2 a hundredweight for this. A Gov-
ernment investigator sent a written statement to the board
showing the market price of such sheets was $4.35 a hundred-
weight, and that §2 was entirely insufficient. Disregarding this,
the material was sold to the company at $2 a hundredweight.
The material was the very material needed by the contraetor
in its business. There can be little doubt that the Government
lost in this settlement $75,000 approximately.

THE STANDAED STEEL CAR CO.

As has been said, this company contracted to build nine hun-
dred and sixty-four 9.5-inch howitzer carriages. Although the
Government prepared several contracts, they would never enter
into one. Mr., GArreTT States that he will not enter inte a dis-
cussion of this matter. I do not blame him. It is s0 permeated
with fraud and corruption that I do not wonder that any de-
fender of this administration would not care to discuss it. We
did not receive a single carriage that we could use prior to the
armistice. The War Department spent in this- venture $18.-
58242888 After the armistice the Ordnance Department had
them finish 200 of these carriages. The company placed in the
record a statement that the cost of production of these car-
riages was about $23,000 each. At this rate the total cost of
production was about $4,600,000. The balance of this vast
sum, or about $14,000,000, was used in overhead and in build-
ing an immense plant, filled with costly machinery, all of which
the contractor now has. The company was permitted to take
buildings and machinery that cost $2,987,200 for $600,000, and
materials that cost approximately $5,558,000 for $300,000.
There was a bid for this latter material of about $700,000 from
another reliable firm, which Col. E. 8. Hughes, negotiating
officer, concealed from his associates. The arsenals of the
United States were clamoring for this raw material and ma-
chinery, but they were handed over to the contractor. There
was fraud and bribery proved in some of the subcontracts, but
all such accounts were allowed in full.

A member of the War Claim Board at Washington wired to
know if the claim had been audited. He received an answer
(from a member of the Chicago board to the effect that it had.
JThe answer was Talse. All this time the Government fccount-
,ants were protesting against the allowance of it. The company
stole a carload of small tools from this plant and removed them
‘clandestinely to their own plant. The wonderful machine which
.they took from the Government as junk they are now sending
1o their subsidiary factories for use. The War Department, in-
stead of following the usual course, sent a couple of men to
Chicago, and there the whole affair was closed up speedily and
safely for the company. It has been said by Ar. Garrett that
the War Departmeni was investigating this claim before we
took a word of evidence. They had, and they stopped. The
record shows thatl the chairman of the Chicagoe claims board had
before that time written to the military intelligence telling
them he wanted no further investigation of fraud. Col. Hughes
wrote an order directing that no complete audif be made, at a
time when such audit was about to be made. He also demanded
that the Government auditors be taken out of the plant imme-
diately after he had made his hurried settlement. The military
intelligence officers had stopped work, owing to the attitude
of the department. Then Mr. L. J. Blakey, a Government ac-
comntant, came to the committee with his story. We went to
Chicago and took testimeny. Then things began to move, In
a few days after our return Mr. Garrett, of our committee, had
a talk with the Seeretary of War. Then Mr. Baker telephoned
me that he was going to have some hearings and I counld be
nresen{: it I cared. What has been the result? A month has
elapsed.,

Blakey had been {ransferred first to the Aviation and then to
the War Claims Adjustment Board at Washington, although he
knows all about the Chicago work; Col. Hughes still is chair-
man of the Chicago board. Gentlemen, read the record; it
stinks of corruption. I charge that Col. Hughes has violated
the military cede in many instances and ought to be court-
martialed. Other officers and civilians associated with him are
as bad. Bribery has been proved in the case. How many prose-
cutions has the Atiorney General made? The Government has
been defrauded of millions. What action has the Secretary of
War taken? Just as much as he ever shall, Mr. Garrett says
this company has net been heard. He knows that a subpena
duces tecum was issued at Chicago for the records of this com-
pany and that they would not produce them. I hope, gentle-
men, you will read the record of this case.

JONES & LAUGHLIN STEEL CO.

This company had a contract, made in August, 1918, with the
Government to erect 300 by-product coke ovens on the lands of
the company at Pittsburgh, which were to take the place of old
beehive ovens that the company had been using in its business
of making steel. The Government was to take the toluol and
ammoniuin sulphate for two years produced by these ovens and
was to pay $1.50 a gallon for the toluol and $90 a ton for the
ammonium sulpbate. The contract estimated the production
of toluol at 810,000 gailous a year and the ammoninm =sulphate
at 24,000 tons a year. Nothing was produced, the ovens being
about one-half completed when the armistice was signed.

The production of toluol was in the hands of a bareau in the
Ordnance Departirent. The making of these contracts was op-
posed by experts from the Burean of Standards and elsewhere,
in the Ordnance Departinent, as unnecessary and improvident.
However, they were made. The H. Koppers Co., a company
making and building a by-product coke oven, began early to
have a controlling influence in this department. About the
time the coniract was made the following persons were em-
ployed in the department: Capt. Horace C. Porter, in charge of
toluene production and distribution. He was, from 1915 to the
time he entered the War Department, chemical engineer of the
H. Koppers Co., and duoring at least part of the time he was an
officer was drawing a salary from the Eoppers Co.

Lieut. Artlur R, Gray was the officer in charge of distribu-
tion; he, from 1915 to 1918, was purchasing engineer for the
Koppers Co. Mr. H. P. Jellar, who had charge of investigations
and efficiency studies of coke ovens, was, at the time of his en-
trance, superintendent of a by-product coke oven company, and
left the department in January, 1919, to accept a position with
the Donner Union Coke Corporation at $12,000 a year. Mr.
C. J, Ramsherg was a technical expert in the toluene depart-
ment ; he was also vice president of the Koppers Co. He worked
two days n week for the Government and four days for the
Koppers people and drew a salary from both. Mr, H. B. Kirk-
patrick was also a technical expert. He was an employee of the
Koppers Co. and drew a salary from both the Government and
the company. There was another technical expert named Engle-
man; he left the department to take a good position with the
Birmingham Coke & By-Producis Co. Of course, the Koppers
ovens were used by Jones & Laughlin, and in most of the Govern-
ment work.

When the contract of Jones & Laughlin was suspended, they
filed their claim. Early in January some claims board men and
by-product coke-oven people met in New York. They fixed a
value on toluol at 173 cents a gallon and on ammoninm sulphate
at $60 a ton ; why, nobody knows. Then they settled with Jones
& Laughlin, estimated their full production for two years, and
gave them the difference between 173 cents and $1.50 a gallon
and $90 and $60 a ton. It amounted to £3,330,040.69. At the
New York meeting a Maj. Falk had presented a chart in which
he assumed to give what coke ovens ought to produce. The
chart was wrong, mathematically and in fact. After the Pitts-
burgh board allowed the claim, some one ealled their attention
to this Falk chart. They at once reopened the claim and gave
thein $345,946.31 more. Then the claim came to the Washington
board and was referred to a technical expert, Maj. Frankforter,
late of the University of Minnesota. He ecalled their attention
to the errors in the chart, and would not approve the claim.
Just then the department found the contract with Jones &
Laughlin was informal and that they must file another claim,
which they did. Then, in order to avold the facts and Maj.
Frankforter's report, Col. Ayer issued Ordnance Circular No. 60,
telling all claims boards that, although the Falk chart was
wrong, they might use it if they wanted to, and then the Pitts-
burgh board, being duly authorized, reallowed the claim, which
went through the Washington office and was duly paid.

The Falk chart was prepared by men in the department
closely affilinted with the Koppérs people. There is no doubt
the Government was defrauded of vast sums of money in this
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settlement. DProspective profits were allowed, in violation of the
Dent Act. If the Government had taken the two years' product
under this contract instead of settling, it would have saved over
a million and a quarter dollars. Anyone who doubts this can
compute it easily from the facts. The War Department knows
all this, and yet absolutely nothing has been done, and nothing
will be done.

The report of the Secretary of War ﬂ!ed on the opening day
of this session details approximately 5,000 claims that have been
allowed by his machinery and approximately 4,700 that still
remain unadjusted. Even the most casual examination of these
claims will convince {he investigator that the whole mass of
claims should be reexamined and most of them readjusted. That
this ought to be done goes without saying. And it seems to
follow, as a logical sequence, that this ought to be done by some
impartial semijudicial board whose personnel has had nothing
to do with the former settlements. :

When the United States entered the World War we were en-
tirely and absolutely unprepared. Although the conflagration
had been raging for over two-and one-half years across the
water, we had made no attempt to prepare for the day when
it would spread to our side of the world. We had an adminis-
tration of national affairs that was pacifist to the heart. The
President not only consented to but apparently approved a na-
tional campaign in the heat of the war that was based upon the
specious and misleading theory that he would keep us out of
war if elected. His Cabinet was notoriously pacifist, The Con-
gress, conitrolled by this administration, enacted no compre-
hensive measures for national defense. Such appropriations as
were made for war supplies were in some instances not used
for that purpose. There was information in the hands of those
in executive charge of our affairs that gave them every notice
that war was imminent. Yet when suddenly we found onr-
selves at war by a declaration of April 6, 1917, our weakness
and lack of foresight became at once apparent. We had no air-
craft, although we had known for years we must have them. We
had no ecannon, no shells, no small arms, no ships, no uniforms.
Worst of all, we had no plans for anything. We did not know
how to build guns or war machines and had no one to tell us
how, except he came from across the seas. No trained personnel
had been built up to do these things. For example, there were
but three or four oflicers connected with the construction de-
partment and about 60 Ordnance officers of all grades in the
Army in April, 1917. In such an emergency the administration
adopted the policy of turning over to representatives of the
producing and manufacturing interests of the country the plan-
ning, requisition, purchase, and prices of supplies for our
military forces. The only preparedness this country had on
April 6, 1917, was the preliminary organization through the
advisory commission of the Council of National Defense of those
who had things to sell which the Government would require dur-
ing the war. From the time of our entrance into the war until
its close, and even to this time, the business of buying and price
fixing was not in the hands of the Government but in the hands
of the producers.

I can not illustrate this better than with a statement of the
copper situation during the war.

COTTER,

It was evident at the time of the entrance of the United States
Into the World War that large amounts of metallic copper would
be needed, not only to supply the demands of the United States
but as well to supply, in part at least, the needs of the nations
allied with the United States in that war. This faet was also
apparent even before April 6, 1917, when Congress passed the
resolution declaring that a state of war existed. Copper enters
largely into the making of munitions of war, and is especially
an essential in the making of shells and projectiles of all
calibers,

Prior to the declaration of war the War Department had
failed to lay in any supply of copper for its prospective needs.
In view of this situation the Government, in the production of
copper for our war-time needs, was forced to rely upon the judg-
ment and plans of those who had copper to sell. The facts dis-
close that from the very initiation of our attempts to procure
and purchase copper for our war-time needs up to the time of
the final disposition by the Government of its surplus stocks
of copper after the signing of the armistice the situation as
regards the production and sale of copper was entirely within
the control of the copper producers. At no time was the Gov-
ernment a free agent in the purchase of such supplies.

On the 11th day of October, 1916, the President appointed an
advisery commission to the Council of National Defense, which
last-named body had been authorized by an act of Congress
passed before that time., This advisory commission met first

on the Tth day of December, 1916. Mr. Bernard M. Baruch,
banker, was chairman of the commission, :

These gentlemen, originaily appointed as an advisory board,
on February 12 adopted a resolution to the effect that a series
of conferences be held with the leading men in each industry,
so that the industries could organize themselves and deal
through one man or a small committee. It will be seen from
the facts hereinafter stated that the plan originally was—and
which plan has been fully consummated in the subsequent pro-
ceedings—that the copper industry, as well as other producing
industries, should be so centralized that it could be dominated
and controlled by one man or a very small number of men, and
that this control, once established over the industries, continued
throughout the war, was the paramount influence toward price
fixing and price control, and is one of the causes of high-priced
commodities at this time. The plan of the Government was to
centralize all industries irrespective of the result that might
ultimately follow.

At the meeting last above noted, Mr. Baruch was given charge
of raw materials, minerals, and metals, and it is manifest,
among other matters, that he was in conference with the copper
producers at the time of the declaration of war, a little less than
two months afterwards. This is evident from the fact that
about 10 days or 2 weeks before the President sent his message
to Congress on April 2, 1917, Mr. Baruch and Mr, John D. Ryan
were in conference at Washington and at that time arranged,
evidently with the approval and after conference with the gov-
ernmental authorities, a combination of copper producers and
a sale to the Government of 45,000,000 pounds of copper at 16§
cents per pound. Mr, Tobias Wolfson, vice president of the
United Metals Selling Co., and next to Mr. Ryan the prineipal
official in that company, came to Washington on or about the
2d of April on telegraphic advice from Mr. Ryan, and at that
time was advised by Ryan to take charge of the matter of
arranging the sale aforesaid and to have the proper conferences
with the copper producers interested to that end. It will thus
be seen that before the declaraiion of war Mr, Baruch, chairman
of the advisory commission of the Council of National Defense,
and Mr. John D. Ryan, president of the United Metals Selling
Co., had arranged a combination and consolidation of the copper
producers for the purpose of selling copper to the Government
through the United Metals Selling Co. Mr. John D. Ryan was
president of the company. Its stock was owned by the Anaconda
Copper Mining Co., of which Mr, Ryan was president also. The
companies who thus united in the combination that authorized
the United Metals Selling Co. to act as their agent were the
Anaconda Copper Mining Co. and 26 other companies.

It is in testimony that the United Metals Selling Co. under
this arrangement represented practically all the copper pro-
ducers in the United States. This arrangement was known
to the Government and agreed to by it, and in fact was arranged
by‘officials then connected with the Government.

The purchase of 45,000,000 pounds of copper was completed
and the same was allocated to the military and naval depart-
ments of the Government. Immediately thereafter, however,
it became apparent that much larger quantities of copper would
be needed.

The Government purchased during the war 592,258,674 pounds
of copper, of which 523,338,735 pounds were purchased from the
United Metals Selling Co., 66,846,000 from the American-Smelt-
ing & Refining Co., 200,000 from the Cleveland Brass & Copper
Mills, 800,000 from J. B. Wise, and 983,939 pounds from the
Gorham Manufacturing Co.

In the three last-named instances the companies were not
copper-producing companies but had stocks of metallic copper
on hand which they sold to the Government, It has been here-
tofore mentioned that Mr. Baruch was appointed by the ad-
‘1.sory commission to take charge of raw materials, minerals,
and metals. Thereafter, and early in the year 1917, Mr.
DBaruech appointed a cooperative committee on copper, which con-
sisted of ihe following-named persons: John D. Ryan, R. L.
Agassiz, W, A, Clark, Murry M. Guggenheim, James AlcLean,
Charles MacNeill, and Stephen Birch,

Mr. John D, Ryan, one of the cooperative committee, was, in
addition to his connection with the Anaconda Copper Mining
Co., in practical control, through his company, of the Greene
Cananea Copper Co. and the Inspiration Consolidated Copper
Co., companies who were represented by the United Metals Sell-
ing Co., together with several other copper-producing companies,
Mr. C. A. MacNeill, another member of this committee, was
president of the Utah Copper Co., which, in turn, controlled

the stock of the Nevada Consolidated Copper Co., both companies
being in this combination, and was an oflicer in the Chino Copper
Co., the Ray Consolidated Copper Co., the American Smelting &
Refining Co., and the Wolverine Copper Mining Co., and others.
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The Kennecott Copper Co. owns controlling interests in the stock
of the Utah Copper Co. and the Braden Copper Mines Co., all
controlled by the United Metals Selling Co., and which are in
the group of mines ordinarily known as the Guggenheim inter-
ests. Mr, James McLean, another member of said cooperative
committee, is a vice president of the Phelps-Dodge Corporation,
was a director in the Greene Cananea Copper Co. and Old
Dominion Co. Mr. Murry Guggenheim, another member of this
cooperative committee, is an officer and stockholder in the Chili
Copper Ce. In addition to the above, the Guggenheim interests
were heavily represented in the Braden Copper Mining Co.
Mr. W. A. Clark, another member of this committee, in the United
Verde Mining Co. and the Magma Copper Co. '

It will thus be seen that every member of this cooperative
committee was deeply interested in the copper industry and in
the success of variouns properties owned or controlled in part
by them. This was the committee whose function it was to
assist in or advise as to the purchase of copper for the Govern-
ment. Y

The committee above named was functioning after the first
purchase of copper.

During the month of August, 1917, there was a very consid-
erable discussion in Congress as to.the propriety of the practice
which it was thought was then prevalent of men attached to the
various advisory committees of the Council of National Defense
being intrusted with the purchase of supplies, in some cases
from companies or interests in which they had a financial inter-
est or were otherwise connected. As a result of an inquiry by
the War Industries Board, on the 29th of August, 1917, the
Attorney General directed a letter to Mr. Scott, chairman of the
War Industries Board, in which he stated, in substance, that it
was illegal for a person who was interested in the subject matter
of a contract to enter into such contract on behalf of the
Government,

YVery shortly after the rendition of this opinion the various
members of the cooperative committees that had been hereto-
fore appointed by the Advisory Commission of the Council of
National Defense began to tender their resignations. Section 3
of the so-called food control act evidently was aimed at the
practice that had been theretofore indulged in and made it
necessary for any members of companies interested to sever
their connection with the Government service so long as the
companies in which they were interested were contracting with
the Government. On the 3d of October, 1917, the War Indus-
tries Board held a meeting, and at that time considered the
matter raised by the opinion by the Attorney General and sec-
tion 3 of the act of Congress aforesaid, and deliberated at con-
siderable length on ways and means by which the effect of this
act of Congress might be avoided by the appointment of com-
.mittees to act for the various trades and industries represented,
and by which the same result might be obtained as before.

Thereafter, on the 9th day of November, 1917, the director of
the Council of National Defense stated, in a communication to
the National Chamber of Commerce, that—
in order to prevent a continuance of the embarrassing situation
wherein members of the committee were called upon to act as both
Government agents or adyisors and, at the same time, a3 representa-
;I:ce?si) tgfi their respective industries that these resignations have been
and notified the National Chamber of Commerce to at once
form committees to represent their industries which might deal
with the Government. Thereafter, as a matter of fact, in most
instances the former cooperative committees were continued,
but were known as committees from the various trades and in-
dustries. There was no difference thereafter in the method of
procedure. The copper cooperative committee resigned between
September 19 and October 9, 1917. Up to the time that the
cooperative committee on copper resigned all purchases of cop-
per and negotiations relative to same were taken up through
this committee.

It is in evidence, and conceded to be the fact, that the co-
operative committee on eopper practically controlled the com-
panies that in turn controlled the price of copper in the United
States, and it is further shown, especially by the testimony of
Mr. Clarkson, director of the Council of National Defense, that
because of the connection of these gentlemen with the Counecil
of National Defense, and thereby with the Government of the
United States, their authority was more coherent and their im-
pact much greater in dealing with the other members of the
copper industry, and that because of this official status they
could more effectively control the price of copper than they
could have done as individuals. As individuals they could not
have coordinated the entire resource of copper in the country
as well as théy could do when officials, In other words, by
virtue of their official standing all producers of copper could
be compelled to pool their interests.

In the matter of the production of copper, as in all other
industries and trades, the various cooperative committees who
were appointed were selected not by the Government but by
the respective trade: and interests, and, as naturally would be
expected, these gentlemen had in mind the condition of their
various trades and were supposed and expected to represent
them in their various transactions with the Government. On
the other hand, on the part of the Government, there was no
one who knew anything about the various trades or interests
involved, excepting in the most casual and fragmentary way,
and this condition continued to a very considerable extent
throughout the entire war and certainly throughout the war so
far as the purchases of copper were concerned,

As soon as the arrangement was made with the Government
by the cooperating copper companies through the common agent,
the United Metals Seiling Co., Zour things were accomplished :
First, all competition was eliminated; second, all expense of
selling and finding a market was eliminated; third, the possi-
bility of all loss from bad accounts was eliminated ; fourth, the
market was absolutely under the control of the American pro-
ducers of copper. .

While the United Metals Selling Co., in its inception, did
not represent all the copper producers in the United States,
this apparent difficulty in the organization was obviated as the
result of an action of the War Industries Board early in 1917.
Mr, Baruch, a member of the War Industries Board, appointed
one Eugene Meyer, jr., as his representative, and who in turn
requested all copper producers to arrange for a ecopper pro-
ducers’ committee. Mr. Meyer at that time had large copper
investments and was heavily interested in the business. In
this matter he was acting as a member or agent of the War
Industries Board. On September 28, 1917, he came to the
copper producers and asked them to appoint a committee which
would represent all the copper companies, not only those repre-
sented by the United Metals Selling Co. but all other com- .
panies. That meeting was held at 120 Broadway, and there
were present at the meeting the following persons:

Joseph Clendennin, Charles Earl, S. 8. Rosenstamm, L. Vogel-
stein, Julius Loeb, Julian Beatty, M. H: Crego, T. Wolfson, Sid-
ney Jennings, Charles Nichols, W. Parsons Todd, G. W, Drucker,
James McDonald, H. M. Brush, and Eugene Meyer, jr.

There were no Army officers at this meeting. It is not known
exactly what happened at this meeting, but the question of
furnishing copper to the Government was fully discussed. On
the 21st of September, 1917, Mr. Robert 8. Lovett, acting
chairman of the War Industries Board, wrote a letter to Mr.
John D. Ryan, at New York, in which Mr. Loveit stated as
follows :

Dear Sir: I am pleased to advise you that the President has ap-

%roved the oral agreement as to copper arrived at by the War Industries

oard and the copper interests represented by you and which is cor-
te

rectly set forth in the following statement made public by the President,

The second purchase of copper made by the Government from
the United Metals Selling Co. was on the 15th day of October,
1917, after the President had approved of the new price, and
was a purchase of 11,595,346 pounds at 23} cents per pound,
or an increase of approximately 6.84 cents per pound. No
reason appears in the record for this increased price. The
price of 23% cents per pound was continued in effect until
June 15, 1018, when further increase of price was made to 26
cents per pound.

The War Induostries Board, appointed by the Council of
Natlonal Defense, censed to function early in the spring of’
1918. On the 4th of March the President wrote to Mr. Baruch
appointing him chairman of a war-industries board, and in this
letter of appointment gave him power by implication to fix
prices. This War Industries Board was fully established on
May 29, 1919, although it had been functioning practically since
the 4th of March preceding the date of appointment by the
President. From that time forward the War Industries Board
was not under the control of the Council of National Defense,
but was a body functioning by itself,

The price fixing of copper, as well as many other commodi-
ties, was in the beginning fixed by the cooperative committees
appointed by the advisory Council of National Defense. This
was particularly true of copper. Following the resignations
of these various committees, the funection of purchasing and
price fixing was continued by the War Industries Board, ap-
pointed by the Council of National Defense, and particularly
through Mr. Baruch, a member of that board. This con-
tinued until the spring of 1918, when the War Industries Board
was orzanized as a separate entity, and of which, as has been
said, Mr. Baruch was chairman, After the appointment of
this presidential War Industries Doard, certain committees
were appointed by the board to have charge of various indus-
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tries and productions. Almost at once there was appointed by
Mr. Baruch what was called a nonferrous metals section. This
section had charge of, among other things, copper. Its per-
sonnel was Pope Yeatman, chief; E. C. Thurston, assistant;
Andrew Walz, assistant, From the time of the appointment
of Mr. Yeatman and his section it was not permitted to place
an order relative to copper except through him. A clearance
from Mr. Yeatman was a prerequisite to such an order. Mr.
Yeatman was a mining engineer, and at the time of his ap-
pointment was working for the Guggenheim interests, and was
drawing $100,000 a year salary from them for this service in
their mining interests, He left this position and was serving
the Government for $1 per year, at which employment he con-
tinued until immediately after the armistice, when he left the
Government service and went back to his original employment.

During the year 1918, Mr. Yeatman, under the direct super-
vision of Mr. Baruch, had complete charge of the copper situa-
tion in the United States.

During the period of the war the business of selling copper to
the Government was conducted by Tobias Wolfson, vice presi-
dent of the United Metals Selling Co., and by a Mr. Mosehauer,
who was loeated at Washingion, and who was the representative
of the United Metals Selling Co. and the American Smelting &
Refining Co. An arrangement had been made between these
tweo companies by which the American Smelting & Refining Co.
was to handle all copper for export, and the United Metals Sell-
ing Co. was to handle all copper for domestic use. They were,
however, both represented by the same Washington representa-
tive, as above stated.

During the entire period of the war the nncontradicted testi-
mony shows that the Ordonance Department and its officers had
nothing to do with the fixing of prices on copper, and the Army
officers in what they did simply followed Executive orders in
that regard, and followed the directions of civilians in the War
Industries Board or other price-fixing bodies constituted from
time to time. As to the prices, the representatives of the
Ordnance Department had no negotiations at all.

After the signing of the armistice it was determined that
there was approximately 100,000,000 pounds of copper in the
hands of the War Department that could be counted as surplus
coppet and was not needed by the Government for war parposes,
and it was evident that seme disposition must be made of it,
either by a sale of it to the public generally or in some cther

manner.

On February 5, 1919, Mr. Mercer, chief of the raw materials
and scrap division of the director of sales office, addressed a
letter to Mr. E. C. Moree, assistant divector of sales, in which
he stated as follows:

It would be my recommendation that Mr. Hare, or some ome whom
he might delegate, have a conference with Mr. Ryan, and any other

uﬂveotthewmmm&lhtwemua veatumep!-ul
dence which handed m as pa:u?!in‘.)é‘l l?et;“egiiln;?r i?i;&? Secre-
tary Baker, Mr aim d Gen. Williams,

It appears from this letter that before that time Mr. R,_rnn
Secretary of War Baker, Mr. Hare, director of sales, and Gen.
Williams, Chief of Ordnnnce, had had a conference and had
arranged upon some plan for selling the excess copper. The
exact nature of that correspondence is not disclosed by the
record and was not produced by the wiinesses testifying on that
subject. Prior to this time, however, and early in January, it
was evident that the Government would have a surplus of
eopper, and the representatives of the United Metals Selling Co.
approached the Secretary of War, asking that all copper be
held off the market for at least six months, basing its request
upon the proposition that during the months of November and
December they had continued production paying a wage rate
corresponding to 26-cent copper, and had an enormonus surplus,
and that reports from abroad were pessimistic as to n possibility
of immediate sales.

The sales department then arrived at a policy as to this
copper, which was to the effect that the copper wonld not be
dumped upon the market, but that it should be the policy of the
Government to absorb as much of the surplus as was possible
in the War Department itself by sale or transfer to other War
Department bureaus, other governmental departments, and
semigovernmental commissions, and that every precaution
should be taken to avoid the disturbance of the indusiry of the
copper producers. About the time the negotiations were being
had with the copper producers, representatives of the United
Metals Selling Co., certain conferences were called in the De-
partment of Labor between the representatives of the copper
miners and representatives of the Government and representa-
tives of the copper producers. These conferences were held
the last week in January, 1919, The official report shows that
on the 30th day ef January, 1919, the conference of mine work-

ers requested the Secretary of War and the Secretary of the
Navy to cooperate with the producing and consuming industries
to the end that a way of handling their stocks may be found
to remove the existing lack of confidence in the market and
that the methods thus determined upon shall be rigidly enforced
by the officers of the respective ts. The resolutions
requesting this action were signed by 80 representatives of the

copper miners. At that time wages were being paid on a war
basis, and it was feared that if a return was had to low prices
on a sliding scale the wages of the workmen would be greatly
reduced. At about this time or a little afterwards, also, it ap-
pears that there was a conference between Mr. Ryan and the
Secretary of War, in which Mr. Ryan impressed on the Secre-
tary of War what was said to be the demoralized condition of
the copper industry, and asked the Secretary of War to use
his discretion in disposing of this copper in order that this de-
moralized condition would not be made worse, and that the
situation be taken up with the copper producers to see if some
mutually agreeable way could not be worked out whereby the
condition would be helped as much as possible, and the Govern-
ment dispose of its surplus. It is probable that even before
this time the Government had been in communication with the
copper producers relative to .the sale of this surplus.

Almost as soon as a director of sales was appointed, Mr. John
D. Ryan sent Mr. Wolfson as his agent to Washington, direct-
ing him to have a conference with Mr. Hare, the director of
sales, and to show to Mr. Hare what effect the surplus copper
was having on the copper market. In pursuance of this direc-
tion, Mr. Wolfscn came to Washington and saw Mr. Hare on
February 13.

