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PREFACE.

Tariff hearings were begun on July 25, 1921, pursuant to the
following notice:
UNsTEDp STATES SENATE,
CouMITTEE ON FINANCE,
July 22, 1921,

The Committee on Finance will hold public hearinzs relative to the tariff at Wash.
ington, D. C., beginning Monday, July 25, 1921. ’

t is the purpoge of the committee to hear first the proponents and opponents of the
American valuation plan. )

The committee expects first to hear members of the Tariff Commission and certain
special agents of the New York customs office with respect to this plan upon Monday
and Tuesday next.

The committee expects to close the hearings upon the American valuation plan by
Thursday next and then to take up the several schedulesin order. .

Notices will be sent to all applicants for hearings as early aa possible, advising them
when they can be heard.

In order to avoid.duplication of argl:ments and suggestions it is requested that
persons desiring to present the same character of information relative to any tariff
item airee upon one representative to present their views.

The hearings will be conducted in room 312 of the Senate Office Building. Sessions
will be held each day from 10.30 a. m. to 12 noon and from 2.30 p. m. to § g m.

It is desired that witnesses endeavor to prepare their statements in such form that
their presentation will not require more than 30 minutes.

Persons wishing to be heard should, if possible, apply to the clerk of the committee,
prior to the date set for the hearings, for an assignment of time. In makingsuch appli-
cation the following information should be given: Name, business address, temporary
addressin Washington, business or occupation, the Person, firm, corporation, or asso-
ciation represented, and the item and paragraph of the tariff bill (H. R. 7456) con-

cerning which testimony will be given.

All briefs and other papers filed with the committee should have indorsed on them
the item and paragraph of the tariff bill (H. R. 7456) to which they relate, and the
nameand address of the person submitting them, his business or occupation, the name
of the person, firm, corporation, or association whom he represents.

Boies PeNrosg, Chairman,

The hearings were continued to and including August 31, 1921,
Because of the unsettled and continually changing world conditions
and the great length of time required to complete the tariff bill,
it was decided to put the internal-revenue legislation ahead of the
tariff bill. The tariff hearings were, therelore, postponed, and
resumed November 3, 1921, and compfeted January 9, 1922,

The stenographic minutes of each day's proceedings were first
printed in_preliminary form in 58 parts. Copies were sent to each
witness with the request that he make necessary corrections for
clearness in his statement and return the revised copy to the clerk.
Such corrections have been observed in preparing the revised edition
of the hearings. In this edition the chrono ?ca order of the state-
ments has been disreﬁarded (oxcept that of Americap Valuation and
Dyes Embargo, Vol. I) and the oral testimony and the papens filed
on each subject have been grouped and arranged, as nearly as
practicable, according’to the paragraphs of the tariff bill as it

passed the House.
m
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The revised hearings were first indexed and printed in separate
volumes, each containing only the testlmoanlv relative to a particular
schedule. Three additional volumes were also printed, one contain-
ing the testimony relative to the American valuation plan, one the
testimony relative to the dyes embargo, and the other that relative
to the special and administrative provisions of the tariff bill and testi-
mony relative to certain paragraphs that was taken too late for incor-
poration in .the proper volume.

The hearings are here consolidated in 8 volumes (each indexed
by name and subject), including a general index, arranged asfollows:

CONTENTS OF VOLUMES.,

VoruMe I: Page.
American Valuation.............. vreancnnaases censerescavesanenes 1-342
Dyea Embargo.......... P © } S

VorLuue II:

Schedule 1. Chemicsls, Qils, and Paints......... terrssscancneseass T77-1344

Schedule 2. Earths, Earthenware, and Glassware. .....cccceeeeea.. 1345-1605
Vorume III: .
chedule 3. Metalsand Manufactures of.....cecevevennracncacenass 1607-2101
Schedule 4. Wood and Manufacturesof........... teesceracescnsses 2103-2172
Schedule 5. Sugar, Molasses, and Manufactures of.......ccee.. ceeee 2173-2417
Schedule 6. Tobacco and Manufacturesof....... ceeccecssascsssenss 2419-2554
Voruxe 1V: . ..
edule 7. Agricultural Products and Provisions........cc.c0..... 2555-3209
Schedule 8. Spirits, Wines, and Other Beverages....ccceasusese... =301-3302
VoLuMe V: :
Schedule 9. Cotton Manufactures..........ccecieenecanes eescenenss 3303-3441
Schedule 10. Flax, Hemp, and Jute, and Manufacturesof........... 3443-3523
Schedule 11. Wool and Manufactures of........ tessscscsansesnscenss 3525-3766
Schedule 12. Silk and Silk Go0d8...ceveeearieavecscrcacsscnsesass. 3767-3869
Schedule 13. Papersand Books......cccevieraenirieccancneanesas.. 3871-3982
Schedule 14, Sundries. . cececreciccccsececsscanrcsnsssssanaasseess 39834365
Vorune VI:
Froo List. .. cevcveecrescrenascsaducscancaseancasasascassnnnssassss 4367-5059
Vorume VII:
Special Provisions. ...ccvseesescseacceassnccecnestsnsasscsncnassas 5061
Administrative Provisions....c.ececeaecsscssscscsssscssacscsassasss 51015113
ADPendiX..ciieeiesnreeesrancsanasnssosencssssasnncsnssasssassesss 0116-5420
Vowuxe VIIl:
General Index.




' SoHEDULE 1.
CHEMICALS, OILS, AND PAINTS.

OHEMICALS IN GENERAL.

STATEMENT OF HENRY HOWARD, REPRESENTING MANUFACTUR-
ING CHEMISTS' ASSOCIATION OF THE UNITED STATES; OH
MAN GRASSELLI CHEMICAL CO., CLEVELAND, OHIO, .

The CHAIRMAN. You reside in Cleveland?

Mr, Howarp, Yes, sir.

The CHAIRMAN, ﬁormerly in Boston?

Mr, Howaro, Yes, sir.

The CratRMAN. What concern do you represent personally?

Mr. Howarp. I represent the Grasselli Chemical Co.

The CHAIRMAN. What line of products do they make specially?

Mr. Howarn. Heavy chemicals, intermediates, and dyes.

Senator Reep. I did not understand the answer.

Mr. Howarn. Heavy chemicals, intermediates, and dyes.

The CrarmMan. Will you go on in your own way and state your
views concerning this schedule in the bill that comes over to the
Senate from the House of Representatives?

. Mr.Howaro. It is hardly necessary to remind you of the tremendous
importance that a highly developed chemical industry bears to the
ggsperlty of the country. Its relative development is, perhaps, the
t index of the progress of civilization in a country. Its high devel-
- opment is always accompanied by a utilization of waste products and
building up and creation of new products and new industries that in
many cases never existed before, all of which in the aggregate adds
enormously to the wealth, prosperity, and happiness of the people.
But we must not forget that development of this sort is predicated
on continued systematic research carried out at great expense by the
most highly trained experts obtainable, and this sort of work is
only possible when the industry is in a prosperous.condition, because
it generally requires a number of years before any adequate cash
return is realized on the large sums spent on chemical research and
development work. .

The importance of a large, well-developed industry in acids, alkalis,
and coal-tar dyes in any preparedness program is so familiar to-day
at the end of the war that reiteration would be unnecessary. .

In this brief we shall deal only with the features of the tariff
which have Fenera] a?[;lication to all our members. . )

This.brief will be followed by briefs of our members dealing with
the products and the para%iaphs in Schedule 1—Chemicals, oils, and
paints, in which they are directly interested.

77



18 TARIFF HEARINGS,

We wish particularly to call your attention to the importance of
a proper differential between the rates on raw materials and the rates
on products made therefrom; in some instances this has apparently
been overlooked in H. R, 7456. If we might suggest, this could be
referred to your committee’s chemical expert.

When our members filed their briefs with the Ways and Means
Committee on January 6, 1921, they asked for the lowest rates which
they felt would prove adequate. Subsequent events have proved,
however, that in a number of instances they were entirely too low.

Speclﬁo instances supported by facts and figures will be furnished
you by some of our members.

Without entering into arguments regarding protection for the
coal-tar chemical and dye industries—our newest American chemi-
cal development—we urge the fostering of their growth through
gropor control of foreign competition, as well as by tariff legisla-

ion,

First. The rates must be sufficient to protect American labor—
this is fundamental, and is especially urgent at the present time, be-,
cause we are not only confronted with the problems of protection
for new industries, developed as a result of the war, but also with the
task of adequately protecting our highly paid Anierican labor in
established industries from ruinous competition with cheap European
labor resulting from the combination of the vast armies of unem-
ployed European labor and the badly depreciated European ciir-
rency.

The problem in its present form is really not alone one of depre-
ciated foreign currency or of low foreign exchange—but low Wa{;ges.
. I am going to quote a prediction we made in our brief to the Ways
. and Means Committee on January 6 last, which has already come
true:

German currency and German exchange are at about one-eighteenth their old
par value. If German wages were now eighteen times as high in paper marks as
they were before the war in gold marks, the low exchange rate and depreciated
currency would present little concern for us, But German wages have risen on
the average only seven or eight fold in their currency, according to information
sent the last of November, 1920, to the national industrial conference board by
its investigator In Germany, and so on, when the barrlers shall be down again
and trade resumed; if Germany can send her goods to America at the old prices
in @ollars and get elghteen times as much for them in paper marks as formerly,
and produce these goods by paying only seven to elght times as much' in wages,
it is manifest that what was already cheap German labor before the war has
become, roughly, twice as cheap now.

That the foreﬁoing prediction has been literally fulfilled is evi-
denced by our idle workmen, factories shut down, and German goods
offered everywhere for sale.

Tariff rates should not be lElaced so high that they will prohibit
importation. The tariff should act in general both-as an adequate
protection to American labor and industry and as a source of revenue
to the Government. There are, of course, important exceptions to
this rule, as, for instance, when public policy demands the ui)buildinﬁ
of an infant industry such as the dye industry, the reasons for whic
are too well known to you to need repetition. ‘

We do not believe there can be any intelligent rates unless they
are based on American valuation, For reasons, see our brief and

Lol



CHEMICALS, OILS, AND PAINTS. M9

testimony on this subject given you at the hearing on July 27, 1921,
on American valuation.

If, however, American valuation is not adopted, it is, of course,
perfectly obvious that all the ad valorem rates in House bill 7456
are entirely inadequate.

The importance of medicinal and miscellaneous technical chemi-
cals is strongly emphasized as beinﬁ a very important branch of
the chemical industry, viewed from the standpoint of the welfare of
the Nation.

This industry embodies a large, varied, and continuous production
of every and all kinds of medicinal supplies. The industry is of
vital importance to the health of the Nation at all times; there must
be a complete and comprehensive supply at all times of the normal
medicinal requirements, and particularly in time of epidemic, plague,
and catastrophe, such as the country witnessed from time to time.
It is plain that the maintenance of this industry should be fostered
to the utmost within the borders of the United States.

The industry is of great necessity to the country in ime of emer-
gency, and we urge that due consideration be accorded to its needs.

We believe that wherever it is possible'specific rates should be
used in place of ad valorem, thereby gilreatly simplifying the adminis-
tration of the act. It is important, however, in many cases to pro-
vide two or more specific rates to cover different qualities; for in-
stance, paragraph 73 of the 1909 act provided: Sulphide of soda,
containing not more than 35 per cent of sulphide of soda, three-
eighths of 1 cent per pound; sulphide of soda concentrated, or con-
taining more than 35 per cent of sulphide of soda, three-fourths of
1 cent per pound. In the act of 1913 this dual classification was
abandoned and a flat rate of one-fourth of 1 cent per pound substi-
tuted, with the result that only the concentrated product, 1 pound
of which was equal to 2 pounds of the crystals, was imported at a
rate designed for the crystal or unconcentrated variety. This con-
crete instance is given as being typical of a great many and shows
the advisability of providing two or more specific rates in all cases
where it is possible to substitute a more concentrated or more valuable

roduct for the one in common use at the time the tariff is written,
Vithout passing on the adequacy of the rate named, we note with
approval that this condition as to sulphide of soda has been corrected
in H. R. 7456, and we strongly urge that this principle be followed
in every case where it is possible. In some cases better results are
obtained by the combination of specific and ad valorem rates,

Since our brief of January 6, submitted to the Ways and Means
Committee, was drawn up, the conditions predicted at that.time have
actually come to pass. The depreciated foreign currency and the low
labor scales abroad, and the ratio that obtains between them have
worked the unavoidable result. To-day scores of chemical products
are being imported at prices which make American competition im-
possible.” Production here has consequently been curtailed or en-
tin‘g‘lrv suspended. . S

e would emphasize, too, that we are only at the inception of this
import movement of chemicals. Coaditions abroad, particularly in
Germany, have retarded the inevitable struggle for chemical su-
premacy, but we may expect from now on a continuous and sys-



780 TARIFF HEABINGS.

tematic attack on the American chemical market. Weo have no hesi-
tation in saying that the situation is worse than our fears antici-
pated in January last, and we pray your committce to save the
American chemical mcfustry from a threatened disaster which can
not now be measured.

If there are no questions, Mr, Chairman, I would like to call on
the first witness.

a Senattor Reep, I would like to ask some questions, if the chairman
oes not.

The Crairman, No; I have none, Senator Reed.

Senator Reeo. Is the chemical industry drawn together in any
one association?

Mr. Howarp. There are two associations at the present time—the
Manufacturing Chemists’ Association of the United States, which
represents primarily heavy chemicals and medicinal technical
chemicals, and the American Dyes Institute, which has specialized
particular%t on the dyes end.

Senator Reep. What is the second onet

Mr. Howarp. The American Dyes Institute, which is concerned
solely with the dyes and intermediates from which they are made.

Senator Reep. 1 notice from this that the officers of the Manufac-
turing Chemists’ Association are printed, but I see that Dr. Charles
L. Reese, of E. I. du Pont de Nemours & Co., is the president.

Mr, Howarp, Yes, .

Senator Reep, And the other officials I will not take the time to call
attention to, except in a few instances. I notice the Armour Fertil-
izer Works, Chicago; they are a member also?

Mr. Howarp, They are members.

Senator Reep. They make chemicals?

Mr. Howaro. They make some chemicals, yes; a limited line.

Senator Reep. Chemicals such as the du Pont Co, make?

Mr. Howarp, The du Pont Co. make in one of their plants a
ﬁ‘eneral line of heavy chemicals, acids, and salts, such as alums, etc.
.Those are the things that bring them into our association.

Senator Reep. Is that a byproduct which results from the proc-
esses of the manufacture of powder?

Mr, Howarpo. No, sir.

Senator Reep. Why is it, then? How do they happen to be in
the chemical - business?

Mr. Howarp. Because one of their plants is in the business of
producing heavy chemicals.

Senator Reep. But it produces them for use in the manufacture
of explosives, merely, does it not?

Mr. Howarp, No; in that plant that I am speaking of—that is a

lant which is in the general business of manufacturing heavy chem-
1cals such as alum, glauber salt, sulphuric, muriatic, and nitric acids.

Senator Reep, Those acids are used in the production of explo-
sives, are they not? . .

Mr, Howarp. Yes; but from that particular plant I do not think
tlLey use any. I think in most cases their acids are produced in
plants adjoining their explosives plants. ‘

Senator Reen, You do not thick that the du Pont people could
get along at all without an increase in this tariff ?

Mr, Howarp. Which things are you speaking of?
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Senator Reep, Well, this du Poni Chemical Co.—this du Pont de
Nemours & Co.—you do not think they could struggle along with-
out any additional tariff? .

Mr. Howaro. I think they could struggle along by turning their
‘l))us.iness into an importing business instead of a manufacturing

usiness.

Senator Reep. You do not think they could continue to manu-
facture?

Mr. Howarp. No; in a great number of instances.

Senator Reep. But do you really know about it? )

Mr. Howaro. I have been in the chemical manufacturing business
myself all my life.

Senator Reep. Do you know what their profits were last year?

Mpr. Howarb. No, sir, ‘ :

Senator REep. You expressed some qualified opinion that they can
not get along. Do you know whether they made very enormous
profits last year?

Mr. Howarp. I do not know what their profits were last year, and
I did not express an unqualified opinion.

Senator Reep. Do you know what the profits last year of the
Semet-Solvay Co., of Syracuse, N. Y., were, of which Mr. H, H. S.
Handy is one of the vice presidents of your association?

Mr. Howarp. I am not familiar with the profits of any of those
companies on the list.

Senator Reep. You do not know? You can not state, then, but
that gsome of these companies on the list made enormous profits last
year

Mr. Howaro. It is probable that nearly every industry in this
country made good profits last year before the German competition
came into effect.

Senator Satcor. You mean for 1920 or 1919, Senator?

) Sfé\;ltor Reep. I mean last year; the year of 1920. We are now
in .

Now, do you know anything about the profits of any of these
companies during the year 1921, as far as it has gone?

Mr. Howarp. I know that in a great many of the companies the
profits have been so low that they have had to pass dividends and
reduce dividends this year.

Senator Reep. Tell us the names of those companies. You say
there are a great many of them. You have got your brief before you.
Tell me the names of the companies whose profits have been small,
if you know the ones that have made small profits. Why did they
not make large profits? o

Mr. Howarp. I could not give you the specific instances of those
who passed the dividends. .

Senator Reep. No. You can not be absolutely sure any of them
have passed dividends who are named on this list?

Mr. Howarp. I could make some inquiries and bring the informa-
tion back to you. .

Senator Reep, I am asking about what you know.

Mr. Howarp. No, sir. ..

Senator Reep, If JO“ have to make the inquiries, then, of course,
those 'inquiries could not be the basis of testimony you have already
given
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Mr. Howarp. It is a matter of common knowledge that companies
are passing dividends to-day.

Senator Reep. Did you ever hear of anyone who was not in the
chemical industries who passed dividends in the last six months?

Mr. Howarp. I have just said that was all along the line.

Senator Reep. In everything?

Mr. Howaro. In everything.

Senator -Reep. Have you heard about the farmers being compelled
to sell their stuff at a loss—some vague and indefinite rumors,
maybef If not, I refer you to.the Senator from North Dakota for
that information.

Mr. Howarp. Yes.

Senator Reep. Have you heard about the wages going down, mov-
ing piciure shows having to close up, theaters running at losses?

Ir. Howarp. Yes.

Senator Reep. These concerns that are purely domestic having to
cut their profits and sometimes run at losses?

Mr. Howarp, That is a natural result of men being thrown out of
employment.

enator Reep. That is the natural result of war, ig it not?

Mr. Howarp. It is the natural result of conditions resulting from
war,

S;znator Reep. Yes. It is true in every country in the world, is it
-not .
Mr. Howarp. I do not think it is true in Germany to-day, from
my latest information.

Senator Reep. You do not?

Mr. Howagrp, No, sir.

Senator Reep. That is the first good news I have heard from
Gen;mny in a long time. You think every German is employed
now

Mr. Howarp. Pretty much.

Senator Reep. At what kind of wages?

Mr. Howarp. At wages that in his country gives him fairly decent
living conditions,

Senator Reep, Do they? Then this money that he gets eight times
as much of in volume as he used to get does purchase for him
in his own countﬁ' enough to put him in a good condition?

Mr. Howarp. Moderately comfortable condition.

Senator Reep. Then, as a matter of fact, that money—no matter
what its value may be when transmuted into gold—does have a better

urchasing value than one-eighteenth than when if is used by the
erman workmen ; that is true?

Mr. Howarp. Decidedly better; yes.

Senator REep. So that, as a matter of fact, this German workman
is getting, when we get down to the practical end of it, more than
one-eighteenth of his former wages, measured in the purchasing
power of those wages? . .. .

Mr. Howaro. I should say so. That is the djs(iuletmg thing about
the whole situation, that the Germans were able to go ghead and
manufacture and undersell everibodér else all over the world.

Senator Reep. We have had that German scare now for about six
years, and I am getting so I am not impressed by it.
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Mr. Howarp. It has only materialized in the last six months
actually here.

Senator Reep. Is the German workman as well off to-day as he
was before the war in the matter of wages, counting it now in what
‘the wages will get him? _ .

Mr. Howarp. I really do not know enough about the details to
answer that question. . . .

Senator Reep. You have been testifying to this committes in re-
gard to conditions of German labor. Now, do you know about it,
-or do you not?

Mr. Howarp, I know what I have said. .

Senator Reep, But you do not know whether this money which
you have already stated hus a purchasing power in Germany very
much greater than one-eighteenth of its face value, when- turned
over to the German workman leaves him in as good condition as he
‘was before the war? Answer that.

Mr. Howaro. I think perhaps if you would let me tell you of some
information——

Senator Reep (interposing). I wish you would just answer that
question, if you can?

{Thereupon, at the request of Senator Reed, the stenographer
read the pending uestiofl(.l)

Mr. Howaro. I have not received enough detailed information to
say whether it leaves him in as good, better, or a worse condition.

Senator Reep. What has been the importation of chemicals from
gem;any; whrt were they last month, that is, during the month of

une

Mr. Howarp. I do not carry statistics in my head; I would have
to look that up.

Senator Reep. You could not, then, answer with reference to any
months or any particular years?

Mr. Howarp. Absolutely not.
thSer‘}ator Reep. Have yon the figures available where you can get
hem

Mr. Howarp. I have no doubt the Government figures are avail-
able. I have no doubt Senator Smoot could produce those figures,
-could you not? .

Senator Symoor. Yes; any member of the committee could get them,

Senator Reep. Are you prepared to say that the importations are
greater now on the average than they were before the war?