On the same date a meeting was called in the oflice of the
director of sales, Mr. Hare, in the Manitions Building, at Wash-
ington, and &t which meeting there were present certain repre-
sentatives of the office of the director of sales and of the United
Meials Selling Co.

A smaller conference was had within this conference, as shown
by the official minutes, at which were present Col. Boggs, Col.
Lehman, Col. Tenney, Capt. Mercer, Mr. Morse, Mr. Wolfson,
and Mr, Bancker, who prepared certain principles which were
to be the method of procedure of the Government in the sale of
this surplus copper, the second of these principles being—

It is felt that it would be to the best interest of the War Department,
the producer, and the laboring class to have the War Department nm
copg:d r and brass marketed by the producers, or som umn&:.ncy under

con the marketing to be at the same price as r material that
they may sell during the same period.

The minutes also show the following:

The representatives of the indostry were to go back and see
copper prucneeru,

their principals, get tngethﬂ' all t present t.b.eln
princi to them, returning us soom as ble for further conference
with the War Department representatives with a d;eﬂn.lta proposition,

On the 14th of February Mr. Hare, director of sales, notified
Mr. Wolfson, of the United Metals Selling Co., of the action of
the conference and reguested him to at once call the principal
producers of copper throughout the country together—

To discuss nman%themse!tes t.he terms upon which they will be willing
to handle for ent the sale of surplus copper and brass
now in the hands of that department.

Thereafter there were two conferences of copper preoducers
held in New York, one on February 20, 1919, and one on March
3, at which all the copper producers were represented

At these conferences it was arranged for the copper producers
to take over the surplus copper of the Government, and on April
10, 1919, a formal written contract was entered into between the
War Department and the United Metals SBelling Co., by which
100,000,000 pounds of electrolytically refined copper was sold to
that company on the following terms:

First, the price was to be the monthly average New York price
for electrolytic copper as quoted by the Engineering and Mining
Journal of New York, with lesser prices for copper not in com-
mercial shapes and scrap copper. Second, the price was to be
determined on the 5th day of May and on the 5th day of each
suncceeding month. Third, the price was to be paid on or before
the 15th day of the second month for each month's quota.
Fourth, a deduction of 1 per cent also would be made from the
price to cover storage, and so forth, Tifth, the copper also
would be delivered by the United States, with all expenses of
loading and freight to be paid by the Government. Sixth, the
copper was to be delivered 5,000,000 pounds per month, begin-
ning with April, 1919, with the further arrangement that if the
producers of copper represcnbed by the purchaser in any one
month up to January, 1920, should sell more than 50,000,000
pounds of copper, and from Fehmary, 1920, to June, 1920, more
than 100,000,000 pounds, in such event the amount of 5,000,000
pounds per month should be increased by an amounnt equal to 20
per cent of the excess over 50,000,000 and 100,000,000 pounds,
respectively. -
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The signing of the armistice created in the copper market, as
in all other markets in the United States, a serious depression
and stoppage of trade, The 26-cent price of copper continued
automatically in effect until December 5, 1918. From that time
up until practically the signing of the contract with the United
Metals Selling Co. there was no market for copper. During
December and January there were no sales being made of any
kind., From February 1 up to July 30 the prices of copper were
as follows: February 1, 1919, the Journal gives the prices at 18§
cenis; February 15, 16% cents; March 1, 14} cents; March 15,
147 cents; April 1, 15.35 cents; April 15, 1515 cents; May 1,
15.35 cents; May 22, 16.35 cents; June 2, 16.35 cents; June 16,
17§ cents; July 1, 19 to 19.10 cents; July 15, 21.30 to 21.90 cents;
July 30, 22.85 to 23.35 cents.

It will be observed from these quotations that from April 1
the approximate date of the contract with the United Metals
Selling Co. for the Government surplus copper, copper increased
until on July 30 it had risen to 23.35 cents, or 8 cents per pound,
while from February 1 to March 15 it had fallen close to 4
cents per pound. The immediate effect of the sale of copper
to the United Metals Delling Co. and the control of the copper
market by this company was to stabilize the market and to
increase the price,

That this was the intent of the Government agents and the
copper producers there can be no doubt. In addition to the
testimony of Mr. B, C. Morse, hereinbefore noted, his testimony
sghows that no minimum price was agreed upon in the contract
with the copper producers, because to fix such a minimum price
would be to depress the price. Mr. Morse also testified that the
sale of copper was negotiated with the copper producers in this
way for the purpose of keeping the market stable and not dis-
turbing it, and disposing of the Government surplus as rapidly
as possible.

It is the uncontroverted testimony that about the time confer-
ences were initiated between the copper producers and the Secre-
tary of War the director of sales issued an order directing
that pending these negotiations no copper be sold by the War
Department to any person. This order was as follows:

FEBRUARY T, 1019.

Director of sales, Order No. 8.

Subject : SBale of copper and brass.

1. No further sales of either ctgper or brass, as new material: or as
gcrap, are to be made under any circumstances until further notice,

By authority of the Director of Purchase, Storage and Traffic.

C. W. Hare, Director of Sales,

This inhibition against the sale of copper continued until after
the contract was made with the United Metals Selling Co. for the
Government surplus copper, and then, on April 18, the director
of sales made an order permitting the sale of copper.

Mr. A. G. Peter, secretary of the committee having charge of
the disposal of copper for the Ordnance Department during that
period, testified that if he had been permitted he could have sold
at least part of the copper of the Government at the market price
during that time; as a matter of fact many offers were had for
the Government copper, but owing to the order of the director
of sales none could be sold. The object of the sale to the
United Metals Zelliag Co. and the holding of the same off the
market is well indicated by the testimony of Maj. L. R. Quinn,
of the Ordnance Department, and who stated that the sale was
to keep the market from being depressed; in other words, that
the price of copper on the market should not go lower.

Mr. Wolfson said on this subject:

It was essentlal to get it out of the way, or we thonght it was better
that it be handled through the same channels that sold the copper. It
did not matter whether it was sold by us or not, so long as it was gotten
out of the way. We felt so long as that hung over the market there
would be no stability. * * * 1 found I could not do any business
with this hanging over the market.

Under the contract for the sale of copper the base price fixed
on May 5, for the month of April, was 15.246 cents per pound;
on June 5, for the month of May, it was 15.864 cents per pound;
and on July 5, for the month of June, it was 17.61 cents per
pound. In April the United Metals Selling Co. sold 83,000,000
pounds of copper, and hence took on their contract 13,000,000
pounds of Government copper at the average April price. Dur-
ing the month of May there was sold by the United Metals Sell-
ing Co. 207,649,189 pounds of copper, and accordingly there was
taken by the United Metals Selling Co. of Government copper on
June 5, for the month of May, 3,652,837 pounds. Practically the
entire balance of the surplus eopper to be taken by the United
Metals Selling Co. under this confract was taken on July 5 on
the average June price,

On the signing of the armistice the copper producers, repre-
sented by the United Metals Selling Co., had on hand approxi-
mately 750,000,000 pounds of copper aside from the purchase of
the Government surplus copper, so that the price at which the

Government surplus copper was sold to the consumers regulated
not only the price of such copper as was being produced at the
='nes but also the price of approximately 750,000,000 pounds of
other copper already on hand.

The profits of the copper producers from their negotiations
with the Government during the period of the war, and in the
purchase of the surplus copper after the war was over, were
enormous, and it must have been apparent to the Government
agents that such was the case. It is said {hat the high prices
paid for copper were paid for the purpose of stimulating produc-
tion. However, the facts do not seem to indicate that it was
necessary to pay as great a profit as was paid to accomplish that
purpose. It has also been said in defense of the price fixing by
the Government and its other negotiations that the market price
of copper was approximately 32 or 33 cents per pound when we
entered the war, and that the price fixing by the copper pro-
ducers was far below what they might have obtained on the
open market. However, it will be remembered that the copper
producers were at the mercy of the Government at that time,
and that under section 8 the act of August 10, 1917, the food-
control act, the Government had the right at any time to com-
mandeer the mines and to practically fix its own price on copper.

Two methods of computation were used by the committee in
ascertaining the cost of producing copper: One was in the
examination of such reports of the copper companies as were
available to accountants for the committee; the other was a
report of the Federal Trade Commission made to the War
Industries Board, and a copy of which was before the com-
mittee. This last-named document, confidential when received
but now a public document, had evidently gone through the
hands of the price-fixing committee of the War Industries
Board, and this committee was fully conversant with the situa-
tion and the profits being made by the copper companies, as
appears by their marginal notes upon the original copy. The
custodian of these files produced the same, and from the marks
made upon it, supposedly by the price-fixing committee, it
appears that that committee knew that the profits being made
by most of the principal producers in the United Metals Selling
Co. combination were making, at a price of 23} cents per pound,
from 8 to 12 cents per pound profit. These marginal notations
show that of the whole list of copper producers whose records
were examined by the Federal Trade Commission the net profits
at 234 cents per pound were from 12 to 4 cents a pound, and
that the principal companies in the United Metals Selling Co.
group, and in which Mr. Ryan and the members of the coop-
erative committee on copper were most intimately interested,
were from 8 to 12 cents per pound. Mr. Melville C. Wooster,
chief accountant of the Federal Trade Commission, testified
that the average cost of production of all the companies within
the United Metals Selling Co. group for 1917 was 13.618 cents
per pound, and in 1918, 15.326 cents per pound. In 1917 the
cost of production per pound in the Utah Copper Co. was 10.4
cents, and in 1918, 12.3 cents. The cost of produection in the
Calumet & Hecla Mining Co. in 1917 was 12.9 cents, and in
1918, 15.7 cents. The cost of production in the Inspiration
Consolidated Copper Co. in 1917 was 11.3 cents, and in 1918,
11.7 cents. The cost of production in the Kennecott Copper Co.
in 1917 was 12.4 cents, and in 1918, 18.7 cents, It is useful to
notice also that of the four companies last above named each
one, except the Inspiration Consolidated Copper Co., reported a
decreased production for 1918; and from their reports it is
evident that these companies were mining their lower-grade
ore and making their mines ready for a time of higher prices,
when higher-grade ore might be produced at a lesser expense.

To illustrate the profits made during this period by some of
the copper companies, four instances are cited:

The Utah Copper Co. in 1917 made a profit of $32,600,000,
which was 200 per cent of its capital stock, and in 1918 a profit
of $24,750,000, which was 150 per cent of its capital stock.
The Calumet & Hecla Mining Co. in 1917 made a profit of
$9,500,000, or 800 per cent of its capital stock, and in 1918,
$3,500,000, or 300 per cent of its capital stock, The Inspiration
Consolidated Copper Co. in 1917 made a profit of $12,260,000,
or 55 per cent of its capital stock, and in 1918, $9,250,000, or
40 per cent of its capital stock. The Kennecott Copper Co. in
1917 made a profit of $11,826,000, or 70 per cent of its capital
stock, and in 1918, $9,390,135.90, or 60 per cent of its capital
stock. It is probable that other companies in the list made
similar profits, but the exaet information is not available with-
out a careful and detailed audit of the books of these various
companies.

Mr. HICKS. Will the gentleman yield?

Mr. GRAHAM of Illineis. I have but very little time.

Mr. HICKS. I simply wanted to ask the gentleman if the
figures he has given are net profits, :
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Mr. GRAHAM of Illinois. I have given the profit per pound
of 8 to 12 cents; this was net; that is my understanding of it.
Now, these companies represented in this eonsolidation, of
course, were mostly low-priced producing companies. Let me
tell you something else, The remarkable thing about this is
t the gentleman from Tennessee [Mr.“GarrerT] and the ad-
tration and the people who defend it say that they had
to make this price to make a profit for the high-cost pro-
ducing mines, and therefore the mines that had a low cost of
production necessarily made more profit. As a matter of fact,
all the figures we had available, taken from the reports of the
company, show that this price had this effect on copper—that
it reduced the production notwithstanding the increase in price.
In 1918 three of the four big copper companies, of which we
had the figures for production, were companies mining a low-
grade ore, that is, a cheap ore, and they were doing it while the
price was low in order when the price became high that they
could manufacture high-grade ore and get a higher price. So
the effect of the proposition was to feed this infernal trust
which had its fingers on the throat of the country and let them
make such inordinate profits as were entirely unjustified by
the needs of the Government. There was no necessity for it,
and the Government with its strong hand at the threttle could
have eommandeered all the copper it needed and made them
furnish It at reasonable prices.

Mr. SMITH of Michigan. Will the gentleman yield?

Mr, GRAHAD of Illinois. I have bat little time.

Mr. SMITH of Michigan. Did the committee investizate the
purchase of food products by the Government?

Mr. GRAHAM of Illinois. Not this branch of the committee;
that was done by subeommittee No. 4. Let me say that I find
it necessary in order to get the facts before the House and the
couniry to hereafter file a wriften report. I have conferred
with a portion of my committee, and seme time in the future
the commitfee is going fo give the detailed facts, the specific
facts that we can net do now because we have been limited by
objections from the Demoeratic side of the House. We want
to file them so that the country can have the benefit of the
information that this commitiee with six months of the hardest
work I ever did in my life has collected. [Applause.]

Mr. GARRETT. The gentleman will eonfer with the other
portion of the committee, I suppose?

Mr. GRAHAM of Illinois. I will; but I do net know what
good it will do if you assume the same position you have about
this.

The profits made by the eopper producers out of the purchase
by them of the surplus copper of the Government after the
armistice would be hard to eompute. If is certain that if this
100,000,000 pounds of copper had remained in the hands of the
Government or had been sold by the Government to retailers or
to the consumer the price of copper would have remained at
least stationary. However, by its purchase the producers were
enabled, by their combination and by the alloeation of business
among them as they chose, to control the market absolutely,
and being permitted by the Government to combine and pool
their interests the market immediately turned and started up-
ward. Even in the matter of the contract itself it’is evident that
ihe copper producers were buying on the 5th of May, June, and
July large sums of copper at a price that was the average price
for the month before and on a constantl, rising market, so that
any margin there might be in price, by way of an increase, would
accrue te the eopper producers and be lost to the Government.
Just what this loss {o the Government would be could only be
ascertained by eareful computation. In addition the
producers were given 1 per cent of the cost as a condition of the
trade. In addition every pound of the approximately 200,000,000
pounds of copper a month they were selling had an added value
riven to it by the rising market which the eopper producers were
creating. It is reasonable to assume that if, during the period
the copper producers were taking the Government copper, their
aggregate sales were 600,000,000 pounds, including the Govern-
ment copper, their profit by virtue of the inerease in price was
approximately $50,000,000.

Not all the copper producers shared equally in these profits,
it is frue. Mr. John D. Ryan, in the first purchase of eopper by
the Government from the United Metals Selling Co., dietated the
proportion which each company in that combination should fur-
nish the copper, and this schedule or percentage ebtained
throughout the war, The same was true in the allocation of the
surplus copper purchased from the Government. Some ecom-
panies, and these were so far as can be seen usually the low-
cost production mines, furnished most of the copper. An ex-
ample of this will be found in the group of mines represented by
Mr. John D. Ryan. The United Metals Selling Co. originally

- represenfed a small group of mining co 13 in number,
and to these companies were allotted 152,500,287 pounds. Of

this amount there was allotted to the Ryan companics—the Ana-
conda Copper Mining Co., Inspiration Conselidated Copper Co,—
121,615,919 pounds,

At the time the first sale of copper was arranged at 16§ cents
per pound, many statements were circulated through the press
of the country relative to the very excellent and patriotic work
that had been done in this negotiation. The effort was then
made fo show that because this price was greatly below the
average market price, that thereby the Government had made an
immense saving and that the copper producers had patriotically
turned over the production of their mines to the public for war

UTrposes,

Scribner’'s Magazine for August, 1017, contained an extensive
article entitled *“ What the Council of National Defense is and
‘What it has Done,” by Grosvenor Clarkson, secretary of the
Council of National Defense and of the advisory commission,
On page 190 is the following:

T 2 unced his in the tremendous
task of mobilizing American industry by precuring 45,000,000 pounds
of copper for the Army and Navy at about half tha eurrent market
price, saving the Government in the nelghborhood of $10,000,000,

A fair and eandid résumé of the whole situation can not fail
to convince the reader that the arrangement thus entered into
was one exiremely favorable to at least a few of the copper
producers, and that from this arrangement, and because of the
necessity and demands of the Government during the war,
those who operated these copper producing properties were en-
able(: to make and did make extravagant and extraordinary
profits,

During the progress of the war the people were continually
reminded of the necessity of contributing liberally to the sup-
port of the Government. They were urged to buy bonds and
war-savings stamps to the limit of their capacity and te prac-
tice every economy in food and clothing. It is a matter of
pride to contemplate how fully the people responded to that
request. The savings of the mechanie, the profits of the farmer,
the mite of the widow, the pennies of the children, were freely
and cheerfully given, with the high and sacred intent to thus
advance the cause of our country. I stood one day in the mud
in a ruined town in northeastern France and saw a division
of American boys go past through the mist toward the battle
out yonder that awaited them. I could hear the guns thump-
ing and pounding in front, and over us soared aeroplanes, like
monster locusts. There was no pomp and panoply about this,
It was somber and serious business. As I looked at these
young, healthy, clear-skinned boys, with the sacred fire of
youth in them, they who had so much to live for, I thought
of the supreme saerifice they were making for their country.
What the rest of us.did was, as compared to this, a mere
bagatelle, my countrymen. [Applause.] There was no thought
of profits or gain or per cents or personal returns. It was a
pure and unselfish dedication of all they had to the country
that has gained much credit in this old world of eurs, my
collengues, by baving given them birth. And it does irk me
exceedingly when I think of the economies and sacrifices of
our people, when I remember what I saw in Flanders and in
France, to observe a careless disregard of the public rights
and an ignorant and apparently willful waste ef public funds
Every cent we have must be carefully conserveid. The times
ery for the most stringent economies. We must not save our
country only to see it become a bankrupt. It is the duty of
every right-thinking man to guard in every possible way the
public purse, and it matters not whether he be a2 member of a
Claims Board or a Member of the Congress of the United
States. [Applause.]

Mr. BLANTON. Mr. Speaker, a parliamentary ingniry.

The SPEAKER. The gentleman will state it. -

Mr. BLANTON. Now that we have had four hours of gen
eral debate, what has been accomplished and what can we do?

The SPEAKER. The gentleman does not submit a parlia-
mentary inguiry.

Mr. BLANTON. Yery well

CALEXDAR FOR UNANIMOUS CONSENT.

The SPEAKER. Under the agreement heretofore made, the
Clerk will call the Calendar for Unanimous Consent.

CERTAIN GRAZING LANDS IN UTAH.

The first business on the Calendar for Unanimons Consent
was the bill (& 3016) to authorize the disposition of cer-
tain grazing lands in the State of Utah, and for other purposes.

The SPEAKER. Is there objection?

AMr. SINNOTT. Mr. Speaker, I ask unanimous conszenf that
the bill be passed over without prejudice.

The SPEAKER. The gentleman from Oregon asks that ihis
bill be passed over without prejudice. 1Is there cbjection?

There was no objection.
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SIOUX TRIBE OF INDIANS,

The next business on the Calendar for Unanimous Consent
was the bill (8. 1018) authorizing the Sioux Tribe of Indians
to submit claims to the Court of Claims.

The SPEAKER. Is there objection?

Mr. KELLY of Pennsylvania. Mr. Speaker, I object.

Mr. GANDY. Mr. Speaker, will the gentleman withhold his
objection until I can make a statement?

Mr. KELLY of Pennsylvania, I withhold the objection for a
moment. ¥

Mr. GANDY. I just want to say to the gentleman from
Pennsylvania and to the House that the Sepate bill 1018 is
in identically the same language as a bill that has already
passed this House at this Congress, and which has gone to
the Senate. The House having passed his identical bill,
and there is not the difference of the dotting of an “i" or
the crossing of a *t,” I hope that my friend will withdraw
his objection,

Mr. KELLY of Pennsylvania. Mr. Speaker, I had this morn-
ing, as a member of the Committee on Indian Affairs, a delega-
tion of men from the reservation who are particularly concerned
in this measure, and they stated that they would have a delega-
tion here shortly after the first of the year to present facts eon-
cerning this bill, Therefore, Mr. Speaker, I object.

Mr, GANDY. Mr. Speaker, then I ask unanimous consent
that the bill retain its place on the calendar,

The SPEAKER. Is there objection?

Mr, WALSH. Mr, Speaker, I object.

The SPEAKER. The Clerk will call the next bill

WATER SUPPLY FOR MISCELLANEOUS PURPOSES ON RECLAMATION
PROJECTS.

The next business on the Calendar for Unanimous Consent
was the bill (8. 796) for furnishing water supply for miscel-
laneous purposes in connection with reclamation projects.

The SPEAKER. Is there objecton?

*Mr. WALSH. Mr. Speaker, I object.

Mr. EVANS of Montana., Mr. Speaker, will the gentleman
witlthold his ebjection for a moment?

Mr. WALSH. I withhold my objection for a moment.

Mr. EVANS of Montana. Mr. Speaker, it seems quite impera-
tive to a lot of people that this bill should pass. I think the
gentleman from Massaehusetts, whose purpose is to make an ob-
jection, has not investigated the question so that he is in full
possession of the merits of the proposition. This is simply to
afford the reclamation people the legal right to dispose of some
surplus water. I have in my office a letter, which I received
within a week from a State senator of my State, asking for the
passage of this bill. He tells me in that letter that he has been
operating a sawmill within 400 yards of a ditch of the reclama-
tion people; that he has expended $2,000 trying to get water for
his sawmill by digging wells on a reserve where all of the water
was taken by the reclamation people. He could not get water,
and the only way that he can get it is to haul it in barrels from
the ditch, if the reclamation people would permit him to haul it.
It seems unreasonable that the Government should not be per-
mitted to sell its surplus water to people under these circum-
stances.

The bill is safeguarded, I think, by providing that the funds
shall go into the Réclamation Service of the partieular project.
There are some months in the year when the water can not be
used for irrigation or for any other purpose. It simply runs
to waste to the sea. If it could be utilized by the men who
have sawmills or sugar-beet factories, or who want to put
alfalfa in silos, the Reclamation Service would get that much
money for it, and it might as well obtain it and put it to the
scredit of the people who are paying for that service, I hope
the gentleman will not objeet.

Mr. WALSH. Mr. Speaker, I appreciate the advantages
which the gentleman states will come to certain individuals if
we embark on this policy, but I submit that this is not a wise
policy to embark upon in connection with the reclamation
projects, and, therefore, I object.

CONFERRING CITIZENSHIP UPON CERTAIN INDIANS, ETC.

The next business on the Calendar for Unanimous Consent
was the bill (H. R. 288) for the purpose of conferring citizenship
upon Indians, segregation of Indian tribal property, and for

other purposes.

The SPEAKER. Is there objection?

Mr. MANN of Illinois. Mr. Speaker, I reserve the right to
object. The gentleman in charge of the bill does not seem to
be here, and I ask unanimous consent that the bill go to the

foot of the calendar. i
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The SPEAKER. The gentleman frem Illincis asks unani-
mous consent that the bill go to the foot of the calendar. Is
there objection?

There was no objeetion.

PERMITTING MINORS TO MAKE IIOMESTEAD ENTRY,

The next business on the Calendar for Unanimous Consent
was the bill (8. 1729) permitting minors of the age of 18 years
or over to make homestead entry or other entry on the public
lands of the United States.

The SPEAKER. Is there objection to the present considera-
tion of the bill?

Mr. HICKS. Mr, Speaker, reserving the right to object, just
why are minors given this right? Is it because of a purpose to
aid soldiers and sailors?

Mr, BLANTON. Mr. Speaker, there seems to be no one here
who ean answer the question, and I object.

The SPEAKER. The gentleman from Texas objeets.

ERECTION OF FEDERAL OFFICE BUILDING IN ST. LOUIS, MO.

The next business on the Calendar for Unanimous Consent
was the bill (H. R. 484) to provide for the erection of a Federal
office building on the site acquired for the Subtreasury in Bt
Louis, Mo,

The SPEAKER. Is thers objection to the present considera-
tion of the bill?
Mr. BLANTON. Mr. Speaker, I object.

Mr. RUCKER. Mr. Speaker, will the gentleman withhold his
objection for a moment?

Mr. BLANTON. Mr. Speaker, if the gentleman desires to
make a statement, I withhold the objection.

Mr. RUCKER. Mr, Speaker, let me make this statement:
This bill is reported from the Committee on Public Buildings
and Grounds. Some time ago a bill was reported and passed
and is now law authorizing the construction of a Federal build-
ing in St. Louls upon land purchased and owned by the Gov-
ernment, but the law authorizing the construction of that build-
ing provided for the building of fireproof vaults for use of the
Subtreasury at St. Louis. I think it is pretty well conceded
now, since the location of the Federal reserve bank in St. Louis,
that it will not be long until there will be no oeccasion for a
Subtreasury there, and during the remainder of the time that
the Subtreasury is in operation it can continue to do business
in the building in which it is now loeated. This bill simply
seeks to amend the bill heretofore enacted by striking out the
paragraph in the original act which provided for the expendi-
ture of money for the construction of fireproof vaults, so that
money may be saved and the space intended originally for use
of the Subtreasury may be used to house other governmental
activities. This bill does not involve the expenditure of an
additional dollar,

Mr. BLANTON. Will the gentleman yield?

Mr. RUCKER. I will yield.

Mr. BLANTON. Unless the present bill under consideration
is passed the money which the gentleman seeks to have avail-
able to expend for a public building to be used for purposes
other than the Subtreasury could not be expended?

Mr, RUCKER. There has already been, as I understand from
recollection, something like $200,000——

Mr, BLANTON. But by this bill it will permit the expendi-
ture of how many other thousands of dollars?

Mr. RUCKER. The entire amount appropriated for the con-
struetion of the building.

Mr. BLANTON. It is $600,000, is it not?

Mr. RUCKER. Probably that amount.

Mr. BLANTON. Then, by keeping this bill from passing we -
can keep that $600,000 in the Treasury, can we not?

Mr. RUCKER. But the gentleman should bear in mind, Mr.
Speaker, that by the passage of this bill we will provide housing
capacity for a great many governmental activities now housed
in rented property. It is a saving in annual rental which the
Government is now paying of something like $35,000 or $40,000.

Mr. BLANTON. There are 30,000 people in the ecity of
tllliangcr, Tex., who are getting their mail in a little old shack

Bt—

Mr. RUCKER. The building authorized in this bill is not a
post office, I will say to the gentleman,

Mr, BLANTON. I understand it is for governmental pur-
poses, and if we are going to build emergency buildings we
ought to build them In these emergency places.

Mr. RUCKER. We will take care of that very soon.
the gentleman will not object,

Mr. DYER. Will the gentleman allow me to state in answer
to the inquiry of the gentleman from Texas that under existing
law the Treasury Department is now authorized to proceed to

I hope
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erect the building as provided by law? It is only held up to
save money.

Mr. BLANTON. Mr. Speaker, I feel the influence of the
yuletide, and I want to be gracious, especially to the distin-
guished gentleman from Missouri, and I have felt so gracious
that I have promised my friend from Minnesota [Mr. KNUTsoN]
that until January 5 I am not going to make any more points
of order of no quorum. [Applause.] So that the fellows can go
home whenever they want to do so. But this calls for an ex-
penditure of a big sum of money which but for the passage of
the bill can not be expended.

Mr. DYER. The gentleman is mistaken, the money is now
available.

Mr. BLANTON. Why do not they expend it?

Mr. DYER. The Secretary of the Treasury feels that this
money for vaults should be saved to the Government.

Mr. BLANTON. So the purpose of the bill is to permit the
money to be spent in a building for purposes other than the
Subtreasury ?

Mr. DYER. No; the law already provides for a Government
building for the use of the Subtreasury and other governmental
activities,

Mr, BLANTON. But it is not going to be built?

Mr. DYER. Yes; they can go ahead now.

Mr. BLANTON. Does not the gentleman know the Secretary
of the Treasury is not going to build it?

Mr. DYER. No; he has held it up to see if Congress would
change the legislation in order to save the expense of the
vaults,

Mr. BLANTON. Let us let it go over until after the Christ-
mas holidays and then it can be taken up just as well.