Mr. Howaro. I would not be prepared to make any statements of
that sort without looking it up.

. Senator Reep. You have just told the committeo that this great
influx of German dyes has driven the American workman out of
-employment, and now you tell us you do not know what the importa-
tions are, and you do not know whether they are greater or less than
they were before the war? ~

Mr. Howaro. I would not want to make a statement of that sort
without consulting with the facts.

Senator Smoor. We made very few dyes before the war, Senator.

Senator Reep. Very well. How many men are engaged now in
making dyes in the United States? )
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Mr. Howarp. I really could not tell you on that subject, and I
would also like to remind you——

Senator Reep mtex})osnng). You are engaged in manufacturing
chemicals in the United States?

Mr, Howarpo. I would also like to remind you that we are not
taking up the question of dyes in our brief.

Senator Reep. Dyes are made from chemicals, are they not?

My, Howarp. Yes, . ) -

Senator Reep. How many men are engaged in the business of
making chemicals?

Mr, Howarp. I think those are figures which I would have to ask
you to go to the same source to find out.

Senator Reep. You do not know how many men are engaged in
that business? Can you tell me how many men have been turned out
of employment, if you can not tell me how many men were in the
business? .

Mr. Howarp. I can not tell Kou how many, but in a general way
I can tell you the percentage that I think is pretty constant—about
50 per cent. The chemical business as n whole is running a little
better than the iron and steel business. The iron and steel business
is down to around 25 per cent. I think the chemical business is
around 40 or 50 per cent.

Senator Reep, Do you know anything about the importations of
iron and steel into this country? Has that been sufficient to drive
this 76 l_pier cent of men out of employment?

Mr. Howaro. I have, as I told you before, no detailed knowledge
ﬁf %tatistics. I never make it a point of carrying statistics in my

ead.

Senator Reep, I do not want to ask unpleasant questions, and I
am not going to ask it in an unpleasant way, but getting right down
to brass tacks, the chemical industry has suffered a depression and
you assume that that depression comes from an influx of German
chemicals, without being able to tell us that any more German chemi-
cals have come in; and you tell us that the steel industry has suffered
much more, and you do not know how much more steel has come in,
A3z a matter of fact, there is a general business depression in the
United States, and you assume, as to the business in which you are
interested, that that is caused by an influx of German chemicals and
you do not know how much that influx has been, and hence you do
not know anything about it.

Mr. Howarp, Well, I know that, I have no question but that the
starting up of the industries in Germany and in Europe—not merel
onr enemies over there, but the Allies also—is having a natural effect.
Part of it is due to the decrease in our own exports.

Senator Reep. Of course, part of it is due to the decrease in our
exﬁ)rts. A vory large part of it, too, is it not?

r. Howarp, Not a very large part; I do not know how large a
art.
P Senator Reep. Oh, yes; our exports have fallen off from about
seven billion to about three or four billion, and that produces a great
result in the amount of employment in this country, does it not
Mr. Howarp. Yes,
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Senator Reep. The first point that you make in this brief as to
why you ought to have a higher tariff than has been mentioned
yet is wages. You want to protect the American iaborer

Mr. Howarp. Exactly.

. Senator Reep. That is really the thing thatis nearest to your heart,
is it not; the labort

Mr. Howarp. I would say that, in a general way, it was, because
the amount of wages that the laborer gets re;')’resents his purchasing
power, and taking it by and large through the whole country there
18 noti)ing that affects prosperity as much as having industry in
shtépe to paﬁ good_ wages to everybody.

enator REED. You are interested in good wages because good
wages will bring business proéperit all the time. Do you think
there is made or raised in the United States anything that can com-
pete abroad ? ) )

Mr, Howarp. With the poor wages over there? No.

Senator Reep. No; just competes abroad. You have got to make
something. Now, do you think there is anything that is made or
raised in the United States than can compete abroad?

Mr. Howaro. Cotton. :

" Sena;tor Reep. The cotton man had to pay increased wages, did
e not .

Mr. Howarp. They can not raise cotton that equals ours abroad;
that is one of the reasons. . . .

Senator Reep. Well, but the cotton man raising his cotton had to
pa{fhi h wages, did he not? ’

r. Howarp, Yes,

Senator Reep. And now he has got to sell that cotton on the broken
market of Europe, and cotton has gone down from 28 or 30 cents to
8 or 9 cents? .

Mr, Howarp. Yes.

Senator Reep. Do you think that we can raise American cotton
and pay American wages and sell it abroad?

Mr. Howarp., Well, we are doing it.

Senator Reep. We are doing it; of course, we are selling it. We
are selling it at these greatly reduced prices. Have you reduced
your chemicals in proportion to the price cotton has gone down, 300
per cent or such a matter? .

Mr, Howarp. We never put the price up to anything like the point
cotton went up.

Senator Reep, Oh, let us see. You did put your prices up just as
other things went up in this country, did you nott

Mr, Howarp, Take sulphuric acid, which was selling in a whole-
sale way before the war at about $17 a ton, 66 acid.
tbSenatc:;r Reep. What did you sell it to the Government for during

e war

Mr, Howarp, From 25 to 28. .

Senator Reep. And the Government regulated it, too, somewhat,
did they notf ‘ ) .

Mr. Howarp. Twenty-five to 28 was the price during the war.

Senator DrLLiNoEAM. Let the witness complete his statement, I
was interested in what he was going to say about sulphuric acid as
an illustration. _
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Mr, Howarp, At no time, as far as I remember—
Senator Reep émtewosing). Is that the only thing you can think:
of, sulphuric acid? What about the rest of the chemicals? -

r. Howarp. Sulphuric acid was perhaps the most important and"

the largest in tonnage of all the chemicals used; it was the basis for
the manufacture of explosives.

.Sde'nator Rerp. Can you think of something else than sulphuric
aci

Senator DiLraNoray, I submit that the witness should be allowed
to answer a question and to continue hin statement.

Senator Reep. Just as soon as the witness has answered—1I intend
to let him answer—I had asked the witness a specific question, and.
he had answered it, and I was proceeding. But I have no objection
to his going on. .

The CHARMAN, The witness ought to be permitted, I think, to-

proceed.

Senator Reep. Undoubtedly, if the witness will answer a question.
I thought he had answered my questio., and I was asking another.
But I am 1.’:ex't‘ect,llpl(l willing he should continue his answer.

Mr. Howaro. The price is approximately as low now as it was
before the war.

Senator Reep. How much is it to-day?

Mr. Howaeo. I should have to ask one of the men in the sellin
degartment of some company to answer that. )

enator Rezp. How much was the tarift on it before the war?

Mr, Howaro. I think it was on the free list.

Senator Reeo. What is it now?

Mr. Howarp. I think it is on the free list.

Senator Reep. What other chemical, now, went up?

Mr. Howaro. Nitric acid.
thSenat;c;r Reep. All right. What wag nitric acid selling for during

@ War

Mr. Howarp. Dr. Reese. can you give those figures?

g)r. Reese. Nitric acid price is aflected by the cost of nitrate of
scda,

Senator Reep, What was it selling for, do you know?

Mr. Hawaro. If you will put down those questions, I would be
very glad to look lfl}p the data and lgive you the answers, but I could
not answer them ofthand, because 1 am not in the selling end of the

business.

Senator Reep. I suppose the chemical business—using that broad’

term and process covers an infinite variety of articles, but suppose
that you take—

Mr. Howarp (interposing). I can say this in reference to the
heavy chemical business: Durinﬁ the war I think it probably in-
creased its prices less than any other business, almost, in the country.
I think that is a fair statement.

Se?nator Reep. Whit do you include in the heavy chemical busi-
ness :

Mr, Howarp. Such as sulphuric acid, muriatic_acid, nitric_acid,
soda salts, alkalis, soda ash, caustic sods, bisulphite of soda, hypo-
sulphite of soda; things of that kind. L

enator Reen. Will you just take what you térm, not only in your
+ answer,.but in the other items that may occur to you of the heavy
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chemicals, and give me the prices before the war? Give me the apex of
the prices during the war, and give us the present prices; and while
you are at that, give us in each instance in this table the importa-
tions before the war, the importations during the war, and the im-
portations that are coming in the last two or three months,

Mr. Howarp, I should be very glad to put that in the record.
That is what you mean$ .

Senator Reep, Yes. But I would like to have it here before you
leave the room finally. You can get it this afternoon or to-morrow,
I am sure. They are not hard to get. ‘

Mr. Howarp. I was planning to return to Cleveland to-night.
Would it not be satisfactory if I send it L

Senator Reep. I will not ask it to-day. I want to follow this line
X was on a few moments ago, whether there is anything in this coun-
try that does not have to compete with foreign wages.” When wheat
is raised on the American farm, it is raised at the prices paid for
labor,?which is higher than the price paid for labor in Europe, is
it not

Mr. Howarp. Yes: Whether the price per bushel is higher or
not, I am not a farmer and could not answer. But I have always
understood that we had more labor-saving appliances than is gen-
erally the case abroad. ) .

Senator Reep. Speaking of labor-saving appliances, they have got
some labor-saving appliances in manufacturing establishments.
You employ labor-saving devices in all manufacturing processes,

do_you nott . - .
B Mr, }?Iowum. Certainly, but you asked me how it compared with
urope
Senator Reep. Yes, -

Mr, Howarp. I do not know whether the difference in cost of

" labor is not more than-offset by the conditions of agriculture in this

rl

country as compared with Europe.

Senator Rezp. We will come back to that in a short time. Let us
take one thing at a time. You spoke about labor-saving devices on
the farms. Do they have farm machinery in Europe?

Mr. Howaro. I understand they do, but I question whether to any
such extent as we have it here. . :

Senator Reep. And you have labor-saving devices in your fac-
tories, all of them the very latest, do you not

Mr, Howarp, Oh, more or less; it varies from factory to factory.

Senator Reep. Do you have some of them that are not up to date?

Mr. Howarp. No doubt.

Senator Reep. You want protection on inefficient machinery$

My, Howarp. No.

Senator Reep. You spoke about the more fertile soil of America.
Of course, we know all about that in a general way, but as a matter
of fact theg' raise a good deal more wheattjper acre in the wheat-raising
districts of Europe than they do in the United States?

Mr. Howaro. I think I have seen such statistics, by the use of very
large quantities of fertilizers. :

Senator Reep. Yes; of course. So you think that when you come
down to the farmer, he does not need any protection because he has
so many natural advantages, and the manufacturing business does
not have any in this country?
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Mr. Howaro. I have never said any such thing. I believe that in-
dustry in this country needs protection, and I have not stood in an
posgxcczl_), and never would, that my business is the only one that needs
protection,

. Senator Reep. When you say “industry,” do you not include farm-

1
miir. Howarp. I would include farming.

Senator Reep. We can not compete with Europe in farming, then,
wnthou]l’:iprotection? )

b Mr"t oward. I do not know. But I say if it needs it, it ought to
ave it, :

Senator Reep, If we can not compete in manufacturing because
of the wages in each instance, how are we going to make anything
to sell abroad at all?

Mr. Howarp. By getting things on a quantity production, and by
efficient methods, reducing cost. I would point to the Ford auto-
mobile as an instance.

Senator Reep. If we get things on a quantity production and
introduce efficiency, then we can compete?

Mr. Howarp. Certainly, in some cases we can compete.

Senator Reen, We can sell abroad. Do you want a tariff on those
thlbr}gs on which we can compete abroad$

r. Howaro, I think,we ought to have a tariff, as a general thing;

yes. .

Senator Reep. On those things that we are going to sell abroad,
do you want a ariff on them? .

Mr. Howarp. I should want to see each particular question taken
up 3:1 tits merits. I would not want to make any blanket statement
on that. .

Senator Reep, Then, assuming that we can manufacture and sell
&Etr'ml!d ?or pruduce and sell abroad, do you want a tariff on those
articles :

Mr. Howarp. Why, if we are producing—if our production cost
is chﬁgper here than it is abroad, I would not think a tariff meant
anything.

enator Reep. I am not asking that. I am asking you if you take
the position that there should be a tariff upon those articles which
we can produce and sell abroad?

Mr. Howarp. Yes; in that case I should have a revenue tariff,

Senator Reep. Let us leave the question of revenue out. Do you
want a protective tariff?

Mr, Howaro. No; not in such a case.

Senator Reev, Then, if there are articles that we do produce and
do_sell abroad, they do not need any protection?

Mr, Howarp. I should not be willing to make that as a blanket
statement. I say each question must be discussed on its merits.

Senator Reep, You are so much of a protectionist that you are
not willing to say that if we can make a thing in the United States
and sell it abroad in competition with the world, that that article
still should not have protection? }

- Mr. Howago. I would not want to make a statement of that kind
without knowing what the facts were.

Senator Reep, I have assumed the facts.
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Mr. Howaro. Well, there might be some other facts that you have
not mentioned.

Senator Reep, What about the other facts?

Mr. Howanro. I do not know.

Senator Reep. I will not pursue that further. Do you believe
that an article that can be sold abroad in competition with the world
needs protection in America_against foreign products?

Mr. Howarp. I can imagine that there would be cases where it
would need it.

Senator Reen, Why?

Mr. Howaro. To prevent dumping over here.

Senator Reep, That is the only thing you can think of?

Mr. Howarp. To prevent methods of unfair competition.

Senator Reep. But if unfair competition could be employed in our
markets, it could be employed against us abroad at the same time,
could it not?

Mr. Howarb. It could, but might not be.

Senator Reep. You really want it so that the American manufac-
turer can sell in America on a high level and then dump his surplus

in Eurﬁpe?

Mr. Howarp. I think that is probably a desirable thing to have.

Senator Reep. Undoubtedly. I thought so.

Mr. Howarp. And I think it is the way it is generally tried to carry
it out abroad, also.

Senator Reep. That is to say, the American people must have a
tax levied upon everything that we consume in order that the manu-
facturer can sell to them at a high price and sell abroad at a low

rice.
P Mr. Howarp. These conditions carried out to a reasonable extent
make for the prosperity of the American people by enabling us to
pag high wages.
enator Reep. And, carried out to a reasonable extent, you mean
carried out far enough so that the American manufacturer makes a
good, fat profit here——

Mr. Howarp. Makes a fair profit. Internal competition will pre-
vent his making too big a profit.

Senator Reep. Internal competition. Now, let me ask you an-
other question. I have pursued that as far as I want to. .

What are the wages that you pay in these chemical industries?
First, is your labor organized in the chemical industries?

Mr. Howarp. Not to any great extent.

Senator Rexp. Then you pay your labor just what you have to pay
it, do you not? .

Mr. Howarp. We pay it the market price.

Senator Reep. The market price is fixed by the general wage level
in the United States?

Mr. Howaro. I might point out— .

Senator Reep. If you get a higher tariff on these higher articles,
of course you expect to raise your wages above the market price?

Mr. Howarp, We would always pai the market price, but if the
prosperity of the country increases the demand for labor will in-
crease; and the natural result is that we have to pay higher wages.

But I would like to point out that when you ask about the rate of
wages in the chemical industry, it is perhaps a little different from

81527—22—scH 1—2
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the general run of industries,. We have two classes of labor, one
which is very highly skilled, highly trained, and highly paid, men
with technical training, and the other part of the work is to quite an
extent carried out by ordinary common labor.

Senator Reep. What do you Ipay your common labor?

Mr. Howaro, That varies, It is from 40 to 50 cents an hour.

Senator Reep. How many women do you employ—what propor-
tion of women?

tﬁMn Howarp, In our plant we do not employ any, outside of the
offices.

Senator Reep. But in the husiness generally?

Mr. Howarp, A very small number of women. It is not, as a
rule, a business that is particularly suitable for women.

Senator Reen. How about boys

Mr. Howarp. A very sni:ll number of boys.

Senator Reep, What proportion of your labor is highly skilled
and technical?

Mr. Howarp. ‘That will vary tremendously between different types
of chemical industv.

Senator Reep, What would g'ou say it is, on an average, applied
to the whole chemical industry

Mr. Howarb, I could not tell you that.

Senator Reep. Let us take sulphuric acid, with which you seem
to be familiar. What is the proportion of those employed in pro-
ducinﬁ sulphuric acid to the highly skilled people and who re-
ceive high salaries?

Mr. Howarp. There, again, it would depend upon the size of the
plant, but in a moderate-sized plant or a small plant the proportion
would be— .

Senator Reep. Take the average plant. We are trying to get at
averages.

The Crairman. Let the witness answer the question.

Senator Reep, He goes down to a small-sized plant and differen-
tiates between that and a big one. I am asking him to take the
average, in order to get through. .

Mr. Howarv. Oh, perhaps 15 per cent or so might be highly
skilled. If you went into the dollars paid it would probably be 23
per cent or 30 per cent.

Senator Reep. I am speaking of individuals now. What do
those l}?ﬁhly skilled people get, on the average—the 15 per cent?

Mr, Howarp. Perhaps $2,500 to $4,000 a year.

Senator Reep, That is your best estimate?

Mr. Howarp. Yes.

Senator Reep. What would be the aversge? You say $2,600 to
$4,000. That is a wide gap. What would that average—$3,000 a
year, or will they average $2,500 a year?{ :

Mr. Howarp. It would only be a guess on my part.

Senator Reeo. Can you not give us some definite figures?

Mr. Howaro. I would like to say one thing, and that is that while
we chemical manufacturers like each other personally, we are very
secretive about our own business and conditions,

Senator Reep, How large a plant do you run?

Mr. Howarp, We havo several very large plants.
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Senator Reep, Where are they located? .

Mr. Howarp. One in Chicago, one in Cleveland, one in New Jer-
sey, one in Birmingham, and ifferent smaller plants.

Senator Rk, at 18 your concernf

Mr. Howaro. The Grasselli Chemical Co.

Senator Reep. That one corporation owns all these plants?

Mr. Howarp. Yes. |

Senator Reep. What is its capital stock? .

Mr. Howarp. To tell you the truth, I could not answer that right
off the bat. .

Senator Reen. Could you I:ipproxunate it? .

Mr. Howarp, Mr, Alvord, do you remember what that is?

Mxr. Avvorp. $50,000,000, and I think about $35,000,000 issued.

Senator Reep. What is your relationship to the company?

Mr. Howarp, I am in charge of research and development work.

Senator Reeo. You are not an officer of the company?

Mr. Howarp. No, sir.

Senator Reep. You are one of the experts?

Mr. Howaro, Yes.

Senator Reep. $35,000,000, you say?

Mr. Howarp. Yes.

Senator Reep. Please give me the name of the company again.

Mr, Howaro. The Grasselli Chemical Co.

Senator Reep. How many plants has it?

Mr. Howarp. Sixteen or seventeen, all told. Many of those are
small plants. ) '

Senator Reep. What was its output last year, the aggregate?

Mr. Howarp. You can put that on the record for me to answer
with other questions.

Senator Reen. Can this gentleman to whom you spoke tell us what
the output was in dollars?

Mr, Arvorn, No, sir,

Senator Reep, Can you come within $10,000,000 of it?

- Mr, ALvorp. No, sir,

Senator Reep, $20,000,000 of it?

Mr, Avrvorp, No, sir,

fSe?ator Reep. Can you, Mr. Howard, come within $50,000,000
of it

Mr. Howano. I would not be willing to give those figures without
getting them, .

Senator Reep. What was its profit in 19207

My, Howarp. Fii{ght per cent was its dividend. .

Senator Reeo. How much was carried into surplus?

Mr. Howaro. That I could not answer without looking up the
records.

Senator Rgep. How do Iy('ou know that you are in such a desperate
condition if you do not know the amount of capital stock within
$50,000,000? You do not know what your plants are-——
$3M&.)0 Igc())gmnn. I told you what the capital stock was. It was about

5,000,000. .

Senator Reep. I mean the sales. You did not know when you
started to answer. .

Did?you build any additional plants last year or make any invest-
ments
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Mr. Howarp. No; not to any great extent.

Senator Reep. What do you make at these places?

Mr. Howarp, Sulphuric acid, all the mineral acids, and heavy
chemicals generally.

Senator Reep. Did you ship anything abroad?

Mr, Howarp, A small amount—we were—but at the present time
that business is dead.

Senator Reep. Almost all business is dead going abroad, is it not?

Mr. Howanp. Yes,

Senator Reep, How much were you sending abroad?

: Mr. Howarp, I will have to get those figures for you if you want
them.

Senator Reep. I do. You do not know what your profits were?

Mr, Howarp. I told you they were 8 per cent—the dividends.

Senator Rekn. You did not say profits; you said dividends. There
is a great deal of difference between a dividend and a profit some-
times. Do you know anything more nbout the other concerns engaged
in th?e chemical business, as to their profits, than you do about your
own

Mr. Howarp. No; I do not carry those figures in my head.

Senator Reep, How many of these highly skilled people who get
from $2,500 to $4,000 a year and who constitute 15 per cent of your
employees are there?

Mr. Howarp. I will get you those figures.

Senator Reep. Can you approximate it?

Mr. Howarp. T would say that in our organization there were
probably several hundred.

Senator Reep. That get the large salaries?

Mr. Howarp., Yes.

Senator Reen. How many employees have you, all together?

Mr. Howaro, Several thousand.

Senator Reep. How many thousand $

Mr. Howarp. I could not tell you offhand.

Senator Reep. Can you come within a thousand or two of it?

Mr. Howarp, It would only be a guess.

Senator REep. You do not want to guess, and I do not want you
to guess either, becnuse we do too much guessing nowadays.

Will you get me the pay roll of your institution? I would like to
see what the wages are that are paid.

* Mr. Howarn. That is a question that would have to be put up to
the officers of our company. I do not know.

Senator Reep. I do not mean the individuals, but will you give
me the number of men employedf Will you classify them, showin
those that are highly skilled and then those that are not skilled, an
give me the nverage wages of the highly skilled and then give me
the average wages of the unskilled?

Mr. Howaro. That could be done quite easily.

Senator Reen. Will you do that?

Mr. Howarp. I will, with the approval of our officers.

Senator Reep. Do you doubt that your company, that comes here
asking é)rotectlon for its product, will refuse to furnish the United
States Senate with that information? o

Mr. Howarp. I do not think there is the slightest question but
what we can send them to you, but I can not promise you.
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Senator Reep. Can you not send us a statement of the wages so
that we will know how much we may need to raise them? Other-
wise we could not tell how much we ought to boost those wages.
I shall thank you to bring us that. I would like to have you bring
us a statement of your gross profits and your net profits and the
amount paid in dividends, the amount carried into surplus, and to
answer the question whether you paid any excess-profits tax last
year—that is, during 1920 for 1919~and if so, the amount, in order
that we may determine whether or not you really need this protec-
tion.

Mr. Howaro. What bearing would that have on it?

Senator Reep. A great deal. If you have been making an enor-
mous profit, it might take something out of your profit to take care
of the poor 1aboring men, and if ‘{ou have been running on tlie verge
of bankruptey, possibly you could not take care of them.

Mr. Howarp. There are a good many companies that made enor-
mous profits during the war that have already become bankrupt
and have no chance to pay wages.

Senator Reep. That 1s true. A great many individuals went bank-
rupt, too.

ir. Howarp. And if the Government does not grant some measure
of s)rotection, a great many of the other more prosperous companies
will become bankrupt and be unable to employ labor.

Senator Reep. Of course that is your conclusion. But you do not
know the number of your employees and do not know your own
profits, and you do not know anything more about any other con-
cerns than you do about your own, do you?

Mr. Howarp, No, sir.

Senator Reep, What proportion of the svlphuric acid consumed
irla the'United States is made by your concern, these 16 different

ants
P Mr. Howarn. That is a detail statistical quesiion that I could not
answer.

Senator Reep. I do not ask you to state it within a few dollars or
a few tons. Is it one-half, one-third, or 80 per cent?

Mr. Howaro. Oh, I should assume perhaps 15 pe: cent.

Senator Reep. What other concerns in the United States are en-
gaged in making sulphuric acid and these other chemicals that you
make, sigeaking roadly, now? - .

Mr. Howarp. During the war we had an association of sulphuric-
gcid manufacturers. There were about a hundred and fifty mem-

ers.

Senator Reen. How many of them? How many are in your class?
Is there anybody in your class?

Mr. Howaro. We are not the largest.

Senator Reep. Who is the largest?

Mr. Howarp. The General Chemical Co., I would imagine, is the
largest single producer.

Senator Reep. Where is it located ?

Mr. Howarp. Its headquarters are in New York., Its plants are
scattered over the country.

Senator Reen. How many plants?
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Mr. Howaro. I do not know. They are in a good many of the
places where we have our plants, and in direct competition with us.

Senator Reep. Is it represented here?
. Mr._tH'ome. I do not think so. I have not seen anybody here
rom it.

Senator Reen. Of course, you do not know what its profits have

en

Mr, Howarp. No, Its statement is easily available to you. It has
been filed in New York.

Senator Reep. Can you give me the output in pounds or tons that
your concern has produced in the year 16201

Mr. Howarp. Not without looking it up.

Senator Reep. Can you approximate it

Mr. Howaro, No.

Senator Reep. How do you sell sulphuric acid—by the ton or by
. the pounc?

Mr. Howarp. The prices are made in both ways, either by the hun-
dred pounds or by the ton,

Senator Reep, What is it worth a ton?

Mr. Howaro. $18 to $20.

Senator Reep. What is it made of?

Mvr. Howarp, It is made from sulphur.

Senator Reep. Where do you get the sulphur?

Mr, Howarpo. Louisiana.

Senator Reep. Do you mine it?

Mr. Howarp. Buy it.

Senator Reep. Do you buy it from somebody that does mine it?

Mr. Howarp, Yes, sir; and then it is also made from iron %)yrites.

Senator Reep. How much labor goes into a ton of sulphur

Mr. Howarp. As made in Louisiana?

Senator Reen, As made in your plants. I mean a ton of sulphuric
acid. I said sulphur. I beg your pardon.

Mr. Howarp. I do not think that I would be justified, without con-
sulting with the officials of the company, in giving you figures that,
if you take them one by one, would finally give you our exact cost
of production.

enator Reep, I did not ask the cost of production, I am-asking
the labor cost. ‘

Mr. Howarp. That is one factor; and then your next question
would be, How much sulphur would go in#

Senator Reep. I might ask that question and I might not. You
must not undertake to anticipate my mental processes.

Mr. Howarn. If you would mind not pressing that question——

S;nator Reep. Can you tell me what you pay for raw sulphur per
ton

Mr. Howarp. Raw sulphur is costing in the neighborhood of $22
a ton.

Senator Reep. $22¢

Mr. Howaro. $20 or $22 a ton, delivered—$24 in some places.

Senator Reep. Let us say $22, to make it easy. How much of that
sulphulifoes into a ton of sulphuric acid which only costs $17 a ton?

Mr. Howarp. We make about, roughly speaking, 3 tons of sul-
phuric acid, 66 degrees.
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Sensator Reep. So your sulphur cost, in a ton of sulphurie acid, if
you take the $24 basis, would be $8. What else do you put in to make
a ton of this sulphuric acid?
Mr. Howarp. Nitrate of soda is used.
Senator Reep. How much does that cost?
Mr. Howarp. Steam is used; coal, fuel, and steam.
Senator Reep, I am talking about chemicals, now.
c hbiilr. Howarp. Nitrate of soda is imported, you understand, from
e.
Senator Reep. How much do you have to put into a ton of sul-
phuric acid of that material? .
Mr. Howarp. There have been such fluctuations that I really do
not know what the present price of nitrate of soda is.
Senator Reep. Can you not approximate it for 1920%¢ Well, no;
state it now, because we are figuring on the basis of now.
Mll‘:'n Howarp. I will not vouch for the accuracy of these figures,
you know.
Senator Reep, Give me your best estimate.
Mr. Howaro, Roughly, perhaps two or three dollars.
Senator Reep. Would you say $2.50 is a fair figure?
Mr. Howaro, Put it down as $2.50.
Senator Reep. The raw materials, then, that go into a ton of sul-
ghuric acid will cost you about $10.50. 'That is the raw material,
ou have named them all, have you nott .
Mr. Howarp. No; I have not named them all. Steam is a raw
material. It is not used for power, it is used in the process.’
Senator Reep. How much does that cost a ton?
Mr. Howaro. Oh, that might be one dollar or so, J)erhaps.
N Ssxglator Reep. What other costs go into it outside of your over-
ea
Mr. Howarp. In the manufacture of sulphuric acid the wear and
tear is so heavy on the lead apparatus used that it has to be figured
as a very large item. . .
Senator Reep. Will you give me the labor cost in a ton of sulphuric
acid? Thatis what I want to know. If you can not give it to us now,
will you figure it and bring it to us this afternoon? I would like to
have it before you finally leave the stand. I do nct want to dela,
you and keep you here, because you are a busy man. :
Mr. Howanrp. Yes, sir.
Senator REep. What salaries do the officers of this corporation get?
Mr. Howaro, I do not know.
Senator Reep. Can you not approximate it?
Mr. Howaro. No.
Senator Reep. Is there anybody here who does know
Mr. Howarp. I do not think so.
Senator Reep. What salary do you get? .
Mr. Howarp. I would prefer not to say. I do not think it is a
prgper question,
enator Reep. Oh, yes. We are figuring on labor. We want to
know how much protection you need. It is not asked in any spirit of
desiring to go into your personal affairs.
Mr. Howaro. It is going into my personal affairs, and I decline to
answer.
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The CHARMAN. The question is proper enough, and it is also
proper for the witness to decline to answer.

Senator Rzeo. On any le%al ground?

The CrHairMAN. Noj; on the matter of his private affairs.

Senator Reep. Very well. Is your salary any more a private affair
than the wages of the men who work in this factory?

Mr. Howarp. It is to me.

* Senator Reep. Do you get as much as $50,000 a year?

Mr. Howarp. I am not going to answer a “ yes” or “no ”’ game,

Senator Reep. Can you give us any idea of the salary of the
officers of the corporation? :

Mr. Howagp. No, sir.

Senator Reep. Is there anybody here who can?

Mr. Howarp, No, sir.

Senator Reep. I want to deal with you in perfect frankness. You
are here asking us to take your judgment and opinion in regard to
a tariff. You assert as the first and primary reason for a tariff the
wages of the men. Whether you are able to pay the wages of tho
men or not depends, of course, on the money that the institution
makes; and if part of the money is used in the payment of salaries
and part of it is used in the payment of wages of labor, all of it, in
fact, being for labor of different kinds, how is this committee to
tell whether you need any advance at all in order to keep wages up
until] lil; knows what the wages are? And you sit here and decline
to tell us.

Mr. Howarp. I would like to point out one thing, Senator, and that
is that this article that you have been talking about is not one that
we ask for any protection on. It is already on the free list, I be-
lieve, and we are perfectly content to have it stay there.

Senator Reep. Have you not just cited 1t as an instance of the com-
petition that you sre suffering under?

Mr. Howarp. Sulphuric acid?

Senator Reep. Yes.

Mr. Howarp. No, sir.

The CuairMAN. Senator Reed, may I address a question here? As
I understand it you are dgoing into this long examination on the
question of sulphuric acid——v ) .

Senator Reep. I am going into it on this whole business. Here
is a man who comes here and indulges in generalizations, which he
has a right to do, and then I have the right, I think, with the per-
mission of the committee, to find out on what he bases his opinion,

The Cuairyman. As I am informed and reminded sulphuric acid
has always been on the free list, is on the free list, and there is no
contention for a duty on it. .

Senator Reep. It was the only thing that the witness singled out as
an example of the terrible competition that he was already suffering.

Mr. Howagp. I beg your pardon. It was the thing that I singled
out when you asked me to what extent prices had been increased
during the war. That is the way we came to discuss sulphuric acid.

Senator Reep. What are these other articles that you say you must
have protection on? ) )

Mr. Howarp. I have not personally put in any brief on the subject
2-day. T am going to call, if you give me an opportunity, witnesses
of the association that are prepared to discuss specific paragraphs
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and specific recommendations. Would it not be well and save time
if you c?ross-examine them on these specific paragraphs as they
come u

Senag)r Reep. Perhaps if you say that you do not know anything
about it I will not ask you any questions about it. You are not
familiar with it? B . .

Mr. Howaro. I am not prepared to answer questions in detail on
those paragraphs; no, sir.

The CuamrMan, I think I ought to state, and I thought I had
stated, that the witness is here to make a very brief statement on his
own part, and then to present to the committee some few gentlemen
who are experts on various phases of the chemical schedule. If he is
through with his statement I will suggest that he be permitted to intro-
duce to the committee his galaxy of experts. .

Senator Reep, Very well. Let me ask another question. I know
it is getting a little embariassing.

You do not know, then, the items of cost that enter into any of these
lchlfmi?cals that are in the schedule. You do not know the items of

abor

Mr, Howarp. I do not carry any of them in my head. IfIhad come
here prepared to discuss them I would have had data to back it up.

Senator Reep. But your opinion, which you have expressed, there-
fore, is based upon these facts with which you are not familiar,

Mr. Howarp. I do not think that I have expressed opinions that
need detailed facts to back them up. The general statements which
I made, 1 think, carry their own conclusions with them.

Senator Reep. Very well. That is all.

FORMIC AND OXALIC ACIDS,

{Paragraph 1.)

STATEMENT OF AUGUST KOOHS, PRESIDENT VIOCTOR CHEMIOAL
WORKS, OHICAGO, ILL.

dﬁenator McCuumBER. Please state your full name, business, and
address.

Mr. Kocus. M{vname is August Kochs; I am_president of the
Victor Chemical Works, Fisher Building, Chicago, Ill.

Senator DiLLiNnaAM. What schedule do you propose to address
yourself to?

Mr. Kocus. To paragraph 1, schedule 1, oxalic and formic acids.

‘We have appeared before the Ways and Means Committee, and we
have also appeared before this committeo a few days ago in connec-
tion with the extension of the temporary license control. So, I will
try to avoid repetition of what I have said. There is a little new
information I would like to submit.

Under the Payne-Aldrich law there was a specific duty of 2 cents per
pound, which meant 40 per cent on the foreign invoice value or 28
{)er cent upon the American valuation. Under the Underwood law

here was a specific duty of 1} cents per pound, which was equivalent
to 30 per cent on the foreign 1nvoice or 22 per cent on the American
valuation. ) .

Under the propesed House bill we are given a duty of 25 per cent

ad valorem, and this is not sufficient to keep the industry alive.
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Under neither the Payne-Aldrich Act or the Underwood Act was it
possible for the industry to get along. Only one American concern
was engaged in the manufacture of oxalic acid at that time. That
was the American Alkali & Acid Co., of Bradford, Pa. They failed
once, and then they organized and resumed, but according to their
testimony before committees of Congress, after they did resume they
lost a great deal of money, on an average $100,000 per year o-er the
years 1909 to 1914,

The consumption in the prewar years of oxalic acid was 10,000,000
pounds, of which 8,000,000 pounds was imported. Practically all
these importations came from Germany, and the competition was
such that under the prevailing duties the American manufacturer
could not get along. . .

In Germany they have two largﬁ factories producing this product
which were supx‘)[lymg practically thie world. There are some smaller
factories—one, I think, in Norway, one in France, and one in Eng-
land. But according to the best information we have—and it is

iven in Ullman’s Technology, just issued, they produced about
24,000,000 pounds of oxalic acid per annum, and they have a common
sales arrangement under which they have prospered.

Senator Watson. How much do we consume in the United States?
.. Mr.Kocns. About 10,000,000 pounds. The consumption at present

is somewhat difficult to tell, because the importations will come in
and we have not compared notes. I should say that we started in
this business in 1914 originally. It took us several years, and we
finally completed the plant in 1917.

Senator WATSON. ere is the plant?

Mr. Kocas. At Chicago Heights, Ill.

Senator WaTsoN. What is oxalic acid made from ?

Mr. Koons. We make it synthetically; that is, we make it from
coal, air, and water; that is, theoreticnﬂy, The raw materials are
causttic soda, coal, coke, lime, and sulphuric acid, all produced in this
country. : :

Senator WaTsoN. Do you employ skilled chemists?

Mr. Koons. Yes; we employ a numbser. of skilled chemists. OQur
oxalic plant probably employs about 10 men; I should say 9 chemists
and about 4 or 5 chemical engineers.

. Senator Smoor. Is there any American manufacturer whose process
is now one being used by Germany $ . .

Mr. Xoons. We have one. We have the Bitterfield process, and I
believe another manufacturer has lately gone into the business in
Niagara Falls, who I also believe uses the synthetic process, but
whether he uses ours or the sodium sulphate process

Senator SmMooT (interposing). That is the German process ¢

Mr. Koons. Both; one factory uses the caustic soda process and the
other uses the sodium sulphate process.

Senator WaTsoN., How much do you produce ?

Mr. Kocus. We did produce up to October last year at the rate of
2,000,000 pounds, but we are equipped to produce at the rate of
5,000,000 pounds per annum, . .

Senator WATsoN. There is but one factory in the United States?

Mr. Koons, Two more, but three or four of them have failed that
started since, in the last four years; tried it, and when the armistice
came they could not compete.
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Senator WATsoN. What wages do you pay ¢ )

Mr. Koons. Our minimum wage to-day is 374 and our average
wage is 55 cents.

enator WATsoN. Is that for common labor?

Mr. Koons. That includes semiskilled and common Isbor, not
salgries and no foremen; it includes biweekly men.

Senator WaTsoN. Of course that does not include salaries of
skilled men ¢

Mr, Kocrs. Oh, no, ) e :

Senator WaTsoN. What are competing wages paid in the country
of your strongest competition ? L.

ﬂr. KocHs. Practically our only competition is from Germany,and
the wages there are 40 to 50 cents per 937, as against our $5.50 a day,
and that is, of course, a matter of record. ) '

Senator WatsoN. How much capital have you invested?

Mr. Kocus. The actual capital invested in our oxalic business is
more than $600,000.

Senator DiLriNeuAM. When you were interrupted you had begun
a statement about starting your business in 1914 1

Mr. Kocns. Yes, sir; and we after a great deal of trouble got our
processes running. We started out with a thousand pounds a day,
mstead of 13,000 which we had originally figured on. But we got
going; we went along. We lost money in 1919, ¢*‘er heavy losses
prior to that, more than $300,000 altogether. Bu. .7e made a liitle
money in 1920—we made about $30,000 in the first six or seven
months of that year. Then importations came from abroad and
prices were constantly cut until they reached a level in October of
around 15 cents a pound, and our costs in October were 24 cents a
pound. Of course, we were paying higher wages, and there were
various other factors which made our costs in last October 24 cents
a pound, the lowest cost we had obtained up to that time,

e were obliged to close down. We had large stocks on hand,
and we could not move them at anywhere near what they cost us.
On January 1 we went down to 18 cents and we could not sell them
for that, and along about May we were put on the controlled list,
under the emergency tariff act, and we immediately started up our
factory again and accomplished in June a cost of 17 cents a pound.

That cost is, direct labor 6.4 cents per pound; raw materials 7 cents
a pound; factory operation 1.1 cent a pound; transportation, ware-
housing and administration expense, 2.5 cents per pound.

Senator McCumBER. You have that in the record already, in the
hearings on the chemicals. I notice here that you had a statement
filed, I think, by Mr. Jones on two sections, one being on oxalic
acid, and you are practically covering the same thing now that you
covered in that testimony and are practically giving the same
testimony twico in the record.

Mr. Koons. I do not mean to do that. I will just conclude, then,
by making ¢the recommendations which are not included in there,

This was not included: According to the latest chemical market
reports issued in Germany on July 16 the price of oxalic acid on that
date was 13# ‘marks, which figures the equivalent of 7.62 cents a
pound. On the same day the price at Liverpool was 15 cents a
pound in our money, figured at the rate of exchange at 3.60; that
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shows a differénce of about 8 cents a pound, which is due to the
embargo England has against Germen oxalic acid.

Senator WaLsn. State how much you want this rate?

Mr. Kocns. We suggest on oxalic acid that in addition to the duty
of 25 per cent, which 1s now provided for in the House bill, that we
be given a specific duty of 5 cents per pound.

I might say that we ask this to equalize the labor cost, and that is
practically all we ask,

Senator WaLsH. Can you give us a practical illustration of how
that would work out?

Mr. Kocns. Yes, sir.  The German price—because that is what we
have to take, that is our competition—is 7.62, and that being the
published quotation undoubtedly it includes profit. Oxalic acid to-
day is sold at, taking the highest price, 18 cents & pound. So the
25 per cent ad valorem would be 4{ cents per pound. After that 25
cents ﬁet‘ 100 pounds for transportation from abroad—that is the rate
actually quoted now—makes a total of 12.37. Now, the specific duty
we ask would bring that price up to 17.37, or our cost.

Senator WATsoN. Do you need that additional rate, under the
American valuation?

Mr. Kocus. Yes, sir; in other words, as I have just demonstrated,
that will bring the German price up to our cost.

d Set;ator WakLsu. The specific duty is more than the ad valorem
ut )

Mr. Kocas. In this case, yes, sir.

Sl;anator Sions. You spoke a little while ago about the British
embargo.

Mr. Kocus. Yes, sir.

Senator Stumons. Have you that law?

Mr. Kocus. No, sir; and I only know about that from what I have
read in the hearings. But what is significant to me and has been
for months past is, in watching these quotations, that the English
quotations on oxalic acid were a great deal higher than the German
g}uotlatigns, and that could only be if Germany was shut out of

ngland.

Senator Snons. I asked you that question because it has been
stated to me that the English embargo contains a provision which
limits the possible profit on the English price, and requires the
manufacturer to make an exhibit showing what his profits are.

Mr. Kocnus. That, Senator, we have done right here, and we are
doing it now under the emergency tariff act. We have reported
voluntarily, but if you would like to have the information—we
reported to the Secretary of the Treasury our cost of production,

oing into minute detail in each item. That was done to show
that our price of 18 cents a pound was a reasonable price, and, of
course, it was reasonable, because it was practically without profit.

Senator WaLsH. In order to protect you under the German valua-
tion plan you would have to get 150 per cent duty? .

Mr. Kocus. Only 100 per cent duty. I figure it about 100 per
cent on the foreign value plan.

Senator SiMyMoNs. That is on the American valuation $

Mr. Kocus. Oh, no; on the German valuation. On the American
valuation an ad valorem duty of 50 per cent would be necessary in
order to get the same result.
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Of course, gentlemen, you understand—that is, without repeatin
myself—that this industry has struggled to live for 15 or 18 yearsan
never has been able to do so. - It is an important industry. People
have fallen by the wayside who tried it, and we are really struggling
for our life.

Senator StMmons. If 50 per cent would do for you, why do you
not ask for 50 per cent instead of asking for this pound dutg?

Mr. Kocus. I would just as soon do that, or I would ask for a
sp.flcgic.duty of 10 cents a pound, as we did in the House; either way
will do 1t.

Senator McCuMBER. Your time is up.

Mr. Kocus. May I have just a few words more ?