Mr. DYER. The Committee on Buildings and Grounds took
the matter up. They called upon the Secretary of the Treasury
for a report and he reported, recommending that this bill be
enacted into law, and has recommended even to the last Con-
gress that he was very much in favor of it. The Secretary of
the Treasury not only this Congress, but the last Congress,
recommended this thing to be done, because he is not in favor
of going ahead with the building and putting in expensive vaults
that the Subtreasury realizes it does not need.

Mr. BLANTON. Mr. Speaker, I ask unanimous consent that
this bill go to the foot of the calendar.

The SPEAKER. The gentleman from Texas asks unani-
mous consent that the bill go to the foot of the calendar,

Mr. RUCKER. What benefit is it to go te the foot of the
calendar?

Mr. BLANTON. It gives us a chance to look into it. The
gentleman can get it up any unanimous consent day after
Christmas.

The SPEAKER. Is there objection to the immediate con-
sideration of the bill?

Mr. RUCKER. I hope the gentleman will not object.

Mr. BLANTON. I regret that I am forced to object.

Mr. DYER. Mr. Speaker, I ask recognition to move to sus-
pend the rules——

The SPEAKER. The Chair can not recognize the gentle-
man just yet. The Chair recognizes the gentleman from Penn-
sylvania [Mr. BuTLER].

CONTINUATION OF ALLOWANCES TO NAVAL OFFICERS.

Mr. BUTLER. Mr. Speaker, I ask unanimous consent to
take from the Speaker’'s table House Joint Resolution 213, to
which there are two or three Senate amendments, and to pass
the same.

The SPEAKER. The gentleman asks unanimous consent
‘to take up House Joint Resolution with Senate amendments?

Mr. BUTLER. Yes, sir.

Thé SPEAKER. The gentleman asks unanimous consent for
the present consideration of the resolution, with Senate amend-
ments, which the Clerk will report.

The Clerk read as follows:

House joint resolotion 213, continuing temporarily certain allow-
ances to officers of the Navy.

The SPEAKER. Is there objection to the present consid-
eration of the resolution? =

Mr. WALSH. I think it ought to be reported.

The SPEAKER. The Clerk will report the resolution with
amendments.

The Clerk read as follows:
House Joint resolution 218, continuing temporarily certain allowances

to officers of the Navy.

Whereas since it now appears that peace will not have been declared
by October 1, 1919, on which date officers of the Navy, by operation
of law, will cease to receive the benefits prescribed in the act of
April 16, 1918 (Public, No. 129) ;

Whereas said benefits will accrue to officers of the Army until peace
shall have been declared : Therefore be it

Resolved, ete., That the paragraph in the act of July 11, 1919 (Pub-
nc‘. No. 8), which reads as follows :

“ The act of April 16, 1918 (Puoblie, No. 129), granting under cer-
tain conditions to every commissioned officer of the Army the right ta
quarters in kind for their dependents or the authoriz commutation
therefor, including the allowances for heat and light, shall hereafter
be construed to appl{ to officers of the Navy and Marine Corps only
during the period of the war and in no event beyond October 1, 1919,
be, and the same is hereby, repealed.

Also the following Senate amendments were read:

Page 1, line 1, of the preamble, strike out * will " and insert * has."

Page 1, line 1, of the preamble, strike out “‘have.”

Page 1, line b, of the preamble, strike out the period and insert a
comma and the word * and.”

Page 2, line 5, after * repealed,” insert a colon and “Provided,
That officers of the Navy and rine Corps shall be entitled to all the
rights and benefits under said act of April 16, 1918 (Public, No. 129),
from and after October 1, 1919, and during the present emergency.”

The title was amended to include * and Marine Corps.”

Mr. WALSH. Mr. Speaker, reserving the right to ebject, the
first amendment was, I understood, to strike out the word
“will™ in the first line of the preamble and insert the word
& hus ‘l?

Mr. BUTLER. That is true.

Mr. WALSH. Then it will read:

Wherens since it now appears that peace has not have been declared,

Mr. BUTLER. I think the gentleman will find it is part of
the Senate amendment that the word *“have” should be
stricken out.

Mr. WALSH. These are Senate amendments, I assume?

Mr. BUTLER. Yes.

Mr. WALSH. And the preamble was not stricken out as it
previously passed the House?

Mr. BUTLER. The preamble was amended. The first
amendment is to strike out the word “ will,” in the second line,
and insert the word *has,” and then strike out the word
“have,” so that it will read:

Whereas since it now appears that peace has not been declared by
October 1.

The second amendment, I will say to the gentleman, is to
insert the word * and " after the part of the preamble in paren-
thesis, namely * Public, No. 129,” so as to connect the other
“ whereas ” with it:

And whereas said bepefits will acerue to the officers of the Army
until peace shall have been declared.

Mr. WALSH. Reserving the right to object further, Mr.
Speaker, the amendments that have been put onto the resolu-
tion itself are to the effect that tliese allowances shall be con-
tinued and be made retroactive back to October 1.

Mr. BUTLER. It has that effect, and I will tell my friend
why. When this resolution was introduced and first considered
here under suspension of the rules it was anticipated that it
would be passed prior to October 1. On the day it was con-
sidered under suspension of the rules, my friend will recall,
which was on September 23, it was in the evening time, and
a question of no quorum was raised. Then the business passed
over until the next suspension day, which was the third Mon-
day in September, when there was not a suspension of the
rules, because the chairman of the Committee on Appropria-
tions moved to consider an appropriation bill or other measure
on that Monday reported from his committee. Therefore, it
was found on the Speaker’s table on the next suspension day
as unfinished business. 1 asked the Speaker to allow me to
move to suspend the rules to include the Senate amendment,
which amendment had come over in the meantime from the
Senate upon another and similar resolution—No, 112, The
Speaker said it had better be voted upon, as it remained upon
the table as unfinished business. Consequently, there was a
roll call and the measure was passed under the suspension of
the rules. Then this same resolution went over to the Senate
and the amendment was added.

October 1 had passed. I want to take to myself the blame
for this amendment to the last naval bill. In order to reduce
the expenses, and in the haste in which we made up the naval
appropriation bill last summer, I inserfed the provision now
considered in the bill, and I then did a rank injustice to the
officers of the Navy, and I have been told about it a good many
times. My friend knows the pressure that has been made to
increase the compensation of officers of the Navy. I am espe-
cially anxicus that this ineasure, which was made to help the
Army, and consirued also to be to the advantage of the Navy
in 1918, might be continued during the emergency, and if this
amendment is adopted it will be so continued.

Mr. WALSH. The gentleman has under consideration a bill
providing for readjustment of the pay ofﬁthe Navy, has he not?
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Mr. BUTLER.
that bill.

Mr. WALSH. But the gentleman expects a report from the
committee on that measure?

Mr. BUTLER. I hope that my friend will still continue the
same confidence in our committee’s disposition to be economical
that he has always manifested. I will answer the gentleman
candidly, as he asks the guestion. I believe at this time, and
I have been working at it industriously for four months, that
Congress must be asked to assist some of the noncommissioned
and petty officers of the Navy. I discovered this morning that
1,700 enginemen have left the ships because they are not paid
proper compensation. It is that part of the bill to which I am
directing my attention. If this measure passes it will bring
to these officers of the Navy what they expected to have and
what they expected they would have and bring them a little
compensation which, in my effort to keep the hands of Congress
upon the appropriations, I deprived them of.

Mr, MANN of Illinois, Mr. Chairman, will the gentleman
yield?

Mr. LONGWORTH rose.

Mr. WALSH. I will yleld. 4

Mr. BUTLER. I think the gentleman from Ohio [Mr.
LonewortH] probably rose first.

Mr. LONGWORTH. I am not gquite clear as to thée gentle-
man's intention. Is it to move to concur in the Senate amend-
ment?

Mr. BUTLER. Yes,
amendment,

Mr, LONGWORTH. Is the gentlemian clear that the Senate
amendment corresponds with the amendment he has noted on
his bill?

Mr. BUTLER. Yes, sir.

Mr. LONGWORTH. As I understood the reading, the Clerk
did not report it that way. Was there a mistake in the read-

ing?
I copied it with the greatest

Yes, sir. But no report has been made on

It is only to concur in the Senate

Mr. BUTLER. I think not.
care, The purpose of the amendment is this: If we had suc-
ceeded in passing the resolution through the House in Septem-
ber and had gotten it to the Senate exactly as I anticipated,
then October 1 would have been yet before us, and the al-
lowance of money would still have gone to these officers. But
having got tied up between the House and the Senate, and
especially here upon one occasion when we did not have a
quornm that would have enabled us to pass the bill under a
suspension of the rules, it became necessary to make the amend-
ment,

Mr. LONGWORTH. If the gentleman wants to concur in the
Senate amendment he should be certain that the amendment is
correct.

Mr. BUTLER.
my attention to it.

Mr. LONGWORTH. I will ask that the Clerk report it again.

The SPEAKER. Without objection, the Clerk will again re-
port the amendments,

The Senate amendments were again read.

g Mr., LONGWORTH. The Clerk did not report it that way
efore,

Mr. BUTLER. XYes.

Mr. LONGWORTH. That is all right.

Mr, BUTLER. I thought the Clerk in reading it must have
overlooked that part of the amendment. Now I will yield to
the gentleman from Illinois [Mr, MANN]. ‘

Mr. MANN of Illinois. I understood .the gentleman from
Pennsylvania to say that these were allowances which officers
of the Navy had expected fo receive.

Mr. BUTLER. Yes, sir.

Mr. MANN of Illineis. Did they have any inside information
that the treaty would not be ratified by October 17 Why
should they expect to receive these allowances later than Octo-
ber 1, when the original provision only lasted until peace was
declared?

Mr. BUTLER. I wish I could answer my friend directly, I
have not any knowledge on that point. No officer in the service
has ever made any statement in my presence in which he at-
tenipted to impress me with a view as to when the emergency
would be over. I may say to my friend this: That no public
officinl and no officer of the Navy, to the best of my reeollec-
tion, has ever made any request of me that they should be set
right; but I have heard if said that I have been opposed to
increasing the salaries of the officers of the Navy when I
*with my own hand took from them what the act of Congress
last year gave them. I will further say to my friend that I
would not have dope it if I had contemplated that the emer-
gency would have lasted beyond October 1. I would have

I thank the gentleman from Ohio for calling

allowed these men to have had the benefit of the allowance
which the comptroller said the act of 1918 gave them.

Mr. MANN of Illinois. Well, they have had this allowance
for a longer period than they had any right to expect they
would receive it after the armistice was signed. Now, of
course, this means practically that they expect to receive this
increased allowance forever, so far as the service is concerned.

Mr. BUTLER. No, sir. The act of 1018 provides that only
during the emergency shall these allowances lﬁepaid to the
officers of the Army. The comptroller has const™ed the act as
extending these allowances to the officers of the Navy and the
Marine Corps. They last only during the emergency.

Mr. MANN of Illinois. Well, practically the emergency has
long since ceased, but theoretically we are not at peace.

Mr. BUTLER. It was held yesterday that we are still
going on with the war. [Laughter.]

Mr. MANN of Illinois. Theoretically we are not at peace,
but practically we are at peace so far as allowances are con-
cerned.

Mr. BUTLER. I have felf so, my friend, that we were.

Mr. MANN of Illinois. I can see no reason why we should
{)ay this allowance now unless we are to make this permanent
aw.

Mr. BUTLER. I would not ask to do it——

Mr. MANN of Illinois. And so far as I am concerned, I am
frank to say—the gentleman from Pennsylvania can not very
well say—that I think it is very much more important to
economize in the expenditures of the Government than it is
to inerease the pay of anybody at present. The only way we
can get back to bedrock and away from high prices is to
economize in the Government and in the country. [Applause.]

Mr. BUTLER. Let me say to my friend this: Are you willing
to trust this committee for an economical appropriation of funds
for the Navy? I know the gentleman will. I have talked with
the gentleman frequently.

Mr. MANN of Illinois. I will make no promises in advance,
I propose to vote, whenever I get a chance, for economy in the
service. [Applause.] 2

Mr. BUTLER. So do I.
that have been suggested.

Mr. MANN of Illinois. I know the gentleman as well as any
other man in the House. He is real economy itself, if he had

I have voted for all the economies

his way.
Mr. BUTLER. I propose to have it or I will not have any
way at all. [Laughter.]

Mr. MANN of Illinois. I am not sure.

Mr. BUTLER. I know my old friend of a quarter of a
century thinks I am “easy.” I am thinking about the Amer-
ican publie that has these taxes to pay, but I will say to the
gentleman that I think it Is in the interest of economy to pass
this measure now. I think it will relieve the tension that is
NOWw upon us.

Mr. MONDELL. Mr. Speaker, will the gentleman yield?

Mr. BUTLER. Yes.

Mr. MONDELL. I am not clear in my mind as to the effect
of the passage of the resolution as now presented. The pro-
vision to be repealed was one which applied to the Navy, for
a certain period

Mr. BUTLER. No, sir.

Mr. MONDELL. Let me finish my inquiry.

Mr. BUTLER. I beg the gentleman’s pardon,

Mr. MONDELL. The provision which it is proposed to repeal
is a provision that applies to the Navy, for a certain time, an
act passed for the Army, or intended for the Army, and giving
certain additional allowances,

Mr. BUTLER. Yes, sir.

Mr. MONDELIL. That is true, is it not?

Mr. BUTLER. Yes; that is true, Will the gentleman allow
me to make a statement? :

Mr. MONDELL. WiIll the gentleman let me finish my state-
ment? .

Mr. BUTLER. Certainly.

Mr. MONDELL. I thought I was informed about this mat-
ter, but the more I have listened to this discussion the more con-
fused I have become, and I want to know how far wrong I am.

Mr. BUTLER. 1 do not think the gentleman is wrong at all.

Mr. MONDELL. The provision which it is proposed to re-
peal is a provision which was carried in the naval bill?

Mr. BUTLER. Yes.

Mr. MONDELI. The effect of which was to give certain
men in the Navy for a time the benefit of certain additional
allowances which had been provided for the Army?

Mr. BUTLER. Yes; but if my friend will permit me to make
a statement now, I will go back to 1918——
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Mr., MONDELL. While the aect originally was intended to
apply only to the Army, it was considered to apply to the Navy.

Mr. BUTLER. The gentleman is correct.

Mr. MONDELL. And in order to limit it, you placed a limita-
tion, as far as the Navy was concerned.

Mr. BUTLER. The Committee on Naval Affairs did.

Mr. MOXDELL. Now, if you repeal this provision, your as-
suption is that the auditor will still apply the same rule as
fornterly, and =o long as these allowances go to the Army they
will go to thggNavy.

Mr. BUTLER. I am assuming that they have construed the
original act as applying to the Navy, and therefore if we take
out this limitation I assume that the original act will be con-
strued to apply.

Mr. WALSH. Mr. Speaker, I think the discussion that has
been had clearly demonstrates that the proposed amendments
of the Senate are not in the nature of economy. I opposed this
resolution when it was here before, and the amendments of
the Senate simply carry it back to October 1, 1919, which I
contended would be necessary in order for these allowances to
be payable; and much as I regret to interpose an objection to
anything favored by the chairman of the Committee on Naval
Affairs, I think this is a matter that ought not to be permitted
to come up by unanimous consent, and I object.

Mr. SNYDER. Will the gentleman yield for a question?

Mr. BUTLER. I move to suspend the rules and take from
the Speaker's table H. J. Res. 213 and concur in the amend-
ments of the Senate.

The SPEAKER. The gentleman from Pennsylvania moves to
suspend the rules and take from the Speaker’s table H. J. Res.
213 and concur in the Senate amendments. Is a second de-
manded ?

Mr. SAUNDERS of Virginia. I demand a second.

The SPEAKER. The gentleman from Virginia demands a
second.

Mr. BUTLER. I ask unanimous consent that a second be
considered as ordered.

The SPEAKER. The gentleman from Pennsylvania asks
unanimous consent that a second be considered as ordered. Is
there objection?

There was no objection.

The SPEAKER. The gentleman from DIennsylvania [Mr.
ButLeEr] is recognized for 20 minutes and the gentleman from
Virginia [Mr. SAUuspERS] is entitled to 20 minutes.

Mr. BUTLER. Mr. Speaker, unless some gentlem
to ask me a question I will reserve my time.

Mr, KNUTSON. I wish to ask the gentleman a question.

Mr. BUTLER. I yield to the gentleman from Minnesota.

Mr. KNUTSON. How much does this involye?

Mr. BUTLER. This will involve about $10,000 a day.

Mr. BEGG. For how many days?

Mr. BUTLER. Until the emergency is over. Assuming that
during the month of January we shall have an announcement of
peace, it will be for October, November, December, and part of
January. I have been calculating it by the day and not by the
month,

Mr. LAYTON. What does the gentleman mean by emer-
gencey—until the league of nations is indorsed?

Mr. BUTLER. I do not know, my friend, what is meant by
that. [Laughter.] I should like to inform my good neighbor,
but I do not know.

Mr. SNYDER. Will the gentleman yleld?

Mr. BUTLER. Yes.

AMlr. SNYDER. A few moments ago, when the gentleman made
the statement that he favored an increase in the pay of the
petty officers——

Mr. BUTLER. Yes.

Mr. SNYDER. Coupled with that statement the gentleman
said he had just been advised that some 1,700 enginemen of the
Navy had gone out.

Mr. BUTLER. Yes; they have left their ships.

Mr. SNYDER. Will the gentleman tell us what he knows
about that? Did they strike, or what?

Mr. BUTLER. No; these men never strike. These men have
left, not all at one time, and evidently not by concerted action,
but they have left the service of the Government. The war is
now over—no; the war is not over. I would be standing upon
both sides of the question if I said it was over.

Mr. KNUTSON. Stand right in the middle.

Mr. BUTLER. Yes.

Mr. GARNER. Will the gentleman yleld?

Mr. BUTLER. Yes.

Mr. GARNER. This is retroactive since October 1?

Mr. BUTLER. No; it is not retroactive. It is simply con-
tinuing.

an wishes

Mr. KNUTSON. Exactly.

Mr. SNYDER. Let us find out about the 1,700 engineman who
went out.

Mr, GARNER.
that. _

Mr,. BUTLER. I shall be very glad to do it. There are in the
Navy from 4,000 to 4,500 enginemen, chief machinists, and their
assistants, first, second, and third grade. The chief machinists
are most of them yet in the service, as I discover upon an
examination of the records this morning, but as to the first,
second, and third class machinists many of them have gone out
into civil life. They are employed upon merchantmen, employed
by the Shipping Board at enormous figures. We pay these men
perhaps from $60 to $75 a month, and they get maybe three
and a half times that from the Shipping Board.

Mr. SNYDER. I evidently got the wrong impression from
what the gentleman said. I took it these men had left the
service to-day, in a body.

Mr. BUTLER. Oh, no.

Mr, SNYDER. Due to the fact that thelr compensation was
not satisfactory.

Mr. BUTLER. The gentleman is right about the compensa-
tion part of it, but they did not leave in a body.

Mr. HULINGS. They could not leave until they were dis-
charged.

Mr. GARNER. Will the gentleman yield now?

Mr. BUTLER. Yes,

Mr. GARNER. This bill applies to all officers of the Navy
from October 1, 1919, until the emergency is over.

Mr. BUTLER. Yes; it continues the pay which they had
prior to October 1.

Mr. GARNER. Then it will apply to officers or men who were
in the Navy who have resigned since October 1, as well as to
those who are still in the service?

Mr. BUTLER. I understand not.

Mr, GARNER. Why not? I want to get at the facts, now.
But the bill provides that the same compensation shall bz
allowed the Navy that was allowed prior to October 1.

Mr. BUTLER. When any man resigns, then all his pay ends.

Mr. GARNER. If he had this pay coming to him——

Mr, BUTLER. Oh, if he resigned in the middle of October.
I would not ask to make an act retroactive; but the purpose was
as I have endeavored to explain, that we made the attempt to
pass a joint resolution in September when we discovered the
emergency would exist October 1. We started of our own ino-
tion to set that right, but by reason of the interlocking between
the two bodies, creating some confusion, that date passed. Now,
without the Senate amendment the pay Svould be lost to the
officers in October, November, and perhaps half of December.
I do not think that is right. I have explained, in the presence
of my friends, that I hold myself partly responsible. I think
that I went posslbly too fast; in endeavoring to cut off a |loatl
finger I cut off a good one.

Mr. GARNER. The law will continue as long as the emer-
gency exists.

Mr. BUTLER. Yes; the .-\rmy is drawing this pay, and it
will continue during the emergency, and all we ask is the same
for the officers of the Navy, including the warrant officers with
commission rank.

Mr. SNELL. Will the gentleman yield?

Mr. BUTLER. Yes.

Mr. SNELL. I have heard it stated that the reason there is n
shortage of enginemen on the eastern coast is that they have all
been sent to the Pacific coast to be there when they had the big
parade with the President and the Secretary of War present.

Mr. BUTLER. I must not take up much of the time of this
session, but I want to say that I do not believe a word of it. I
have for 24 years advocated a fleet on the Pacific coast. I think
it belongs to us as well as the Atlantic coast, and it was not
until the gentleman who now occupies the office became the Sec-
retary of the Navy that I was able to impress my views upon
him. He finally consented to take care of the Pacific coast. I
am glad he has taken the fleet over there, There will be no
trouble fronr any nation on that side while that fleef is out there,
[Applause.] I am glad he has sent it to the Pacific. We can
not have the naval stations out there that are asked for at this
time, because we have not the money.

Mr. SNELL. Baut it is said that the mechanics and engineers
are all out there at the present time.

Mr. BUTLER. Listen, if you please, The American people
need not be disturbed if some of the officers of the Navy and
some of the petty officers of the Navy decline to stand by their
ships. We propose to have a Navy notwithstanding.

Mr. SAUNDERS of Virginia. Will the gentleman yield?

Mr. BUTLER. Yes.

I want to ask the gentleman to tell us about
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" Mr., SAUNDERS of Virginia. I understand the statement
maude on behalf of the original bill is that it was intended to put
the oflicers of the Navy on the same footing as the officers of the
Arnry with regard to drawing certain allowances.

Mr. BUTLER. Yes

Mr. SAUNDERS of Virginia. For the same period. Now,
why did they insert the language “but in no event bEvond
October 1, 1919”7

Mr. BUTLER. That was a hallucinution I thought we
would then be in peace. My friend from Tennessee is always
kindly disposed toward me, and he will perhaps share a part
of the blame. I was inslstent that the war would be over and
that there would be no more fighting .and peace would be
declared before October 1, and then we would know what the
appropriations were to be and what demands there would be
on the Treasury, and we thought that we would cut it off Oec-
tober 1.

Mr, SAUNDERS of Virginia, Did not the use of that lan-
guage carry the impression to us in the House that whether or
not the war came to an end by that date, that thereafter the
allowances would not go to these officers?

Mr. BUTLER. I think the gentleman from Virginia is jus-
tified in drawing that conclusion. I am endeavoring to give to
him what was in the mind of the committee at the time the
provision was put in the bill. . If we had thought that this
emergency would extend after October 1, I assure the gentle-
man the provision would not have been reported.

Mr. SAUNDERS of Virginia. What was the use of the lan-
guage except to carry that idea to the minds of the Members
of the House whether or not the termination of the war. came,
this allowance would not be carried beyond that time? What
was contained in the minds of the committee would be ac-
cgug}lished if they had left out the referemce to October 1,
1919,

Mr. BUTLER. Yes; if the war had ended all of this com-
pensation would have disappeared.

Mr. SAUNDERS of Virginia. If you had left out the refer-
ence to October 1, 1919, you would have put the officers of the
Navy on the same footing as the officers of the Army.

Mr. BUTLER. Yes; they would remain on the same footing
they were on. ¢

Mr. SAUNDERS of Virginia. And that swould have heen
continued according to the ruling of the controller——

Mr. BUTLER. Yes.

Mr. SAUNDERS of Virginia. 8o this lapguage meant noth-
ing whatever, except to carry the idea that after that date the
allowance would terminate.

Mr, BUTLER. We had the idea that the war would be over
by that time and that this allowance would cease. 1 could
hardly tell why we put it October 1.

Mr. SAUNDERS of Virginia. Because you wanted to make a
good showing on the bill.

Mr. BUTLER. We did;
appropriations were to be.

Mr. GARNER. Will the gentleman yield?

Mr. BUTLER. Yes.

Mr. GARNER. If the Army bill had ecarried a provision
limiting the pay to October 1, then this bill would not be in
here?

Mr. BUTLER. No.

Mr. GARNER. It is the result of continued legislation, if
the Army gets something the Navy wants it. If you had
limited the Army bill to October 1, this bill would not be in
here.

Mr. BUTLER. Why, all should cease on October 1.

Mr. GARNER. And they are merely asking it now because
the Army is getting something that they are not entitled to.

Mr. BUTLER. Oh, not that.

Mr. WALSH. Mr. Speaker, will the gentleman yield?

Mr. BUTLER. Let me answer the gentleman from Texas
first. I hope my 15 minutes will be up presently, for I do not
think that I am doing any good. [Laughter.] Why, of course,
I would say in answer (o the gentleman. What one Member
of Congress wants another wants. Are we not all human?

Mr. GARNER. Yes.

Mr. BUTLER. 1 think that answers the question.

Mr. MONDELL. Mr. Speaker, will the gentleman yield?

Mr. BUTLER., Yes,

Mr. MONDELL. I think the bill ought to pass, because I
believe that so long as these allowances go to the Army it
is entirely proper that the officers of the Navy should have
the same benefits. I am very glad, however, that the chair-
man of the Committee on Naval Affairs has taken the position
that there are to be none of these great increases of pay and
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and have some idea of what the

allowances that people are asking for and that Members of
Congress are being importuned to grant. However we may
feel about these matters, whatever our sympathy may be, no
matter how much we would like to add to the pay and emolu-
ments of men in the public service, the condition of the Treas-
ury is such now that these requests and demands can not be
met and allowed.

Mr. GARNER. Mr. Speaker, will the gentleman from Penn-
sylvania yield to me in order that I may ask a question of the
genfleman from Wyoming?

Mr. BUTLER, Yes.

Mr. GARNER. Then if the same effort is made to limit the
Army to these allowances as it was proposed to limit the Navy,
there will be no demand for this bill?

Mr. MONDELL. Oh, this is not a very large matter,

Mr. GARNER. Only $10,000 a day, that is all.

Mr. MONDELL. The law makes provision for the Army
and we are not going to repeal it. In the providence of God
and the good sense of the Senate we lhope that before very
long the emergency will have ceased, and then all of these
allowances will cease, but so long as the Army receives these
allowances, I think the Navy should also.

Mr. CALDWELL. Mr. Speaker, will the gentleman tell us
which one of those sources he has the greatest confidence in?
[Laughter.]

Mr. SNYDER.

Mr. BUTLER. Yes.

Mr. SNYDER. In the arguments that have been made for
the passage of this resolution nothing has been said as to the
necessity for it, except to put the naval officer upon a par
with the Army officer in the matter of compensation for com-
mutation of quarters.

Mr. BUTLER. He expected that and he has arranged all
his affairs accordingly.

Mr. SNYDER. That is all very true, but in realify——

Mr. BUTLER. The effect is just what the gentleman states,

Mr. SNYDER. In rveality that is what the gentleman is
striving to do.

Mr. BUTLER. Yes.

Mr. SNYDER. Not because of any necessity on the part of
the naval officer for an increase in compensation. ILet us have
it just as it is, When gentlemen say that they are opposed
to increases in the fuoture, why not start by doing the thing
that we ought to do and eliminate now? Starting to eliminate
means nothiug The thing that counts is to eliminate, and
this proposition here is not based at all upon the necessity
of the naval officer, but is based wholly upon a question of
putting him on a par with the Army so far as compensation

is concerned.

Mr. PADGETT. Mr. Speaker, will the gentleman yield?

Mr. BUTLER. Mr. Speaker, how much time have I con-
sumed?

The SPEAKER. The gentleman has used 15 minutes.

Mr. WALSH. Mr, Speaker, will the gentleman yield?

Mr. BUTLER. Mr. Speaker, I would like to yield to my
friend from Massachusetts. He knows that, but I have only
5 minutes left, and I must yield some of that to my colleague,
the gentleman from Tennessee [Mr, Pancerr].

Mr. SAUNDERS of Virginia. I have promised the gentle-
man from Tennessee 5 minutes.

Mr. BUTLER. Did the gentleman want some of my time?

Mr. PADGETT. Oh, no; go ahead.

Mr. BUTLER. I will give the gentleman three minutes, and
I will reserve the balance of my time.