Senator McCumBER. Very well.

Mr. Kocns. In regard to formie acid, I just want to put info the
record that our labor cost is 5.07; our materials cost is 9.44; our factory
expense is 2.27; our sales, transportation, warehousing, and ware-
housing expenses 1.60. That is a total of 18.28.

Senator Simmons. What do you make the German labor cost?

Mr. Kocus. On that I have not the figures. But the formic acid
is made from the same intermediate as the oxalic acid, namely, for-
mate of soda, which wo also produce; and we ask that the same rates
of duty be permitted to apply to formic acid as they do to oxalic acid.

There is just this in comlparison with Germany: I figure our
labor cost 5.07; the cost of labor in our raw materials, 5.40; that
makes 10.47 as the total cost of labor, and the record shows the
German labor cost is one-tenth of our cost. Then we should have
ou the face of this the same duty that we asked for on oxalic
acid, 25 per cent ad valorem plus 5 cents, or 50 per cent ad valorem,
or a specific duty of 10 cents a pound.

Senator Simons. Were you figuring upon the daily wage rate in
Germany %

Mr. Igocns. The daily wage rate of 40 marks a day, using the
ﬁgﬁxlres that were gotten by the Ways and Means Committee, and
taking the prevailing rate of exchange.

Senator McCuMBER. One of the Senators desires to know what
oxalic acid is used for. .

Mr. Kocus. That is explained in the statement previously filed
with the committee requesting temporary continuance of license
control over synthetic organic chemicals, by our attorney, Mr. W.
Parker Jones. .

ACETIC ACID, ACETALDEHYDE, PARACETALDEHYDE.
[Paragraphs 1 and 2.]

STATEMENT OF V. G. BARTRAM, REPRESENTING SHAWINIGAN
PRODUCTS CORPORATION, NEW YORK.

Mr. Bartray, We are filing a brief with reference to tariff item
No. 1, page 2, acetic acid. In the interests of the Canadian Electro
Products Co. at the present time we are distributors in the United
States of glacial acetic acid. . .

In the first place, gentlemen, before I go into the details of this
brief, I beg to call your attention to the trade relations between the

Dominion of Canada and the United States. Canada, as is well
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known by statistics, is our bi customer, Furchasipg during the
last financial year over $800,000,000 worth of goods in the United
States and selling in return slightly under 000,000 worth, of
which over a hundred and eighty-one thousand dollars worth were
agricultural products at present excluded under the emergency tariff.

In order to enable the Canadian industry to continue to purchase
in this market some arrangemert should be made whereby the
Canadian manufacturer can dispose of some of his finished materials
in return. In many industries in Canada we buy the greater portion
of our raw materials in the United States, and in return sell only
to this market a small percentage of the finished product.

This remark applies particularly to the one subject that I am
goilng5 to mention, glacinl acetic acid, and also to paragraphs 2
and 15,

If the proposed new tariff on acetic acid of 2 cents a pound is
placed it will absolut:ly exclude Canadian competition.

The United States Tariff Commission during their investigation
of the wood chemical industry made a thorough and complete sur-
vey of the wood chemical industry as a whole, and we have reason
to believe that they have fully satisfied themselves as to the fairness
of the competition offered the wood chemical industry by the syn-
thetic acid produced in Canada by the Canadian Electro Products
Co., at Shawinigan Falls. By the method of production used at the
Canadian plant, acetic acid 1s produced in the first distillation of
ninety-nine one-hundredths ;l)er cent strength. This grade being
known to the trade as glacial acetic acid. By the older method of
production from acetate of lime, the various weaker grades of acid
are first produced, which are then redistilled in order to bring them
to the concentrated strength required to meet glacial specifications of
ninety-nine-one-hundredths per cent. Owing to this method of pro-
duction many of the producers in the United States have a very
limited production of glacial acetic acid, the greater proportion of
acetic acid made from acetate of lime bemﬁ: sold in the weaker
strengths as required by the greater bulk of the users in the United
States who demand 28, 56, 60, 70, and 80 per cent acetic acid.

For the production of many of the finer dyes. chemicals, artificial
silk, celulose acetates, and many other products, high ﬁmde glacial
acetic acid of absolute purity and uniformity of strength is required.
The recent great strides of the dye and chemical industries in-this
country have naturally been in advance of the increase in the pro-
duction of the glacial grade of acetic acid, so that there will be under
normal conditions of operation a shortage of this particular grade.

In order to.enable the American dye and chemical producers to
meet foreign competition and hold their place in the world’s export
markets glacial acetic acid should be made readily available in large
quantities without restriction and for these reasons if it is still
congidered necessary to protect the wood chemical industry by
applying a duty on the lower grades of acetic acid, glacial acetic
acid, which is so essential to the production of dyes and chemicals,
should be admitted duty free. . L

Another reason why the synthetic acetic acid produced at Shaw-
inigan Falls should not be discriminated aqamst is the fact that it
has been proved in the East that the absolute purity of this acid
renders it specially suitable for the production of acetic anhydride
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and acetanilid, two of the most important basic chemicals, and in-
formation to this effect has been placed before the United States
Tariff Commission by the manufacturers concerned.

Another important consideration is the question of hardwood sup-
plies available in this country. Any great increase in the consump-
tion of wood for the Production of wood chemicals by the wood
distillation process will further tend to rapidly deplete our forest
reserves. e great increass in the demand for wood chemicals dur-
ing the war period has resulted in the total depletion of the readily
available supplies adjacent to points of production so that wood
supplies now have to be obtained in out-of-way places, great distances
from the plants where distillation takes place. This fact naturally
is bound to materially increase, as time goes on, the cost of operations
and seriously interfere with the economical production of many of
the dyes and chemicals now so necessary in the everyday life of this
country. .

. Ther);)rice of acetic acid is governed by the base price of acetate
of lime, and it is a well-known fact that acetate of lime has been for
years past a closely controlled commodi?. As the cost of acetate
of lime, for the reasons above mentioned, increases, acetic acid of
all grades will increase in a like proportion. As a matter of fact it
is quite possible the cost of acetic acid will increase owing to the
inefficient methods of production now in force in the United States
greatly in excess of any groportionate increase in the basic price o
acetate of lime. The wood chemical industry is one of the oldest estab-
lished industries in the United States, and like all other industries
which are based on natural resources and used in their natural crude
form, must feel the effects of depletion of their source of supi)ly. This
fact, in addition to the proposed protection afforded, will greatly
tend to increase prices and prevent the American producer from
exercising every possible economy unless competition from Canada
is permitted.
cetic acid is one of the basic chemicals and has a wide field of

application, being used in many industries, including dyes, chemicals,
R‘amt and color, laundry trade, foodstuffs, insecticides, and so forth.

he excluding through a prohtbitive tariff of the Canadian product
in this field, especially as far as the glacial grade is concerned, will
tend to increase costs to the manufacturers of these various lines and
will result in the ultimate consumer having to pay more for many
commonly used and staple materials.

There are no producers of synthetic acetic acid in the United
States, nor is there any immediate prospect of this product being
produced from acetylene gas synthetically, as is now being done in
Canada. Tq penalize the consumer and especially to place our dye
and chemical industries at a distinct disadvantage in meeting for-

-eign competition by placing this proposed duty on acetic acid, in
view of the fact that this duty will exclude Canadian competition
and therefore produce no revenue, seems hardly justified. Many
competent authorities predict that this older method of production
from acetate of lime will in course of time be entirelfv replaced by
the synthetic process. This point of view can be readily appreciated
owing to the scarcity of hardwood supplies and the distance of the
present available supplies from points of manufacture, the cost of
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handling and transporiing the wood to the distillation plants, etc.
Experts predict that within the next 15 or 20 years, at the present
rate of consumption, the hardwood supply of this country will be
nearly depleted. This, therefore, means that in the meantime the
consumer will be penalized to the extent of the protection given as
the rate of duty proposed in tariff bill XI. R. 7456 entirely excludes
any possible competition.

n support of some of these statements I would like to refer the
comniittee to the survey of the wood chemical industry by the Tariff
Commission, wherein many facts which are mentioned in my brief
will be confirmed,

Senator McComeer. You can insert in the testimony such parts
of it as you desire.

Mré ARTRAM. That will be inserted by the stenographer, I pre-
sume -

Senator McCumper. Yes, .

"Senator Dirringuam, Mark the portions that you desire to put in.

Mr. Bartras. I have marked them,

With reference to the last paragraph, on page 2 of the bill, I desire
to refer to acetaldehyde, paraldehyde, aldol or acetaldol and aldehyde
amnionia, covered by part of paragraph 2 of the bill.

This paragraph recommends a duty of 6 cents per pound and 30
per cent ad valorem on the products mentioned. .

We are filing a brief with the committee in which we set out that
under the present existing tariff the dluty is 15 per cent. The pro-
posed duty will exclude all imports. Iurtharmore, there are no
groducers of these chemicals in comniercial quantities in the United

tates, and all of the materials mentioned which have so far been
used commercially have been imported by us from Canada.

I would just like to mention that these chemicals, until recent new
developments, were unknown before the war and before the Canadian
company produced them in commercial quantities, being used solely
for experimental work and pharmaceutical purposes. They are now
being successfully applied in the rubber industry, in the manufacture
of synthetic extracts, the manufacture of dyes, in phenol condensa-
tion products, or synthetic resins, and so forth, in the manufacture of
synthetic perfumes, and in the manufacture of aldol. It is now
being investigated i)y the copper interests of the United States for
use in their ore concentration processes. This brief covers the whole
matter fully, and I would like to file it for the committee’s considera-
tion. :

Senator McCusner. It will be printed. .

Mr, Barrraym. If the commitiee desires any information, I have
a chemist here who is interested in the rubber industry,

BRIEF OF V. G. BARTRANM, REPRESENTING SHAWINIGAN PRODUOTS CO.
ACETIC ACID.

The above reference provides for a duty of 2 cents per pound on glaclal
acetic acld. In this brief we give reasons which we belleve will warrant on
careful conslderation the elimination of the proposed duty on this product.

The United States Tariff Commission during their investigation of the
wood chemical industry made a thorough and complete survey of the wood
chemical industry as a whole, and we have reason to believe that they
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have fully satisfled themselves as to the fairness of the competition offered the
wood chemical industry by the synthetic acetlc acld produced in Canada by the
Canadian Electro Products Co., at Shawingan Kalls. By the method of pro-
duction used ut the Canadian plant acetic acid Is producea in the first distilla-
tion of 99 to 100 per cent strength, this grade being known to the trade as glacial
acetic acid. By the older method of production from acetate of lime, the
various weaker grades of acld are first produced, which are then redistilled
in order to bring them to the concentrated strength required to mect glaclal
specifications of 99 to 100 per cent. Owing to this method of production, many
of the producers in the United States have n very Hinited production of glacial
acetle acld, the greater proportion of acetlec actd made from acetate of lime
belng sold In the weaker strengths as required by the greater bulk of the
us;a(;-s in the United States, who demand 28, 58, 60, 70, and 80 per cent acetle
acld,

For the production of many of the finer dyes, chemicals, artificlal silk,
cellulose acetates, and many other products, high-grade glacial acetic acld
of absolute purity and uniformnity of strength Is required. The recent great
strides of the dye and chemical Industrles in this country have naturally been
in ndvance of the increase in the production of the glacial grade of acetic acld,
so that there will be under normal conditions of operation a shortage of this
particular grade,

Ir order to ennble the American dye and chemical producers to meet forelgn
com:petition ard hold their place in the world’s export markets, glacial acetic
ucl should be made readily available in large quantities without restriction,
and for these reasons if it is still considered necessary to protect the wooxl
chemieal industry by applying a duty on the lower grades of acetic ncld,
glacial acetle acld which is so essential to the prodution of dyes and chemicals
should be admitted duty free.

Another reason why the synthette acetic acld produced at Shawinigan Falls
should not be discriminated against, is the fact that it has been proved in
the past that the absolute purity of this acld renders it specially suitable for
the production of acetlc anhydride and acetanilid, two of the most important
basic chemicals, and information to this effect has been placed before the
United States Tariff Commission by the manufacturers concerned,

Another important considerat on i{s the question of hardwood supplies avail-
able in this country. Any great increase in the consumption.of wood for the
production of wood chemicals by the wood distillation process will further tend
to rapidly deplete our forest reserves. The great increase in the demand for
wood chemicals during the war period has resulted in the total depletion of
the readily svailable suppl'es adjacent to points of production, so that wood
supplies now have to be obtuined in out-of-way places, great distances from the
plants where distillation takes place, This fact naturally is bound to ma-
terially increase, as time goes on, the cost of operations and seriously int:rfere
with the economical production of many of the dyes and chemicals 1ow so
necessary in the everyday life of th's country. The price of acetic acid is
governed by the base price of acetate of lime, and it is a well-known fact that
acetate of lime has been for years past a closely controlled commodity. As the
cost of acetate of lime, for the reasons ahove ment.oned, increases, acetic acid
of all grades will increase in a like proportion. As a matter of fact, it is quite
possible the cost of acetic acid will increitse, owing to the inefficient methods of
production now in force, in the United States greatly in excess of any propor-
tionate increase in the basic price of acetate of lime. The wood chem’cal in-
dustry is one of the oldest established industries in the United States, and Jike
all oiher Industries which are based on natural resources and used in their
natural crude form, must feel the effects of depletion of thelr source of supply.
This fact, in addition to the proposed protection afforded, will greatly tend to
increase prices and prevent the American producer from exercising every
poss ble economy unless competitior from Canada {s permitted.

Acetic acld 1s one of the basie chemicals aud has a wide fleld of application,
being used in many industrles, including dyes, chemlicals, paint and color,
laundry trade, foodstuffs, insecticides, etec. The excluding through a pro-
hibitive tariff of the Ccandian preduct in this field, especinlly ns far as the
glacial grade 1s concerned, will tend to increase costs to the manufacturers
of these varlous lines and will resuit in the ultimate consumer having to pay
more for many commonly ‘used and staple materials,

There are no producers of synthetic acetic acld in the United States, nor
is there any Imniediate prospect of this product being produced from acetylene
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gas synthetlcally, as Is now being done in Canada. To penalize the consumer,
and especlally to place our dye and chemical indusiries at a distinct disad-
vantage In meeting foreign competition by placiug this propoesed duty on acetle
acld, In view of the fact that this duty will exclude Cana‘lian competition and
therefore produce no revenue, seems hardly justitied., Muny competent au-
thorities predict that this older metiiod of production from acetate of lme
will in course of time be entirely replaced by the synthetic process. This point
of view can be readily appreclated, owing to the scarcity of hardwood supptles
and the distance of the present available supplles from points of manufacture,
the cost of handling and transporting the wood to the distillation plauts, ete.
Experts predict that within the next 15 or 20 years at the present rate of
consumption the hardwood supply of this country will be nearly depleted.
This therefore means that fn the meantime the consumer will be penalized to
the extent of the protection glven, as the rate of duty proposed in tariff bill
H. R. 7458 entirely excludes any possible competition.

We present these facts to you for the careful consideration of your honorable
committee and feel sure that in view of the situation you will unauimousiy
agree that acetic acld, glaclal, should be left on the free list as at_present.

ACETALDEHYDE, PARALDEHYDE, ALDOL, OR ACETALDOL, AND ALDEHYDE AMMONIA.

The above reference recommends a duty of 8 cents per pound and 30 per cent
ad valorem on the products above mentioned.

In this brlef we give reasons which we believe fully substantiate our claim
that this duty, were it enforced, would prevent imports and thereby not produce
revenue,

Under the existing tariff these products are dutiable at 15 per cent ad valorem
under sectlon 5, which covers all chemicals and mediclnal compounds not
specially provided for. .

No acetaldehyde or commercial paraldehyde and, consequently, owing to the
fact that these two additional products are based on aldehyde, no aldol or alde-
hyde ammonia are at present manufactured on a commercial scale in the
United States. Prlor to the war these chemicals were only known to the
chemists in a small way, belng used solely for experlmental work and pharma-
ceutical purposes. Owing to the war demand for acetone and acetic acid,
a process was developed on a commercial scale for the manufacture of these
products from acetylene. The first stage of this process consists of the manufac-
ture of acetaldehyde from acetylene gas, the pure acetaldehyde then being
oxldized to acetic acld, then decomposed to acetone. This latter stage of the
process, however, §s not a commercial proposition under normal market condi-
tions because of the cost of production of acetone by this method. There are
no manufacturers of these products from this process in the United States.
This, therefore, also proves that neither aldol nor aldehyde ammonta, which are
made from acetaldehyde, are produced in commercial quantities in the United
States. .

An investigation on the part of our varlous customers who had to ohtaln
Heenses covering the Importation of acetaldehyde and commerclal paraldehyde,
under the existing emergency tariff, which prohibits the importation of syn-
thetle cheinleals except under license has proved that neither of these products
can be obtalned in commerclal quantities in the United- States. Al imports of
these materials have heen received from Canada, where there 13 a large produe-
tion made by the process ahove described at the plant of the Canadian Electro
Products Co., Shawinigan Falls, Quebec, Through this plant having made avall-
able supplies of these products at reasonable prices a Iarge field has been
opened up in varlous Industries where these products have been applied success-
fully in the development of new metbods of production or the improvement of
0ld methods.

The principal uses which have bheen developed during the past two or three
vears and which were entirely unknown in this country in a commercial way
prior to the supply of acetaldehyde and paraldehyde being made avalilable in
(éommercial quantities and at reasonable prices by the Canadian Electro Products

0., are—

1. As an accelerator in the vulcanization of rubber.

2, In the manufacture of synthetlc extracts.

3. In the manufacture of dyes.

4. In the manufacture of aldehyde ammonia.




CHEMICALS, OILS, AND PAINTS, 807

5. In the manufacture of phenol condensation products or synthetle resins,
laocquers, compounds, ete, ‘

8. In the manufacture of synthetie perfumes.

7. In the manufacture of aldol,

8. In the manufacture of drugs. The U. S. P’. grade paraldehyde is a well-
known local angesthetic or hypnotic drug. .
In order to place before your honorable committee information to show the
finportance to many industries of reasonably priced supplies of these products
we would like to point out recent developments in which acetaldehyde and

commercinl paraldebyde are being used.

RUBBER INDUSTRY,

Commercial paraldehyde or acetaldehyde have only recently been applied in
this industry in the manufacture of tires, mechanical rubber goods, etc., through
the combination of these products with some other chemical unknown to any
but those connected with the rubber interests, who have successfully worked
out this problem.

This development, those directly interested state, is a distinct sclentific ad-
vance over the methods previously employed in the rubber industry of this
country, and it Is firmly belleved that the application of these products to
this industry will, no doubt, In time become common knowledge and be gen-
erally adopted.

Aldehyde ammonia has previously been used as a rubber accelerator and is a
well-known product in this field. The use of this materlal in the United States
a8 an nccelerator in the vuleanization of rubber is covered by patent rights,
g0 that all purchases have to be made through one channel in order to receive
permission to use aldehyde ammonia for this purpose. Through the supply of
ncetaldehyde being mnde avallable from Canada a greatly increased market
hns been opencd up in the rubber industry for aldehyde ammonia, The fact
that during the past two years the Interests who control the patent rights for
aldehyde ammonin have bought conslderable tonnage of acetaldehyde through
us proves beyond doubt that this product Is not avallable in a commercial way
in the United States.

‘PHENOL CONDENSATION PRODUCTS INDUSTRY.

This industry covers the manufacture of condensite, bakelite, and other
synthetic resins and fmpregnating compounds for insulating purposes. Both
acetaldehyde and commerclal paraldehyde have been successfully applied In
the production of these compounds. It has been found that synthetic resins
and compounds made from acetaldehyde or commerclal paraldehyde for certain
specific purposes have fraproved properties, especlally as applied to the apparatus
used in wlireless telegraphy, lacquers, gramophones, records, printing blocks,
ete. In this industry the readily avallai. : supply of acetaldehyde and com-
merclal paraldehyde at reasonable prices is essential to the further development
of the new methods of production, as the application of these products in the
manufacture of synthetic resins, lacquers, compounds, ete., i8 as yet only in
its infancy and greater results than have sy far been achieved are confidently
expected by those interested.

COPI'ER INDUSTRY.

Recent successful developments have been carrled out by the largest copper
producers In the United States, wherein aldol has been successfully used In
the flotation process for concentrating the copper ores. This material is made
from acetaldebyde basls, and unless cheap supplies of acetaldehyde are avall-
able and the final product aldol is allowed to enter this market free the
successful application of aldol to the copper-mining Industiy can not be
developed. The results so far obtained from aldol as applied to the concen-
tration of copper ores have convinced the largest United States copper interests
that there are considerable possibilities in the future development of this appli-
cation. The reeults of experiments so far conducted prove that greater ylelds
are obtalned from ore treated by aldol. Development work, of course, in this
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industry can not be conducted unless the interested companies are assured
of continued supplies at reasonable prices and are further assured that there
18 no possibility of any monopoly being established fn the United States on
this product. A readily available and cheap supply of aldo! will give the copper
industry of the United States a twofold advantage—the fncreased yleld from
. the ore treated aud by the lower cost per ton of concentrates.

DYE AND CHEMICAL INDUSTRY.

Both acetaldehyde and paraldeliyde have been applied in a sinall way to the
dye, chemical, synthetic extracts, and perfumery industries, but as yet it {s
difficult to predict to what extent the development of these products in these
varlous fndustrles will amount to. One interesting possibility fn connection
with the dye tndustry is the possible production of synthetic indigo direct from
acetaldehyde.