The SPEAKER. The gentleman from Virginia [Mr.
pERs] is recognized for 20 minutes.

Mr. SAUNDERS of Virginia. Ar. Speaker, I yield five min-
utes to the gentleman from Tennessee [Mr. Papcerr].

The SPEAKER. The gentleman from Tennessee is recognized
for elght minutes.

Mr. PADGETT. DMr. Speaker, this is a very plain and a very
simple matter. Congress passed an act providing commutation
of quarters for the Army. Under a prior law the commuta-
tions of the Navy are the same as provided by law from time to
time for the Army, so that when Congress passed a special act
providing commutations of quarters for officers of the Army, to
continue during the emergency, by operation of the prior law
they became available to the Navy.

Mr, CALDWELL. Mr. Speaker, if the gentleman will yield,
I do not think he has made one point quite clear. The officers
of the Army are entitled to commutation of quarters when they
are not with troops, but when they are with troops they are
not so entitled. When the officers went away to this war they
left their families here, and they did not have the commutation

Mr. Speaker, will the gentleman yield?

SAUN-
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of guarters. A law was passed to give them' commutation of
quarters,

Mr. PADGETT. That is correct. In the naval appropriation
bill which was passed last April, in a spirit of economy and as-
suming that the war would be over, that the emergency would
cease, by the 1st of October, 1919, a provision was inserted pro-
viding that the commutation of quarters under the prior law
which I mentioned a moment ago should not be construed to
apply to the Navy beyond October 1, 1919,

Mr. GARNER. Mr. Speaker, will the gentleman yield?

Mr. PADGETT, Yes.

Mr., GARNER. There is but one mistake that the committee
made in the interest of economy, and that was in not including
the word * army " also in that provision.

Mr. PADGETT. Well, I think the gentleman is entirely
wrong when he gets to the facts, Now, that provision was in-
serted in the naval appropriation bill. The effect of that is that
the emergency continuing the Army is now receiving a benefit of
that special act, but the Navy is precluded from receiving it after
October 1 by virtue of this clause inserted in the Navy appropria-
tion bill providing that it should not be considered to apply to the
Navy after October 1. Now, this resolution that was passed by
the House was reported by the committee back in September, and
we supposed that we would get it enacted before October. The
only effect of it is to repeal this provision in the naval appro-
priation bill providing that commutation of quarters shall not
be considered to apply to naval officers after October 1.

iMr. MANN of Illinois. Will the gentleman yield for a ques-
tion?

Mr. PADGETT. Yes, sir.

_ Mr, MANN of Illinois. What then was the purpose of putting
in the naval appropriation act the language “amd in no event
beyond October 1, 1919 2

Mr. PADGETT. That was to stop it at that time, because the

committee supposed that the emergency would be over at that

time.

Mr. MANN of Illinois. But they had already stated in the
same paragraph that it should be continued only during the
period of the war?

Mr. PADGETT. Yes

Mr., MANN of Illineis. Now, that was sufficient

Mr. PADGETT. Yes.

Alr, MANN of Illinois.
then you added “ but in no event beyond Octeber 1.”
the purpose of putting that in?

Mr. PADGETT. As I have stated, it was fo stop it on the
dst day of October.

Mr. MANN of 1llinois. Regardless of whether peace was de-
clared or not? In other words, they went forward then and are
now backing up?

Mr. PADGETT, That fixed a definite time.
stop it on the 1st day of October,

Mr. MANN of Illinois. YWhether the war was over or not?

Mr, SNYDER. Which was absolutely right.

Mr. PADGETT. Now, the House passed a resolution repeal-
ing that clause of the naval appropriation bill providing that it
shall not be construed to apply to the Navy after October 1.
‘As I say, we thought we would get that enacted before October
1, but delays have occurred. The bill went over to the Senate,
and the Senate passed another bill just identical with this bill
and sent it over here, so that the House bill had gone over there
and the bill came over here, Then the Senate, in order to get
action upon the same bill, passed the House bill with an amend-
ment making it operative upon the 1st day of October, o that
these officers will not lose their commutation during the months
of October, November, and December. In other words, so that
ihe act will continue. A record vote was taken upon it, and
ihere were but something like——

AMr. BUTLER. Six.

Mr. PADGETT, Five or gix votes against it. Two hundred
and fifty odd voted in favor of the passage of the resolution.

Mr, DEMPSEY. Will the gentleman yield for a question?

Mr. PADGETT. In just a moment. The statement was made
a moment ago that we were asking for it simply because the
'Army has it and because there is no need of it. I want to dis-
abuse your minds of that. There is a tremendous need of it,
AVe have had extensive hearings, and if you will take the pains
to read those hearings any fair-minded man, I think, will come
1o the conclusion that there is an imperative demand that the
pay of officers should be increased, and this is simply to give

em the benefit of these commutations from Oectober 1 during

e continuance of the emergency, the same as is being received
by the Army.

Lu Mr, DEMPSEY, Will the gentleman now yield for a ques-
ong

As far as the war was concerned ; and
What is

That was to

Mr. PADGETT. Yes, sir.

Mr. DEMPSEY. The war service of the Army proper ceases
as they reach our shores. Now, is there anything in this propo-
sition? Has the Navy continued to render war services during
this period in going back and forth for war purposes?

Mr. PADGETT. Yes; they have been bringing men back and
taking supplies over and things of that kind,

Mr. DEMPSEY. As a matter of fact, has not a larger part
of the Navy been engaged in war work right up to the present
time and during this period for which the gentleman asks this
allowance?

Mr. PADGETT. A great deal of it, yes, sir: and I want to
say the only effeet now of this amendment of the Senate is
that instead of its becoming operative and continuing for the
time it becomes a law now that there shall be no hiatus, that
it shall take effect from the 1st day of October, and from the
time that the Army has been receiving it, and when it was
expected that it would become legislation. I yield back what
time I may have remaining.

The SPEAKER. The time of the gentleman has expired.

Mr. BUTLER. Will the gentleman from Yirginia consume
the balance of his time? How much time is there remaining?

The SPEAKER. The gentleman from Virginia has 13 min-
utes and the gentleman from Pennsylvania 2 minutes,

Mr. SAUNDERS of Virginia. Does the gentleman from
Pennsylvania wish some time?

Mr. BUTLER. No, sir, unless somebody desires to ask me
a question.

Mr. SAUNDERS of Virginia. Mr. Speaker, it is stated on
behalf of this legisiation both by the gentleman from Pennsyl-
vanin {Mr. Brrier] and the gentleman from Tennessee [Mr.
Papcerr] that it originated in a spirit of economy, but I fail
to see how they make good that confention. At the very mo-
ment the economy feature of this statute becomes effec-
tive, they propose to repeal it. No economy will be or could
be secured under this statute, unless the allowances referred
to are discontinued as of the date fixed in the resolution, and
ihe discontinuance is perpetuated. But, confronted with the
unexpected situation that the original provision of the naval
bill is really protecting the Treasury and effecting a not in-
considerable economy, the chairman of the Committee on
Naval Affairs insists that really his committee is taken by
surprise, that it was not intended to secure a real economy by
the language used, and if it is now operating fo that effect, it
should be repealed by the pending resolution. .

Mr. LAYTON. Will the gentleman yield for a question for
information?

Mr, SAUNDERS of Virginia. I will

Mr. LAYTON. The gentleman is an older Member of the
House and I know nothing about it, Ilow long dees commuta-
tion attach to an Army officer?

Mr. SAUNDERS of Virginia. I should prefer the gentleman
should ask that question of some Member of the Commitiee on
Military Affairs.

Mr. LAYTON. What I mean is the permanent allowance
made to an Army officer?

Mr. SAUNDERS of Virginia. It attaches under certain pre-
scribed conditions, and so long as the conditions exist, the al-
lowances continue,

Mr. LAYTON. During the emergency ?

Mr. CALDWELL. 1 will explain to the gentleman from
Delaware that there is a confinuing permanent law that gives
to the Army officer who is not with troops commutation of
quarters. During the emergency we passed a law giving to the
oflicer who was with troops a commutation of quarters, so that
his family could be cared for while he was in France fighting
for us. The law of the Navy was, in general terms, that they
should have the same commutation of quarters the Army has,
and so by operation of law when we gave the Army the com-
mutation of guarters for men who were with troops we gave
it to the naval officers who were with troops and who thereto-
fore did not have it. The emergency legislation limited it until
peace was declared, but peace has not been declared. As ex-
plained here, they attempted to repeal the law Tor the Navy
for the purpose of making political capital for the Republicans,
who were claiming a desire for economy, and now that they
find they can not do it without inequality they are in favor
of it.

Mr, BUTLER. Will the gentleman give me a minute now?

Mr. SAUNDERS eof Virginia. Yes.

Mr. BUTLER. Let me say to the gentleman from New York
[Mr. CarpweLL] that the experts of the Navy Department re-
ported to me to-day that they have thirty to forty millions of
dollars left over out of this bill, and if we had two weéeks more
we would save that money, but we do not have it, We were
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trying to economize. And I will say to my friend from Vir-
ginia [Mr. Sauxpers] that this does seem a clear and honest
and methodical way. Our purpose was to keep our hands on
the appropriations and know about what charges would be put
upon the Treasury and limit them everywhere we could. Even
then, perhaps $30,000,000 or $40,000,000 will be left over at the
end of the year.

Mr. CALDWELL. Will the gentleman yield?

The SPEAKER. The time of the gentleman has expired.

Mr. CALDWELL. May I have one more minute?

Mr. SAUNDERS of Virginia. Not just now but later.

I will say to my friend from Pennsylvania [Mr. BuTLERr]
that the proper action for this House to take is to continue the
good work that you say you set out to do; in other words,
we should defeat this resolution. That action on our part will
make effective the scheme of economy which you had in mind
when you submitted the naval bill to the House.

. Mr. BUTLER. Usually the gentleman has no trouble to get
me on his side, but he could not get me over there on this,

Mr. SNYDER. Does the gentleman understand that the only
justification for the passage of this resolution is that since the
committee has had this lapse in the idea of economy they now
feel that they ought {o put the naval officers, at least, upon a
par with the Army oflicers, until such time as somebody de-
clares the war to be over?

Mr. SAUNDERS of Virginia, The Committce on Naval Af-
fairs is now confronted with a most unexpected situation. They
find to their consternation that their legislation is proving
effective for economy. Hence they clamorously insist that it
should be repealed.

Mr, SNYDER. When they put in the bill that this com-
mutation should go along further than October 1, that is what
they meant?

Mr. SAUNDERS of Virginin, I suppose that the language
to the effect that under no circumstances should the allowances
be paid after October 1, 1919, was intended as a legislative
joker,

Mr. SNYDER. I want to go on record as saying if the com-
mittee starts out to practice economy they ought to continue
to do it, whether it meets up with some proposed advance that
offsets it or not. I take the position also, with the gentleman
from Illinois, that I am opposed to any more expenditure of
money except for regular and economical purposes.

Mr. GOOD. I would like to ask the gentleman from Virginia
[Mr. Sauxnpers] a question. Suppose we pass this resclution
and it becomes a law to-day, and that by the first of the year
such action should be taken as will permit the President to
proclaim that peace has come. What effect would this resolution
have then, so far as increase in pay or allowance for the year
is concerned?

Mr. SAUNDERS of Virginia. This resolution is both retro-
active and prospective. There is only a trifle of a million dol-
lars involved in this joint resolution,—chicken feed, I believe
is the phrase applied in these days to an expenditure of oniy a
million dollars. - ;

Mr. GOOD. TIrom the statement of the gentleman from New
York, I was rather led to believe that this law only applied
during the emergency ; but, from what the gentieman says, it is
a permanent law,

Mr. BUTLER. Oh, no I would not vote for it if it was.
It is only an emergency measure.

AMr. TILSON. Will the gentleman from Virginia yield to me
two minutes?

Mr. SAUNDERS of Virginia. I think I will proceed with
my much-interrupted speech, and yield later.

Mr. GOOD. It is not going to do any good if it is for only
during the emergenecy. It is only going to give some officers
nbout $10,000 a day for services they perform, if the President
should proelaim peace to-morrow. It will not help you to keep
oflicers in the service next year.

Mr. SAUNDERS of Virginia. The only merit of this resolu-
tion is that it will help some naval officers in the matter of
pay during the emergency, or technical continuance of the war.

Mr. GOOD. 1Is it not true that if you put this in effect in
the Navy, after the President has proclaimed peace, it will not
help them at all?

AMr. BUTLER. I am not going to ha"e the gentleman now
el up of his own will and say it will loot the Treasury. It
does not,

Mr. SAUNDERS of Virginia.
bern consumed, Mv. Speaker?

he SPEAKER. The gentleman has seven
maining.

alr. SAUNDERS of Virginia. Now, Mr. Speaker, as I
started out to say, the only way to maintain our consistency

How much of my time has now

minutes re-

in this matter and uphold the gentleman from Pennsylvania in
his spirit of economy, is to vote down the resolution. That
will make the original aection of the Naval Committee an
effective instrument of economy.

Mr. LAYTON. Will the gentleman yield a minute?

Mr. SAUNDERS of Vicginia. Yes.

Mr. LAYTON. Do you not think, fo make it a perfectly
complete thing, that we better go back and cut out this com-
mutation for the Army?

Mr. SAUNDERS of Virginia. I have no objection to the
gentleman's offering an amendment to that effect if he can do so.
The merits of this increase of naval pay have not been dis-
cussed at all. No one has underiaken to show In any sufficient
fashion that on the merits these officers are entitled to this
extra compensation. .

The simple statement has been made that because the Army
was getting something, therefore the Navy wanted it, and was
entitled to it. As I understand the statement made by the
gentleman from New York [Mr. Carpwerr], a member of the
Committee on Military Affairs, there is far more reason why
the Army officers should have received these allowances, than the
officials of like rank in the Navy.

Mr. Speaker, it has been said in this connection, I think,
by the gentleman from Pennsylvania [Mr. Burrer], that the
naval officers were expecting these allowances; that they had
made their arrangements with reference to the same, and
that therefore it would be a hardship on them not to pass this
resolution. I desire to call the attention of the House to the
fact that, far from this being so, that these naval officers
were specifically warned, and advised, by the terms of the
naval bill that after October 1, 1919, these allowances would
not be paid. Therefore they could not have been making
their arrangements, unless they had such confidence——

Bllr. STEPHENS of Ohio. Mr. Speaker, will the gentleman
yield?

Mr. SAUNDERS of Yirginia. Yes; but you ought not to
interrupt me in the middle of a sentence. I will yield.

Mr. STEPHENS of Ohio. I just wanted to call your at-
tention to the faet that the Navy is still active, and has been
active during all these months, and the activity of the mine-
sweepers, who have just raised the mines, has been remark-
able. They have just done the most dangerous work of the
war and have just returned to this country. This is only for
commutation of quarters and not for extra pay. This date
of October 1 was probably put in the bill inadvertently, be-
cause they thought the war would then be over.

Mr. SAUNDERS of Yirginia. Oh, no; I am not willing to
allow the Committee on Naval Affairs to be thus misrepre-
sented. It was put in designedly. :

Mr. STEPHENS of Ohio. Either way, it is only a matter
of justice to the officers of the Navy.

Mr. SAUNDERS of Virginia., I am ftrying to be just to
the members of the Committee on Naval Affairs, and to help
them maintain their purpose in respect to economy. 1 think
the House should support them in that attitude, We hear so
little at this time of real economy, and have so few oppor-
tunities to vote for a proposition of reduction, that I think that
the committee should be supported in its original attitude. To
pass this joint resolution certainly would not be in the in-
terests of economy.

Mr. TILSON. Mr. Speaker, will the gentleman yield for a
question?

Mr. SAUNDERS of Virginia. Not now.

Mr. TILSON. I thought the gentleman had yielded the floor.

Mr. SAUNDERS of Virginia. No. What evidence had I
given that I had yielded the floor? [Laughter.] I was deing
my best to complete at least one sentence without inferruption.

Mr. Speaker, summing up the argument, I think we should
disregard the pathetic appeal of the Committee on Naval Affairs
in this matter, as presented both by the chairman of that com-
mittee [Mr. Bureer] and the ranking member on the Demo-
cratie side [Mr. PapceETrr] : First, because they started out in
this matter in a spirit of economy. This is a day and an hour
calling for economy, and we should seek to make the spirit
of economy effective: Second, this is now a retroactive resolu-
tion and as a rule this body does not and ought not to favor
a retroactive proposition: Third, these naval officers have not
been taken unawares, for the simple reason that the original
provision specifically advised them of the fact that after Octo-
ber 1, 1919, they would under no circumstances receive these
allowances. Therefore as patriotic citizens they presumably
made their arrangements and ordered their domestic affairs to
conform to the law. For all of these reasons I think this reso-
lution ought to be voted down by the House.

Does the gentleman from Ilinois desire to ask me a question?
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Mr. MAXNN of Illinois. Noj; I wanted some time,

Mr. SAUNDERS of Virginia. I regret that I have only one
minute left, and that has been promised to the gentleman from
Connecticut [Mr. Trnsox].

Mr., TILSON. Mr. Speaker, one point that has not been
brought out with respect to this resolution is a point favorable
to the passage of it. As the law now stands, withont passing
this bill, we are really penalizing the naval officer who goes
to sea. The reason why the law was originally enacted for the
Army was the fact that under the law as it then existed the
Army officer who was not with troops drew commutation of
quarters, while the officer who was serving in the field with
troops and deing the fighting, when there was fighting to be
done, drew no commutation of quarters. As a result the fam-
ily of the officer in the War Department or engaged at some
other desk job was provided for, while the family of the officer
in the field with his regiment had nowhere to live. It was
the same way with the Navy. The officers who were on the
ships at sea and doing the hardest kind of work had no com-
mutation ontil the law was enacted which it is now desired to
amend. Unless the limitation to October 1, 1919, is repealed
we shall again have the anomalous condition of providing that
officers who are safely ensconced in Washington or Annapolis
or somewhere else shall draw commutation of quarters while
the officers who go to sea do not have it. [Applause.]

The SPEAKER. The time of the gentleman from Connecti-
cut has expired.

Mr, HULINGS. Mr. Speaker, I want to ask the gentleman
from Pennsylvania [Mr. Buriee] for a minute. I believe he
has two minutes left.

Mr. BUTLER. Yes. I will yield to the gentleman a minute.

Mr. HULINGS. Mr. Speaker, it seems to me that the House
is forgetting the real question, the real bone of all this proposi-
tion. This is not a question of economy. It is a question
whether you are going to pay patriotic, efficient men in the
Navy a decent wage to live on. [Applause.]

These men are leaving the Navy because they can not afford
to stay. They love their profession, but they aiso love their
families, and the pay that they get does not enable them to stay
in the service,

Mr, BEGG. Mr, Speaker, will the gentleman yield?

Mr., HULINGS. No. I have only a minute, and three-quar-
ters of that is probably gone.

Mr, BEGG. I would like to know if it is the sailors that
are quitting, or the officers?

Myr. HULINGS. It is the officers and the sailors both. I
happen to know something about it. This little honorarium,
as you might call it, this little addition to their pay, is the
thing for us to do. I am in favor of this resolution. [Ap-
plause. ]

The SPEAKER. The time of the gentleman from Pennsyl-
vania has expired. The gentleman from Pennsylvania [Mr,
Burirer] has one minute.

Mr, BUTLER. Mr. Speaker, the gentleman from Connecti-
cut stated the position squarely. These officers receive no
commutation of quarters while at sea. They got it during the
war by reason of the act of 1918. T repeat it again—and I
could do no better if I had a month for the purpose—that this
is simply a square act of justice. We must keep this naval
force afloat, and this will help us to do it. I appeal to the
House to pass this resolution. It sets no precedent. Take it
from me, if you please, this is along the line of economy
looking to the future, and it will be helpful to us all around,
I ask you fo pass it. [Applanse.]

The SPEAKER. The gentleman from Pennsylvania [Mr.
Borier] moves that the House suspend the rules and conecur in
the Senate amendment. The question is on agreeing to that
motion.

The question was taken.

Mr. WALSH. Mr. Speaker, I ask for a division.

The SPEAKER. The gentleman from Massachusetts asks
for a division.

The House divided; and there were—ayes 82, noes 17.

The SPEAKER. Tywo-thirds having voted in the affirmative,
the Senate amendment is concurred in,

SUGAR.

Mr, HAUGEN. Mr. Speaker, I move fo suspend the rules
and pass the bill (8. 3284) to provide for the national welfare
by continuing the United States Sugar Equalization Board until
December 31, 1820, and for other purposes, with amendments.

The SPEAKER. The gentleman from Iowa moves to suspend
the rules and pass S. 3284 with amendments, which the Clerk
will report.

Mr. MARTIN. Mr, Speaker, I demand a second.

»
The SPEAKER. The bill will be read first,
Mr. MANN of Illinojs. It has to be read first.
The Clerk read as follows:

Be it enacied, ete., That the President is authorized to contlnne dur-
ear_en December 31, 1920, the United States Bugar
Eq Board (Inc.), a corporation ¢rganized under the la.ws of
the State of Delaware, and to vote or use the stock in such

tion held by him for the benefit of the United States, or otherwlse
exercise his control over the mﬂnﬂnn and its directors in such a

manner as to nu‘thm'ine and req them to adopt and carry out until

R?“'i‘ﬁé"’;uia‘;c e R e A
u u supply an n uitable i
f sugar at a galr and reasonable prige to g ) people ofdthsg Uni gg

Btates. Sections 5 and 10 of the act entitled “An t to fu
ﬂde for the mtim‘.[ secarity and detgse by enconm thm;r ue-
the distribution of food

conserving supply, and controllin
ﬂm&nm and fue.l,” ed August 10, 1917, as Tar as the same re-
tes to raw sirnps. or malml continued

are y
in full foree and effeet untti notwithstanding th
provisions of section 24 of Bl Get: Provides. Thos ths Areoats the
this act shall expire as to HM domestic product Beptember 30, 1920 :
Angd moﬁeﬂ further, That th gstem of sﬂe tse:dsdistrlbntiou of

sugars h torore mh!ished ‘by the d Um ugar Equaliza:
tion Boa.rd be mwtn od Eog main-
ted to be sold and to ecirculate
o.t tha t'n ted Bmtes. The termination of this

nct 1.! not s. ect any act

done or any right or obligation ncerulnz or
ing had or f.‘ommenmtfa vil case

aceru or a.n suit or proceed
mant to this act;

before the saj termination but all

Habilities under this act ar g before its termination shall continue
and may be enforced in t mme manner a8 if the act had not termi-
nated, Any offense commltted and all penalties, forfeitures, or llnhil-
ities incurred prior to such termination may be uted or pu ed
in the same manner and with the same effect as ig this act had not been
terminated,

Mr. CANDLER. Mr. Speaker, I demand a second.

Mr. HAUGEN. I ask unanimons consent that a second be
considered as ordered.

The SPEAKER. The zentleman from Towa asks unanimous
consent that a second be considered as ordered. Is there ob-
Jection ?

There was no objection.

The SPEAKER. The gentleman from Towa has 20 minutes
and the gentleman from Mississippi [Mr, Caxprer] has 20
minutes.

Mr. HAUGEN. Mr, Speaker, the bill provides that the Presi-
dent is authorized to continue during the year ending Decem-
ber 31, 1920, the United States Sugar Equalization Board, and
that sectlons 5 and 10 of the food-control act, so far as the
same relate to sugar, are hereby continued in full foree and
effect until December 31, 1920.

Mr. DUPRE. Will the gentleman yield?

Mr. HAUGEN. Yes,

Mr. DUPRY). Are there any committee amendments?

Mr, HAUGEN. There is one committee amendment—to
strike out all after the enacting clause and insert in lien
thereof the matter read from the clerk’s desk.

Ar. DUPRE. Will the gentleman be good enough to state
how the bill reported from his committee differs from the bill
that passed the Senate?

Mr. HAUGEN. It differs in this respect: That the Senate
bill repeals section 5, the licensing provision of the food-con-
trol act, while the amendment continues it with respect to
sugar, notwithstanding the termination of the war.

Mr. BEE. Will the gentleman from Iowa yield for a gquestion?

Mr. HAUGEN. Certainly.

Mr, BEE. I am not familiar with this situation, but this was
a war measure, as I understand it.

Mr, HAUGEN. Yes; the food-control act was.

Mr. BEE, If peace is declared and the country returns to a
peace basis, as if no war had ever existed, what authority has
Congress, then, to continue in time of peace an measure for the
regulation of certain commodities?

Mr. HAUGEN. The gentleman is referring to the act nz a
whole. I am not sure that section 5 is based entirely upon the
war power. The contention is that Congress has the power to
pass a law licensing dealers to a certain extent outside of the
war power. Besides, this condition results because of the war
to a certain extent.

Mr, BEE. If the gentleman will permit the question, before
the war was there any law that regulated the =ale and use of
sugar, such as is now contemplated in this bill?

Mr, HAUGEN. Noj; there was not. i

AMr. BEB. Then by®what authority, when this country is at
peace, has the Congress a right to interfere in these matters,
unless you go into the domain of licensing and controlling every
industry in this country and taking all of them over?

Mr., HAUGEN. The fact that Congress did not assert its
authority before the war is no reason why it shonld not do so at
the end of the war. Besides, this condition exists because of
the war. -
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Mr. BYRNS of Tennessee. Will the gentleman yield?

Mr. HAUGEN. Yes; certainly.

Mr. BYRNS of Tennessee, As I heard the bill read, the Sen-
ate amendment undertakes to repeal the action of the equaliza-
tion board in establishing zones?

Mr. HAUGEN. It does, and the committee amendment does

also,

Mr. BYRNS of Tennessee. As I understand, the establishment
of those zones has resulted in requiring people in certain sections
of the country to pay almost double what people pay in other
gections of the country? '

Mr. HAUGEN. Yes; through their establishment and the
action of the Department of Justice,

Mr. BYRNS of Tennessee. Is it the opinion of the gentleman
that this amendment which the gentleman seeks to have adopted
will do away with that diserimination, and will allow people in
different parts of the country to get sugar at substantially the
same price?

Mr. HAUGEN. The House amendment also does away with
the zone system. It directs its discontinuance.

Mr. BYRNS of Tennessee. And will enable people to get
sugar at reasonably fair prices?

Mr. HAUGEN. If action is taken in the matter.,

Mr. CRAMTON. Will the gentleman yield?

Mr. HAUGEN. Certainly.

Mr. CRAMTON. As I understand, the purpose of the exten-
sion of this law is to enable the Sugar Equalization Board to act
in securing a distribution of sugar at a fair and reasonable
price?

Mr. HAUGEN. Yes.

Mr. CRAMTON. Can the gentleman explain what is to be
the relation between the authority of this board, which is to
gecure a uniform price, and the activities of the Attorney Gen-
eral, who has fixed a price of 17 cents for sugar preduced in
Louisiana and a price of 11 cents for sugar produced in Michi-
gan? Is the authority of the Attorney General to be superseded?

Mr, HAUGEN. The food-control act gives the President of
the United States certain authority which he has turned over
to the Department of Justice; but there is also in existence this
organization, the United States Sugar Equalization Board, a
corporation incorporated under the laws of the State of Dela-
ware, Both are agencies of the President.

Mr, CRAMTON. And sre we to understand that with the
extension of this law the Sugar Equalization Board will proceed
with the equalization of the price of sugar, while the Attorney
General, also acting under the authority of the President, will
proceed to approve a price of 17 cents for Louisiana sugar and a
price of 11 cents for Michigan sugar?

Mr, HAUGEN. The whole matfer rests with the President of
the United States; but as the gentleman has stated, the price
of sugar in Louisiana to-day, I understand, is from 17 to 18
cants, while the price in the beet-sugar section is about 10 cents—
about 7 or 8 cents difference in price between the two parts of
the country. The price in cne section is about double the price
in another section of the country.
© Mr. CRAMTON. The gentleman explained the matter fully
when he said it all rested in the hands of the President.

Mr. HAUGEN. Yes; it rests in the hands of the President.

Idr. SNELL. Will the gentleman yield?

Mr. HAUGEN. Surely.

Mr. SNELL. I wish the gentleman would state in a few
worids what the actual effect on the country will be of the ex-
tension of this law?

Mr., HAUGEN. It will be left up to the President. The
President has had the authority, but he has not exercised it.
We do not propose to add anything to the authority which he
had, nor do we take anything from it. It is suggested here to
continue seetions 5 and 10 of the food-control act with respect
to sugar. Section 5 is the lecensing provision and section 10 is
the requisition provision.

Mr. SNELL., If the President does not exercize the powers
which he already has we will get no relief?

Mr. HAUGEN. We will be exactly where we are now and
some will go without sugar as at the present time, There is no
question about it—had the President exercised his power under
the law the situation now would have been entirely different.

Mr. SNELL. Why do you expect relief by continuing the
power?

Mr. HAUGEN. The President has the power to relieve the
sgituation; if he does not do so the responsibility will rest upon
him and not upon Congress.

Mr. CAMPBELL of Knnsas. Will the gentleman yield for a
question?

Mr. HAUGEN. Yes; surely,

Mr. CAMPBELL of Kansas. Is it trne that England has
come into our sugar market and has purchased sugar at a price
fixed by the producer, and in some instances running as high as
20 cents a pound?

Mr. HAUGEN. Mr. Wilkinson, a jobber of Washington, be-
fore the Senate committee said that he had been offered 22
cents a pound for sugar.

Mr. CAMPBELL of Kansas. By England?

Mr. HAUGEN. It has been alleged that sugar is being ex-
ported to England and other countries.

Mr., CAMPBELL of Kansas. I understand that there are
millions of tons of sugar on the wharves in New Orleans wait-
ing for shipment to England—sugar that was purchased for
%rﬁuor 25 cents a pound for England. I want to know if that is

e.

Mr. HAUGEN. We had no evidence before our committee
bearing upon that. This is the situation: The world's short-
age of sugar is about 2,000,000 tons. There is produced in the
United States 1,777,000 long tons. The prewar consumption
was about 83 pounds per individual, during the war about 75
pounds, and is at present about 92 pounds. If that is correct,
about 4,520,000 long tons of sugar will be required to supply
the demand in the United States. The Cuban ecrop is about
four and a half million tons, while their local consumption is
but 150,000 tons, leaving, then, 4,350,000 tons for export. From
one-quarter to ene-third of the Cuban crop has already been
exported at the present time. Deducting that from the 4,350,000
tons, they have about 3,000,000 tons for export. If apportioned
as it was in the year past, one-third to Europe and two-thirds
to the United States, there is about 2,000,000 tons available in
Cuba for export to the United States. Add to that the
1,777,000 tons produced in this country and we will have
8,777,000 tons, which is 742,300 tons less than is required.

It goes without saying that it is necessary for Congress to
do something to relieve the situation. Although the hour is
late and the administration has slept upon its right to avail
itself of the opportunity, there is some possibility of saving tho
situation fo some extent. As I have said, we add nothing to
the power granted in the food-control act as it relates to
sugar, and we take nothing away, but if we pass this bill
there will be no excuse for not exercising the power and pro-
tecting the people of the United States and supplying them
mltlhi’ if not an adequate supply of sugar, at least partial
relief.

Mr. MONTAGUE. Will the gentleman yield?

Mr. HAUGEN. Yes; certainly.

Mr, MOXTAGUE. Does your bill carry any provision for an
embargo on sugar?

Mr. HAUGEN. No. We have that under ancther act.

Mr. KELLY of Pennsylvania. Will the gentleman yield?

Mr. HAUGEN. Yes; certainly.

Mr. KELLY of Pennsylvania. I would like to ask the gen-
tleman whether the House amendment continuing the equali-
zation board takes away the zones.

Mr, HAUGEN. It does. In that respett it is identieal with
the Senate bill

Mr. BANKHEAD. Will the gentleman yield?

Mr. HAUGEN. Yes.

Mr. BANKHEAD. In view of the statement made by the
chairman of the committee that the total amount of sugar in
sight iz only about 2,000,000 tons, the statement of the gentle-
man from Kansas [Mr. Camppern] that there are millions of
tons on the wharves at New Orleans is a little inaccurate.

Mr. CAMPBELL of Kansas. If I said tons, I meant pounds.

Mr. MARTIN. If the gentleman from Iowa will yield, I
want to say that there are not 5,000,000 pounds of sugar on the
wharves at New Orleans. Some few months ago the British
Royal Commission got the refiners to refine sugar for them, and
it has since been shipped. There is no sugar there that has
not been distributed.

Mr. SMITH of Michigan. I wish the gentleman wonld ex-
plain the discrepancy in the price of sugar in Louisiana and in
Michigan.

Mr. HAUGEN. I understand the price in Louisiana is 17
to 18 ecents, and in Michigan about 10 cents per pound, Mr.
Speaker, I reserve the balance of my time. I will avail myself
of the privilege to extend my remarks by inserting extracts
from the report and hearings.

The following is quoted from the Senate report on the bill:
Prﬁeenble to the provisions of the Food Administration act, the

lent by proclamation in the summer of 1918 created the Sugar
Egualization Board. FPresumably for the Eurggau of effecting freedom
fr sonal lab! AT

onl et ty, the members of the d on July 15, 1918,
filed articles of incorporation in the State of Delaware and obtained
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o charter under the name of United States Sugar Equalization Doard,
with aunthorized capital stock of $5,000,000,

The powers conferred npon the cnrquruuon are to purchase, or
otherwise nequire, manufacture, sell, dispose of, store, handle, and
deal in raw and refined cane and beet sugar, sirups, and molasses.

The eapital stock of thigs corporation was furnished by the President
out of his emergency funds, and he holds all the shares of the capital
stock of the corporation.

In the fall of 1918 the Sugar Equalization Doard procured the 1919
Cuban sugar crop in order to assure to the American consumer a
regular supply of sugar at a reasomable price and arranged with the
beet-sugar producers of the United States and Louisiana cane-sugar
prodncers to take their product at a compensatory price.

Of the supply of sugar purchased in Cuba, two-thirds was retained
for our local requirements, and one-third went to the British Royal
Commission for Great Britain, France, and Italy.

The price gnid for the Cuban raw sugar was $3.50 a hundred pounds
at " the northern ports and $5.40 at the southern ports of Cuba.
Agreement was had with the sugar reflners whereby sugar was refined
at the cost of $1.54 r hundred pounds, which allowed the sale of
sugar on the part of the refiners at 9 cents a pound, less 38 cents per
hundred pounds retained by the Sugar Equalization Board in order to

rmit the equallzation of prices and to cover cost to administration.
The resnlt of the functioning of this board brought about stable prices
to the consumer of 10 cents per pound and a falrly equitable distribu-
tion of sugar throughout the United States until about July 1, 1919,
when a shortage was observed in various parts of the United States,
with a tendency on the part of some to exact from the consumer an
unreasonable price.

On July 29 of the present year Cuban sugar
their accredited agents, made a written offer to the SBugar Equalization
Board to sell the Cuban crop of sugar for 1920 “at a price moderate
but compensatinz to the producer and well within the economic reach
of the consumer."

Following the receipt of this offer the Bugar Equalization Board gave
thorough consideration to the proposal of the Cuban growers, and on
Aungust 14, 1919, addressed the President by letter and memorandum
recommending that negotiations be entered Into for the purpose of pro-
curing the sugar crop of 1920. The act of the board, however, was not
unanimous, as Dr. F. W. Taussig submitted to the President a memo-
randum suggesting that no negotiantions shonld be entered into with
the Cuban producers and that the regulation and restriction of sugar
ric%sl should cease with the close of the present arrangement Decem-

r 31.

Aside from acknowledging the arrival of these memoranda, no action
was taken by the President, so that the Sugar Equalization Board on
the 20th of September addressed another communication to the Chief
Executive stating that *“the time is fast approaching, if it has not
arrived, when we will be unable to control the Cuban crop of sugar
for the year 1919-20 unless action is taken at once.”

This communication also containg the statement that a considerable
tonnage of Cuban sugar had already been sold and that the board
felt that unless prompt action was taken the representatives of the
Cuban producers would withdraw their proposition. On September
29 the Executive Seeretary acknowledged the receipt of this note. On
the same day the representatives of the Cuban cane sugar producers
wrote to the chairman of the Sugar F.cﬁmllsation Board directing his
attention to their offer of July 29 to sell the Cuban crop of 1920
and observed :

“In the interval that has transpired we have awaited your answer,
confidently belleving that the United States Government wonld under-
take the continned control of sugar, and every interest concerned, es-
pecially the American consumer, would experience the advantage of
a stabilized market, Unforturately the logic of the situation has not
impressed the Government, or in keeping with its traditional polliey—
the war belog over—Iit is thought best to permit the market to be
ruled by the natural law of supply and demand., While we had hoped
for a different conclusion as to the negotiations put forward by
Coba, ®* * * we reluctantly accept the situation now existing and
return the authority under which we are acting.”

On the day following the president of the Bugar Equalization Board
transmitted this letter to the President. No action having been taken
by the President concerning these negotiations, the situation was
called to the attention of the Senate by the junior Semator of Indiana,
Mr. NEw, through a resolution dated October 1, 1919. A subcommittee
of the Committee on Agriculture and Forestry commenced heari on
this resolution on October 3 and thereafter a bill was introduced
jnto the Sennte nuthorizing the President to aequire raw sugars, if
the same could be had at a reasoaable price, and to prohibit exporta-
tion of sugar and to licemse the importation, manufacture, storage,
sale, Da‘nd distribution of sugar during the year ending December
31, 1020.

The following is quoted from the House report on the bill:

Section 5, food-control act, of Augzust 10, 1917, gives the President
authority to license the import, manufacture, storage, or distribution
of foods, including sugar. Section 10 authorized him to requisition
foods, hence the administration, under the food-control and other acts,
had, and still has, the authority and funds to buy and sell sugar, to
license the dealers therein, and thus regulate the J:rlce and provide
an adequate supply. It is unnecessary to set out that had favorable
action been taken l?ﬁn the recommendation of the Sugar Equalization
Board of August 14, 1919, to the President; or its urgent appeal of
September 20, calling attention to the fact that the time was fast
approaching, if it had not already arrived, when we would be unable
to control the Cuban crop of 1920, and that unless prompt action
was taken the representative of the Caban producers would withdraw
thelr proposition, which was done; or had action been taken on these
negotiations when the Cuban producers' letter was transmitted to the
President the unfortunate circumstances with which we are now
confronted wonld have been averted. Though that onl)ortu.nity has
passed, even mow, If advantage is taken of the law, it is belleved
that the situation can be relieved to a large extent.

In view of the failure to take ndvantafe of the opportunity, the
inconvenience incurred to the guhlic by the shortage of sugar and
the hardship certain to follow, the continuation of the Sugar Equaliza-
tion Board and the extension of sections 5 and 10 of the food-comtrol

- act, in so far as they relate to sugar, seems essential. Your com-
mittee has seen fit to amend the bill by extending sections 5 and
10 of the food-control act, in so far as they relate to sugar, not-
withstanding the provisions of section 24 of said act, which reads in
part.

roducers, through

-

In support of the committee amendment, the following are qnoted
(a telegram from the chairman of the United States Sugar Equaliza-
tion Board) :

*“ Hon, G, N. HAUGEN,
“ Chairman House Committee on Agriculture, Washington, D, O.:

“ Replying your wire 13th, the United States Sugar Equalization
Board is unanimously of the opinion that without the powers of
licensing, embargo, and distribution control, its continuation counld
not serve any useful purpose, and these powers the McNary bill fails to
provide. TFurthermore, the time has gone by when a considerable
g:ortlon of the 1920 Cuban crop can be purchased at n reasonable price.

helEqual[mtion Board was a war measure, dealing only with last
year's crop, and this has all been distributed. It has no control over
domestic sngars now available in fair volume nor new Cuban sugars,
which are now beginning to move,

“(Signed) GEO0. A. ZABRISKIE."

Extracts rmm‘ the statement of Mr. Willlam A, Glasgow, general
conunsel Sugar unalization Board, New York, made before the Com-
mittee on riculture and Forestry, United States Senate, Sixty-sixth
Congress, first session, during the hearings on the sugar shortage :

Page 96 Mr. Glasgow states:

You have asked me to grepare a bill setting forth certaln powers,
as we thought it necessary for that board to have if Congress thought
it was proper to purchase the Cuban crop of sugar next year. 1
prepared that bill and forwarded it to you, as, in our judgment, what
Wwas necessary in case you should determine it was desirable to pur-
chase that crop. We are not pressing that bill before Congress or
betpre this committee.

*“1 do say, Mr. Chairman, on behalf of that board, that the powers
in that bill are absolutely necessary to have, in our Judgment, if you
ghould decide to purchase the Cuban crop.”

I:a e 97, further:

“Mr. GrLaseow. I can see nofhing, Mr, Chairman, nor ean the
board see anything that ean be accomplished by it in the purchase
of the Cuban crop, if the sole function of the sugar board is to go
there and buy it and feed it out to the refiners and they feed it out
in return to the middlemen, and they feed it out in turn to the deal-
ers for speculation in the United States. Why not? In our judg-
ment it is better to let the speculation begin with the refiners, pur-
chasing from Cuba, and there is no occasion whatever for the sugar
board to intervene and purchase the sugar ecrop in Cuba and give
it to the refiners and feed it to them in the proportions which may
be agreed upon for them to take and speculate on—some of them
perhaps might—or the men they gell to to speculate upon and the
American consumer pay the bill of the speculation. If Congress
thinks it is all right to let the thing go along. it is entirely satis-
factory 1o us, But our position is that there is no useful function
for the Sugar Equalization Board to accomplish unless it is for us
to try to fix upon a fair and reasonable price for the purchase of
the raw, and a fair and reasonable price for the refining, and a fair
and reasonable price of mar, to the dealer and get the sugar to
ithe consumer at a reasonable price, outside of speculation, and a
uniform_ price throughout the United States.

“ Do I make it clear now, Mr, Chairman, as far as the license fea-
ture is concerned®”

Page 990 :

“Mr. Grasgow, I understand. Our sitlon is ecertainly clear.
and I want it to be made clear if I can, that if you gentlemen deter-
mine that we ought to buy this crop, give us the powers that are
abmlutelg essential to carry it out; if you determine it is undesir-
able to buy this crop, then do not make the purchase and let the
refiners buy if they can in the markets upon terms.

' Senator McNary. Upon that point—and I think it very vital—if
Congress simply authorized the Sugar Equalization Board, and gave

it the power to acquire the balance of the Cuban crop, you would not
desire ?g function unless you had the power of license and the power
of : plnc embargoes ?

Mr. Grascow. Absolutely, We have to conirol the refiners in the
Phl;lttea States in order to accomplish any good by the purchase of
Crop.
“ Senator McNary. You have operated the last two years under a
license system, have you not?
“Mr. Grascow. Oh, yes,
unless we have the control,

“ Senator McNary. Has anybedy complained of hardness of your
control ?

“ Mr. Grascow. No, sir.”

Page 164 :

“Mr. GrLasgow. We have tried it onder the fair price list, which

We can not keep the refinors together

has mnot been satisfacmrf at all. Let me ask one other question;
Would not your suggestion earry with it the necessity of having
money enough to buy all of this sugar?

- - - - - - -

“Let me say one other word, I do not want the license gystem :
I am just as opposed to it as you are on every basis, but from prac-
tical experience in this matter I do not see anything but fu?iurc
ahead of this equalization board without the powers: and we ask
simply that unless we are given the powers, that Congress do mot put
the burden on this board to try to do it.”

Mr. CANDLER. Mr. Speaker, I yield to the gentleman from
Louisiana [Mr. MagrtrN] 10 minutes.

Mr. MARTIN. Mr. Speaker, this bill is not only unnecessary,
but its agitation before Congress for the past three months will
be responsible for the high price of sugar that will prevail next
year.

I say it is unnecessary because it does not give the President
or the United States Sugar Equalization Board any more
powers than they had in July of this year or than they have now.

The United States Sugar Equalization Board originated with
the Food Administration and it was incorporated, with the
President as the sole and only stockholder, for the purpose of
buying the Cuban crop and controlling the sugar market during
the year.

All of the powers of the board are derived from the Lever
Act, and this act is still in full force and effect to-day. In July
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of the present year the Cuban sugar producers wrote the equal-
ization board that they were again prepared to sell this Gov-
ernment their entire Cuban crop if this Government desired to
purchase it.

The board held a meeting and on August 14 addressed a
letter to the President inclosing the Cuban offer and recom-
mending that the Cuban crop be purchased. Mr. Taussig, a
member of the equalization board, dissented from the views of
a majority of the board, in a separate memorandum, recom-
mending that governmental control should be relinquished, and
stating that if the price of sugar was fto be specifically con-
trolled, so should that of bread, meat, and clothing.

The Secretary to the President acknowledged receipt of these
communications, stating that they would be brought to the
attention of the President.

On September 20 the egualization board again wrote to the
President directing his attention to their first communication
and stating that unless action was taken at once they would
be unable to purchase the Cuban crop.

Receipt of this letter was also acknowledged by the Secre-
tary to the President, but no action was taken by the Presi-
dent himself. On September 22 the Cuban producers withdrew
their offer to sell, and on the following day the board wrote
the President, stating that the situation was out of hand and
that he had, therefore, advised the American sugar refineries
as to conditions so that they might purchase raw sugars as
per prewar times,

I think it follows from this statement of facts either that
the matter was not laid before the President or that if it was
he took the advice of Prof. Taussig.

Some definite action with respect to the Cuban crop should
have been taken at that time, because the Cubans were then
willing to sell their sugars at from 6% to 7 cents per pound,
and not only could the egualization beard have purchased the
crop at those figures, but the refiners could have purchased it
at the same figures had they known what the policy of the
Government would be.

The refiners would have entered the Cuban market after they
had been notified by the equalization board on September 20
that they were at liberty to do so, if the agitatiom in Congress
had not immediately followed.

On October 3 the agricultural committee of the Senate began
its hearings on the New resolution, which was introduced on
September 27 and which resunlted in the MeNary bill. If this
bill had not been introduced, the sngar refiners of this country
could and would have purchased the Cuban crop at the same
figure as could the equalization board, but with this bill
pending, the refiners kept out of the market, waiting to see what
the poliey of this Government would be. While the refiners
kept out of the market, foreign Governments did not, and as a
consequence the price of Cuban sugar has been going up, until
now it is doubtful whether the Cuban crop ean be purchased
at 10 cents per pound.

But, Mr. Speaker, the fact that this Government may have
adopted a vacillating policy with reference o the Cuban crop
is no good reason why a penalty should be visited on the domes-
tic producers of sugar., It is no reason why they should be
selected as the one industry in this country that should be
controlled and placed under license. It is no reason why it
ghould be selected as the one and only farm product that dur-
ing the coming year will not have a free and open market.

The sugar producers of this country have never objected
to the purchase of the Cuban crop, but on the contrary they
have urged it, and’ yet because this Government failec to pur-
chase the Cuban crop or to give the refiners of this eountry
a free hand to purchase it you now say under the provisions
of this bill that you propose to handicap, embarrass, and dis-
courage the domestic producers. I do not believe that this
Congress appreciates what this license feature means,

It means that a pound of sugar can not be produced in this
country until the producer has first obtained a license from
the equalization board. It means that after he has made it it
must lie up in some warehouse until he has been told by the
board to whom he can sell it or ghip it. It means that the
man who makes sirup amd molasses on his farm, whether
from cane or sorghum, must likewise secure a license® before
he makes it or ships and disposes of it. It means that after
it leaves the hands of the producers and goes into the hands
of the wholesaler that he too must secure a license cnd that
he must dispose of it aecording to instructions from the equali-
zation board.

Mr. Speaker, the licensing feature in this bill is entirely
unnecessary. If it is not too late, the Cuban erop should be
purchased, refined in this country, and distributed to the con-
sumers at the lowest possible figure. This can be done with-

out in any way interfering, tampering with, or discouraging
the domestic industry.

The price of Cuban sugars has always controlled the market
in this country, and the purchase of the Cuban crop either hy
the Government or by the refineries will fix the price of sugar
in the United States and at the same time guarantee an ade-
quate supply of sugar to the American people.

Tons.
The Cuban crop for 1920 is estimated at_________________ 4, 500, 000
The local consumption in Cuba amounts to-______________ 150, 000
Thus leaving for export 4, 350, 000
Mr. Zabriskle, the president of the United States Sugar
Equalization Board, stated before the Henate committee
that about one-fourth of this erop had been gold partly to
European countries and in part to American refiners; de
ducting this one-fourth.

- |
1, 087, 500 |
We have in Cuba, still remaining for export.__.__________ 8, 262, 500 ‘

The Government estimates of the domestic sugar crop of the United
Btates and its possesslons are as follows :

Short tons.

Deet crop, United States__ ~ 953, 000
Louislana ecane crop.._ 1388, 000
Mawailanéane erop. L Eel sm T sl LU TR0 O
Porto Rican cane crop.. 300, 000
) S P e T e e B B { St 1] ol e & ——— 1,991, 000
Redueed to long tons this domestic erop would be__________ 1, 777, 700

Adding Cuban crop, now avallable for purchase and export- 3, 262, 500

Leaves a total for distribution In this covntry of - ____ 5, 040, 200

(To this may be added such portion of the Cuban crop as
has already Leen purchased by refiners in this country, and
also guch portion of the Philippine erop as may be brought
to this country.)

The estimated consumPl:on of sugar in this country for the
current Year amounts to about =i : 4, 260, 00O

Thus ieavinz a surplus of__ 780, 200

By the mere purchase, therefore, of the remaining unsold por-
tion of the Cuban crop, either by the refineries or by the United
States Sugar Iqualization Beard, this country will have an ade-
quate supply of sugar and the Cuban price will control in our
markets as it has always done.

The present scarcity of sugar is only temporary. It was
brought about by the longshoremen strike, which tied up more
than 100,000 tons of sugar in the Atlantic ports and put out
of commission many ships engaged in this frade, This caused
our refineries to shut down for several weeks because of the
want of raw material.

This strike has been settled, the seaboard refineries are now
ranning day and night, and, besides, the domestic beet sugars
are now being placed upon the market.

The Cuban crop begins to move about January 1, and it is only
a question of a week or 10 days when this country will have an
ample supply of sugar, and the present famine will be relieved.

Mr. Speaker, if this great war has taught one lesson that
the American people should take to heart it is that it is only
b, the encouragement of our own industries that we can ever
Lope to become independent of the world.

It is but poor encouragement to the cane and beet producers
of this country to say to them: “You can raise cane and beets,
but before you can convert it inlo sugar you must first get a
license from the Government. And after you have made it
into sugar you ean not dispose of it as you see fit, but you must
dispose of it in such manner as may be directed by a board,
known as the United States Sugar Equalization Board. This
board will tell you not only when, where, and to whom this
sugar shall be shipped, but it will also relieve you of the trouble
of fixing a price on your sugar. You shall sell your sugar in
such manner and for such price as the egualization board may
determine, and if you make any money well and good, but if
you lose money and go bankrupt, well, we are sorry, but Uncle
Sam has himself gone into the wholesale sugar business, and
he will not stand for competition.”

This policy of the Government will not tend to encourage
and increase the production of sugar in this country, but will
tend to demoralize the industry. |

The Cubans, who by the way are not under lcense, will be
glad to dispose of their erop in bulk and at a fair price, and the
seaboard refiners will be giad to refine these sugars at 2 cents
a pound as against 0.6 of a cent a pound before the war. |

But the domesti¢ producer is told that he is now put in the
class with distillers of whisky, and hie must now secure a licenso
before he can even engage in fhe manufacture of sugar, sirup,
or molasses, i

Mr. Speaker, there was some excuse for control during tha'
war, but this excuse no longer exists, and I can not belleve,
that this Congress Is prepared ta single out one great industry|
in this country for governmental control.

To do this is unfair, unjust, and un-American,

[Applause.]
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Alr. SMITH of Michigan. I wish the gentleman would state
what the reason is for the discrepancy in the price of sugar in
Louisiana and the State of Michigan,

Mr. MARTIN. If the gentleman will give me time I will
try and make it clear.- The situation in Louisiana is this:
Our normal crop is 300,000 tons. This year we will make less
than 100,000 tons. In other words, we have about 25 per cent
of a normal crop. Just at the time that this crop came upon
the market there was a shortage of sugar in this country, a
great searcity, brought about by the longshoremen’s strike, and
when we began to harvest our crop people from all sections of
the country rushed to Louisiana to buy sugar. They were will-
ing to buy it at any price that we fixed. We had but to name
the price. Many of them were offered 25 to 27 cents a pound
for their sugar. This matter was brought to the attention of
the Attorney General, and he wrote to the United States
District Attorney in New Orleans that if any one attempted
to sell sugar at any such price he should be prosecuted for
profiteering.

The SPEAKER.
has again expired.

Mr. SNELL. Mr. Speaker, T ask unanimous consent to have
the time for the discussion of this sugar proposition extended
10 minutes on a side. It is one of the most important ques-
tions that has come before us, and I think we should have time
to get information in respect to it.

The SPEAKER. The gentleman from New York asks unani-
mous consent that the time for debate be extended 10 minutes
on each side. Is there objection?

Mr. WINGO. Mr. Speaker, reserving the right to object, 10
minutes is not enough. Most of the Members of the House
are in just the position that I am. They have conflicting re-
ports in respect to the matter, and I think the House ought
not to act hurriedly. I hope the gentleman from New York
will make his request 20 minutes on a side.

Mr. SNELL. Then, Mr. Speaker, I renew my request and
made it 20 minutes on a side.

The SPEAKER. The gentleman from New York asks unani-
mous consent that the time for debate be extended 20 minutes
on a side. Is there objection?

Mr. GARD. Mr. Speaker, is there any request for time on
cither side to take up this additional time?

AMr. CANDLER. Mr. Speaker, I have requests for additional
time. :

The SPEAKER. Is there objection? [After a pause.] The
Chair hears none. The gentleman from Iowa has 28 minutes
remaining and the gentleman from Mississippi has 28 minutes
remaining.

Mr. SNELL. Mr. Speaker, will the gentleman from Louisi-
ana yield for a question?

The SPEAKER. The gentleman from Mississippl has con-

trol of the time, not the gentleman from Louisiana.

Mr. CANDLER. Mr. Speaker, I yield the gentleman from
Louisiana three minutes more.

Mr. HAUGEN. Mr. Speaker, I yield the gentleman three
minutes.

Mr. SNELL. Mr. Speaker, will the gentleman yield now?

Mr. MARTIN. The gentleman from Michigan [Mr. SaarH]
asked me a question, and I want to answer that. As I was
stating when I was Interrupted, this situation was brought to
the attention of the Attorney General. He, in turn, instructed
the United States district attorney of New Orleans that if any
one attempted to sell sugar at any such price he should be
prosecuted as a profiteer, or rather he should be called before
him and made to explain why he had sold sugar at any such
figure, and if the explanation was not satisfactory he should
be prosecuted. The two United States Senators from Louisiana
and myself heard of this and we went down to see the Attorney
General, We asked him if this report was true and he stated
it was. He showed us the letter that he had addressed to the
United States district attorney. We protested, first, because

“under the Lever Act all farm products were exempt, and we
believed that sugar was a farm product. The United States
Attorney General stated that he did not agree with us; that
“he thought that sugar was a manufactured product. I believe
his ruling to be erroneous, but we further said to him that * even
admitting what you say is true, that we are manufacturers
and not farmers, thon you can not conviet anyone in Louisiana
for the simple reason that a man who sells his sugar for 25
_cents a pound, with only 235 per cent of o crop, can not make
any money, and if he makes no profit he can not be prosecuted
for profiteering.” The Attorney General saw the force of this
argument, but stated that in view of the faet that he was re-
ceiving so many protests from the Southern States against this

The time of the gentleman from Louisiana

price of sugar he felt he had to take some action in order to
get the price of sugar reduced in Louisiana.

Mr. SNELL. Mr. Speaker, will the gentleman yield now?

Mr. MARTIN. I have not yet gotten through with this
answer. I shall be glad to yield when I am through. It was
then suggested that as he had a United States district attorney
in New Orleans, who lived near the sugar district, that that
United States district attorney and the producers in that State
should get together and make some agreement whereby there
would not be any charge of profiteering in Louisiana in respect
to the sale of sugar. That was done. The United States dis-
trict attorney met with the sugar producers of Louisiana. The
producers laid the facts before him. He had the assistance of
two ex-Senators from Louisiana. The producers showed him
the size of the crop and what it had cost them to produce if,
and after going over all of the facts and figures they came to
the conclusion that any man in the State of Louisiana who sold
sugar at a price not exceeding 17 cents a pound would not be
profiteering, and that a great majority of them at that price
would lose money. The sugar producers of Louisiana then vol-
untarily agreed that they would not sell any sugar in that
State at more than 17 cents a pound for clarified sugar and 18
cents a pound for refined sugar.