None of the products mentioned In this brlef can be produced economically
unless production Is undertaken on a large scale and the plant of the Canadian
Electro Products Co. has at present a production of 25 tons of acetaldehyde per
day. Nosuch quantity as this can be absorbed in the various industrles interested
in using these mnterlals in efther the United States or elsewhere, and a produc-
tion on this scale is only possible owing to the fact that the Canadian Electro
Products Co. also manufacture large quantities of acetic acid. As before stated,
there are no actual producers in the United States in a commerclal way at
present. No supplies are therefore available to meet the present demand, nor
is there a prospect {n the near future of any source of supply coming into opera-
tion. Under these circumstances, we think you will agree that the duty as
proposed s unreasonable, inasmuch as it would make the cost of these products
to possible users prohibitive and would result in retarding experimental devel-
opment work ir which many companies in the industries mentioned have’spent
conslderable time and money to date. This would result in these companies, who
have made at conslderable cost and sacrifice distinct advances in their own
particular field, losing the benefit of the results so far achieved through having
to curtail, if not stop entirely, the use of these materlals through prohibitive
costs. This will allow those other countrles, who have available large and
cheaper supplies of these products, a distinct advantage over United States
producers in many lines of manufacture.

No brlef was presented to the Tarlff Commission at the time public hearings
were held on the chemical schedule in support of these products, and to our
certain knowledge there Is only one corporation in the United States which Is
even at the present time actively engaged in an experimental way on the
development of a process for the manufacture of these products. The corpora-
tion we refer to is the Unlon Carbide Co., whose subs!diary, the Carbide & Car-
bon Chemical Co., 1s at the present time working on the development of a proc-
ess for the manufacture of chemtedls similar to those manufactured in Canada.
That thls one corporation should receive such protection in this item of the
tarift is beyond compreliension, as the duty proposed would give this company
an absolute monopoly on these products, entirely exclude imports, and thereby
prevent revenue, The cost of production in Canada of these and other con-
moditles I8 practically the same as the cost of production in this country, so
that Canadian manufacturers have no advantage owing to the distant leca-
tion.of their plants from the consuming markets in this country. No compett-
tion other than that offered by Canada need be expected In these materials, as
neither acetaldehyde nor commereclal paraldehyde can be transported for any
great distance, especially in the hot perlods of the years owing to the low bolling
point of both these products.

We would suggest for the consideration of your honorable committee that
it desired a certaln duty be applled for revenue purposes on such pharma-
ceutlenl grade paraldehyde as enters this market packed in glass bottles of 6
pounds net welght and under, but that the commerclal grade of paraldehyde
acetaldehyde, aldol, and aldehyde ammonla, for the reasons above mentioned,
be allowed to enter the United States duty free, .

The great possibilities {a the application of these products in the various In-
dustries mentioned and future development of new uses In other industries is
such that in this nge of chemical development no obstruction should be placed
in the way of the United States manufacturers being placed in a position to
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jimprove and develop process which will keep the United States industries in a
position to meet competition, We therefore trust that in view of the facts we
have presented your honorable committee will recommend the placing of the
abuye-mentioned products on the free list.

EXTBACTS OF THE TARIFF COMMISSION’'S SURVEY OF THE Wo00D CHEMICAL
INDUSTRY.

Capitslization and organization : The census of manufactures, 1014, shows the
number of establishments distilling wood to be 95 (includes 15 distilling pine
wood). There have been several additional plants erected during the war, and
it is estimated that at the present time there are about 100 wood-distillation
plants in the United States, representing an investment of about $50,000,000,

Acetate of lime has been sold by the manufacturers chiefly to a single firm of
jobbers and exporters, There has been a tendency in recent years, however, for
the wood-distillation plants to combine the manufacture of the crude products
with that of the refined or finished products (acetic acid, refined wood alcohol,
and acetone).

The War Industrles Board has estimated the production of acetate of lime
in 1917 to be 200,000,000 pounds, This 18 a 22 per cent increase over the pro-
duction in 1914. This same increase would apply also to the production of the
other products, wood alcbhol and charcoal. .

The productive capacity of the present plant is about 650 tons per month of
100 per cent acetlc acld. This is roughly equivalent to about 1,300 tons of
acetate of lime, or about 15 per cent of the productive capacity of acetate of
lime in the United States.

Acetic acld from calelum carbide: This' process was developed at Shaw-
inigan Falls, Quebec, by the Canadian Electro Products Co. Calcium carbide,
which I8 produced at Shawinigan Falls in large quantities, is first treated
with water to form acetylene gas, which is then chemically combined with
water in the presence of mercury salts as acetalyst to form acetaldehyde. The
acetaldehyde Is then oxidized to acetic acld. The acld produced is of high
purity and concentration in contrast to that produced from acetate of lime,
which requires several distillations to concentrate and purify it.

Exports: Acetlc acid I8 not shown in the export tables of commerce and
navigation, If acetic acld s exported the quantities have been small, It
ususlly is the practice to export acetlec acld fn the form of acctate of lime
and convert this into acetic acid at the point of consumption,

Imports into the United States: 'The first six months of the calendar year
1920 shows a marked increase in imports of acetle actd to 2,020,075 pounds,
valued at $259,927.

STATEMENT OF ELLWOOD B. SPEAR, REPRESENTING THE GOOD-
YEAR RUBBER C0., AKRON, OEIO.

Mr. Spear. Mr. Chairman, I regresent the Goodyear Tire & Rub-
ber Co., of Akron, Ohio, and I have to say that we are users of
acetaldehyde and paraldehyde, since we have been able to obtain it
at a low price as an experimental proposition. It is very promising
in our rubber industry. We obtain a quality in rubber that we
have been unable to obtain by any other substances, and we would
like to have acetaldehyde and Earaidehyde come in free of duty, or at
least at a very low duty. If the duty is made very high it will mean
that we shall have to abandon its use in competition with other rubber
companies in other substances. .

Senator McCumpEer. For what do you use it? i

Mr. Seear. For accelerators, They are substances that are put in
rubber to increase the rate of cure—that is, the rate of vulcaniza-
tion—and for giving better quality to the rubber. I thank you.
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STATEMENT OF MATTHEW ADGATE, NAUGATUCK CHEMIOAL CO.,
NAUGATUCK, CONN.

The Cuairmax, Please state your full name, residence, and whom
you represent. .

Mr. ApcaTe. My name is Matthew Adgate, Naugatuck, Conn. I
represent and am vice president of the Naugatuck Chemical Co.

am appearing here with reference to two articles named in para-
graph 2 of Schedule 1, and to Rrotest against the high rates of duty
proposed on acetaldehyde and paracetaldehyde for the following
reasons:

Neither acetaldchyde nor paracctaldchyde are now made in the
United States in commercial quantities, as was proved by a recent
investigation which we were compelled to make as to sources of
supply in this country, which investigation revealed the fact that
oven so small a quantity as 1 ton per week could not be obtained.

Acotaldehyde "and })aracctalde iyde are made from acetylene,
which in turn is made from calcium carbide. It is quite evident that
the duty proposed in pnra?'aﬁh 2 would give a monolpoly on these
products to the concern which already has a monopoly on calcium
carbide, and will probably result in such high prices as to throttle
the uses of these materials which have to compete with other alde-
hydes such as formaldehyde. -

There is no need of a high duty on acetaldehyde or paracctalde-
h}yde to secure protection from German competition, as the nature
of these substances is such as to make impracticable the transporta-
tion of same across the water.

Within the last 18 months we have invented new products useful
in the manufacture of rubber goods, using acetaldehyde or para-
cetaldehyde as a starting point. These new products are ljust, 2ing
introduced, so that our present consumption of paracetaldehyde is
only a small part of what our ultimate consumption is likely to be,
Erovided this material can be obtained at a reasonable price. If,

owever, the cost is increased by the figure indicated on the pro-
posed duties, % will make the price of our product so high as to be
without advantage for use in the rubber industry.

Wae believe that a rate of duty substantially as at present, namely
156 per cent ad valorem, will prove ample protection for any American
industry which may wish to go into the manufacture of acetalde-
hyde or paracetaldehyde, as the entire foreign competition will be
with Canada and not with Europe. This rate of duty will afford
some revenue, whereas the proposed rate will yield none whatso-
ever.

Senator WaLsH. There is nonre produced in this country

Mr. ApcaTE. There has been a small quantity of acetaldeh{‘de
groduced in this country, experimentally. Paracetaldehyde has

een produced only for medicinal purposes.
._Senator WaLsu. Why shouldn’t they be allowed on the free list
* if none is produced in this country ¢

Mr. Apoate. I assume we need revenue.

Senator WarLsu, That is the only ground we should consider, and
not the duty at all?

Mr. ADGATE. Yes.
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Senator WaLsH. How much is consumed in this country?

Mr. ApcaTE. I am not up on those figures. Our own consumption,
as I stated, is relatively small at the present time because we are
introducing a new product. .

; Sennt?or WatsoN. Is this a by-product of calcium carbide manu-
acture

Mr. Apgate. No. It might be considered so, but——

Senator WaTsoN. You stated a while ago that somebody has a
monopoly on calcium carbide.

Mr. ApgaTe. It comes from the Canadian Electric Products Cor-

oration. ‘
! Senator WarsH. Who asked that this be put in the bill?

Mr. ApgaTE. I assume that they did. I do not know.

Senator McCumBER. Did I understand you to say that we ¢ould
not import this from abroad ?

Mr. ApeaTE. It would be impracticable, for this reason: Acetalde-
hyde is a body which has a boiling point of about 70 degrees Faren-
heit, and it is highly volatile, so that it is practically impossible to
ship it now, except in solution form or in compress gas tanks. Par-
acetaldehyde can be shipped for reasonable distances, provided it
is not subjected to prolonged moderately high temperatures.

Senator WaTtsoN. What is this acetaldchyde made of ?

Mr. Apcate. Acetaldehyde is made from acetylene.

Senator WATSON. Acetylene?

Mr. ApGATE. Yes. -

Senator WatsoN. And paracetaldehydeis the same except that——

Mr. ApcaTE (interposing). It is the condensation product of
acetaldehyde.- -

Senator WaTtsoN. Yes. What are they using that for?

Mr. ApeaTE. They are used for various things.

Senator WaTsoN. What do you use them for# .

Mr. Apeate. We use it in making certain condensation producis
with amines.

Senator Wartson. What do you use amines for?

Mr. ApeatE. It is used in the rubber industry.

. Senator WarsoN. You say that none of either of these products
is made in this country ? ’ : .
Mr. ApoaTe. Only in an experimental way or for medicinal pur-

poses.

Senator McLEAN. Are they difficult to manufacture?

Mr. ApeaTE. I do not know that they are particularly difficult to
manufacture. It is a new industry.

Before the eighteenth amendment went into effect there was more or
Jess acetaldehyde produced by the alcohol distilleries, but there was
no market for the material at that time, and it was either allowed to
escape or it was burned under the boilers. ' .

Senator McLeaN. It is not a complex and complicated chemical
process, but a rather simple one, is it not? .

Mr. ApgaTe. I should judge so, although I believe there are some
features that are covered by patents. .

Senator WaLsu. If there is none of either of these products pro-
duced in this country, how can. you fix a duty, considering the
American valuation?
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Mr. ApeaTe. I do not know, except on the basis of the values that
exist to-da% .

Senator WaLsH. You could not get any quantities in America ?

Mr. ApgaTe. We are buying the stuff from an American concern.

Senator WaLsH. You are?

Mr. ApGATE, And they in turn import it from Canada.

Senator WaTsoN. I am told that the Union Carbide people have
two factories, one in Ontario and one in Sault Ste. Marie. Perhaps
you get yours from one or the other of these plants. '

. Mr. ApeaTE. It comes from the Canadian Electrolytic Corpora-
tion.

Senator DiLLiNeHAM. What amount do you use in a year?

Mr. ADGATE. At present we are consuming at the rate of from
50 to 55 tons per year, but we hope to increase that quantity. We
are figuring on at least doubling it.

Senator MocLgaN, Do you use it to manufacture footwear? -

Mr. ApgaTeE. Not particularlf footwear. I am not a rubber
chemist, and I am not very well posted on that line, but I do know
that this product which we make is made in compounding certain
-classes of rubber goods.

SBTATEMENT OF L. H. DAVIS, REPRESENTING THE CARBIDE &
CARBON CHEMICALS CORPORATION, NEW YORK OITY.

In the hearings recently held before your committes on_tariff bill H. R, 7456,
Schedule 1, Chemicals, etc., statements were made and briefs filed on behalf of a
(f}alxlm.dmt_x producer asking for the elimination of certain duties provided in the bill as

ollows:

1. Paragraph 1, page 2, lines 2 to 5, glacial acetic acid, 2 cents per pound.

.2. Pa ph 2, Ra%e 2,lines 24 and 25, and page 3,lines 3and 4, acetaldehyde, aldol,
or acetaldol, aldchyde ammonia, and paraldehyde (paracetaldehyde), 8 cents per
pound and 30 per cent ad valorem. . . .

In answer to those statements and briefs and in support of the above mentioned
duties we submit this brief. . . .

This company, with its associated companies, has been actively engaged in the de-
velopment of synthetic processes for the commercial manufacture of many chemical
derivatives of acetylene, including all those above given, since the year 19i4. It has
produced and sold substantial quantities of such products commercially and is pre-

ared to mge more extensively in such business provided it receives protection in

he new t aw. . . .

Theindustrial uses of these products are of both established and growing importance
as bases for general chemicals, dyes, solvents, pharmaceuticals, synthetic resins, and
for certain steps in rubber manufacture and copper-ore recovery, and plants for their
productionin this country are essential, since in time of war both the geroplane indus-
tr;; and mgﬁy branches of chemical gas warfare and of military explosives are depend-
ent upon them.

Reference ie made, in the brief referred to, to certain promising uses of aldol or
acetaldol in the recovery of copper ores by the flotation grocess, and the plea is made
that the copper companies can not obtain this product cheaply except through Cana.
dian imports of acetaldehyde and aldol. . ) . ) .

We to state that, so far as we know, this particular industrial use for aldol
has been developed entirely by our company in cooperation with the largest copper
producers of this country and that we have spent large sums of money in such develop-
ment. So far as we are aware the Canadian company referred to has contributed
nothing to thisimportant industrial advance., Weare prepared to produce whatever
amount the American copper companies require of this product at reasonable prices,
and wo believe that our pioneer work in this direction entitles us to be enabled to
compete on even terma for this business. )

The statement was made in the same brief that the cost of preduction of all the prod-
ucts, acetaldehyde, aldol, aldehydo ammonia, and paraldehyde, referred to in para-

aph 2 of the chemical schedule, is practically the same in Canada asin the United

tates. To this statement we take exception for the reasons, first, that, owing to

lower costs for power in the particulcrly Iavorablo situation of the Canadian plant,
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calcium carbide, whichis the source of the acetylene required for the chemical deriva-
tives therefrom, ia cheaper to manufacture: second, that the large scale plants built
there under the stimulus of war requirements are cheaper to og:mte than necessarily
smaller J)lants to supply the home market here, and third, that, as we are reliabl
informed, tho Canadian e(i)lante were built under war time contracts, one of whic
plants, having a designed capacity of about 750 tons per month of acetaldehyde or
aceticacid, includinga calcium carbide plant of 1,700 tons per month capacity therefor,
was built with funds furoished entirely by the United States Government, with provi-
sion for amortizing the entire capital cost in one year’s output of product, so that the
Canadian company has neither interest nor depreciation to include in its costa of
production, whereas the American manufacturer will have both, These items
require more than the amount of duty proposed in the House bill to enable the Ameri-
can producer to competo successfully. .

The statement was further made that “No competition other than that offered
by Canada need be expected in these materialsas neither acetaldehyde nor commercial
paraldehyde can be transported to any great distance, especially in the hot periods of
the year owing to tho low boiling point of both these products.’ )

This last statement is misleading, since these products may and would be con-
verted casily and very cheaply to paraldehyde, which boils at a temperature con-
siderably higher than water, and in such form could be transported safely and without
loss to any required distance and there, if necessary, reconverted to acetaldehyde at
similar inconstderable expense, .

Tho foreign competition which the United States manufzcturer must meet js not
only that from (‘anada but also that from cach of the other principal industrial foreign
countries, notably, England, France, Germany, Switzerland, Italy, and Japan. All
of these countries have, according to a review of the “'Chemical industry from cal-
cium carbide,”’ by M. Maurice Deschiens, in recent authoritative articles in French
scientific journals, well-developed plants for the production of chemical derivativea
of acetylene, Three English works with total capacities of over 200 tons per month,
four German works, one alone of which has a total capacity of over 1,700 tonsper
month, at least threo plants in France and one in Switzerland are mentioned aspro-
ducing these products. Wo understand that European producers of theso materials
have already seriously underbid the Canadian producer in the markets formerly
supplied by the latter and that the Canadian plant is temporarily closed. This fact
is conclusive proof that this industry requires generous protection in the United
States for its successful development.

Factories for these products are not only important for the industries of peace,
but they are vitally important for the rr uction in time of war, by readily made
conversions, of acetic acid and acetates for airplane ‘‘dopes’ and varnishes, acetone
for explosives, and gases and chemicals for poison gases, tear gases, smoke bombs,
and other features of the chemical warfare service. .

The plants for the manufacture of all these acetyleno derivatives to the extent
that this country requires their output should be in the United States and the duties
proposed are only sufficient to enable those industries to become established in this
country,

‘There is no danger of a monopoly of these products being created in this country
through the duties proposed. The wood distillation industry already furnishes the
crude material for the manufacture of over 5,000,000 pounds of glacial acetic acid
per year, and any one of several independent carfgide manufacturers produces suffi-
cient carbide to build up a large synthetic chemical plant for the manufacture of
acctaldchyde, aldo), aldehyde ammonia, paraldehyde, and other acetylenc derivatives,

CITRUS FRUITS AND BY-FRODUCTS.
[Paragraphs 1, 46, 64, and 16C..]

STATEMENT OF G. HAROLD POWELL, LOS ANGELES, CALIF.,
REPRESENTING THE CALIFORNIA CITRUS LEAGUE.

The Cuia1IrMAN. Where do you reside, Mr. Powell ?

Mr. PowkeLL. I resido in Los Angeles. I represent the California
Citrus Leaguo.

The CuairMAN, What is your business?

Mr. Powerr. I am a director and vice president of the California
Citrus League, and also general manager of the California Fruit
Growers Exchange.
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Senator LA FoLLeTTE. What is your address in Los Angeles?

Mr, PoweLL. Consolidated Realty Building, box 642, station 3,
Los Angeles. i

The CHAIRMAN. Are you here as a citrus producer?

Mr. PowgLL. I am here representing the Citrus League in these
industries, the league being an organization which represents the
citrus interests in all matters except that of marketing.

The CHarRMAN. Are you engaged yourself in the citrus industry

Mr. PoweLL. Yes, sir; I am.

The CsiairMAN. That is your sole business?

Mr. PoweLL. That is my sole business.

The CuatrMAN. You are not here representing others who repre-
sent the industry ? )

Mr. PoweLr. No; I ropresent the citrus industry oxclusively.

The CiAIRMAN. Are you a wholesaler or a jobber?

Mr. PowgeLL. | am a grower and a representative of grower
organizations, In addition to ropresenting the California Citrus
League, which has an authorized membership of about 90 per cent
of the California citrus fruit producers, I also directly represent two
of the manufacturers of citrus by-products in California, the Exchange
By-products Co., and the United Chemical Co., the two of which
manufacture about 80 per cent of the citrus by-products. .

The citrus by-products which I desire to bring to your attention
are, first, citric acid, under paraﬁraph 1 of the Fordney bill; second,
citrate of lime, under paragraph 46; third, lemon and orange oils,
under paragraph 54; and fourth, lemon, lime, and sour orange
juice:., under paragraph 1604. They are all a part of the by-products

uestion.

1 I desire, Mr. Chairman, to submit a brief, and I would like to take
a few moments to speak to the committee on the matter contained
in the brief. )

The CHAIRMAN. Did you have a hearing before the Ways and
Means Committee of the House?

Mr. PoweLL. The industry had a hearing before the Ways and
Means Committee. This citrus by-products industry is a new
industry in California. At the time the Payne-Aldrich Act was
passed there was no such industry. At the time the Underwood
Act was passed it was in the experimental stage. The rates of duty
written into both of those tariff acts were written from the revenue
point of view. In this bill, for the first time, the industry presents
to your committee its needs from a protective point of view. It is
what is popularly known as an infant industry, having developed
during the last few years. In this present year we are producing
about one-third of the total quantity of citric acid consumed in the
United States.

The rates of duty in the Fordney bill, which is before you, are
7 cents per pound on citrate of lime; 12 cents per pound on citric
acid; 20 per cent ad valorem on lemon and orange oils; and the con-
centrated juices are in the free list. . .

These rates of duty, from a protective standpoint, are inadequate
to protect the industry, as I shall endeavor in a very brief presenta-
tion of the matter to show the committee.

Tho industry is founded upon the utilization of waste fruit, the low-
grade fruit that is grown along with the other fruit and which has to
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be harvested and passed through the packing houses at a great deal
of lahor expense. The rates of duty which the league desires to
present to you are based upon the difference in the cost of labor in
the handling of these commodities in this country and in Italy, not
including the production cost of the raw material. Thoy take into
consideration only the labor differences in the handling of theso com-
modities from the time the fruit is harvested until it is processed
through the plant. They do not take into consideration freight or
the cost of producing the raw material.