The district attorney stated that if they did not he was go-
ing to call them before him to show cause why they should not
be held as profiteers,

Mr. SMITH of Michigan. Was there anything said in the
consideration of the sugar question about the low price in
Michigan as to how it happened they could sell in Michigan at
7 and 8 cents where it was selling, say, in Louisiana at 17
cents?

Mr. MARTIN. I do not know, but I am informed that at
10 or 11 cents in Michigan you are making more money than at
17 in Louisiana, because we are not making any.

Mr. DUPRE. In view of that fact, is it not a fact that a
great many sugar producers have been selling a large part
of their crop at less than that?

Mr. MARTIN. Yes,

Mr. DUPRE. Does not the gentleman know some have been
doing that?

Mr, MARTIN.

Mr, SNELL.

Mr. MARTIN. I will

Mr. SNELL. I understood the genileman in his remarks
to say as one of the reasons why they did not want this exten-
sion granted that about the first of January there would be
plenty of sugar for all. What facts has the gentleman to place
before the House to substantiate that statement? That is the
thing we are specially interested in.

Mr. MARTIN, I will give them to the gentleman.

Mr. DALLINGER. While the gentleman is waiting for his
figures may I ask him this question? I would like to ask the
gentleman from  Louisiana whether or not he is in favor of
so much of this bill, that part of this bill down to the proviso
on page 5 which I understand authorizes the purchase of this
Cuban crop?

Mr. MARTIN. Yes, I am. I have no objection, and I stated
in my remarks that I have no objection.

Mr. DALLINGER. If the gentleman will yield for a further
question. With the licensing provision embodied in section 5
of the Food Control Act reenacted in this bill as proposed by
the House Committee on Agriculture, whether or not that
would not give the Sugar Equalization Board and the Presi-
dent the right to control exports of refined sugar from the
United States?

Mr. MARTIN. Yes.

Mr.. LONGWORTH.
question?

Mr. MARTIN. I will

Mr. LONGWORTH. If I understood the gentleman correctly
he said the price of sugar in Louisiana was regulated by the
price of sugar in Cuba?

Mr. MARTIN. I said the price of sugar all over the coun-
try was regulated by the Cuban price.

Mr. LONGWORTH. Then what difference would the volume
of the production in Louisiana have one way or the other?

Mr. MARTIN. It has very little.

Mr. LONGWORTH. The gentleman speaks

The SPEAKER. The time of the gentleman has expired,

Mr. MARTIN. I ask permission to revise and extend my
remarks.

The SPEAKER. Is there objection to the reguest of the
gentleman from Louisiana? [After a pause.] The Chair hears
none,

Yes; I have sold some myself.
Will the gentleman yield?

Will the gentleman yield for a brief
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Mr. CANDLER. T yield five minutes to the gentleman from
Missouri [Mr. Rusey].

Mr. RUBEY. Mr. Spealer, in the five minutes allotted to me I
want to call the attention of the House to the Senate bill and
to the amendments offered to that bill by the Committee ¢n
Agriculture, and I will say that this is a unanimous report
from our commiitee. There was no division in the committee
in regard to this bill. We felt that it ought to be passed. This
bill is Senate bill 3284, and if the Members of the House have not
copies of this bill, if you will look on page 359 of the REcORD
of December 10 you will find the bill set out, with the excep-
tion that an amendment was adopted in the Senate that is not
there printed. Now, the first amendment, and the main one, by
the Committee on Agriculture is found on page 2 of the Senate
bill, wherein the Senate repeals the provision of the food-control
bill providing for the licensing feature. Now, here is the differ-
ence between the House committee and the Senate in regard to
this bill: The Senate gave authority to the Sugar Equalization
Board to buy the Cuban sugar; it then repeals the licensing
feature and does not give the Sugar Equalization Board the
authority and the right to control the sugar after it has been
purchased. The Committee on Agriculture felt that the control
of the sugar should remain in the hands of this Sugar Equaliza-
tion Board, and therefore they not only struck out the provi-
sions repealing the licensing feature, but they reinserted it
affirmatively in the bill and provided that the Sugar Equaliza-
tion Board should use the licensing feature of the food-control
act during the life of this act. The object of that is simply this:
If we go to Cuba and buy 3,000,000 tons of sugar and bring it
into the United States and sell it through the refineries and the
wholesale dealers and do not in some way control them in the
price that they shall make to the retailers and the retailers to
the consumers, why, the price of sugar will go sky-high. We
are simply bringing in here 3,000,000 tons of sugar upon which
the dealers in sugar throughout the country can profiteer for
the next 9 or 10 months. Now, then, we felt that with this
provision in the bill and this safeguard thrown around it, that
we can afford to authorize the Sugar Equalization Board to
purchase this sugar.

Now, again: We retain in the bill the Senate provision which
says that the provisions of this act shall expire as to domestic
sugar on September 30, 1920. That is left in the bill. We
leave in the Senate bill the last provision of the bill relating to
the doing away with the zone system. That is prohibited,
and in that regard the House committee and the Senate are in
full aceord.

So those are the provisions, Mr. Speaker, of the bill as it is
presented here to the House this afterncon for consideration.

Mr. WELLING. Will the gentleman yield for a question?

Mr. RUBEY. I will

Mr. WELLING. I came in since the discussion began. I
would like to know if it is true that the Department of Justice
has authorized the sale of the Louisiana crop at a price of from
17 to 25 cents a pound?

The SPEAKER. The time of the gentleman from Missouri
has expired.

Mr. RUBEY. That has already been explained on the floor
of the House, I will say to the gentleman.

Mr. HAUGEN. Myr. Chairman, I yield to the gentleman from
Michigan [Mr. McLavcHaLIN] eight minutes.

Mr. McLAUGHLIN of Michigan. Mr. Speaker, I shall say
little, if anything, in regard to the sugar situation in the country.
I think it is pretty well understood, and I believe everyone pres-
ent realizes that something should be done respecting it.

As far as I am concerned, and as far as I know the opinions
of others, what we are offering by this bill does not promise very
much, because we are really offering nothing that is not now
statute Jaw. We are giving the President no authority that he
has not had for more than two years; the authority he has had
under the act of August 10, 1917. This bill, Mr. Speaker, is
simply a suggestion to the President, a sort of polite request to
him, to exercise the authority which up to this time he has failed
to exercise. The bill reads:

The President is authorized to continue.

The Senate bill, as it was drafted, had the word “ directed "—

That the President is authorized and directed.

The word “directed ™ was stricken out. I understand the
President of the United States is never “directed ” to do any-
thing. He is * authorized ™ and * permitted " to do so-and-so,
as Congress may determine or wish to suggzest.

Now, as the gentleman from Iowa [Mr. HauGeN] and the gen-
tleman from Missouri [Mr. Rusey] have said, this bill is like the
Senate bill, with one exception. The first portion of it is a sug-

gestion to the President that he act; that he use the authority,

which up to this time he has failed to use, to put into action the
Sugar Equalization Board, that it may purchase sugar and dis-
tribute it throughout the country. The bill before us, offered by
the House committee, differs from the Senate in this, that the
Senate bill has a provision which refuses permission to the
President to exercise the power carried in section 5 of the food-
control act. That is the section which carries the licensing
provisions. .

If the bill should pass as it eame from the Senate, and the
President should assume to act under the rest of the bill, he
would not be able to use or permit the Sugar Equalization
Board to use the licensing feature of the food-control act. The
House committee believes that if anything is to be accomplished
under this bill; if the President should finally, ultimately,
some day be induced fo act, little, if anything, can be done unless
he be permitted to invoke the power conferred upon him by sec-
tion 5, to license the manufacturers, dealers, and distributors
of sugar, :

Mr. LUCE. Mr. Speaker—— :

Mr, MCLAUGHLIN of Michigan. Pardon me until I finish
my statement. We believe that any good work that ean pos-
sibly be done must be done under the licensing feature. And
the Committee on Agriculture recommends that it not only shall
not be repealed, as the Senate bill provides, but that its life
shall be extended, that the section shall not be permitted to die
with the proclamation of peace. Our biil extends the life of the
section to December 31, 1920,

Mr. LUCE. I have in my hand the annual report of the
American Sugar Refining Co. for 1918, in which the statement
is made in effect that the licensing feature of this board in 1918
did not reduce the consumption of sugar. The only effect, so
far as it appears, was to produce great hardship in certain
parts of the country, and increase consumption in other parts
of the country that had not previously consumed the maximum.
Will the gentleman point out where the continuance of the life
of this board will result in anything else except the repetition
of the hardship and injury eaused by the existence of the board
for two years?

Mr. McLAUGHLIN of Michigan. I think with the existing
and threatened shortage of sugar, and the fact that in one part
of the country the price of 9 cents a pound prevails, in another
part 104 cents, and in still another part 17 cents, there should
be some authority in the equalization board to control the sugar
business even to the extent of controlling prices, as it will be
able to do under the licensing system.

The members of the equalization board have evidently
changed their minds since making the report from which the
gentleman from Massachusetts quotes, because they told the
Senate committee that this act would be of no value unless they
were permitted to work under the licensing section of the food-
control act, and the chairman of the Committee on Agriculture
of the House received a telegram from the president or chair-
man of the equalization board telling him that the passage of
this bill would produce little, if any, good unless the board were
permitted to operate under section 5 of the food-control aet,

Mr. SNELL. Mr. Speaker, will the gentleman yield for just
a question?

Mr. McLAUGHLIN of Michigan. In just a moment. This
amendment of the Committee on Agriculture of the House
would extend also the life of seetion 10 of the food-control aet,
which is the commandeering section, by which the President of
the United States in an emergency is permitted to commandeer
sugar and other food products and to provide for their distribu-
tion. We think it is proper to continue that and not let it die
with the proclamation of peace, which may come bhefore the
31st of December, 1920.

Mr. Speaker, we have put these amendments into the bill so
that the power of the present law, the teeth of the present law,
may be retained to give the President and the equalization
board all possible authority, or in this way urge upon their
attention that they have this authority, so that there will be
no excuse in the future for the inaction that they have been
guilty of up to this time. They have been talking about lack of
authority. They have come before Congress and asked for
something that they already have. We are giving them all they
ask for, and more, so that if nothing Is done the fault will lie
with them and not with us,

As I say, I do not look for every much good to come of this be-
cause of the failure and refusal of the administration to act up
to this time. But we are by this bill practically reenacting a
statute which has been on the books for more than two years,
giving them and continuing to them all the power they ask, and
more, and if nothing is done from this time on, the fault will
not lie with Congress. [Applause.]
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Mr. LONGWORTH. Alr. Speaker, will the gentleman yield?

Mr. McLAUGHLIN of Michigan. Yes.

Mr. LONGWORTH. It is the opinion of the gentleman and
his committee that if the President does have large powers
under this act the price of sugar will not be unduly enhanced?

Mr. McLAUGHLIN of Michigan. It gives the President,
under the Sugar Equalization Board, authority to control the
manufacture, distribution, and use of sugar, and under that
power the prices can be controlled. If a license is issued, it can
contain all kinds of conditions, to the effect that the sugar will
be sold in such and such a way, in such and such quantity, for
such and such prices. Under that power, if it is exercised, the
price can be controlled.

Mr. SMITH of Michigan. They have that authority to-day.

The SPEAKER. The time of the gentleman from Michigan
has expired.

Mr. HAUGEN. Mr. Speaker, I yield four minutes to the
gentleman from Kansas [AMr. TixcHER].

The SPEAKER. The gentleman from Kansas Is recognized
for four minutes.

Mr. TINCHER. Mr, Speaker and gentlemen of the House, I
think this bill should pass, although it only accomplishes one
thing, and that would be to bring about the purchase by this
board of the Cuban sugar,

Last August seven members of this board outf of eight began
to persist with the President in the attempt to procure his
authority to purchase the Cuban sugar. DBut, true to form, the
President listened to one member out of eight—he evidently did;
and, in another way true to form, he has pursued the * watchful-
waiting ” policy to such an extent that hie has not to-day an-
swered the request of the seven members of the Sugar Board.
If any board up to that time had deserved the gratitude of the
people of the United States for the way they had handled the
war measures, in my judgment it was the Sugar Board. Every-
body knows that there had not been an inerease in the price of
sugar up to that date, as there had been on other articles, and
the board had accumulated $30,000,000 in the Treasury and had
not worked a hardship on anyone.

Mr. Speaker, I want in this brief time to answer one other
proposition that has been advanced here, so that no Member
will misunderstand. The Department of Justice has no au-
thority to fix the price of sugar anywhere. The Department of
Justice under the food-control law had the authority, and it was
its duty, to prosecute profiteering, and there is nothing unusual
and nothing strange about the fact that the Attorney General
of the United States has said to the people of Louisiana who
produce sugar, “ You can charge 17 cents and not be profiteers,”
and at the same time has said to the people of Kansas who pro-
duce sugar, “ You can charge only 11 cents, and if you charge
more you will be profiteers.”

I say there is nothing strange in the administration’s attitude
on that question. But this committee is inserting the license
clause in the bill, so that the board, if permitted to function,
can go ahead and control the price of sugar fairly and equitably
in the United States, and will not have to be dependent on
the Department of Justice to prosecute profiteers in order to
control the price of sugar. I want fo say to the membership of
this House that in every instance where we have depended upon
the Department of Justice to control prices by enforcing the
antiprofiteering law it has been an absolute failure. I beg
of you to pass this bill as the committee reported it to you.
[Applause.]

Mr. LAZARO. Will the gentleman yield for a question? -

Mr. TINCHER. I would yield, but my time has expired.

Mr. HAUGEN. I yield one minute to the gentleman from
New York [Mr. SxELL.]

Mr. SNELL. Mr., Speaker, what I am interested to find out
with regard to this licensing system is this: As I understand,
you are going to extend the present licensing system. Under
that system the man who wants to go to the corner grocery
and buy two or three pounds of sugar for his family can not get
it, because the groeer can not buy it and sell it at the price
that the ecommittee say he must pay; but the manufacturer
ean go into the field and buy any number of tons to manufacture
candy or something else. What I want to have put into this law
is something that will protect the family and the domestic use
of sugar.

Mr, HAUGEN. The board has the power now. The fact that
it has not exercised it is up to the board, of course.

Mr. LAZARO. Will the gentleman yield for a question?

Mr. HAUGEN. All my time is allotted. I yield three min-
utes to the gentleman from AMassachusetts [Mr. DArriNger].

Mr. MADDEN. Mr. Speaker, will the gentleman from Massa-
chusetts [Mr. DaruisceR] yield to me for a question?

Mr. DALLINGER. I have only three minutes.

e e s e i e R o e B B e T S e | |

Mr. MADDEN. I will not take over a half a minute.

Mr. DALLINGER. What is the gentleman’s question?

Mr. MADDEN. Does the gentleman believe we ought to
license the people who have to deal in sugar?

Mr, DALLINGER. I will explain that.

Mr. MADDEN. T want te say that I do not, and I think
it is the most iniquitous thing that we could undertake to do.

Mr. DALLINGER. On October 16 I introduced a bill (H. R.
8876) to prohibit the exportation of sugar from the United
States or from any place subject to its jurisdiction for the
period of six months, This bill, which was designed to meet an
emergency, was referred to the Committee on Interstate and
Foreign Commerce. The first hearing on the bill was to-day,
and the further consideration of this and other sugar bills was
continued until Friday, so that apparently nothing will be done
betg:nthe Christmas recess in the way of compulsory legislation
by gress stopping sugzar geing out of the country,

Now, what are the facts in regard to the sugar sitwation in
the United States?

EUMMARY OF THE FACTS IX RNEGARD TO BUGAR.

During the first four or five months of the year 1919 it seemed
probable that the United States would have plenty of sugar.
The Sugar Equalization Board itself sold 150,000 tons for ex-
port, and they permitted sugar refiners to accept export orders
for sugar.

During the latter part of May and the month of June, how-
ever, the situation changed completely. DBy July 1 it became
apparent that the world's sugar production weuld be short
2,000,000 tons, Accordingly the equalization board ordered
the refiners to stop accepting orders for export, and also bor-
rowed 50,000 tons of sugar which had been allotted to the
British commission with the expectation that it could be paid
back later.

On August 1 the Sugar Equalization Board made the follow-
ing recommendations: First, that the board be given the power
to license all sugar dealers, together with the power to examine
their books; second, that the board be given the power of dis-
tribution and rationing; and, third, that the board be given
the power to prohibit the exportation of sugar—that is, to put in
force an embargo. I understand from the equalization board
that these recommendations were referred by the President to
the Secretary of Agriculture, who, on the advice of so-ealled
experts, decided to take no action in the matter.

On August 14 the Sugar Equalization Board advised the Presi-
dent that the Cuban commissioners had offered to the American
Government the entire Cuban sugar crop for the year 1920, the
average price at that time being about 6} cents per pound, and
called attention to the fact that the Cuban commission shoukd
be advised at an early date as to whether our Government pro-
posed to consider this offer. Not receiving any reply from this
communication, on September 20, 1919, the Sugar Equalization
Board called the President’s attention to the fact that unless
some action was taken at once it would be impossible for the
United States to control the Cuban sugar erop for the year 1920,
If the President had heeded these commamications of the Sugur
Equalization Board and given his assent to the purchase of the
Cuban sugar crop, the present situation would not have arisen.

THE FPRESEXT BITUTATION.

The sugar situation at the present time in many parts of the
country is very acute, and Immediate action should be taken
by Congress.

From January 1 to November 1 the total exportations of sugar
from the United States amounted to 1,240,809,412 pounds, malk-
ing a monthly average of 124,686,941 pounds, which would be
1} pounds a month for every man, woman, and child in the
United States. In addition to this, 22,000,000 pounds in the
warehouses of the American Expeditionary Forces at the fime
of the armistice were sold by order of the Secretary of War to
the French Government at an average price of 2} cents per

nd.

wt%he prohibition of further export ocrders by the Sugar Equall-
zation Board has not prevented the sugar refiners from continu-
ing to fill export orders already on their books, and, more im-
portant still, it has not prevented and is not preventing the ex-
port of resale sugar. For instance, a broker in New York has
been and still is as free to buy sugar for a consumer in London
as for a eonsumer in Chicago. After it leaves the refinery there
is no means of tracing where the sugar goes, as it may be resold
from broker to broker. In the month of October over 9,000 tons
of this resale sugar was exported from the United States.

Aeccording to the Sugar Equalization Board, the wholesalers,
instead of supplying their retail trade so that the family sugar
bowl ean be kept replenished, have been selling their stocks at
high prices to confectioners, condensed-milk manufacturers,
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chocolate manufacturers, manufacturers of preserves, and a
large part of the finished product has been and still is being
exported.

I am aware thut men engaged in the sugar business are very
likely to treat a lot of 1,000 tons of sugar as practically negli-
gible. From the point of view of the American consumer, how-
ever, it should be borne in mind that 1,000 tons means that
1,000,000 housewives who are to-day asking for 2 pounds of sugar
to fill the family sugar bowl will be able to get it. A lot of 50,000
tons, which was the amount borrowed by the Sugar Equalization
Board from the British supply, would furnish 2 pounds apiece
to 50,000,000 American citizens,

Mr, Speaker, such in brief are the facts in the case. The
present situation is serious. Sugar and sugar products are
going out of the country. An emergency exists and nothing is
being done. Personally I would like to see Congress pass an
embargo bill even if it was only for 60 days, to stop sugar from
going out of this country. [Applause.] I believe that the
American people would like to see such a bill passed. [Ap-
plause.]

But it seems impossible to secure the passage of a separate
sugar embargo bill in time to do any good. Therefore as long
as this bill is here and has been amended by the Committee
on Agriculture so as to give some governmental agency the
power to prohibit further exports of sugar, and there is a
strong probability that it may become a law, I shall vote for
it. I am frank to say, however, that I would like to see an
amendment adopted giving to the Sugar Equalization Board
the power to regulate and prohibit exports regardless of the
President, or I would like to see an amendment to the first
section adopted adding the words “and directed,” so that the
section as amended would read * the President is authorized and
directed,” and so forth. Nevertheless, I recognize that under sus-
pension of the rules no amendment is permissible at this time
and that this bill must pass just as it comes from the hands
of the committee or not at all. Inasmuch, however, as this is
the only chance we have of securing legislation to stop sugar
going out of the country and to furnish the American con-
sumer with an adequate supply of sugar at a reasonable price,
I am in favor of this bill and trust that it will pass.

Mr. CANDLER. I yield one minute to the gentleman from
Missouri [Mr. RUBEY].

Mr. RUBEY. Mr. Speaker, I am in entire sympathy with the
views expressed by the gentleman that this bill, with the
licensing provision as we have brought it in here, will, indirectly
at least, control the export situation. The Sugar Equalization
Board, through the licensing power, can absolutely control the
exports of the 3,000,000 tong of sugar that they are to bring
in here from Cuba. .

By unanimous consent Mr. Darrincer, Mr. TincHER, and
Mr. HaveeEN were given leave to revise and extend their re-
marks in the Recorp.

Mr. HAUGEN. I yield three minutes to the gentleman from
Pennsylvania [Mr. Kecry].

Mr. KELLY of Pennsylvania. Mr. Speaker and gentlemen, I
desire to congratulate this Committee on Agriculture on having
performed a real public service in bringing this measure before
the House. The question involved is one which concerns every
household in Amerieca, and immediate action js necessary if we
are to prevent great hardship being inflicted upon the people.

No more gigantic opportunity to exploit the publie need could
be imagined than that which will be offered to profiteers if no
action is taken. The average annual consumption of sugar in
this country is 8,000,000,000 pounds. If gamblers and specula-
tors can manipulate the price a single additional cent, they will
take $80,000,000 out of the pockets of the American people. If
they can, through their juggling tactics, increase the price 10
cents a pound, they will add $800,000,000 to the food bill of this
country.

Will they do it? I sincerely believe that if this measure is
not passed and if all restrictions are removed on January 1,
as will be done if no action is taken by Congress, the price of
sugar will be around 30 ecents a pound by March 1, and a new
crop of millionaires will be made at the expense of the people
of America.

The United States Sugar Equalization Board has made grave
mistakes, it is true. I have been in almost daily touch with
that board for the past three months and have followed its
work closely. During the war period it acted wisely, and I
believe its regulation and control of sugar kept the price down
to a very considerable degree.

Then came the opportunity for the board to purchase the
Cuban ecrop at a price of about 64 cents a pound. The question
was put up to the President, with favorable recommendation

on the part of seven members and a dissenting opinion by one
member. Apparently the President followed the solitary ad-
viser; at least, he failed to request that the crop be purchased
by the board, and the opportunity was lost.

That was a serious mistake, and its results will be measured
in terms of dollars and cents in every home in America during
the coming year.

Another mistake was the zoning system put into operation by
the board. They arbitrarily established zones and ordered that
certain kinds of sugar be used wholly to supply great districts,
without regard to the actual relation of the production of
such sugars to the needs of the districts.

For instance, the Pittsburgh district was put within the east-
ern zone and was ordered to secure its supply from eastern
refiners, Shortly after this order went into effect I was
deluged with complaints from dealers in the Pittsburgh distriet
who were unable to get sugar. I took it up at once with the
board and was promised that Pittsburgh would get exactly the
sgmse quantity as was received during the last four months of
1918,

Everybody was satisfied, because it was assumed that the
promise meant that the same amount would be received as was
received from all sources. But when I found that only a small
fraction of the actual amount was being received and called
upon the equalization board for action, I learned that it was
planning to ship only the same amount from eastern refineries,
regardless of the fact that three-fourths of the supply for Pitts-
burgh came last year from the beet-sugar refineries of the
West. It was only after repeated efforts and long delay that
I was able to secure an allotment of beet sugar for Pittsburgh,
while other districts in the beet-sugar zone had an oversupply.

Now, Mr. Speaker, this measure before us abolishes the zone
system in distribution and will end that mistaken policy. I
believe it will also compel action in the purchase of that part
of the Cuban crop which remains, even though the price paid
must of necessity be much greater than was required last
August.

The House Committee on Agriculture has also amended the
Senate bill by providing that sections 5 and 10 of the food-
control act shall be in effect as applied to sugar. These are
licensing and requisitioning features, and without them this
measure would be of little practical value. If the Cuban crop
were purchased and brought to this couniry and the refiners
were left to act without restrictions, the public would gain
nothing. There would simply be an open invitation to all to
profiteer to their hearts' content.

I appeared before the Agriculture Committee to urge the in-
sertion of the licensing feature because I want to see some real
benefits come from this legislation. It is easy to talk in apho-
risms, as we have heard here to-day, and to proclaim that the
“free play of the law of supply and demand " will solve such a
problem. That famous old law of “supply and demand ” has
been nullified by profiteers in food products. They have locked
up the supply in warehouses and storehouses; they have ex-
ported great quantities overseas and kept it from the people of
this country. The supply, manipulated in such fashion, does
not affect the price and neither does the demand from hungry
people. Since the law of “supply and demand” is being nul-
lified, it is better to have it done by the Government, repre-
sentilng all the people, than by the profiteers, exploiting all the
people.

Mr. Speaker, it is high time to take drastic steps to end the
activities of black-flag profiteers in the necessaries of life.
They are as dangerous in their defiance of iaw and fundamental
Americanism as are the red radicals who preach violent over-
throw of this Government. Both despise the law and both
would establish minority rule.

Without the passage of this measure there will be unbridled
profiteering and unlimited gambling in sugar next year. We
can prevent that by licensing every man that deals in sugar
and making sure that unjust, unreasonable, and diseriminatory
prices and practices are not indulged in. This measure is
drastie, but it is necessary. It is broad enough to cover, I
believe, the diverting of great quantities of sugar, needed by
the people on their own tables, to candy manufacturers and
soft-drink makers, whose products are luxuries, for which high
prices can be secured. The conditions make such an act as
this necessary, and it should pass this House by a unanimous
vote.

Mr. CANDLER. I yield five minutes to the gentleman from
Maryland [Mr. BENsoN].

Mr. BENSON. Mr. Speaker, were it not for the fact that this
bill has been brought in under a suspension of the rules, thereby
making it impossible to amend, I would offer an amendment to
the bill that would, to my mind, prevent the distribution of
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sngar in such @ way as has in the past caused muclh eomplaint
from those who desire sugar for demestic use. The amendment
T had prepared reads as follows:

Provided, That in thie distribution of sugar the reasonuble necessities
of wholesnle grocers supplying retnil groeers be given preference:

I venture to hope that the conference committee will consider

the wisdom of incorperating in the bill a provision that will |
bring abeut the result I had hoped to attain by the passage of |

such an amendment.

I have been in cerrespondence by mail for over two months
with the Sugar Equalization Beard.. In addition to this, I
have sent the board several telegramns and communicated with
Mr. H, K. Hall, an assistant to Mr. Lowry, over the telephone,
this last-named method being the only way I could get a reply
during the past 10 days, as replies: to- my letters of December G
and 13 and my telegram: of December 6 have not been received.
I appealed te Mr: Hall over the telephone to permit the Federal
fair-price commissioner at Baltimore to- distribute eight car-
loads of sugar that had been there for more than a week and
had not been distributed by the board. He said it could not
be done in that way, but would have to go threugh the regular

the peeple, and Mr. Hall replied, “ Mr. BENsoN, you must. recog-
nize that we own that sugar.” I said, “ Whn are wel"” He
replied, “ The equalization board.” I asked him who owned
the stoek in the equalization board, and his reply was, “The
President of the United States.” I then told Mr. Hall that I
considered it a. great pieee of impertinence for him, an employee
of the equalization board, to say that “ We, the equalization
beard, own this sugar, and that therefore we are going to dis-
tribute it as we say."”

When people in New York attempt te disiribute sugar to con-
sumers- in Baltimore, and they allot 827 bags to the Coca-Cala
Co., 525 bags to George Bloom & Sons, 248 bags to Guth Choco-
late €o., 600 bags to Lauer & Suter Co., 1,950 bags to Stewart,
Son & Co., 100 bags to Headley Chocolate Co., and similar
amounts te other candy and soft-drink mn.nu!ncturers.. and allot
292 bags to. J. A, Edmondson and 50 bags to- H .Pfeil Co., two
houses that have gone out of business, while they allot to the
Grocers’ Service Bureau, a large corporatien, having approxi-
mately S50 retail groeers to supply, only 25 bags, I say that
that is an experience in distribution: that does net work eut well

Mr. MARTIN. Whe made that distribution?

Mr. BENSON. The equalizationn board in New York: I
have appealed to the board to distribute the sugar that
was allotted te the two firms in Baltimore that have
gone eut of business, and suggesfed that their queta be
allotted to the Groeers' Serviee Bureau. This request was made
on December 13, but I have received no answer to date. The
people i Baltimore are suffering for suga- largely beeause it
has not been fairly distributed in Baltimore, not. because of a
failure te get the sugar te that eity, and unless seme plan is
devised to take eare of the wholesale grocers whe supply the
retail groeers, the ultimate distributors to these who desire
sugar for domestic use; it ean not be fairly distributed through
New York.

Mr. SNELL. Mr. Speaker, will the gentleman yield?

Mr. BENSON, Certainly.

Alr. SNELL. Will this bllI remedy the situation the gentle-
man is speaking of?

Mr. BENSON. Not to my mind,

Mr. SNELL. That is the question that I am interested in.

The SPEAKER. The time of the gentleman from: Maryland
has expired.

Mr. BENSON.
vige and extend my remarks in the Recor.

The SPEAKER. Is there objeetion.

There was no objeetion.

Mr. CANDLER. Mr. Speaker, what we hope te do: under the
provisions of this billl is to: remedy some of the inequalities that
are complained of by the gentleman from Maryland [Mr. Bax-
sox]. What I am personally interested in more than anything
else is te provide some mesns by Iew whereby the peeple of this
country themselves in their homes and on their tables may ac-
quire sugar at a rensonable price, and be protected from profiteer-

ting, now seemingly being indulged in in this home necessity. |

[Applause. ]

Mr. STEVENSON.
a question?

Mr. CANDLER. Yes; with pleasure.

Mr. STEVENSON. S there any pessibility of holding down
the price of sugar? [ hove been over to my office sinee this dis-
eussion has been zoing om, andd I found there two letters from two
Indies in twer different parts of my district seying that they are

Mr, Speaker, will the gentleman yield for

- Iater,

being charged 25 cents a pound for sugar, and sometimes as high
as 28 cents.

Mr. CANDLER. I think it is outrageous that those ladies
were required to pay such an exorbitant price for sugar; and the
object of this Dbill is to reduce the price of sugar, and we hope,
iff passed, it will acecomplish that result.

M. EMERSON rose.

Mr. CANDLER. I can not yield. I am sorry that we eam not
discuss a means of furnishing sugar {o the people of this country

' in their homes at a reasonable price without some one attacking

the President of the United States. I regret that my distin-
guished friend from Michigan [Mr. McLavgELx] and my genial
friend from Kansas [Mr. Trxcaer] found it necessary even in
the diseussion of this great domestic question: to attaek the Presi-

| dent of the United' States and the Demoeratic administration.
| As was suggested by a very able and distinguished gentleman
' who preceded me in a speech to-day, on another subjeet, it seems
' that there is no oecasion under any cireumstances or anywhere

but that some one feels that it is his duty to- make a partisan

‘attack on the great head of the Government of the United States
‘and his administration which is in pewer by the will of the

route. I insisted that something be done to get this sugar to [ PeODIe-

I hepe that some time we may be able to go into sowe ques-
tion which all the membership of this House will be willing to
settle upon some great patriotic basis im the: interest of all of

| the American people without Members attucking the President

of the United States, who is, at last, the President ef us all
regardless of party, and the President of all the people. I
assert that he has done; and is now deoing, and will continue to
do, so long as he remains in' the Executive chair of this: great
Republie, everything possible in the interest of all the: people
of the United States. He does not suffer by your pumy attacks,
but yeu will find you and your party will suffer if yow con-
tinne to attack lim without * rhyme or reason,” om amy amd
all oecasions. [Applause on the Demoeratic side. ]

Mr. MANSFIELD. Mr. Speaker, will the gentleman yield?

Mr. CANDLER. I am very sorry I ean nef yield at this
moment. I hope to be able to yield to my good friend a little
It is: complained that the Presidént did not aet. It is
true that the sugar question was. brought fo his attentien by
this equalization beard on the 20th of August Iast. There was
a division of opinion in the equalization board. It is true that

" | the majority did recommend that action: be- taken at that time,

Mr. Taussig, a member of the board, recommended that action
be not taken at that time. The President was considering the
matter, and during his consideration ef it he beeame, as you
know, and as I know, sick and temperarily tmable to consider
the public business during some time, and none,; by the direction
of his eminent physicians, was brought to his attentien. I
think it is time to step this unjust and partisan eriticism of
the President of the United States on every oecasion and about
everything when, without the faunlt and beyond the power of
the President, in God's providence and wisdom, He saw proper
to inflict upon him serious illness, which to some extent still
continues. Thank Ged, however, he is rapidly improving, and
I pray the good Lord that he may socon be entirely well, and

‘you know when he is well he ean take care of you and all your

crificism. [Applause on the Democrafic side.] It is charged that
the: President is the canse of this trouble becanse he did not
take action. Let us see. In the hearings before the Senate

- committee we get some infozmation on the subject. I read
| from the CoNGrEssioNAL REcerp of December 10 last, at page

360, a statement from the Senate hearings Defore their com-
. mittee, to which attention was called by Senator Hanrisox, of

Me: Speaker,. I ask et ottt e :Mlssiasippl., during the discussion in the Senate:

.. HARRISON, T read from the learings, on: page 108. The Senator
tror.u “Nebraska [Me. Nogris] asked this gquestion :
**Senator NOREIs, If the President nnd suthorized you, would you
have done it?”
Speaking of the % urchase of the Cuban sugar crop.
* Mr. GLASGO 0, sir; not until Congress had given us the
and they thcmght it pmpe'r

owers
It would come back at last to the dis-

- eretion of Congress as to whether they desired the distribution of

sugar continued.”
Mr. Glasgow, the gentleman making that statement, was the

" general atterney for the Sugar BEqualization Board, and as

such spoke by authority.

Therefore, if the President had acted at that time; the gen-
eral attorney stated that the board would not have aeted
and would not have bought the sugar without the authority
of Congress. The Senafe had this matter under considera-
tion from Oectober 3, and for more tham 10 weeks were con-
sidering it; and, because of the fact that the matter was pend-
fng in the Senate committee and in the Senate and they were
threatening, at least, to legislate upen it, the refiners and

| people who denl largely in sugar refused to ge inte the market
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and buy the crop of Cuban sugar and refine it and give the
people the benefit of it for fear the Government would take
action and take it away from them and convert and distribute
it under Government comtrol and supervision. Therefore it
was the Senate of the United States that held up the situation,
for the Congress of the United States had the authority and
power to act. Yon who are in control of legislation in the
Hause and responsible for it failed to act and the Senate failed
to act, and this condition has arisen which confronts us to-day.
Some Member asked to knew whether or not there was any
sugar in sight, whether it can be obtained at the present time.
I read the following statement from a speech of Senator Gay,
of Louisianga, delivered in the Senate on December 12 last:

Tons,
The Cuban e¢rop for 1920 Is estimated at— . __ 4,500,000
The local eonsumption in Cuba amounts to.___ . ___ 150, €00
Thus Jeaving for export .. . . 4, 330, 000
Mr, Zabriskie, the president of the United States Sugar
Equalization Board, stated before our committee that
about one-fourth of this crop had been scld, partly to Eu-
ropean countries and in part to American refiners; de-
ducting thig ome-fourth; orc i i o o T e o 1, 087, 500
We have in Cuba, still remaining for export.____________ 3,262, 500
e
The Government estimates of the domestle sugar erop of the
United States and its possessions are as follows :
Short tons,
Beet crop, United States 953, 000
TLouvisiana cane crop. £.% 138, 000
lawaiian came erop. o ______ GO0, 000
o Rican cane crop 300, 000
By e s i B en s, — 1,991,000
SUGAR SHORTAGB. ji Tons.

Redueed to long tons, this domestie crop would be-———-___ 1,777, 700
Adding Cuban erop now available for purchase and expart__ 3, 262, 500

Leaves a total for distribution in this country of _________ 5, 040, 200

(To this may be added such portion of the Cuban crop

as has alr been purchased by refiners in this coun-

try, and also such Eorﬂon of the Philippine c¢rop as

may be brought to this country.)

The estimated consumption of sugar in this country for the
current year amounts to about Sy 4, 260, 000
Thus leaving a surplos of_______________________ e LA 780, 200

This statement conclusively shows there is sugar available,
and the question is whether or not under this bill you will give
authority to the equalization board to purehase it in order
that-they may control and distribute it in this country, and by
the exercise of the powers conferred in this bill reduce the price
of sugar to the consumer upon his table and enable him to get
sugar, [Applause.]

Mr. DUPRE. WIIl the gentleman yield?

Mr, CANDLER. I will.

AMr. DUPRE. Has the gentleman heard any epposition to the
purchase of fhe Cuban sugar crop expressed on this floor by
gentlemen who do not favor the licensing feature of this bill?

Mr. CANDLER. No; but it is not being purchased by Ameri-
can interests, and we are trying to provide a way to purchase it
for ihe benefit of all the people.

Mr. DUPRE. Therefore the gentleman's argument is ex-
tremely pointed.
Mr. CANDLER. Yes; poinied in showing that there is sugar

available for purchase. Some Members wanted to know how
much sugar there was, and I am simply giving the statement
here from a competent source, from one of the gentleman's own
Senators, Senator Gay, of Louisiana, showing the amount of
available sugar that could be acquired in case the authority
is given to the equalization board to purchase the sugar,

Mr. LINTHICUM. If the gentleman will yield, what would
be the result if this law was not passed, if the egualization
board were discontinued? Would it not result in very high
prices and a monopoly of sugar?

Mr, CANDLER. I think the gentleman is entirely correet.
Indications at least are that it would go higher and higher,
as it is doing at the present time, and it would go sky high
as soon as all Government control is taken away from it. Now,
then, this bill provides for the continuance of this equalization
board. Then it provides further for the striking out of the
provisions of the Senate bill which eliminate the licensing fea-
ture and reinserting the licensing feature in this bill.

Mr. MADDEN. Will the gentleman yield?

Mr, CANDLER. In a moment or so. As was stated by the
gentleman from Missouri [Mr. Rupey], if that feature were
left out of the bill, then if sugar should be purchased by the
equalization board and brought into this country and they sold
it and turned it loose upon the market of this country to the
wholmle‘r without any control, they could not regulate the

price at which it would be sold to the retailer or the consumer,
but under the licensing feature they counld control the price at
which it was sold to the wholesaler, and they could control the
price at which it would be sold by the wholesaler to the retailer,
and therefore control the price in this country at which it was
sold to the consumer and in that way see that the econsumer had
the opportunity to purchase the sugar at a reasonable price.

AMlr. MADDEN. Does the gentleman favor the contrel of all
the businesses in the United States under the licensing system?

Mr. CANDLER. The gentleman from Illinois very well
knows I do not.

Mr. MADDEN. But the gentleman’s argument would indicate
that he was in favor of controlling——

Mr. CANDLER. I am in favor of taking the power and con-
trol of the Government off of private enterprise in this country
and restoring normal conditions at the very earliest moment
that it is possible to do it, but in an emergency like this here
confronting us, when the people of this country are being im-
posed upon not only in the price paid but in getting possession
at all of one of the real everyday necessities which is de-
manded upon their table, then I think the power of the Con-
gress should be exercised and exereised promptly, in order that
the general public may be protected. 4

AMr. MADDEN. Then the wise thing to have been done hy
the commitiee of which the gentleman is a distingnished mem-
ber would be to bring in a hill bhere to repeal the war power
now held by the President and all the other boards under his
Jurisdiction——

Mr. CANDLER. Well, all the war powers expire when the
treaty of peace is ratified and the President of the United
States shall by proclamation proclaim that peace has been estab-
lished, and the war power will not be entirely taken away or
expire until peace is secured by the ratification of a treaty
which will terminate the war. May God speed the day when
peace universal is realized by all mankind.. [Applause.]

Mr. MARTIN. Will the gentleman yield?

Mr. CANDLER. Yes.

Mr. MARTIN. Will the gentleman favor an equalization
hoard for the purpose of holding down the price and distribu-
tion of cotton?

Mr. CANDLER. When an emergency exists as it is here it
will be time enough to consider that question, but it does not
exist now, and it has not existed in the past. The farmers are
not getting full value for their cotton mow. There is a world
shortage of cotton, and a small crop in this eountry, and, of
course, that bhas advanced the price.

Mr. MARTIN., What dees cotion sell for now?

Mr. CANDLER. Not as much as it is really worth, all things
considered——

Mr, STEPHENS of Ohjo. Will the gentleman yield?

Mr. CANDLER. I will.

Myr. STEPHENS of Ohio. Under the administration of
affairs as they exist now, how does if come that we have such
a searcity of sugar and high price of sugar with this board
of equalization existing and functioning at the present time?
If it is not successful now, would it be if we were to retain it?

Mr. CANDLER. Because they really ceased {o funection so
far as the available crop is concerned. If they had actively
continued in operation they would have brought to this coun--
try the sugar available at the present time, but because of the
failure of the Congress that bad the power to act, and because
of the fact that the necessary legislation was held up by the
Senate of the United States for a long time, and beeause no
final action has been taken up to the present time, we find
ourselves in the condition that exists to-day, and another reason
was suggested by the gentleman from Louisiana [Mr, Maptin]
in his speech. and that was that the sirike of the longshoremen
when they refused to unload ships loaded with sugZor caused
the loaded ships to remain for guiie a while in the ports, thus
creating the first secarcity of sugar. I have shown by the
statement I read awhile ago that there is plenty of sugar avail-
able. The question is, Will you pass this bill and thereby make
an effort to secure it and get it to the people and provide
means to see that they not only get the sugar bhut get it at a
reasonable price?

Mr. STEPHENS of Ohio. May I ask another question? If
we had no Sugar Equalization Board during the past year,
would not we have had plenty of sugar now at reasonable
prices? :

Ar. CANDLER. Obh, no. Certainly, the equalization board
did not keep any sugar out of this country and did not keep
anyhody from buying sugar who wanted to buy it. If the
people who deal in sugar and refine it for sale wanted to buy
sngar and had been willing to do so, they eould have gone into
the markets and bought it. There was no limitation upon
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them and no prohibition upon them which prevented them from
buying sugar. The reason the refiners and the people who
usually. handle the sugar by private enterprise did not buy, I
understand, was because this bill was pending in the Senate
and being held up, and they were afraid to go into the market
in view of that fact and buy for private enterprise. The trouble
was caused by delay in passing necessary legislation.

Mr. MADDEN. I would like to ask the gentleman from Mis-
sissippi if it is wise to extend the licensing system to the ques-
tion of sugar why it would not be wise to extend the licensing
system to cotton. Is he in favor of putting cotton under the
licensing system?

Mr. CANDLER. The gentleman from Louisiana [Mr. Mag-
TIn] just asked that question a moment ago, and the gentleman
from Illinois simply repeats it; that is all. I told the gen-
tleman from Louisiana when he asked the question that there
was no demand for a licensing system in reference to cotton
and no emergency that called for it, and therefore no necessity
for it in any part of the country, and I say the same to the
gentleman from Illinois. I dare say, however, that there are
people in the homes in the district of the gentleman from Ili-
nois [Mr. Mappex], and people in the homes in the district of
every Member of Congress in the United States to-day who are
demanding sugar, and demanding it at a reasonable price, and
asking that something be done to protect the people of this
country in this sugar emergency. Will you come to their res-
cue by passing this bill? [Applause.] Complaint has been
made of inequality in price in different zones. This bill pro-
vides— y

That the zone system of sale and distribution of sugars heretofore
established by the said United States Sugar Equalization Board shall be
abolished and shall not be reestablished or maintained, and that sugars
shall be permitted to be sold and to circulate freely in every portion of
the United States,

That provision in the bill will abolish the zone system and
prevent it being reestablished or maintained, and will equalize
prices so that sugar shall be permitted to be sold and circulate
freely in every portion of the United States. So with the pas-
sage of this bill containing that provision that complaint can
and will no longer exist. In the interest of the people, to re-
lieve the situation in the homes, and for the benefit of the gen-
eral public I appeal to you to promptly pass this bill, so that
the relief necessary may come, and may come quickly. Let
Congress delay no longer. [Applause.]

The SPEAKER. The time of the gentleman from Missis-
sippi has expired.

Mr. HAUGEN. Mr. Chairman, I yield the balance of my time
to the gentleman from Michigan [Mr. ForDpNEY].

The SPEAKER. The gentleman from Michigan is recognized
for five minutes.

Mr. FORDNEY. Gentlemen, I have but little to say on the
subject. It is a matter of very great importance,

Ar. MADDEN. Mr. Speaker, will the gentleman yield for a
question?

Mr. FORDNEY. If we can get order, so that I can hear the
question of the gentleman.

Mr. MADDEN. I would like to ask the gentleman from Michi-
gan if he is in favor of putting all the business interests of the
United States under the licensing system?

Mr. FORDNEY. No; and anybody that knows me ought to
know that without asking the question.

Mr. EMERSON. Will the gentleman yield?

Mr. FORDNEY. I have only five minutes.

Mr. EMERSON. I would like to know——

AMr. FORDNEY. I will yield if your gquestion is very brief.

Mr. EMERSON. I will make it brief. There is some talk
here about an embargo on exportation of sugar. Is this sugar
in this country or is it in Cuba? The gentleman knows, and I
would like him to answer that question.

Mr. FORDNEY. Mr. Speaker, it would be unlawful to put an
embargo upon sugar this year, because the contract between
the Sugar Equalization Board and Great Britain, France, and
Italy is that this corporation purchased the sugar for export
from Cuba for this year without competition from those other
countries, with the understanding and agreement that this cor-
poration would deliver to England, France, and Italy a propor-
tionate amount of this Cuban sugar. To talk about putting an
embargo upon the exportation of sugar while that contract lasts
is nonsense. It can not be done.

The gentleman from Mississippi has just given the figures of
the consumption and production of sugar in this country, which
figures are correct. Our people are the greatest sugar-consum-
ing people in the world, with the single exception of the English
people. Our consumption reaches about 81 pounds per capita

per year, while that of Great Britain is nearly 100 pounds.
Before the war England obtained from Germany and Austria-

Hungary very largely her supply of sugar, including what she
obtained from this country. We produce 25 per cent of our
consumption of sugar in this country from beets and cane and
we import 25 per cent of our consumption from our insular pos-
sessions—Hawalii, Porto Rico, and the Philippines. We look to
Cuba and the West Indian Islands and South America for the
remainder of our consumption of sugar—about one-half of it.
There is a shortage in the world's supply of sugar to-day, as
reported. Every time the sugar-refining companies of this
country want to boost the price of refined sugar they report a
shortage in the world’s supply of sugar, and up goes the price.
It is said there is a shortage of about 3,000,000 tons out of a
total production of 17,000,000 tons in the world. I believe the
equalization board did good work this year. They kept the
price of sugar down to a reasonable point and below that in
foreign countries that did not produce their own sugar.

I believe that the equalization board might do some good this
coming year if it would purchase the Cuban crop of sugar to-day
and control the price, control the distribution to the refiners of
the country, and therefore fix the wholesale price in this country
as they did last year.

The licensing feature, if I am correct, existed in the law last
year, but by contract between the equalization board and the
producers of sugar and the wholesalers that licensing feature
was not brought into operation, by contract, I say, and there-
fore the people of the country have had sugar at a fair price.
I am opposed to a licensing feature in the control of any of our
great industries in the country, those engaged in the production
of food or clothing supplies. I believe it will not be applied if
the existing law is extended for another year or if the rights
under that law by contract are extended.

The SPEAKER. The time of the gentleman from Michigan
has expired.

Mr. FORDNEY.
minutes more?

The SPEAKER. All time has expired. The question is on
suspending the rules and passing the Senate bill as amended.

The question was taken, and the Speaker announced that in
his opinion two-thirds had voted in the affirmative.

Mr. MARTIN. A division, Mr. Speaker.

The SPEAKER. The gentleman from Louisiana asks for a
division.

The House divided; and there were—ayes 128, noes 23.

Mr. MARTIN. Mr. Speaker, I make the point of no guorum.

Mr. MONDELL. Will the gentleman withhold that until I
can make a unanimous-consent request?

Mr. MARTIN. Yes.

Mr. MONDELL. Mr. Speaker, I renew the request that I
made earlier in the day, that the House dispense with business
under the Calendar Wednesday rule to-morrow, and that busi-
ness that was in order on Monday shall be in order to-morrow.

The SPEAKER. The gentleman from Wyoming [Mr, Mox.
pELL], with the consent of the gentleman from Louisiana [Mr.,
MarTiN], asks unanimous consent that to-morrow Calendar
Wednesday be dispensed with, and that the business in order
on Monday be taken up instead. Is there objection?

Mr. MANN of Illinois. Reserving the right Lo object, tha$
means guspension day to-morrow. What is coming up undez
suspension?

Mr. MONDELL. I do not know what the Speaker has in
mind to be recognized, but there are some bills on the Unani.
mous Consent Calendar that ought to be passed. There are
two bills from the Committee on Banking and Currency, and I
am hopeful that we may consider them. There are a number
of bills on the Unanimous Consent Calendar.

The SPEAKER. The Chair has made no engagement as to
unanimous consent, except that he has promised to recognize
a gentleman as fo one bill from the Committee on Banking
and Currency, and one on a bill for a subtreasury at St. Louis.

Mr. MONDELL. One bill is to make gold certificates a legal
tender. The ofther is a Senate bill to provide for the expenses
of the farm-loan banks.

The SPEAKER. The one the Chair had in mind was for
making gold certificates a legal tender.

Mr. MONDELL. I do not know that the other will come up.
It is simply on the ealendar.

The SPEAKER. Is there objection?

Mr. MORGAN. I object, Mr. Speuker.

Mr. GARNER. Reserving the right to object, Mr. Speaker,
I want to ask the gentleman from Wpyoming if he will not
modify that request and have it apply only to unanimous con-
sent, and then we shall know certainly what is coming up.

Mr.-MORGAN. Mr. Speaker, I withdraw my objection.

Mr. MONDELL. My idea was that we could go through the
calendar. There is a gold-certificate bill that ought to pe passed.

May I ask unanimous consent for two
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Mr. GARNER., Does the gentleman know of anybody that
is going to object to that bill?

AMr. MONDELL. I do not. No cne can tell.

Mr. GARNER. There is a Rules Committee that can obvi-
ate that matter, and I do not believe you ought to ask unani-
mous consent to have suspension day all day to-morrow. That
is what it means. It seems to me that it is asking a good deal
of the House to ask for the entire day for the suspension of
the rules when you do not know what is going to be brought up.

Mr. MONDELL. We did not have suspension of the rules
Monday or unanimous consent Monday.

Mr., GARNER. We have had it fo-day. We have had two
suspensions of the rules. I assume this one is going fo pass.
I am sorry each of them will have been passed. If the gentle-
man will make his request apply to unanimous consent, I shall
not object. Otherwise I will.

Mr. MANN of Illinois, The Unanimous Consent Calendar
probably would not take all day to-morrow.

Mr. GARNER. We then can probably take up any subject
that came under the rule. I want to have some assurance on
that point. If I can have that assurance, I will agree.

Mr. MONDELL. I had in mind two bills, I do not know
that the Spealker will recognize either of the gentlemen having
them in charge. One of them is in regard to the public build-
ing at St. Louis.

Mr. GARNER. We will get an agreement from the Speaker,

The SPEAKER. The request is what the Chair has stated.

Mr. MONDELL. One bill is in regard to the Federal build-
ing at St. Louis and the other is a bill to make gold certificates
a legal tender.

Mr. GARNER. With the nnderstanding that the Unanimous
Consent Calendar will be called and that there will be no other
motions {o suspend the rules except the ones which the gentle-
man from Wyoming has mentioned, I shall not ebject.

Mr. BLACK, Will the gentleman yield for a question?

Mr. MONDELL. Yes,

Mr, BLACK. Is the Federal-building project at St. Louis a
new project?

Mr. MONDELL. Oh, no: that is old.

Mr. GARD. The bill for the Federal building at St. Louis
may be considered to-night, I suspect, by unanimous consent.

Mr, MONDELL., There are otlier matters before the House.

The SPEAKER, If the bill is considerad by unanimous con-
seqit, of course it will not require suspension.

Mr. JOHNSON of Washington., Will the gentleman ndd the
deportation bill to his agreement?

Mr. GARNER. No: I will not agree to that.

The SPEAKER. I8 there objection to the request of the
gentleman from Wyoming [fr. Moxper]?

Mr. GARD. I object, Mr. Speaker.

The SPEAKER. The gentleman from Obio objects,
the gentleman from Louisiana make his point of order?

Mr. MARTIN, Yes.

Mr. DYER. 1 ask the gentleman to withhold that for one
moment. 1 want to renew the request imade by my colleague—-—

The SPEAKER. That is not in order. There is a motion
before the House,

Mr. DYER. It might be done by unanimous consent,

SEVERAL Memsers., Ilegular order!

The SPEAKER. The gentleman from Louisiann makes the
point of order that there is no quorum present. The Chair will
count,

Mr. DUPRE. I suggest to the Chair that on the vote there
were 128 one way and 23 the other.

The SPEAKER., It does not follow that everybody present
voted. The Chair finds that there is no quorum present. The
Doorkeeper will elose, the doors. Sergeant at Arms will
notify the absent Members. As many as favor suspending the
rules and passing the bill will vote yea, those opposed nay, and
the Clerk will call the roll.

The question was taken; and there were—yeas 238, nays 34,
answered * present * 1, not voting 188, as follows:

Does

YEAS—258.

Almon DBrand Carew Dale
Anderson Briges Cares Dallinger
_A,ng;ews, ;\\{(%) TI;anson Carter g:rmw
Andrews, Nebr. rowne sey vey
Ayres Browning Chindblom Davis, Minn,
Babka Burdick Christopherson  Dayis, Tenn,
Dacharach Hurroughs on
Bankbead Butler Cleary

RBarbour Byrnes, & C, Coady Di Mo,
Rarkley Byrus, Tenn Cole Dickinson, Towa

tegg Caldwell Collier ck
Benham Campbell, Kans. Cramton Doughton
Benson Campbell, 'a Crowther well
Binckmon Candler Cullen ne
Bland, Va. Carnway Currie, Mich. Dunbar

er

onds
Elllott
Elston
Emerson
Esch
Evans, Nebr,
Evans, Nev,
Flood

Fordney
Freeman
French
Fuller, Mass,
Gallagher
andy
Ganl
Gar
Garland
Goldfogle
Good

Graham, TIl.
Green, JTowa
Greene, Vi,
Griest
Griflin
Hadley
Hardy, Colo.
Harrison
Haskell
Hastings
Haugen
Hawley
Hayden
Hays

Heflin
Hernandez
Hersman

Huddleston
Hull, Towa
Husted
Hutchinson
Ireland
Jacoway
Johnson, Miss,
Johnson, 8. Dak,

Bee
Black

0X

Brooks, Pa.

Clark, Mo.

Curry, Calif.