The league requests this committee to give consideration to advanc-
ing the House rates to the following figures: Citrato of lime, from 7
to 12 cents per pound.

Senator Wartsox. Where do you find that ?

Mr. PowkLL. That is in paragraph 46, Senator. Citric acid, from
12 to 20 cents per pound.

Senator WATsoN. Why do you ask for that increase?

Mr. PoweLL. I will develop that on the labor difference, Senator.
Oils of lemon and orange, under paragraph 54, from 20 to 40 per cent
ad valorem.

Senator LA FoLLETTE. What oils are those?

Mr. PoweLL. The lemon and orange oils, Senator.

Senator SUTHERLAND. Frorn 20 per cent to what?

Mr. PoweLL. From 20 to 40 per cent ad valorem.

Senator LA FoLLETTE. To what use are those oils put? .

Mr. PoweLL. They are used in flavoring extracts. We also ask
that the juices in parglgﬁaph 1604, which are in the free list, be taken
out of the free list. ey will automatically come under paragraph
806, which provides for a duty of 70 cents per gallon on fruit juices
not specially provided for.

The imports of these commodities are practically all from Italy.
In Italy these lines of industry are controlled by a Government
monopoly, the Camera Agrumaria, an organization made up of pro-
ducers and dealers from different provinces and of officials of the
Government, with the president of the organization elected by the
cabinet of ministers. This organization controls and regulates the
marketing of these products, except the juices. It fixes the prices
periodically; allots monthly deliveries through its agents to different
countries, and guarantees a minimum price on the product to the
ﬁroducer when the product is deposited in the Government ware-

ouses. It advances the producer 80 per cent of the value of the
product when it is placed in the warehouse, and taxes all sales made
in an unofficial way—that is, not through this official body. These
facts are all contained in a report of the Tariff Commission. .

In the past the citric acid imports into this country have been
largely in the form of citrate of lime, which has been converted here
into citric acid by American converters. Durin§ the war the direct
importation of citric_acid also doveloped considerable proportions,
aﬁproxirnately a million and a half pounds in one year coming into
this country. The amounts of citrate of lime run from five to twelve
million pounds in a single year.

The lemon industry of California, from which these products are
made, is growing very rapidly. California has reached a point where
the production of fresh fruit is now more than equal to the normal
consumption in America, including imports. There is an increase in

L
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the next few years coming on of about 3,000,000 boxes. If that
fruit can be sold as fresh fruit, it will naturally seek the fresh-fruit
market. With conditions such as have existed during the last year

.and a half, with the exception of a period of about 60 days, a con-
siderably larger proportipn of the fruit is culled out, because it has
not brought the cost of handling and fceight. Therefore, as this
industry increases we may expect a very much larger increase in the
manufacture of these by-products. The present ontput of citric acid
from California represents about one-third of the total American
consumption.

Se?nator La FoLLerteE. What is the total amount of your produc-
tion :

Mr. PowkeLL. This year about a million and a quarter pounds of
citric acid, and the consumption is estimated at from four fo six
million pounds. It was very erratic during the war period.

The basis on which we are asking for these increases represents the
difference in the cost of labor between the United States and Italy in
harvesting, delivery to the factory, and processing. It does not in-
clude the cost of producing the fruit. We have among our own
members a considerable number of growers, and Mr. Hamilton, I
think, will present their point of view to_you, who feel that if the
theory of protection were to be fairly applied to this industry much
higher rates might be asked for including equalization of the differ-
ential as between Italy and America in the cost of f()roducin the
lemons in the field. The duties which the league is asking for places

the by-products business with other chemical industries of a similar
natuve, and with which the citrus by-products must compete. These
coms)eting industries are developed from low grade or waste %roducts.
The leaguo is making its requests upon the basis of saving labor costs
that must enter into the handling of the low-grade fruit when it is
harvested and handled through the lemon packing houses.

Senator WaLsu. What percentage of the consumption in America
is produced in America? = .

fr. PoweLL. About one-third at the present time.

To arrive at the difference in labor costs in America and Italy, the
costs as determined by the Ways and Means Committee and pub-
lished on the different classes of labor handling citrus products in
Italy have been used. The costs in California are taken from the
books of the different organizations producing citrus by-products;
these can be fully substantiated. The ratio of lnbor cost of the by-
product industry in Italy to that in the United States at the present
time is approximately one to four. The ratio in the fresh fruit pro-
duction is much greater. .

The comparative domestic and foreign labor costs applied to
citrate of lime are, respectively, 20.2 conts and 5.1 cents per pound.
In the manufacture of citric acid the labor cost is 35.6 cents a pound,
and 44 cents a pound for lemon oil in the United States, and 8.9 cents
and 11 cents, respectively, in Italy. Using these figures, the differ-
ence in favor of Italy in labor cost alone, not including other costs of
production, is 26.7 cents per pound on citric acid, 15.1 cents per
pound on citrate of lime, and 33 cents per pound en oil. '

. The rate of 12 cents'per pound on citric acid in tho Fordney bill
is only twelve-twenéy—snxths of the difference in the cost of labor
between the United States and Italy in the manufacture of the citric
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acid; the rate of 7 cents per pound on citrate of lime is only seven-
fifteenths of the difference in the cost of labor in the manufacture of
citrate of lime; while the rate of 20 per cent ad valorem on lemon and
orange oil represents only one-half the difference in the cost of labor
in the manufacture of the oil. The league therefore requests that
these rates be raised to 20 cents, to 12 cents, and to 40 per cent,
respectively, which partially cover these differcnces in labor costs
and put the American producer on a more nearly even competitive
basis, but make no allowance for the differences in the cost of pro-
ducing the fruit itself.

Senator LA FoLLETTE. In the investigations made by the Tariff
Commission of this industry, which I have not examined, can you
state whether they give the labor costs of the foreign production of
citric acid? ' . '

Mr. PoweLL. No; the Ways and Means Committee gives the labor
rates.

Senator LA FoLLeTTE. Yes; I understood that you based your
computation upon the tables [irepared by the Ways and Means Com-
mittee as to labor cost, but I was inquiring whether there was an
invostii(ation of that branch of the subject by the Tariff Commission.

Mr. PoweLr. There is a very complete report, Senator, issued by
the Tariff Commission, No. 13, 1920, on the acids.

Senator LA ForLETTE. Do they go into labor costs?

Mr. PoweLL. I do not think that report goes into the actual manu-
facturing costs abroad.

The league also requests that the citrus juices be removed from
the free list, paragraph 1604, because they are brought in and con-
verted into citric acid and citric acid will be imported in this form
unless they are placed under a tariff rate. If duties were imposed
upon citrate of lime and citric acid and none on these fruit juices,
the result would be heavy importation of concentrated juices in
which forin citric acid would enter duty free. Thereby the Amer-
ican citrus industry would be deprived of the protection needed and
the Government would lose the revenue which dutics on citrate of
lime and citric acid are expected to yield.

Senator. WaTsoN. What were the imports in 1909 and 1920 of
citric acid ?

Mr. PoweLy. As I recall, they run up to 1,600,000 pounds in those
years. That is for the calendar year 1920. I have not seen the
official figures, - :

The Cuairman. The official figures for citric acid for the calendar
ear 1920 are 1,317,467 pounds, valued at $1,142,842; for citrate of
ime 12,490,196 pounds, valued at $3,027,823; and for lemoh and

orange oil 855,240 pounds, valued at $1,815,777.

Mr. PoweLL. There are three or four large chemical factories in
this country that convert citrate of lime into cit-ic acid. The rates
which the league requests and which reﬁresenb only the differences
in labor costs in the manufacture from the fresh fruit, do not afiord
protection to the labor employed by the American converters. If
the committee desires to take into consideration the protection of
American_industries which convert imported products into citrate
of lime, the league suggests that the protection be based upon the
same labor ratio. It costs in California 4 cents a pound for the labor
necessary to convert citrate of lime into citric acid. A 3 cents addi-
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tion to the citric acid rate, or 23 cents a pound, will equalize this
labor differential and protect the American converter on the difference
in his labor costs. I think that is all, Mr. Chairman.

The CrairMaN. Have you a brief which you desire to submit to
the committee

Mr. PoweLL. Yes, sir.

BRIEF OF G. HAROLD POWELL, REPRESERTING THE CALIFORNIA CITRUS LEAGUE.

The California Citrus League is the authorized representative of more than 90 per
cent of the producers and shippers of California citrue fruits in handling of industry,
matters except those relating to marketing.

MANUFACTURE OF CITRUS BY-PRODUCTS A NEW INDUSTRY.

As a part of the citrus-fruit industry of California there has been developed in
recent years the manufacture of so-called by-products, notably, citrate of lime, citric
acid, and lemon and orange oils. The manufacture of these products direct from the
?e{;h fruitis a new industry in this country; it isin fact what 1s often termed an infant

ndustry.

At the time the Payne-Aldrich Act was passed in 1909 there was no such industry.
In 1913, when the Underwood tariff bill was being considered, development of the
industry had scaxcelf;fw.assed the experimental stage. Not until 1915 did the industry
become of commercial importance.

The present tariff bill, therefore, offers the first opportunity for the establishment
of duties on these articles which will afford protection to this new branch of the citrus
industry. In comparing the rates of du.ies now requested v ith those in effect in
previous tariff acts it must, then, be kept in mind that the rates now to be established
will be for the purpase of the protection of a new industry that was not in existence.
when previous fari(f laws were enacted,

The House of Representatives adopted a schedule of rates covering the chemical
b{-produew of the citrus industry as follows: Citric acid, Schedule 1, paragraph 1,
12 cents per pound; citrate of lime, Schedule 1, paregraph 46, 7 cents per pound;.
oils of lemon and orange, Schedule 1, par ﬂ:})h 54, 20 per cent ad valorem: lemon.
jutce, lime juice, and sour orange juice, Schedule 15, paragraph 1604, free list.

The California Citrus League requested the committee to approve the foliowing-
schedule of rates: Citric acid, 20 cents per pound: citrate of lime, 12 cents per pound;
oils of lemon and orange, 40 per cent ad valcrem.

The league now urges the Committee on Finance to change the rates adopted by
the House of Representatives to those requested by the league in order that the.
domestic product may be placed on a more even competitive basis with the imported
products and that the expense of handling the waste fruit which is convertea into,
these products may be saved to the industry.

BASIO FACTS RELATING TO THE BY-PRODUCTS INDUSTRY.

In normal years 10 per cent of the lemon crop and 3 per cent of the orange crop is
claszed a9 ' culls”’ and is not fit for shipment because of its physical condition. Under
unfavorable conditions as much as 40 per cent of the fruit may be classed as *'culls,"
becausc it can not be sold for enough to pay the cost of harvesting, ahiplging, and sell-
ing. I{ must, however, be harvested and sorted out in the packing house and the
expense involved in this handling is a loss to the grower unless the fruit can be con-
verted into by-products which will sell at a price that will at least cover these costs.

The conversion of this waste fruit in the United States into a useful product is
necessary to the stability of the fresh-fra.t industry.

‘THE LEMON BY-PRbDUUrﬂ INDUSTRY IN ITALY,

In Italy, the principal country producing lemons outside the United States, where
the cultural conditions result in a higher proportion of unsalable fruit, from 30 to 60
er cent of the total crop of lemons is converted into citrate of lime, citric acid, and-
emon oil. Inorder toinsure the prosperity of the lemon industry abroad, the Italian
Government has created a by-products monopoly through which a fair price is guar-.
anteed to the grower and the market for these products 1s controlled and regulated.
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The Tariff Commission has made an investigation of the by-products business in
Italy, It has the following to say (Tariff Information Series, 1920, No, 13, p. 24)
about its control b{ the Italian Government: . . .

“An important feature of the industry is the Sicilian method of selling the citrus

roducts.  The Italian Government created a citrus chamber or Camera Agrumaria,
o control and regulate the market for citrus products. This chamber is made up
of a certain number of producers and exporters from each of the Provinces together
with representatives from the ministries of commerce and agriculture and a president
nominated b{ the council of ministers. .

“Citrate of lime and citric acid are handled almost exclusively by the Cumera
which fixes the prices periodically and through its sgents allots monthly deliveries
to buyers all over the world, It guarantees the producer a certain minimum price
for his product and the Italian Government levies an export duty amounting to 1
lire per quintal (0.087 cent per pound) on all sales not made through the Camera
Agrumaria. The producers deposit their output with the Camera and they are
advanced 80 per cent of the value of the citrate of lime, and the balance is adjusted
when the sale is made." .

Citric acid, citrate of lime and lemon and orange oils are articles of world- trade.
The United States offers the largest available market for them. Citric acid is im-
ported into the United States clpeﬂ}y; in the form of citrate of lime and is here con-
verted into citric acid, though in the last few years large quantities of citric acid
have been imported direct. A large amount of citric acid is also imported in the
Ilorm c[)f concentrated lemon or lime juice, which, under the present tariff, is admitted

uty-free.
FUTURF. OF THE DOMESTIC BY-PRODUCTS INDUSTRY.

The American lemon indust‘rﬁig growing rapidly. California will produce 5,000,000
boxes of lemons in 1921, which is three-fonrths of a million boxes in excess of the
total normal consumption of lemons in the United States. There are 17,000 acres
of nonbearing lemon_trees in California, which, if the indusiry is maintained, will
increase this surplus in the next few years to at lcast 3,000,000 boxes. ‘This increase
in production will increase the supply of cull lemons which should be converted
into hy-products. .

California is now producing one-third of the citric acid used in the United States
and will largely increase its production in the next few years. .

Five factories, two of which are operated by cooperative growers’ organizations,
have already been cstablished in (‘alifornia to handle orange and lemon b‘y-producw.
These five factories are prepared to utilize the entire cull supply if a tariff is enacted
that will make their continued operation and the expansion of the industry possible.

The United States Tariff Commission, which has recently investigated the domestic
by-products industry, has the following to say about its futuro (Tariff Information
Series, 1920, No. 13, p. 26):

““’There is an opportunity for the growth of the by-product industry in California
through the more complete utilization of the culls'and through the growth of the
lemon-growing industry. ‘The acreage of young, nonbearing lemon groves in Cali-
fornia 18 about 75 per cent of the acreage of bearing trees, and much of the latter is
in young orchards which have not reached the full-bearing stage. It may, therc-
fore, be %redicbed that within five or six years the total crop of lemons will be nearly
double that produced during 1912, If the same proportion of the crop were treated
a9 culls, and if all the culls were converted into by-products, the production of by-
products would be about four times as great as at present (1918). Should it prove

.difficult to sell tho double crop of lemons at profitablo figures, the tendency will
be to grade more strictly, and thereby to increase the proportion of culls. It is
hardly to be expected, however, that the output of by-products will increase euffi-
ciently to supply the entire American demand.”

RATES OF 'DUTY REQUESTED BY THE LEAGUE.

The rates of duty requested by the league are tho minimum required to place the
domestic industry on & more nearly even competitive basis with the foreign industry
whose products are manufactured by cheap labor and handled aud controlled by
government monopoly, A permanent by-products business can only be developed
on fruit that is classed as culls. The league is, thorefors, asking for rates that will _
only equalize the difference in the labor cost of harvesting and converting into by-
products the fruit that is not marketable in its fresh state. The suggested rates of
duty do not take into consideration the cost of producing the fruit and therefore
would not encourage the conversion into by-products of any fruit that would other-
wise be shipped in its fresh condition.



820 TARIFF HEARINGS.

. ‘The rates of duty roquested’are based on a comparison of the wages paid for harvest-
ing the fruit and manufacturing citric acid and lemon o¢il in Italy and in California.
The Italian wages are taken from tatles compiled by the clerk of the Ways and Means
Committee, (Tariff Information, 1921, Wages in the United States and Foreign
Countries, pp. 9 and 36.) The wages in California are taken from the records of
those handling cull lemons and manufacturing these products. .

The comparison of wages, including the ratio between the Italian and American
rates, is set forth in the table following:

Comparative wages in Italy and America.

. American
Class oflabor. Italian wage. wage. Ratl.o.
[ |
Fruit gathering. $0.52-80.62 | $2.50-$3.00 | 1:4.8
Roughlabor.... 69 .78 275~ 3.25! 1:4
Process men.... . «87- .90 3.20-3.60{ 1:3,8
Chemists and mechanics........... o 83~ 95| 3.60- 4.80; 1:4,4

THE COST PER TON OF HANDLING CULL LEMONS IN THE UNITED STATES.

The cost of converting cull lemons into citric acid and lemon oil in California is
known from the records of the Exchange Lemon Products Co. and the United Chemical
Works, which have converted 70,000 tons of lemons into these products since 1916.
The predent cost of harvesting the frait, handling it to the central factory and of
manufacturing, including the proportion of the cost represented by labor, is'set forth
in the table following: .

Cost of handling and processing low-grade lemons.

j f

 Cost per | Per cent |  Labor

o, i labor, °°ts;nlf"

{

i
Gathering rUt...uveseisinerreisessenntorsonnorenssannes secasecnnsasennes P $9.00 f 25 $3.65
Transportation to central factory..... . 579 i 60 3.47
Factory operation and maintenance. . L0 T3 30 4.42

L Rt X 3 N 16. 44

Since both citric acid and oil of lemon are manufactured from the lemons, a p;?er
division of the labor costs per ton as outlined in the preceding table is estimated ‘to
be $14.24 for 40 pounds of acid and $2.20 for five pounds of lemon oil produced from
one ton of cull fruit. This represents 35.6 cents per pound of citric acid and 44 cents
per Po‘.md of lemon oil. . . .
All citric acid in the course of its manufacture passes through the citrate of lime
stage. ‘The labor required in the further processing, costs approximately 4 cents
r pound of acid crystalized. The labor cost of acid in the citrate stage is therefore
1.6 cents per pound. A pound of citrate contains sixty-fourth one hundredths
und of pure acid, the labor represented in this citrate of lime costing therefore
.2 cents per pound of American citrate,

COMPARATIVE LABOR COST8 OF HANDLING CULL LEMONS AND OF MANUFACTURING
BY-PRODUCTS IN THE UNITED S8TATES AND ITALY.

Using the cost of labor on citric acid made in California as outlined above at 35.6
cents per pound, the comparative labor cost of Italian citric acid is 8.9 cents per
pound, the labor ratio between the United States and Italy being 4 to 1. The com-

tive domestic and foreiga labor costs applied to citrate of lime are, respectively

.2 cents and 5.1 cents per pound. The comparative labor costs of domestic aqd
Italian oils are 44 cents and 11 cents J:oer pound. The difference in labor costs in
favor of Italy is 26.7 cents on citric acid, 15.1 cents per pound on cifrate of lime, and
33 cents per pound on oil. The value of imported oil is approximately 80 cents per
pound or 72 cents before payment of duty. An ad valorem rate of 40 per cent equals
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128.8 ce?}awlier pound, or 4.2 cents per pound less than the difference in labor cost in
AVOr 0 .
The table’;ollowing shows a comparison of the cost of labor per pound of citric acid,
Fimmfolft;ilme and lemon oil in the United States and Italy and the difference in
AVOr O y:

Comparalive cost of labor per pol}m_d w(y citric acid, citrate of lime, and lemon oil in the
ni

States and Italy.
United Dmel:
nl ence
States. | 1819+ | “favor
Italy

Cenls, | Cents. Cents.
Citric80ld. . cuvoerrocccnssiacsionnarons erressasecsetanisnns tesersnennonn 35.6 89 26.7
Citrate Of lime. . cviunerenenriacrnisscnscsnsosvarusrastnornnensasnssasions 20.2 51 15.1
MON Oll.eyauierinannrertnearsansnrieriosiesstnersasassrcnnsonnesnncsns 4.0 11.0 33.0

RELATION OF LABOR COSTS TO RATES OF DUTY REQUESTED,
The rates of duty requested by the league are conservative from every standpoint

of tariff making. The rates adopted by the House of Representatives do not meet

»

the theory of protection to an American industry. The former rates established by
Congress were not protective rates, but were enacted from a revenue point of view
before these industries began to be established in California. .

The rate of 12 cents per pound on citric acid in the House bill is only twelve
twenty-sixths of the difference in cost of labor between United States and Italy;
the rate of 7 cents per pound on citrate of lime is only seven-fifteenths of the difference
in the cost of labor; while the rate of 20 per cent ad valorem represents only one-half
the difference in the cost of labor in the manufacture of oil. ‘These rates are not
sufficient to give reasonable protection to the domestic industry. :

LEMON JUICE, LIME JUICE, AND SOUR-ORANGE JUICE,

The removal of lemon juice, lime juice, and sour-orange juice from the free list
is also necessary in order to insure protection to the American industry. Imported
concentrated juices are hecoming increasingly important sources of citri¢ acid. If
duties were imposed upon citrate lime and citrie acid and none of these fruit juices
the result would be heavy importation of concentrated juices in which form citric
acid would enter duty free. Thereby the American citrus industry would be deprived
of the protection necded and the Government would lose the revenue which duties
on citrate of lime and citric acid are expected to yield.

The league, therefore, can not urge too strongly the adoption of the rates recom-
mended as the minimum rates required to place the American industry on a more
nearly equal competitive basis with the foreign producers. It urges that the Senate
Finance Committee recommend to the Senatc a change in the rates in the bill now
before it, increasing citrie acid from 12 to 20 cents per pound, citrate of lime from 7
to 12 cents per pound, and oil of lemon and orange from 20 to 40 per cent ad valorem.