Dupré
Schols

Fess

' Ackerman
Anthony
Ashbrook
Aswell
Baer
Bell
Bland, Ind.
Bland, Mo.
Blanton
Boies
Booher
Bowers
Britten
Brooks, I11.
Brumbaugh
Buchanan
Burke
Cannon
Cantrill
Clark, Fla.
Connally

er
Cople,
Costello
Cris;
Denison
Dewalt
Donovan
Dooling

s

Dunn

Eagan

Eagle
Fllsworth
Evans, Mont.

i‘lohnso‘?, Wash, Hooney
ones, £ha, 3
Juul Merﬁ
ST
» ' urphy
ngau Nelson, Mo,
Kettner Newton, Minn,
Kincheloe Newton, Mo,
Kinkaid 0"Conmell
Knutson on
ans Oldfield
LaGuardia Oliver
Lampert Olney
: Ove
Lankford Padgett
Tarion Park
TLayton
Lea, Calif. Parker
Lee, Ga. Pell
Lehlbach Phelan
Linthicum Platt
Little Porter
Lonergan Puornel
Longworth Quin
afkin Hadcliffe
MeArthur Rainey, Ala
Me(Clintie Rainey, H. T,
MeCulloch Rainey, J. W.
MecDuffie Raker
Me(Glennon Ramsry
MeKiniry Ramseyer \
McKiale Randall, Wis,
MeLaughlin, MichReber
MeLaughlin, Nebr.Reed, N. Y.
McPherson Ricketis
MacCrate Robsion, Ky.
MacGregor Rodenberg
Roagers
Maher Hose
Major House
Mann, 8. C, Rowe
Mapes Rubey
AMays Hucker
Mead Sanders, N. X,
Mi Saunders, Va.
Minahan, N. J, Scott
Monahan, Wis, Seils .
londell Sherwood
Montague Shreve
oon Siegel
T NAYSE—34,
Focht Luce
Garner McFadden
E‘;“.,.,.i""f‘ﬁ b Meme T
oontz nn, 111
Gonl a
Greene, Mass
Hardy, Tex Merritt
Lanham Moores, Ind
Lazaro ‘ nor
ANSWERED * PRESENT "—1,
Crago
NOT VOTING—138.
Fairfield Ki ¥
Ferris Kitchin
Fields Kleczka
Fisher Kreider
Foster Lesher
Frear Luhring
Fuller, IH. MeAndrews
:ifmivan .:{cﬁenxie
lyuan cReown
Godwin, N, C. McLane
Goodall Mason
Goodwin, Ark. Allller
Graham, Pa. Aloore, Ohio
Hamill oore, Pa.
Hamilton Moore, Va.
Harreld Mudd
Hersey Neoly
Hicks N iz,
Houghton Nicholls, 8, C.
Hudspeth Nichols, Mich.
Hulings Nolan
Hull, Tenn. Osborne
Humphreys Peters
}s'o'u Pou
ames Randall, Calif,
Jefleris Reavis
Johnson, K Reed, W. Vo
Johnston, N.Y, Rhodes
Jones, Tex Riddick
hn Riordan
Kearns Tobinson, N, C.
Kelley, Mich. Romjue
K » lowa Rowan
Kennedy, R. L. Sabath
Kiess Sanders, Ind.

Sinclair

Raybara
Sanford
Smith, Mich.
Strong, Pa.
Walsh
Watking

Banders, La,
Schall

Scully
Sears

Risson
ﬁlg

Smith, N. Y.
Hnyder
Stedman
Stee

se
Woodyard
Young, Tex,

So, two-thirds having voted in favor thereof, the bill was

passed.

The following pairs were announced :

Mr. Dexisox with Mr.

BRINSON.

AMr. KieczEa with the Mr, Scurry. -
Alr, Mmrer with Mr. Warsox of Virginia.
Mr. FosTER with Mr. STEELE.

Mr. Norax with Mr. McKeowxs.

Mr. Osporxe with Mr. Ganrivaxs,
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Sawpers of Indiana with Mr. IcoE.
AcKERMAN with Mr. Youna of Texas.
AxTHONY wWith Mr. WIsE. :
Barr with Mr, WiLsox of Pennsylvania.
Braxp of Indiana with Mr. Wirsox of Louisiana.
Boies with Mr., WHALEY,
Bowers with Mr. WELTY.
BrrrrEx with Mr., VENABLE.
Brooks of Illinois with Mr. Tayror of Colorado.
BuUrsE with Mr, TAayror of Arkansas,
Canxox with Mr., TAGUE.
Mr. Coorer with Mr. Sumx~Ers of Texas.
Mr, CorLEy with Mr. SULLIVAN.
, CosTELLO with Mr. STEDMAN.
Mr. Dunx with Mr. Sarra of New York,
Mr. EcnsworTH with Mr. SarAcrr.
Mr. Famrierp with Mr. Sissox.
Mr, FrEAr with Mr. Sius,
Mr. Furier of Illinois with Mr. SEars.
Mr., GLy~ny with Mr. Sanpees of Loulsiana.
* Mr. GoopALn with Mr. SABATH.
Mr. Grauam of Pennsylvania with Mr. RowAr.,
Mr. Hamirrony with Mr. RoMJIUE.
Mr. Harrerp with Mr. Rosixson of North Carolina.
Mr. Hersgy with Mr. RIORDAN.
Mr, Hicks with Mr. Raxparr of California.
Mr. HovcaToN with Mr. Pov.

Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.

Mr. Hurixgs with Mr. Niceorrs of South Carolina.
Mr. JamEs with Mr, NEgLY.

Mr. Jerreris with Mr. Moore of Virginia.

Mr. Kaaxy with Mr. McLAXE.

AMr. Kearxs with Mr. McANDREWS.

Mr, Kerry of Michigan with Mr. LESHER.

Mr. Kexxepy of Iowa with Mr. KrrcHIN.

Mr. Kexxeny of RRhode Island with Mr. Joxgs of Texas,

Mr. Kmss with Mr. Joaxston of New York. :

Mr, Kixg with Mr, Jouxsox of Kentucky,

Mr. KriepEr with Mr. HUMPHREYS.

Mr. Luvaminse with Mr. Hurn of Tennessee,

Mr. McKexzie with Mr. HupsrPETH.

Mr, Masox with Mr. Hauror.

Mr. Moore of Ohio with Mr. Goopwin of Arkansas.

Mr. Moore of Pennsylvania with Mr. Gopwix of North Caro-
Iina.

- My,
Mr.
Mr.
AMr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr,
Mr.
Mr.
Mr.
Mr.
Mr,
Mr.

Mupp with Mr, FisHER,

NeLsox of Wisconsin with Mr. FERRIS.
Nricuovrrs of Michigan with Mr. Evaxs of Montana.
Prerers with Mr. EAcrE.

Reavis with Mr. EAcan.

Reep of West Virginia with Mr. DoreExMUs.
Ruopes with Mr, DooLING.

Rmpick with Mr. DoNOvVAN,

ScHALL with Mr. DEwALT.

Sceump with Mr. Crise.

Sxyper with Mr. CoxNALLY.

SteeExErsoN with Mr. Crark of Florida.
TaoMPsoN with Mr, CANTRILL.

Townrr with Mr. BUCHANAN.

WensTER with Mr. BRUMBAUGH.

WaEeELER with Mr. BooHER.

Mr. WaiTE of Maine with Mr, BrANTON, 7
Mr. Wirniayms with Mr. Boaxnp of Missouri.
Mr. Wirsor of Illinois with Mr. BELL.

Mr. Woopyarp with Mr, ASWELL.

Mr. Crago with Mr. ASHBROOK.

The vote was announced as above recorded.
A quorum being present, the doors were opened.

FEDERAL OFFICE BUILDING AT 8T. LOUIS, MO.

Alr. DYER. Mr, Speaker, I ask unanimous consent that the
bill IL. R. 484, to which objection was made but has been
withdrawn, be taken up, providing for the erection of a Fed-
eral building at St. Louis.

The SPEAKER. The gentleman from Missouri asks for the
immediate consideration of the bill H. R. 484. Is there ob-
_jection?

There was no objection.

The SPEAKER. This bill is on the Union Calendar.

Mr. DYER, I ask unanimous consent that the bill be con-
sidered in the Houre as in Committee of the Whole.

The SPEAKER. The gentleman from Missouri asks unani-
mous consent that the bill be considered in the House as in
Committee of the Whole. Is there objection?

Mr. ROUSE. I object.

Mr. DYER. Mr. Speaker, I move to suspend the rules and
pass the bill.

Mr. ROUSE. Mr. Speaker, I move that the House do now
adjourn.

The SPEAKER. The gentleman from Kentucky moves that
the House do now adjourn.

The question was taken, and the Houre refused to adjourn,

Mr. DYER. Mr, Speaker, I move that the House resolva
itself into Committee of the Whole House on the state of the
Union for the consideration of the bill H. 1. 484.

Mr. ROUSE. Mr, Speaker, I make the point that no quorum
is present.

The SPEAKER. The Chair will count. [After counting.]
One hundred and twenty-one Members present; not a quorum.

ADJOURNMENT.
Mr., MONDELL. Mr. Speaker, I move that the House do
now adjourn.
The motion was agreed to; accordingly (at 6 o'clock and
5 minutes p. m.), the House adjourned until to-morrow, Wed-
nesday, December 17, 1919, at 12 o'clock noon,

EXECUTIVE COMMUNICATIONS, ETC.

Under clause 2 of RRule XXIV, executive communications were
taken from the Speaker's table and referred as follows:

1. A letter from the secretary of the United States Shipping
Board, transmitting third annual report of the United States
Shipping Board, cdvering the period June 30, 1918, to and in-
cluding June 30, 1919 (H. Doc. No. 433) ; to the Committee on
the Merchant Marine and Fisheries and ordered to be printed.

2. A letter from the Secretary of the Treasury, transmitting
copy of a communication from the Secretary ‘of the Interior
submitting a supplemental estimute of appropriation required
by the General Land Office for the protection of the so-called
Oregon and California railroad lands for the fiscal year 1020
(H. Doe. No. 520) ; to the Committee on Appropriations and
ordered to be printed,

3. A letter from the Secretary of the Treasury, transmitting
copy of a communication from the Acting Secretary of the
Navy submitting a deficiency estimate of appropriation, for
payment to the Joe Andrews Co., of Los Angeles, Calif., for re-
pair of an automobile damaged while in use by the Navy De-
partment during the influenza epidemie of 1918 (I. Doc. No.
521) ; to the Committee on Appropriations and ordered to be
printed.

4. A letter from the Acting Secretary of War, transmitting
a letter from the Acting Chief ¢f Engineers, with map, on a
preliminary examination of San Antonio River, Tex. author-
ized by the river and harbor act approved July 27, 1916 (H.
Doc. No. 522) ; to the Committee on Flood Control and ordered
to be printed.

5. A letter from the Secretary of the Treasury, transmitting
draft of a proposed bill entitled “An act fixing the compensa-
tion of certain officials in the Customs Service, and for other
purposes " (H., Doc, No. 528) ; to the Committee on Ways and
Means and ordered to be printed.

6. A letter from the Secretary of War, transmitting a letter
from the Acting Chief of Engineers, United States Army,
together with report of Col. G. R. Lukesh, Corps of Engineers,
with map, on preliminary examination of the waterway be-
tween Charleston Harbor, S. €., and the North Santee River,
by way of Wando River, authorized by the river and harbor
act approved March 2, 1919 (H. Doec. 524) ; to the Committec
on Rivers and Harbors and ordered to be printed.

T. A letter from the Clerk of the House of Representatives,
transmitting report showing the average number of employees,
including clerks to Members and Delegates, receiving the in-
creased compensation at the rate of $240 per annum during the
first four months of the fiscal year 1920 (H. Doe. 525) ; to the
Committee on Appropriations and ordered to be printed.

REPORTS OF COMMITTEES ON PUBLIC BILLS AND
RESOLUTIONS.

Under clause 2 of Rule XIII, bills and resolutions were sev-
erally reported from committees, delivered to the Clerk, and
referred to the several calendars therein named, as follows:

Mr. GOOD, from the Committee on Appropriations, to which
was referred the bill (H. R. 11223) making appropriations to
supply urgent deficiencies in appropriations for the Employees’
Compensation Commission and the Public Health Service for
the fiscal year ending June 30, 1920, reported the same without
amendment, accompanied by a report (No. 502), which said bill
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and report were referred to the Committee of the Whole House
on the state of the Union.

Mr. BARKLEY, from the Committee on Interstate and For-
elgn Commerce, to which was referred the bill (H. R. 10847)
granting the consent of Congress to Marion County, State of
Mississippi, to construct a bridge across the Pearl River in
Marion County, State of Mississippi, reported the same with
amendments, accompanied by a report (No. 503), which said
bill and report were referred to the House Calendar.

Mr. JOHNSON of Washington, from the Committee on Im-
migration and Naturalization, to which was referred the bill
(H. R. 11224) to amend the act entitled ** An act to exclude from
the United States aliens who are members of the anarchistic
and similar classes,” approved October 16, 1918, reported the
same without amendment, accompanied by a report (No. 504),
which said bill and report were referred to the House Calendar.

Mr. GOOD, from the Committee on Appropriations, to which
was referred the joint resolution (H. J. Res. 261) to make im-
mediately available the appropriation for the expenses of regu-
lating further the entry of aliens into the United States, re-
ported the same with an amendment, accompanied by a report
(No. 505), which said resolution and report were referred to
the Committee of the Whole House on the state of the Union.

Mr. HAUGEN, from the Committee on Agriculture, to which
was referred the bill (8. 3284) to provide for the national wel-
fare by continuing the United States Sugar Equalization Board
until Deceriber 31, 1920, and for other purposes, reported the
same with an amendment, accompanied by a report (No. 506),
which said bill and report were referred to the House Calendar.

PUBLIC BILLS, RESOLUTIONS, AND MEMORIALS.

Under clause 3 of Rule XXII, bills, resolutions, and memorials
were introduced and severally referred as follows:

By Mr, GOOD: A bill (H. R. 11223) making appropriations
to supply urgent deficiencies in appropriations for the Em-
ployees’ Compensation Commission and the Public Health Serv-
ice for the fiseal year ending June 30, 1920; to the Committee
on Appropriations.

By Mr. JOHNSON of Washington: A bill (H. R. 11224) to
amend the act entitled “An act to exclude and expel from the
United States aliens who are members of the anarchistic and
similar eclasses,” approved Oectober 16, 1918; to the Committee
on Immigration and Naturalization.

By Mr. WEBSTER: A bill (H. R. 11225) making provisions
for the irrigation of Indian lands within the limits of the Cur-
lew irrigation district, in the State of Washington; to the Com-
mittee on Indian Affairs,

By Mr. McFADDEN: A bill (H. R. 11226) to amend an aect
approved April 23, 1918, entitled “An act to conserve the gold
supply of the United States; to permit the settlement in silver
of trade balances adverse to the United States; to provide silver
for subsidiary coinage and for commercial use; to assist foreign
governments at war with the enemies of the United States; and
for the above purposes to stabilize the price and encourage the
production of silver™; to amend section 3514 of the Revised
Statutes establishing the standards of gold and silver coins, and
for other purposes; to the Committee on Banking and Currency.

By Mr. WATSON of Pennsylvania: A bill (H. R, 11227) ex-
tending the period during which the prosecutions of certain yvio-
lations of the selective-service act may be brought; to the Com-
mittee on the Judiciary.

By Mr. CLASSON: A bill (H..I&. 11228) to authorize the
establishment of a Coast Guard station on the coast of Green
Bay, at or in the vicinity of Strawberry Passage, in Door
County, Wis. ; to the Committee on Interstate and Foreign Com-

merce.

By Mr. TINCHER: A bill (H. R. 11229) to increase the limit
of cost of the public building to be erected at Pratt, Pratt
County, Kans.; to the Committee on Public Buildings and
Grounds.

By Mr. CAMPBELL of Pennsylvania: A bill (H. R. 11230) to
germanent]y transfer the United States Coast Guard from the

reasury Department to the Navy Department; to the Com-
mittee on Interstate and Foreign Commerce.

By Mr. RAKER: A bill (H. R. 11231) defining criminal
syndicalism and sabotage, proseribing certain acts and methods
In conneection therewith and in pursuance thereof, and provid-
ing penalties and punishments therefor; to the Committee on
the Judiciary.

By Mr., JOHNSON of Mississippi: A bill (H. R, 11232)
for the enlargement, extension, and improvement of the post-
office bullding at Hattiesburg, Miss,; to the Committee on
Public Buildings and Grounds. :

LIX—46

Dy Mr. LUFKIN: A bill (H, R. 11233) to amend an act
of October 6, 1917, entitled “An act to provide for reimburse-
ment of officers, enlisted men, and others in the naval service
of the United States for properity lost or destroyed in such
service”; to the Committee on Naval Affairs.

By Mr. FESS: A bill (H. R. 11234) to amend an act
entitled “An act to regulate and improve the civil service of
the United States, approved January 16, 1883"; to the Com-
mittee on Reform in the Civil Service.

By Mr. KELLY of Pennsylvania: A bill (H. R. 11233) to
provide for aeroplane mail service between Pittsburgh, Pa.,
and Kansas City, Mo.; to the Committee on the Post Office
and Post Roads.

By Mr. BLAND of Indiana: A bill (H. R. 11236) for thc
erection of a public building at Linton, Ind.; to the Com-
mittee on Public Buildings and Grounds.

Also, a bill (H. R. 11237) to make additions, extensions,
and improvements to the post-office building at Vincennes, Ind,,
to be used for post-office and minerescue purposes; to the
Committee on Public Buildings and Grounds.

By Mr. KENDALL: Joint resolution (H. J. Res. 264) de-
claring November 11 of each year to be a national holiday;
to the Committee on the Judiciary.

By Mr. CLARK of Missouri: Resolution (H. Red. 421) to pay
six months’ salary of George Killeen, deceased, doorkeeper on
messenger roll, and $250 for funeral expenses to his daughter,
Miss Ella M. Killeen; to the Committee on Accounts.

By Mr. DALLINGER : Memorial from the Legislature of the
State of Massachusetts relative to the reported intention of the
Navy Department to discontinue certain lines of work at the
Boston Navy Yard; to the Committee on Naval Affairs.

PRIVATE BILLS AND RESOLUTIONS.

Under clause 1 of Rule XXII, private bills and resolutions
were introduced and severally referred as follows:

By Mr, ANDERSON: A bill (H. R, 11238) granting an in-
crease of pension to Lorin B. Ohlinger; to the Committee on
Pensions. -

By Mr. ANTHONY : A bill (H. R, 11239) granting an increase
Oif pepsion to Marguerite Murphy; to the Committee on Pen-
sions,

Also, a bill (H. R. 11240) granting an increase of pension to
Anton Schwarz; to the Committee on Pensions.

By Mr. ASHBROOK: A bill (H. R. 11241) granting an in-
crease of pension to L. W. Severns; to the Committee on In-
valid Pensions.

By Mr. BACHARACH : A bill (H. R. 11242) granting a pen-
sion to George A. Cooper; to the Commitiee on Pensions.

By Mr. DICKINSON of Missouri: A bill (H. R, 11243) grant-
ing a pension to Nancy C. Troupe; to the Committee on Invalid
Pensions.

Also, a bill (H. R. 11244) granting a pension to Enoch K.
Shackelford ; to the Committee on Invalid Pensions,

Also, a bill (H. R, 11245) granting a pension to Albert Shell-
horn; to the Committee on Invalid Pensions.

By Mr. FIELDS: A bill (H. R. 11246) granting a pension to
Elizabeth Burgess; o the Commiitee on Invalid Pensions.

Also, a bill (H. R. 11247) granting an increase of pension fo
Alexander Kimbrough; to the Committee on Invalid Pensions.

By Mr. HAMILL: A bill (H. R. 11248) for the relief of
Lester Cross; to the Committee on Claims.

By Mr. HICKEY : A bill (H. R. 11249) granting a pension to
Mary Jane Miller; to the Committee on Invalid Pensions.

By Mr. HOUGHTON : A bill (H. . 11250) granting a pension
to Delos Burke; to the Committee on Invalid Pensions.

Also, a bill (H. R, 11251) granting an increase of pension to
Emanuel Miller: to the Committee on Invalid Pensions.

Also, a bill (H. R. 11252) granting an inerease of pension to
Emmet Ellis; to the Committee on Invalid Pensions.

Also, a bill (H. R. 11253) granting an increase of pension fo
James L. Newbury ; to the Committee on Pensions.

Also, a bill (H. R. 11254) granting an increase of pension tv
Thaddeus B. Tannery ; to the Committee on Invalid Pensions.

By Mr. JOHNSON of South Dakota: A bill (H. R. 11255) for
the relief of the estate of Joseph F. Alitchell; to the Committee
on Claims,

By Mr. LEHLBACH : A bill (H. R, 11256) granting an in-
crease of pension to Isabella W, Williams ; to the Committee on
Invalid Pensions.

By Mr. McOULLOCH : A bill (H. R. 11257) for the relief of
the Liberty loan subscribers of the Mineral City Dank; to the
Committee on Claims,
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Also, a bill (H. R, 11258) graniing an inerease of pension to
Luther C. Reidabaugh; to the Commitiee on Invalid Pensions.

Also, 1t bill (FL 1t. 11259) granting an increase of pension to
Gariet ¥, Fewler; to the Committee on Pensions,

Also, a bill (H. IR, 11260) granting an inerease of pension to
Harper Brosiug; to the Committee on Invalid Pensions.

Also, a Lill (H. RR. 11261) granting an increase of pensicn to
Willinm A. Ernst ; to the Committee on Pensions,

By Mr. MAPIES: A bill (IH. R. 11262) granting an increase of
pension to Joseph Mason; to the Commitiee on Invalid Pensions,

By AMr. REED of New York: A bill (H. R. 11263) granting
an increase of pension to Frederick A, Hart; to the Committee
on Invalid Penslons.
~ Also, a bill (H. R. 11264) granting a pension fo Charles
Apthorp ; to the Committee on Invalid Pensions.

By Mr, SMITH of Idaho: A bill (H. R. 11265) granting a pen-
sion to Sarah R. Van Court; to the Committee on Invalid Pen-
sions,

By Mr. TAGUE: A bill (H. R. 11266) for the relief of the
employees of the Mead-Morrison Manufacturing Co., East Bos-
ton, Mass. ; to the Committee on Claims.

By Mr. TAYLOR of Tennessee: A bill (H. R. 11267) granting
a pension to Huldah Chapman; to the Committee on Invalid
Pensions, *

Also, a bill (H. R. 11268) granting a pension fo Alexander
Emory ; to the Committee on Invalid Pensions.

Also, a bill (EH. R. 11269) granting an increase of pension to
Charles Dodson; to the Committee on Pensions.

Also, a bill (H. It. 11270) granting an increase of pension to
Flora Moore; to the Committee on Invalid Pensions.

By Mr. TINCHER: A bill (H. R. 11271) granting a pension
to Adam Perry Kaufman; to the Committee on Invalid Pen-
sions,

By Mr. WARD: A bill (H. R. 11272) for the relief and reim-
bursement of Cora T. Dering; to the Committee on War Claims,

PETITIONS, ETC.

Under clause 1 of Rule XXITI, petitions and papers were laid
on the Clerk’s desk and referred as follows:

428. By Mr. CAREW : Petition of Poughkeepsie Lodge, No.
275, Benevolent and Protective Order of Elks, favoring depor-
tation of yndesirable aliens; to the Committee on Immigration
and Naturalization.

429, By Mr., CLASSON: Petition of Teddy Budlong, No. 39,
of the American Legion, pledging support to the Government in
suppressing radical elements; to the Committee on the Judiciary.

430. By Mr, EMERSON : Petition of Warren Lodge, Benevo-
lent and Protective Order of Elks, favoring deportation of
undesirable aliens; to the Committee on Immigration and
Natnralization.

431, By Mr. JOHNSTON of New York: Petition of Bay
Ridge Lodge, No. 1277, Brotherhood of Railway and Steamship
Clerks, Freight Handlers, Express and Station Employees, of
Brooklyn, N. Y., oppoging Cummins and Esch bills and favor-
ing Sims bill; to the Committee on Interstate and Foreign
Commerce.

432. By Mr. McGLENNON: Petition of Washington Camp,
No. 196, Patriotic Order Sons of America, favoring deportation
of undesirable aliens; to the Committee on Immigration and
Naturalization.

433. By Mr., MICHENER : Petition of sundry citizens of the
second congressional district of Michigan, favoring universal
military training: to the Committee on Military Affairs.

434, Also, petition of Wm. C. Stark Post, No. 97, American
Legion, favoring legislation to rid couniry of undesirable
aliens; to the Committee on Immigration and Naturalization.

435. Also, petition of the Men's Club of the Congregational
Church of Ypsilanti, Mich., favoring use of armed forces to
protect eastern Asia Minor; to the Committee on Foreign
Affairs.

436, Also, petition of Michigan Daily Newspaper Associa-
tion, opposing proposed change in zone system of second-class
postage: to the Commititee on the Post Office and Post Roads.

437. By Mr. O'CONNELL: Petition of Auto Pneumatic Action
Co., of New York, favoring Madden bill, for 1-cent postage; to
the Committee on the Post Office and Post Roads,

438. By Mr. RAKER: Petition of A. C. Hugg and others, of
Corning, Calif., favoring two-year Government control exten-
sion bill; to the Committee on Intferstate and Foreign Com-
meree,

439. Also, petition of California Fruit Exchange, Sacramento,
Calif,, urging appropriation for an experimental vineyard in
California for converting wine grapes into commercial uses; to
the Committee on Agriculture.

440, Also,petition of California Corrugated Culvert Co., of West
Berkeley, Calif., favoring House bill 6044 ; to the Committee on
Irrigation of Arid Lands.

441. Also, petition of California Automebile Trade Associa-
tion, favoring House bill 10182 ; to the Comumittee on Interstate
and Foreign Commerce.

442, Also, petition of Alturas Parlor, No. 159, Native Daugh-
ters of the Golden West, Alturas, Calif., regarding Japanese
imtllnigmtion; to the Committee on Immigration and Naturali-
zation.

443. By Mr. ROWAN : Petition of the Foreign Trade Cluob,
of San Franeisco, concerning legislation for weights and meas-
ures; to the Committee on Coinage, Weights, and Measures,

444, Also, petition of St. Paul Association Public and Busi-
ness Affairs, concerning railroad legislation; to the Committee
on Interstate and Foreign Commerce.

445, Also, petition of Poughkeepsie Lodge, No. 275, Benevolent
and Protective Order of Elks, favoring deportation of unde-
Elrable aliens; to the Committee on Immigration and Naturaliza-

on.

446. Also, petition of M. E. Upplin, of New York, favoring
recognition of the Republic of Armenia, and for relief in
Alaska ; to the Committee on Foreign Affairs.

447. By Mr. STINESS : Petition of Slocum Post, No. 10, Rhode
Island Department, Grand Army of the Republic, urging pas-
sage of Fuller pension bill, H. R. 9360; to the Committee on
Invalid Pensions.

48, By Mr. TILSON: Petition of West End Association, of
New Haven, Conn., favoring House bill 10650 ; to the Committee
on the Judiciary. -

440. By Mr. VAILE: Petition of ihe Denver Retail Grocers
and Meat Dealers' Association, of Denver, Colo., opposing House
bill 9038 ; to the Committee on Ways and Means.

450. By Mr. WARD : Petition signed by Rev. Robert H. Kelley
aml other pastors and eitizens of Liberty, N. Y., urging that
rellef be extended to the Jewish people in the Ukraine; to the
Committee on Foreign Affairs. 5

451. By Mr. YATES: Petition of Champaign-Urbana Typo-
graphical Union No. 444, Champaign, Ill., urging that Congress
take such steps as may immediately end the differences be-
tween the operators and miners, the miners’ demands may be
equitably settled, the mines opened, the miners given a fair
and honest wage, the operators a reasonable profit, and the
public a square deal; to the Committee on Mines uand
Mining,

452, Also, petition of A, W. Williams, Quincy, IIL, reeiting
that the Cummins bill appears to take away from such roads
as earned more than a stipulated percentage on their real
value & substantial proportion of the excess, and urging that a
law of this kind if applied to business generally would be very
disastrous; to the Committee on Interstate and Foreign Com-
merce.

453. Also, petition of Dr. T. J. Dunn and AMrs. Anna Dunn,
Dieterich, Ill, reciting that the Cummins bill, if enacted into
law, would end all railroad enterprise; to the Commitfee on
Interstate and Foreign Commerce.

SENATE.

Wepxespay, December 17, 1919,
{ Legislative day of Tuesday, December 16, 1519.)

The Senate met at 11 o’clock a. m., on the expiration of the
TeCess,

Mr. CURTIS. Mr. President, I suggest the absence of a
quorum.

The VICE PRESIDENT. The Secretary will call the roll

The Secretary called the roll, and the following Senators an-

swered to their names:
L]

Ball Hale McKellar - Simmens
Bankhead Harris MeLean Smith, Ga.
Calder Harrison MeNary Smith, M.
Capper Henderson Moses Smith, 8. C.
Colt Hitcheack Nelson Bmoot
Cuiberson Jobnson, 8. Dak. New Sterling
Cummins Jomes, N. Mex, Newberry Sutherland
Curtis Jones, Wash. Norris Thomas
Dinl Kelloaf N t Townsend
Edge Kendrick Overmin Trammell

g 8 Keyes Pa Walsh, Mass,
Fletcher King Phipps Walsh, Mont
France Kirby Poindexter Warren
Frelinghuysen Knox Pomerene Watson
Gay _La Follette Ransdell Wolcott
Gerry Lenroot Sheppard

Gronna MeCormick Sherman
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