It is further recommended that lemon juice, lime juice, and sour orange juice
(par. 1604) be climinated from the free list. Upon such elimination, paragraph 806
will impose a duty on those juices that will afford some measure of protection and
prevent the loss of revenue that the duties on citric acid and citrate of lime should

yield,
. CONSIDERATION OF AMERICAN CONVERTER.

In this bricf are presented the facts which measure the minimum tariff needs of
the primary industry, namely, the manufacture of citrus by-products direct from the
fresh fruit, There are also in the United States two or three large chemical factories
which number among their many chemical products citric acid extracted from im-
ported citrate of lime. If special protection is to be accorded the American converter
who uses 1mgorted citrate, the league suggests that such added protection should be
based upon the difference between the American and Italian labor cost of this refining
process. This labor cost is shown by the records of the Exchange By-Products Co.
to be 4 cents per pound of citric acid. Thisis 3 cents higher than the correspondin
lahor cost in Italr The addition of 3 cents to the citric acid duty would affor
protection equivalent to 100 per cent of the labor differential against the American

81527—22—scH 1—-4
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converter and give him the same character and an even greater degree of protection

than the primary industry asks for itself. :

The duties requested by the league are the minimum necessary to afford reason-
able protection to this primary industry, and it added protection is to be given to the
American converter, that must be done by increasing the citric acid duty and not
by decreasing the citrate of lime duty.

STATEMENT OF GEORGE N. HAMILTON, OLAREMONT, OALIF.,
REPRESENTING THE LEMON-GROWING INDUSTRY.

The CuatrMaN. Mr. Hamilton, will you kindly state for the reco=d
where you reside ? .

Mr. Hammuron. I reside in Claremont, Calif.

The CHAIRMAN. What is your business?

Mr. HamirToN. Growing oranges and lemons.

The CHAIRMAN. You are actually in the business as a grower?

Mr. HamrroN. Very much so.

The CaaTRMAN. Wil {'ou proceed to submit your views to the
committee on these articles?

Senator LA FoLLETTE. Mr. Hamilton, will you please give your
post office address$

Mr. HamiLtoN, Just Claremont, Calif,

I appear here at the request of the directors of three of our local
lemon growers’ associations, the Upland Lemon Growers' Assccia-
tion, the Mountain View Fruit Association of Upland, and the College
Heights Orange and L.emon Association of Claremont. Thosé asso-
ciations pay my expenses. I represent. them and I feel that I repre-
sent the views and the needs of the majority of the lemon growers
of California.

I think I am representing—I know I am—the pledges of the
Republican Party that were made at tho election last fall when the

uestion of saving those lemon groves was the one that influenced,
am sure, the large majorities which were piled up in those hitherto
Democratic districts. It was a landslide. In Claremont, the little
town I represent, the vote was four to one. What we would like to
know is whether this protection is a fact or whether it is camouflago.

Senator WaLsH. I suppose it goes back to the Democratic Party
if it is camouflage. ‘

Mr. HayavtoN. The two Democratic Members in the House frora
California have joined with us in this matter.

The CualrMAN. Is that protest in favor of citric acid or against
the League of Nations? ,

Mr. HamintoN. We will not discuss the League of Nations unless
‘you require it of us,

In 1909 there were 1,943,000 boxes of lemons shipped by California,
in 1920 there were 3,615,000 boxes. In 1909 there weYe 1,853,000
boxes of lemons imported, in 1920 there were 1,532,000 boxes,

In 1909 thero were 17,286 acres of lemons of bearing age in Cali-
fornia, in 1920 there were 33,059 acres. Seven years old and over
is what we call a bearing age. They increase aiter they are seven
Zearg old for five or six or seven years. In 1909 there were non-

earing 3,300 acres, in 1920 there were 17,495 acres, More than
50 per cent of our lemon acreage is nonbearing. -
he production of lemons in 1920 in this country was 13,000 car-
loads of 400 boxes to the car. The consumption was 13,000 carloads.
The importations of fresh lemons was 3,831 carloads, being substan-
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tially the amount we were compelled to send to the products company
and receive in returns not enough to paﬁ for the cost of harvesting
and manufacturing. A part, owing to the inability of our products
plllant to handle it, we hauled out and dumped and a part was left on
the trees.

The CaarrMAN. Why were those lemons destroyed

Mr. HamittoN. Large numbers of them were good lemons, but we
were shipping our lemons and not getting the cost of shipping. We
wero losing money right along. ey were good lemons, but they
needed marketing at once. . If they had becn lemons that we could
have held until the summer time we would have done so, but some-
thing had to be done with them, and we could not get out whole by
sh’ileln them, so we hauled them out and dumped them, )

he CAIRMAN. Do you remember the highest price that lemons
brought in Chicago about the time that these lemons were destroyed ¢

Mr. HamictoN. I do not remember the highest price. The aver-
age f. 0. b, price, as I remenfber it, for our calendar year, up to about
the time this hot weather came, was $2.06 a box. at was the price
we received in California packed and loaded on the cars. )

Mr. PoweLL. During a very short period in the spring the ship-
ment of lemons from California would not pay the cost of harvesting
and the freight. Every box handled under those conditions meant
borrowing money to pay the actual handling cost. Every packing
house was full to the limit. It cost the grower money to ship every
box, and part of the goods got in such a condition that they could
not be shipped. A very few lemons compared to the total crop, less
than a thousand cars under those conditions, could not be shipped.

Senator WarsoN. Did you try to ship them through the canal?

Mr. PoweLL. All we conld.

The CuairMAN. I realize those conditions, but I also recall a very
widespread difference in the price of lemons in Chicago at that time.

Mr. PoweLL, Not at that time. That was in the 70 days from
May 21 to the last of July, when the price, on account of the extreme
heat, went to a high point, but during the last two weeks the price
has %ono down as spectacularly as it went up, owing to the cool
weather.

Senator La FoLLETTE. What is the freight charge on & box of
lemons?

Mr. HamiLToN. 8$1.44 a box, freight and war tax.

Senator WatsoN. To New York

Mr. HamivtoN. To New York. It is a blanket rate over a large
territory. . L

Senator McComBER. What was the causo of the slump in price at
the time when so many carloads of lemons could not be shipped and
were destroyed ?

Mr. HamueroN. It was due to the fact that we had so many lemons
that we shipped more than the market would take. They did not
want them; they would not take them. That was the cause.

The CrratryaN. It has been suggested that the eighteenth amend-
ment may have hurt the lemon industry. .

Mr. HayavroN. I argue the other way., Some of our people say it
does, but I think I can demonstrato that it does not. So there it
goes.
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Senator McCuMBER. Was that condition due to an overproduction
in the United States?

* Mr, HasmiLron. Which ? : .

Senator McCusmBeR. The fact that gou could not _dispose of your
lemons hecause there was no demand for them. Did we have an
overproduction that year?

Mr. HamitoN. It was due in part to an overproduction.

Senator WatsoN. What were the imports that year?

Mr. HaMiutoN. The imports last year were 3,831 carloads.

Senator La FoLLETTE. But you stated that the production in this
country equaled the consumption in this country.

Mr. HayiLtoN. Yes.

Senator LA FoLLETTE. And that the imports made the excess of
production in the market.

Mr. HaMiutoN. Yes; made an excess in the supply.

Senator McCumneR. That is what I am trying to get at, whether
the imports had anything to do with that slump in prices.

Mr. HaviuroN. Certainly; they were there, and they were sold,
and when they were sold it knocked the market for us.

Senator WatsoN. What does it cost to lay down in New York a
box of lemons raised in any competing country ?

Mr. HamictoN. I can tell you better by what they have sold for.
During the whole year of 1914 they sold at an average of $2.20.a box,
laid down in New York.

Senator WatsoN. What did you lay yours down in New York fort

Mr. HaMivroN. We can lay ours down in New York at $4.58 a
box, which does not allow us any profit or interest on our investmont.

Senator WatsoN. From what country can they lay down a box of
lemons in New York at $2.20%

Mr. HauvictoN. Italy can lay them down at much less than that.

Senator WarsoN. And did all those imports of 3,831 carloads
come from Italy?

Mr. HauirtoN. I think they all came from Italy. Italy is the big
lemon-producing country of the world.

Senator WaLsH. Is not tho production of lemons in Italy de-
creasing ¢

Mr. Hamivron. It does not seem like it. I do not know. They
are not sending as many here as they did, but those figures I have
just read show how they are fluctuating.

Senator DiLLINGHAM. As a general statement are we to under-
stand that Italy and Sicily can lay down their lemons in New York
at substantially one-half the price at which California can lay them
down there for?

Mr, HamitToN. I think less than one-half. Mr. Powell mentioned
the fact that the labor charge was at the ratio of 1 to 4. That
is a big element in growing lemons. We might as well throw u}l)i the
sponge if you are not going to allow us to figure the growing of then.

e said the ratio was 1 to 4, but whén it comes to the growing
of lemons my understanding is that the ratio is nearer I to 10.
That is a large element, gentlemen, Then when it comes to freight
our freight is $1.44 a box, while their freight is not always known.
It is not controlled b% the Interstate Commerce Commission. It is
cpen to all sorts of rebates and secret rates. I have heard of rates,
where they shipped similar distances, at 14 and 15 cents a box.

_‘ L I L ] .
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Senator McCumBER. On account of the cheaper product from
Italy and Sicily, you have had no New York market for years in tho
lemon business, have you?

Mr. Hamiuron. We have shipped a good many lemons there.
Our lemons are shipped by rail, and at times we can not get our
costs out of them. We would lose money on them. At other times
when the market is more promising we ship to New York. We
start our cars, maybe the consignee will conclude he is overstocked
and ask to be let off. Those cars go to New York and are sold in
New York at auction. Last week we sold 13,765 boxes of lemons
in New York at $3.19 a box. The foreigners sold over 17,000 boxes
at $3.45 a box, . . .

The CHAIRMAN. You can not object to competition with Florida,
can you? .

Mr. HamiuroN. Florida does not produce lemons.

The CraRMAN. I thougbt there were a considerable number of
lemons coming from Florida.

Mr. HamizroN. We do not realize it. It was the foreigners.

Senator CALDER. There are no lemons coming from Florida. The
onéy source of lemons is Italy. .

enator DiLLiNaAM. So that last week in your auction sales you
sold as many lemons in New York as Italy did?

Mr. HamirtoN. No; they sold 17,000 boxes and we sold 13,000
boxes. We sold at 83.19 a box, while the lemons cost us, f. 0. b,
New York, without interest or profit, $4.58.

Senator DiLLingHAM. You lost over a dollar a box on those lemons ?

Mr. HamictoN. We did.

Senator SuTHERLAND. Do you mean to say that you have no
information on the frcight rates in the shipment of lemons from
Italy to New York?

hl\ r. HamiLtoN. Rates are given out, but I have no confidence in
them. -

Senator WarsoN. What is the difference in the freight rates by
rail and boat through the canal to New York ?

Mr. Hamivtox, I think the rate is 60 cents by hoat and $1.44 by
rail. There are disadvantages and difficulties ahout boat shipments.
It is in its infancy, that part of the business. But that will not in-
crease the market. ’

Senator Smoor. The importations for the year ending June 30,
1921, were only $1,520,062, and compared with the year 1920, it was
not half of the amount.

Mr. Hayiuton, That would be affected both by the price and by
the volume, maybe altogether by the price. I could not tell without
analyzing it. You see up to the time this hot spell came, for nearly
a year and & half, we have had the worst sledding you ever saw.

he production five years from now, if we maintain our groves,
should, according to my estimate, amount to about 21,000 carloads.
The consumption in five years, figuring on the usual rate of increase
we have had in the past of 2 per cent per annum, would be about
14,300 carloads, making a surplus at the end of five years of 7,000
carloads. The excess lemon acreage which would be represente(i by
this surplus would be from 15,000 to 20,000 acres. It is to avoid tho
destruction of these lemon groves and the homes that are on them—
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we can not go on raising lemons unless we have a market that will
pay for the cost of production—that is the reason I am here. There
were 2,000 acres of lemons budded over and 1,000 acres pulled out by
discouraged owners last spring. It is a real danger.

Mr. Teague, the president of the citrus league, in_answer to my
question, ““ If the leaguo secures the duties that they asked for in their
brief, which Mr. Powell has just stated, would it not be a fact that it
will not furnish an outlet for our excess supply and would it not be
necessary to destroy a large percentage of our lemon acreage?’”
replied, "That is true.” It is something that can not be denied.  We
have to be protected in growing those lemons or destroy our groves.

Senator WatsoN. Do the Pacific Islands produce many lemons?

Mr. HamirtoN. I do not know. We have not heard of it.

I have 5,000 lemon trees, over 4,000 of them beingjseven years old
this f'ear, just ending the eight ycars ¢ famine which go with the
development of a lemon grove. I debated seriously this last sprin
whether or not I should pull them out or bud over. I consulte
oxperts on the subject. It takes just about as long to get them in
bearing by budding over as to pull out and plant anew.

Senator LA ForLETTE. What do you mean by ‘“budding over’?

Mr. HaMILTON. BuddinE into oranges or grape-fruit. It was un-
certain as to which was the best thing to do, to pull them out and
plant anew or to bud over, and after debating it I finally concluded
that I would wait another year. I considered eliminating 40 acres
of mine this last year. )

Senator WaTsoN. You are spesking about lemons?

Mr. Hamirton. I am speaking about lemons only. That is all 1
am going to talk about. If it is a fact that we can not have some
other outlet than the fresh-fruit market I would feel like sayin%
“Make it snappy and get rid of it; mako- it short, this period o
elimination.”

Ten thousand carloads of lemons a year are required to supp(liy the
citric acid consur n_tho United States. I speak in carloads be-
cause it is easier for me to see and it does not take so many figures.
Citric acid is a nonperishable product. To that extent it has an ad-
vantage over the fresh lemon business. A lot of the risk and danger
of decay is removed; all of it, in facc. It is almost equal in volume
to the Iresh fruit market and in freedom from risk is superior. Ten
thousand carloads of one against 13,000 carloads of the other. If we
could have a market for the two on a basis that would give us a chance
to live, we could market all the lemons that we could produce on all
the trees that are now planted in California and hayve an inducement
to plant some more. That is the proposition exactly.’

e league takes the position that citric acid i3 made out of a
worthless product, but Italy does not treat it so. In large districts
in [taly 80 fper cent of the fruit or more goes into the products. Then,
is it not a fact that they are growing their fruits for the product?

Senator McLeaN. But you do not get the large profits out of the
lemons that you sell to the citric acid men?

Mr. HaMiLtoN. We have not gotten our costs.

Senator McLEAN. So it is of no advantage to you to raise lemons
for that purpose under any conditions?

Mr. Hamirton. Not unless we are protected against tho cheap
prices of Italy I figure the growers of Italy get 4 cents per pound, in
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their money, for the fruit processed over there on the basis of present
prices of citric acid, whilo we are getting nothing. The whole problem
1s are we going to protect our American laborers in maintaining a posi-
tion that 1s above the labor of Italy? If we do that you have to pro-
tect us, and I feel that 10,000 carloads of lemons marketed in this
way is worthy of consideration and protection. The product is a

ood product. It is made out of lemons. They are just as good for
that purpose as the best of lemons, and, in fact, during the eight or
nine dull months of the Kear we make it a point to pile up our lemons,
because at that time they will not take them when we ship them
East, and we take good care of them and have them ready when the
hot spell comes, as it did this summer. During that time there is
moro or less real good fruit that the trade v:ill not take but which has
reached a stage that requires some immediate disposition. You can
not expect us to ship the fruit and lose money on it and maybe pay
the freight in addition.

1f we could put that class of lemons into citric acid and the other
products in such manner that we could get nearly the cost of growing
them, it would stabilize the industry. It would enable us to increase
the supply so that when these times of keen demand do come wo would
be prepared to meet the demand. It is not possible to fortify our-
selves and be in a position to supply such a demand as we had this
summer. It would be just as roasonable to expect a bank to do a
profitable business and be ready to pay every depositor in full every
minute as to expect us to get lemons here to take care of tho tre-
mendous demand that existed this summer. We did the best we
could to break the market. We shipped in the two months of June
and July 4,130 carloads, whereas during the four years previous the
average yearly shipments for the same period had been 2,155 car-
loads, and the highest shipments for the same period was 2,622
carloads,

The CatrMAN. Shipped where?

Mr. HasiutoN. To the markets here in the East. We increased
our ‘mckin and shipxing to the highest limit, but we could not
supply the demand. hot spell here in the East always causes a
jump in the market. This hot spell surpassed anything in the

istory of the lemon business.

The CrairMaN. Have not the imports of foreign lemons gone
down with wonderful rapidity?

Mr. HaMmiLToN. They have sprung up somewhat recently,

The CitatrMAN, In 1914 there were only $2,000,000 worth and in
1920 there were $542,000 worth.

Mr. HawiLroN. To say a dollar’s worth would not necessarily
mean anything. A person has got to go into it and see how the
}F}'fce was., There was a shortage of supply from abroad this season.

oy did not have them piled up in the East ready for this hot spell.
Whether it was a scheme to affect prices, or whether it was a fear of
this 2-cent emergency tariff or what not, I do not know. There
was not the usual amount of importations during the early months
preparatory for a hot spell, and owing to the extreme degresslqn last
summer and the disappointment the speculatcrs had they did not
buy our lemons and store them up. en we sent them here they
paid us prices that discouraged us from shipping any more.
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Senator SUTHERLAND. Do you mean that in that activo demand
you lost on any shipments of those lemons? .

Mr. HAMILTON. en that active demand came it was a life
line to us. That has changed what was the most deplorable situa-
tion gou can imagine into one for the time being that was very rosy.
Mr. Powell, when we averaged our sales for the present fiscal year,
from September 1, 1920, up to the present date, has not the average
return been sufficient to paying our cost and 8 per cent on our in-
vestment, for that timef
. Mr. PoweLr. About 8 per cunt.

Mr. HanmiutoN. If woe go back to the beginning of the depression,
our return averages costs and 3 per cent on our investment in

ves.

Senator SuTHERLAND. What fiscal year do you have reference to?

Mll)‘. HawMmiLroN. Our fiscal year has reference to the 1st of Sep-
tember.

Mr. PowrLL, During the period of the hot weather, from May 21
to the 31st of July, California shipped 90 per cont more lemons than
the average shipments of-the last four years. The total supply of
this country during the hot weather was 60 per cent greater than the
averago of the last four years. But the demand for lemonade, etc.,
was 50 great in the hot weather that that total of 60 per cent increase
resulted in a shortage. The rail freight rates per box on California
lemons is $1.44; the freight rate by boat is 60 cents; but the terminal
charges on each end are such as to make comparable a rate of about
75 cents as against the rail rate of $1.44.

The CHamRMAN. Can ,You have printed, Mr. Hamilton, a portion
of your brief and curtail your statement before the committee? It
is true that %our time has been largely consumed by the asking of
questions. Wo want to give you all the time you desire, but please
bear in mind that we are operating undor this 15-minute rule.

Mr. HamiLroN. I appreciate that, Mr. Chairman.

Senator JounsoN. May I suggest, Mr. Hamilton, that you state
the rates that you think are appropriate and the reasons therefor.

Mr. Haviuron. I wanted to lead up to the reasons before I stated
them. I want to repeat that in large districts in Italy they grow
fruit for these products. When a man year after year puts 80 per
cent or more of his lemons in one line, is not that what he grows
them for?

Scnator WarsoN. We are perfectly familiar with that,

Mr. HaMiLToN. It is not a cull business. It should be treated as
a business that islegitimate and has value in the stuff that we turn
over to tho products factory.. To meet the situation we growers
have put up a plant. It has a capacity now of about 1,200,000
pounds of citric acid a year. Other corporations in California have
a capacity of about 800,000 pounds a year. The two together
make about a third of the consumption of the United States at the
Eresont timo. It is a new enterprise, to my mind, like the packing

ouses which we join together and build as a means of packing our
fresh fruit and shipping 1t. This is just an instrument for marketing
our lemons. Citric acid is not a by-product. It is misnamed. It
is the whole thing. The lemon oi miﬁht be called a by-product,
but the citric acid is the means we have adopted to market the lemons.
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Wo have invested about $200,000 in this plant; we have about
$125,000,000 invested in our groves and eluipment, and the impor-
tance of the two is illustrated thereby. Those valuations of groves
aro my valuations. Some people make it less, but I have had some
experience in the growing of a grove recently and I think I know
what I am talking about.

The citric acid plant employs about 35 or 40 men. In our groves
tho owners work and they employ help and their boys. The estimate
I got from the league is that there are 12,500 men and their families
dependent upon the §owing of the fruit.

gnator McLEean. You said ““fruit.” You mean lemons, do you

not

Mr. HaMiLToN. I mean lemons; yes, sir. As to the size of the
groves and to illustrate how intensive the work is, in our association
there are 215 members; they have 1,300 acres of lemons; and there
are several of us that have maybe 40 acres or more and several more .
that have 20 acres or more. If those are included, the average would
bo a little over 6 acres to the owner. If they are oxcluded, I think
it would be reduced below 5 acres. :

To he worth while this business has to pay the grower something.
It seems ridiculous to offer a proposition that does not take into con-
sideration what the grower needs. It has been impossible for us
to make anything out of the fruit sent to the products plant. It will
be impossible in_the future, unless you recognize the difference
between the American and Italian cost of producing the fruit, harvest-
ing it, and processing it. We have never been here before to ask
for a protective duty on these products. We have never needed it.

Senator DiLLiNgHAM. What are you asking for now?

Mr., HamiztoN. Just wait a minute and I will give it to you.
I want to get at it naturally.

The CHAIRMAN. Senator Johnson, Senator McCumber has an inquiry
to suggest to you.

Senator McCumBER. No; I was going to suggest that the witness
might follow the advice given by Senator Johnson; that is, to give
?ﬁr(t)he I1l-atess we ought to have and the reasons, so that we could get
Senator JonNsoN. I was trying to save the committee’s timo in

making that suggestion.

The Cuammman. Mr. Hamilton, you understand that the Senate
meets at 12 o’clock and the committee usually takes a recess from
12 o'clock until half past 2. We want to help you in every way by
permitting you to make a statement and let you print the balance.

Mr. HamintoN. The rates that we ask are 70 cents per pound on
citric acid, 40 cents per pound on citrate of lime, and 50 per cent ad
valorem on oil of lemon. We also ask $2.10 per gallon on lemon,
lime, and sour orange juice; and dried lemon juice and all other

* products of the lemon not specifically provided for, 70 cents per
pound on the citric acid content thereof,

Senator WaTsoN. How much do you want on lemons themselves.
It is 2 cents per pound here. Is not that enough?

Mr. HamiuoN, It is not enough, but——

Senator WATsoN. You are not asking any more ?

Mr. HamictoN. No; what I want is protection on the products.
If you give us 4 cents on fresh fruit, it will not save our lemcn acreage
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unless we got this protcction on the products. I am trying to savo
that excess acreage. ’

Scnator WatsoN. You and the last witness do not agree on tho
tariff you want on by-products?

Mr. HasvroN. Not by any means. He just takes into considera-
tion the costs of harvesting and processing our fruit.

Scnator McLeEaN. How many lemons are there in a box 1

Mr. HamivtoN. The number of lemons in a hox varies. The most
popular and general sized box contains from 300 to 360. However,
this year, somo groves were not picked all winter. The men could
not borrow money. Usually most of the packing houses financo the
picking, but they got to the point where the packing houses could
not borrow money.

Senator MoLeaN. You get somewhere around a cent a piece?

Mr. HamivtoN. The price varies so that I could not, without a

.good deal of timo, tell just what it is. When we wero getting the
ighest prices it scoms to mo I figured it netted us about 25 cents a
dozen. Is not that correct, Mr. Powell?

Mr. PoweLL. I was not listening,

Mr. Hamirton. The Senator was asking for the price we were
getting for lemons. I said when we were getting the highest prices
this last summer, did it not return to us about 25 cents a dozen?

Mr. PowgLL. Something like that.

Senator WaTsoN. Are you interested in these factories that make
the by-products?

Mr. HamicroN. I am one of the owners. We growers contributed
so much a box to establish and work out this thing. .

Senator McLeaN. How much would your proposed increase in
the tariff raise the f.srice of lemons per dozen to you?

. Mr, HamiLton. 1 have not figured it that way. I will tell you
what I am figuring. I am figuring this, and what I have asked is

based on this: That there will at no time be a temptation for a grower -

to put his fruit through the products plant with the idea of making
money on it; that it will not be possible for him to get out of the
fruit that goes through the products plant a profit on the growing of
the lemons; that it will not enable him to cover all costs of growing
tho lemons,

Senator CALDER. Did you ask for $2.10 a gallon on lemon juice?

Mr. HamictoN. Yes, sir. That is on the basis of the maximum
concentration and is égured on the basis of the citric acid content
at the same rate we are asking on citric acid.

Senator CALDER. It would be profitable to grow lemons under
those circumstances, would it not? '

Mr. HamivtoN. Not any more so than the other.

Senator CALDER. What duty do you have on this product now?

Mr. HamirtoN. Nothing; it is free.

Senator CALDER. And you do manufacture some{

Mr. HamirtoN. No; we are not manufacturing any juices. We
want to prevent citric acid from being imported in the form of
concentrated juices and thereby escape payment of duty. They can
ship citric acid in the form of concentrated juice or citrate of lime
or in the pure form of citric acid. It is competition and it is disas-
trous to us.
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Senator LA FoLLeTTE, It would be no good to put a duty on
citric acid and allow the fruit juice to come in free?

Mr. HasmirtoN. No, sir. .

Senator WaTsoN. I can not see why Mr. Powell and you, coming
hero to represent the same industry, ask for entirely different rates.

Mr. HamictoN. Well, I can not sco it, either.

The Cuamyay. Neither can the committee,

Senator LA FoLrertE. I thought they asked for the same rate
on the acid. .

Mr. Hamierox. No.  All Mr. Powell asks results in treating that
fruit which goes to the factory as worthless. Mr. Tengue, who is
one of the directors of the league, says that the thing to do is to pull
out some of our lemon groves. He said, “It is just like any other
business. If there are too many banks in a town, some will ‘have
to get out.” That is a scrious proposition. This contest that will

o on if we have to submit to it wi{)l be very painful and disastrous.

t will be the most severe on those who ean least afford it. Only
those people who can gain a satisfaction from the thought that
they are able and willing to stay with the game until the elimination
is over can lock with equanimity on this proposition.

Senator LA FoLLETTE. What docs a box of lemons weigh ?

Mr. HaMirToN. Eiihty-four pounds.

Senator WarsoN. How many pounds of lemons does it take to
make a pound of citric acid ?

Mr. HaMivtoN. Fifg pounds. The 12 cents per pound on citric
acid provided in the House bill is less than one-quarter of a cent a
pound duty on the fruit consumed, to offset the differential in the
cos:(,itsI otl' growing, harvesting, and processing as between America
and Italy.

The Ciiairman. Mr. Hamilton, would it not be possible to prepare
a statement containing the balance of your remarks and send it in
to be printed in the record.

Mr. HamictoN. Yes; I think T have said nearly all I wish to. I
have prepared a statement and I planned to ask permission to file
it as soon as I can have it printed. :

Senator LA FoLLETTE. He can pass it to tho reporter and have it
printed as a part of his remarks.

The CuaryMaN. Yes; you may do that.

RRIEF OF GEOROGE XN, HAMILTON, CLAREMONT, CALIF., REPRESENTING THE
LEMON-GROWIRG INDUSTRY.

I am a lemon grower. I reprosent three lemon growers’ association, two in Upland
and one in Claremont, Calif. I also represent from perscnal assurance the views,
peede, and wishes of many other lomon growers.

LEMON PRODUCTS INDUSTRY.

A now industry has but recently been developed in California, a growth of the lemon
industry. This is the manufacture of citric acid and lemon oil direct from the fresh
fruit grown in America. Until recent!y the American people depended upon foreign
sources, principally Italy, for their supply of theso products. This is an industry
that has never before asked Congress for protection,

It is for this reason that the duties of tho Payne-Aldrich bill can not be used as a
ya;gautck in the determination of what duties should now be placed upon these
producta.
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RATES CONTAINED IN PRESENT BILL ARE INADEQUATE.

The ratvs contained in the bill as passed by the House are: Citric acid, 12 cents per
pound; cifrate ofdime, 7 cents per pound; oil of lemon, 20 per cent ad valorem.

These riites are inadequate to meot tho needs of the industry. The industry must
have suffi ient protection to enable it to realize from the sale of the principal product,
citric acid, a sufficient amount to return not only the cost of manufacture but also,
and of still greater importance, the cost of growing the fruit used in their manufacture.

Ignoring the differsntial in the cost of growing the fruit, it would require the fol-
lowing duties to equalize the difference in the labor cost of harvesting the fruit and
manufacturing these products as Letween America and Italy: Citric acid, 24 cents
per pound; citrate of limo, 12 cents per pound; lemon oil, 40 per cent ad valorem;
citrus juices, removal from free list, But such duties make no provision for the
differential in costs of growing the fruit as betweon America and Italy.

The duties which the entire California membership of the Houte requested the
Ways and Means Committeo to recommend are: Citric acid, 70 cents por pound;
%:itrgitg_;)f‘ lime, 40 cents yer pound; oil of lemon, ‘50 per cent ad valorem. (See

xhibit A,

The mingmum duties zequired for the purpose of adequate protection to the lemon
grower are: Citric acid, 70 cents per pound; citrate of lime, 40 cents per pound; oil
of lemon, 50 per cent ad valorem; lomon, lime, and sour orange juice, $2.10 per gallon.
Dricd lemon juice and all other products of the lemon not specifically provided for,
70 cents per pound on the citric-acid content thereof.

CITRIC ACID A8 A PRIMARY PRODUCT.

Citric acid is not a by-product of the lemon indu.stlx; it is ono of the two primary
products of which (resh fruit is the other. To my mind catric acid ia substantially the
wholelemon putintoehape to keep and use at a future time.  Citric acid is the fintshed
product for whic « lemons are the raw material. . .

Citrate of limo and concentrated citrus juices are intermediate productsin the manu-
facture of citrie acid.  The duty upon citrate of lime should be about 60 per cent of
the duty on citric acid as citrate of lime contains romething over 60 per cent by weight
of citricacid. The duty on concentrated juices as requested above is based upon the
citric acid content of such juices at their approximate maximum concentration.
lemon oil may be considered a by-product in the manufacture of citric acid; it is pro-
duced by utilizing the peel, which world otherwise be wasted.

EINCREABING S8URPLUS PRODUCTION MUST BE MARKETED A8 LEMON PRODUCTS.

Citric acid must be produced by tne American lemon industry asa primary product
and must yield a sufficient return to pay the costs of growing the fruit, as wefl as the
manufacture of the final product. Otherwise the American lemon industry can not
survive. Our California production of lemons caught up with the consumption of
fresh lemons in the United States last year, There are in addition 17,000 acres of non-
bearing lemon groves, slightly over one-half of the present bearing acreage. If the
groves now planted are maintained, theincrease in production will outstrip the increase
1n consumption so rapidly that in a very few years, Fmpably four or five yoars, pro-
duction will be nearly 50 per cent greatcr than fresh fruit consumption in the United
States. Unless this surplus is used in the manufacture of citric acid and other lemon
;noducts 80 a3 to return to the grower his costs of growing the fruit, the entire lemon

ndustry must suffer.

I have 5,000 lemon trees, over 4,000 of them being 7 years old now._ I am hoping
that I have reached the end of the eight years of famine whicn goes with the develop-
ment of a lemon grove. This grove reprecents most of tho savings of my life and a
heavy mortgage on the future, also eight years of my business career, and hasjust now
arrived where it ought to begin to return something to me for the effort expended.

1 feel 1 am speaking for thousands of other growers, many of whom are in a much
more critical condition,

Tosaveourselves [rom this threatening aisaster, we growers have joined and invested
some $200,000 in a plant at Corona for the manufacture ol lemons into lemon producto
and lemon by-products.

SIZE OF HOLDINGS.
Upland Lemon Growers' Association, 213 members, owninﬁll,soo ACres; Average

holding, 6.1 acres. 1t we omit some of the Iarﬁe holdings it will reduce this average
We think that this is a fair illustration of the size of the holdings by individuals.
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CULTURAL COST OF PRODUCING.

Based on conservatiye figures it costs 1.79 cents per pound té grow lelaons in Cali-
fornia without including interest on investment or profit nor costs of harvesting,
hauling, packing and shlppimg. .

Based on an investigation of the Royal Commission in Italy in 1911, it cost 20 to 32
cents per box. or at the latter figure 0.44 cents {)er pound to produce lemons in Italy.

Taking exchange into consideration labor in Italy costs less to-day thanin 1911,

Tt requires 50 pounds of lemons to make 1 pound of citric acid. The cost of growing
50 pounds of lemons in the United Statesis 89.5 centsand in Italy 22 cents. Inaddi-
tion to the citric acid, somo lemon oil is produced. A proper division of the costais 87
per cent to the citric acid and 13 per cent to the lemon oil. The cost of citrate of lime
would be about 60 per cent of the citric acid cost.

Cost of handling and processing lemons for lemon oil and citric acid.

Cost Percent | Labor cost
labor

per ton. abor. per ton.
Gathering MMt . cuuuseniiiiiiiiriiiiiiieninitieissansancranoneas $9.00 85 $R.53
Transportation to central factory veee 579 60 47
Factory operation and maintenance.... 14733 30 4.42
20.52 L.oouae e 16. 44

The following table shows the differentials in favor of Italy in the cost of growing
sufficient lemons to produce one pound of each of the products named:

Cultural costs of growing lemons.

Differential
Fot manufscture of 1 pound of— ‘\"‘.‘g{""" "c%‘gi‘“ lulfta\ior of

. sly.

Cenls, Cents,
Citric acid... 19.5 585
Citrate of lim. 1.5 35,0
Lemonoll... 19.0 880

MANUFACTURING COSTS8.

The comparative cost of 1abor only in the harvesting and manufacture of lemon
products is as follows:
Labor costs of manufacture.

Differential
For manufacture of 1 pound of— A“c‘g{“-“ I:%L"“‘ n favor
N ' of Italy.
Cenls, Cenls Cents,
35.6 89 2.7
2.2 a1 151
440 1.0 3.0

The combined growing and manufacturing costs as above and the differentials in
favor of Italy are shown by the following table: :

Comparalive costs of grouing lemons and manufacturing products and differentials in

Javor of Italy.
Differential
American | Italian .
For manufacture of 1 pouiid of— in favor
* pod cost. cost. of Italy.
Cenls, Cenls, Ceals.

Citedeacld............. seterereseeeteatianatstseratinrtaeinan 113.6 24 8.2
Citrate of lime. .- 68.7 16.6 5.1
mon oll........ce e cessaceresstisares 1200 30.0 9.0

The rates requested are much less than these differentials in favor of Italy.
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IMPORTANCE OF LEMON PRODUCTS BUSINESS,

To lemon growers the lemon products plant is very important but merely.an instru-
ment like our packmF house in the marketing of our fruit and it is the returns to us
for the fruit processed through it that counts.  We probably have one hundred times
asmuch invested in cooperative packing houses for packing our raw lemons for markat
83 wo have invested at Corona in products plant. .,

Our expectation is that this producte plant, with additions, will enlarge the market
for our lemons go a8 to take care of and furnish a demand for all the lenions we can
grow on all the lemon trees now planted in California. L. .

It takes 10,000 carloads of lemons a year to make the citric acid consumed in the
United States, while the production and consumption of fresh lemons last year was
about 13,000 carloads. The two outlets togethier will take caro of all the fruit for all
time from trees now planted and will encourage further planting. But it will be
impractical to keep and care for these trees unless tho returns therefrom from products
plant a8 well as packing house are sufficient to at least pay the grower his expense of
growing the fruit. ]

The duties here requested are the minimum necessary to endble the products plant
to return tho growers the cost of growing the fruit processed.

We temon growers can not see how we can go on increasing production beyond
fresh fruit consumption and have the increase all treated as culls, to be sent to the
grodugts plant on & basis that will return substantially nothing for growing the fruit

ut will only take care of harvesling and processing the fruit.

'The growers have about $200,000 1nvested in the products plant, as compared with
approximately $125,000,000 invested in groves and packing houses. Some 35 or 40
laborers and their families are dependent on the products plant. Some 12,500 owners
and laborers and their families are dependent upon the growing of the fruit.

Thero is a dull period of about eight months during every year when the growers
have more fruit that should he marketed to prevent deray than the fresh-fruit market
will take. At such times as this if tho fruit not wanted could go to the products

lant at a price that would pay for growing it, it would equalize and stabilize the
industry greatly and help to sustain large production and supply for the times of keen
demand.  The possible price for lemons converted into_products under the tariff we
ask would be 8o low as compared with the possible price on the fresh-fruit market
thx:it slelf-interest would lead the growers to take care of the fresh-fruit market first
and always.

We have planted in California fifteen or twenty thousand acres of lemons worth
thirty-five to fifty million dollars, in excess of the amount required to supply the
fresh-fruit demand. As these trees are rapidly coming into bearing and production
will increase about five times as fast as consumption of fresh fruit, we must find other
outlet for the surplusat prices that will pay costs of growing or destroy our lemon trces.
Somo 2,000 acres were budded over to other fruit the past spring and about 1,000 acres
were pulled out by discouraged owners.  The writer consulted budders and reriously
considered doing away with 40 acrea of his lemons this last spring but finally con-
cluded to try it another year. Budding over sounds casy, but to menof experience
it is a question whether it is not better and just as quick to pull out and plant again,

A large Part of this land that is planted to lemons is not suitable for raising any of
the annual crops. On still more of it the scarcity of water and the expense of water
enough for annual crops would be prohibitive. '

"Tho dangers of this situation are most serious to the people wholly dependent upon
the lemon industry. The hardships of a failure to find a market for this surplus fruit
and consejuent dostraction of a large part of the lemon acreage will fall upon all
lemon ﬁrowers but most disastrously upon those who can least afford it. The only
ones who can view the situation with equanimity are those who can get eatisfaction
out of the thought that the worse the conditions are the sooncr the elimination will
take pla~e and the more complete the elimination will be, and that they, heing able
and willing to stand this period of depression, will survive to reap the henetits of the
higher prices that will follow.

Thzre is another point to be considered.  The Government is up against a scrious
problein of raising money. Any way it turns for that purpose it treads on some onc's
corns.  Citric acid is us2d largely in'soda fountain drinks, a luxury, and is consumed
in very small quantitica per drink. One pound of citric acid will produce 1,000
pinta oi fountain drinks. I presume 90 per cent of the people do not know that citric
acid is mad~ from lemons and probably are not aware that they ever consuine any
of it. In tha form citric acid reaches the ultimate consumer it is in such small quan-
ties that the duty would be un:rprcciablo. The duty requested on citric acid would
be only seven one-hundredths of 1 cent for each pint of solt drink, .

Indorsed by the following: Upland Lemon Growers’ Association; Mountain View Fruit
Association, orange and lemon house; College Heights Orange & Lemon Association.
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May 9, 1921,
CaeMIoAL SuBCOMMITTEE, WAYS AND MEeANs COMMITIEE, .
House of Representatives, Waskington, D. C.

GENTLEMEN: Realizing that you are now in the process of writing the tariff schedule
on chemicals for incorporation'into the permanent tariff Lill, which will shortly be
introduced in Congress, we, the undersigned, composing the entire California dele-
gation in the House of Representatives, desire to bring to your attention the necessity
of fixing the following echedule on the chemical products of the lemon industry:
Seventy cents per pound on citric acid; 40 cents per pound on citrate of lime; 50 per
cent ad valorem on lemon oil.

; :il‘hetso rates are necessary in order to build up and protect the lemon-products
ndustry. .

With the entire lemon industry in California in a demoralized condition, and
17,000 acres, which will produce about 7,000 carloads annually, coming into bearing,
all of which production will be a surplus over the present annual consumption of raw
fruit, it is absolutely necessary that this syrplus production be diverted into the
products industry.

At the present time wo are producing only about 1.200,000 pounds of citric acid,
and our annual consumption is about 6,000,000 pounds, 4,800,000 pounds of which
is supplied from abroad, almost entirely from lialr.

‘The protection asked for would serve the double purpose of enabling us to supply
our own annual consumption of products snd at the same time give an outlet for the
increased production to which wo have referred, which otherwiee would become a
;vasto and ultimately result in the destruction of approximately $50,000,000 worth of

emon groves.

The Eatea recommended represent the sentiment of the growers, have been scien-
tifically arrived at with due knowledge of practical airiculgural conditions as they
actually existin California. and take into consideration the freight differential between
California and eastern markets.

Reapectfully, yours, . .
Clarence ¥ Lea, first district; John E. Raker, second district; Charles F.
Curry, third district; Julius Kahn, fourth district; John I. Nolan,
fifth” district; John A. Elston, sixth district; Henry K. Barbour,
seventh district; Arthur M. Free, cighth district; Walter ¥, Line-
berger, ninth district; Henry Z. Osborne, tenth district; Philip D.
Swing, eleventh district.

TANNIC ACID AND OPIUM,
{Paragraphs 1 and §5.)

STATEMENT OF DR. FREDERICK W. RUSSE, REPRESENTING MAL-
LINCKRODT CHEMICAL WORKS, 8T. LOUIS, MO.

Dr. Russe. My first statement will be on behalf of the Powers-
Weightman-Rosengarten Co. and the Mallinckrodt Chemical Works,
dealing with that part of paragraph 1, on acids:

Tannie acld, tannin, and extractions or decoctlons of nutgalls containing by
welght of tannlc acld less than 50 per cent, 4 cents per pound; 50 per cent or
more and less than 80 per cent, 10 cents per pound; and 80 per cent or more,
20 cents per pound.

... Wo respectfully draw your attention to the specific {)crcenmge
limits in the paragraph quoted above. After careful and thorough
search we have been unable to find in the chemical literature a
reliable method of analysis for tannic acid, nor have our research
chemists been able to devise one. The method most generally used
is that of the American Leather Chemists’ Association, known as
the {\ L. C. A. method, and admittedly is inaccurate and gives low
results.

.
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Of five indegendent analyses made within the past month by this
method on U. 8. P, tannin, the highest grade manufactured and in-
tended to come within the specification of “ 80 per cent and above,”
the results obtained were 70 per cent to 756 per cent *anmic acid,
namely, 70.06 por cent, 70.9 per cent, 72.05 per cent, 73.49 per
cent, and 74.6 per cent. In this connection we respectfully refer

ou to the paper published in the Journal of Industrial and

ingineerin, Chemlstr})", 1020, page 465, on the unreliability of
tannin analytical methods. Moreover, the water content is im-
portant and it would not be difficult to incorporate in tannin 10 per
cent of water additional to that usually found, thus lowering the
results given above to 60 per cent to 65 per cent tannic acid.

Wo believe it hardly necessary to bring to your attention that the
manuf